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Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value.
Past results are not predictive of results in future periods.

“Companies have to be multinational in 
their thinking and their approach at all 
levels — the board, senior and middle 
management, and the field,” says portfo-
lio manager Nick Grace. “That’s what we 
look for when talking to companies.”

Of course, Nick points out, not all 
global companies will thrive in this new 
environment. Since global investing can 
involve additional risks, fundamental 
research will be key. Nevertheless, over 
time, global investing has the potential 
to provide investors with the benefits of 
this sea change in the world’s economy.

The world is open for business

“Companies have to be multi-
national in their thinking and 
their approach at all levels …
That’s what we look for when 
talking to companies.”

NICK GRACE

PORTFOLIO MANAGER

Multinational companies might seem 
like a modern phenomenon, but the 
idea dates back to at least March 20, 
1602. That’s when the company gener-
ally considered to be the first multina-
tional, the Dutch East India Company, 
was founded. 

The debate about globalization prob-
ably has been going on since that date, 
and it’s likely to continue. But there now 
seems to be little doubt that globaliza-
tion has resulted in major changes in the 
world’s economy and the investment 
environment.

For example, growth in emerging mar-
kets has benefited multinationals in the 
U.S. and Europe, while global supply 
chains and trade patterns have fueled 
the success of companies domiciled in 
developing countries. The investment 
environment is increasingly intercon-
nected and global in nature.

“The growth we’ve seen in China, India 
and other parts of the developing world 
is having a profound effect on the global 
economy, and it also has significant 
implications for companies in the United 
States and other parts of the world,” 
portfolio manager Jody Jonsson says.

Globalization has already had a sig-
nificant impact on the universe of 
investment opportunities. Because of 
increasingly open trade, many com-
panies located abroad are generating 
significant revenue outside their home 
market. Similarly, about 37% of S&P 500 
company revenues come from outside 
the U.S.

As borders blur, the flexibility to invest 
in companies anywhere in the world has 
become increasingly important as inves-
tors seek to benefit from globalization.

Indeed, many companies in the U.S. and 
abroad now routinely expand beyond 
their borders in pursuit of lower manu-
facturing costs and new markets. These 
developments allow companies to 
benefit from global diversification on a 
corporate level, enhancing their pros-
pects for growth.

Global investing provides investors the 
opportunity to benefit from the same 
trend. Because companies worldwide 
are within investors’ reach, the potential 
exists for investors to pursue oppor-
tunities across borders, parallel to the 
corporate pursuit of higher profits and 
market position.

COVER: Globalization has transformed 
the world’s economy and investment 
environment.

The face of global business is rapidly changing. In today’s environment, investors are confronted 
with decisions that require sophisticated analysis, a vision that extends beyond borders and the 
ability to discriminate between strong and weak companies in a world transformed by globalization.

Key Takeaways
• Technology is changing the nature of 

global commerce.  The knowledge 
economy, or digital trade, is gaining 
momentum. 

• There’s been a shift in the makeup of 
global companies over the past de-
cade to idea-driven companies. Speed 
of product adoption is much faster, 
but competition is greater.

• Companies that are poised to take 
advantage of shifting global trade pat-
terns have the potential to reap new 
profits, and provide investors with 
new opportunities.

SOURCE: The World Bank. World trade 
represents trade of merchandise.

“I strongly believe that we 
are in an environment that’s 
about as global as it can 
get. The markets abroad are 
growing and the companies 
that have mastered the art of 
being great global competi-
tors have the potential to be 
very successful.”

CLAUDIA HUNTINGTON

PORTFOLIO MANAGER
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“Companies have to be multinational in 
their thinking and their approach at all 
levels — the board, senior and middle 
management, and the field,” says portfo-
lio manager Nick Grace. “That’s what we 
look for when talking to companies.”

Of course, Nick points out, not all 
global companies will thrive in this new 
environment. Since global investing can 
involve additional risks, fundamental 
research will be key. Nevertheless, over 
time, global investing has the potential 
to provide investors with the benefits of 
this sea change in the world’s economy.

The world is open for business

The face of global business is rapidly changing. In today’s environment, investors are confronted 
with decisions that require sophisticated analysis, a vision that extends beyond borders and the 
ability to discriminate between strong and weak companies in a world transformed by globalization.

Technological advancements have created a profound change in international commerce

consumer products. But there is also an 
entire generation of new global com-
panies that have emerged over the past 
two decades that are giants in the digital 
economy. Alphabet (Google), Amazon 
and Priceline are among the most promi-
nent examples. On another front, there is 
growing belief that the global economy 
is in the midst of a broad-based re-
covery, moving in lockstep for the first 
time since the 2008 financial crisis and 
providing increased opportunity for 
multinational companies.

Global trade goes from goods to gigabytes

SOURCE: The World Bank. World trade
represents trade of merchandise.

“I strongly believe that we 
are in an environment that’s 
about as global as it can 
get. The markets abroad are 
growing and the companies 
that have mastered the art of 
being great global competi-
tors have the potential to be 
very successful.”

CLAUDIA HUNTINGTON

PORTFOLIO MANAGER

Remember Sony’s Walkman? The por-
table cassette player, first introduced 
in 1979, sold a cumulative 200 million 
units, rocked the recording industry and 
fundamentally changed how people 
experienced music. The Walkman is just 
one example of the kind of innovative 
consumer goods that were being sold 
around the world in the 1980s. There are 
still plenty of consumer items being sold 
globally, but the contours of internation-
al commerce have undergone a pro-
found transformation over the past few 

decades. If the 20th century was defined 
by a phenomenal rise in the transfer of 
goods and industrial commodities, the 
21st century is being characterized by 
the rapid digitization of services and the 
increasing automation of manufacturing. 
It is the advancement in technologies 
and how they continue to reshape in-
dustries that will determine the future of 
global business. Indeed, the very notion 
of a global company has evolved over 
the past two decades. There are the old-
line multinational behemoths dominant 
in commodities, heavy industrials and 

World trade now accounts for 25% of global GDP, nearly double since the 1980s
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The face of global business is changing, and fast 

Shifts in economic and trade regimes 
and turning points in markets can 
provide companies with new profit and 
investors with opportunities. Of course, 
not all global companies will thrive in 
this new environment, or be winners in 
the long term. Fundamental research will 
be key. Nevertheless, successful multina-
tional companies typically have innova-
tive management teams, diverse sources 
of revenue and the resilience of solid 
balance sheets. These attributes offer the 
potential for future success.

Rise of the multinationals 

SOURCES: Capital Group and Thomson
Reuters. The FTSE Multinationals Index
comprises companies which derive more
than 30% of their revenue from outside
their domestic region. Data are as of
7/31/17. For purposes of comparison,
total returns were normalized to 100.

“Successful multinational
companies have endur-
ing franchises, deep moats 
around their businesses and 
strong balance sheets. I call 
them global champions.”

JODY JONSSON

PORTFOLIO MANAGER

Global commerce has been transformed
over the past two decades. Global com-
panies in 2015 accounted for 80% of 
trade, 75% of private sector research and 
development, and 40% of productivity 
growth. We are likely to see global trade 
patterns evolve with the increasing digi-
tization of commerce and the likelihood 
of new trade, tariff and tax structures in 
many parts of the world. Indeed, global 
investment opportunities are likely to 
be vastly different than the world many 
investors have known.

Consider that in 1970, there were 18 
countries available for investment, the 
U.S. accounted for nearly two-thirds of 
the $500 billion investable world, and 
home-country investing was standard. 
Today, 46 countries are available for 
investment, the U.S. accounts for around 
half of the $35 trillion investable uni-
verse, and global investing is common. 
The world has become more integrated 
than ever, as companies large and small 
have adopted global business models.

Number of companies in FTSE
Multinationals Index has grown …        … and the index has outpaced the broader market           

SOURCES: Capital Group and company
reports. Percentage of revenue for
Amazon and Taiwan Semiconductor are
for the year ended 2016; for Anheuser-
Busch InBev and ASML, it is for the
first half of 2017 through 6/30/17.

“Today, if you have a good
product, the world is your 
runway.”

GERALD DU MANOIR

PORTFOLIO MANAGER
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The face of global business is changing, and fast 

Shifts in economic and trade regimes 
and turning points in markets can 
provide companies with new profit and 
investors with opportunities. Of course, 
not all global companies will thrive in 
this new environment, or be winners in 
the long term. Fundamental research will 
be key. Nevertheless, successful multina-
tional companies typically have innova-
tive management teams, diverse sources 
of revenue and the resilience of solid 
balance sheets. These attributes offer the 
potential for future success.

Rise of the multinationals 

Number of companies in FTSE
Multinationals Index has grown …        … and the index has outpaced the broader market           

Where a company does business can be more important than where it’s located

and India but multinational corporations 
with global reach, such as Amazon and 
Anheuser-Busch InBev. Through the lens 
of revenue source, traditional bench-
marks may not be what we have come to 
expect. Take the Standard & Poor’s 500 
Composite Index: All of its constituent 
companies are headquartered in the U.S. 
Importantly, however, about 37% of the 
revenue of those companies comes from 
outside the U.S. Clearly, a global mindset 
when it comes to portfolio construction 
may be more relevant than a country-of-
domicile approach to investing.

Global companies scour the world for customers

SOURCES: Capital Group and company
reports. Percentage of revenue for
Amazon and Taiwan Semiconductor are
for the year ended 2016; for Anheuser-
Busch InBev and ASML, it is for the
first half of 2017 through 6/30/17.

“Today, if you have a good
product, the world is your 
runway.”

GERALD DU MANOIR

PORTFOLIO MANAGER

The economic world today is structured
differently than it was just two decades 
ago. Free trade agreements, the Euro-
pean Union and its common currency, 
economic reforms and the rise of a 
middle class in Asia, Latin America and 
parts of Africa have allowed compa-
nies to compete for customers, labor, 
capital and natural resources on a global 
basis. Focusing on the country where a 
company is headquartered is becoming 
less meaningful and, in fact, may mask 
risks and opportunities. A more relevant 
metric is revenue exposure — where 
companies derive their revenues. For 

example, many developed-world firms 
are deriving an increasing share of their 
revenue from emerging markets. Rival 
companies headquartered on different 
continents are fiercely competing for 
the same set of customers in developing 
countries. Companies around the world 
have sought to ride this wave of rising 
living standards as the newly affluent 
move beyond the basics. Instead of de-
tergent and diapers, they are spending 
more on luxury goods, autos and travel. 
The companies that are benefiting are 
not just those in local markets like China 

Companies are finding — and competing for — customers all over the world
Revenue by region (%) 
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Move over heavy industry, idea-driven companies are changing global trade 

such as pharmaceuticals, media, finance 
and information technology have the 
highest margins. They are developing a 
winner-take-all dynamic, with a wide gap 
between the most profitable firms and 
everyone else.”

In today’s highly globalized economy, 
multinational firms operate in a world 
marketplace that increasingly makes 
national borders irrelevant, as firms capi-
talize on hyper-efficient global supply 
chains that add value, and result in lower 
costs and higher quality goods.

Good idea companies 

SOURCES: MSCI and RIMES. The top
10 companies for 1997 and 2007 are
as of December 31 for each year;
for 2017, they are as of 8/29/17.

“A major advantage for many
technology companies is 
limited distribution costs. 
The barriers to entry are 
lower because there are 
no distribution costs. The 
smartphone or tablet is the 
distribution mechanism.”

ROB LOVELACE

PORTFOLIO MANAGER

Technology has been a game changer.
Product adoption is swift and the pace 
is quickening. It’s no wonder that the 
composition of the world’s most valu-
able companies by market capitalization 
has changed over the 20 years. Amazon, 
Google’s parent Alphabet, and Apple 
weren’t listed among the top 20 com-
panies in the MSCI ACWI (All Country 
World) Index in 2000. Until then, oil, 
mining and some consumer companies 
dominated the index.

Those companies are still a large part 
of the global investment landscape, 
but increasingly, the more idea-driven 
companies in the technology and health 
care sectors are showing greater profit 
margins.

“Profits are increasingly shifting from 
heavy industry to idea-intensive sec-
tors that revolve around R&D, brands, 
software and algorithms,” McKinsey 
& Company writes in its 2015 report, 
Playing to Win: The New Global Com-
petition for Corporate Profits. “Sectors 

Top 10 largest companies in the MSCI ACWI by market cap

SOURCES: Capital Group and FactSet.
Companies are those with net sales
greater than $1 billion USD for each
year. Figures for 2017 reflect the 
latest reported annual net sales
available at the time of publication.

“The rising middle class in
developing markets is going 
to have a transformational 
impact on the world’s 
economy, but it is also an 
opportunity for companies 
in those countries to have a 
global reach.”

NORIKO CHEN

PORTFOLIO MANAGER
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Move over heavy industry, idea-driven companies are changing global trade 

such as pharmaceuticals, media, finance 
and information technology have the 
highest margins. They are developing a 
winner-take-all dynamic, with a wide gap 
between the most profitable firms and 
everyone else.”

In today’s highly globalized economy, 
multinational firms operate in a world 
marketplace that increasingly makes 
national borders irrelevant, as firms capi-
talize on hyper-efficient global supply 
chains that add value, and result in lower 
costs and higher quality goods.

Good idea companies 
Developing countries are now home to world-class companies

have been included in the latest edi-
tion of the Fortune 500 list of global 
companies, underscoring the growing 
prominence of a new breed of Chinese 
companies on the world stage. Only the 
United States has more companies on 
the list, which ranks companies on the 
size of their revenue. This structural shift 
in emerging markets has tremendous 
implications for investors seeking to 
invest in companies that stand to benefit 
from rising adoption of mobile phones 
and internet penetration rates, as well as 
growing incomes.

A new breed of multinational companies has emerged

SOURCES: Capital Group and FactSet.
Companies are those with net sales
greater than $1 billion USD for each
year. Figures for 2017 reflect the 
latest reported annual net sales
available at the time of publication.

“The rising middle class in
developing markets is going 
to have a transformational 
impact on the world’s 
economy, but it is also an 
opportunity for companies 
in those countries to have a 
global reach.”

NORIKO CHEN

PORTFOLIO MANAGER

Multinational companies from the
emerging world are a relatively new 
phenomenon. In 2000, there were only 
20 companies on the Fortune Global 500 
list based in developing countries. Now, 
there are 150. In all, emerging econo-
mies are home to thousands of multina-
tionals and quickly minting new ones. 
The growth in the number of large com-
panies in the developing world since 
2000 — including a more than 4,000% 
increase in China — has greatly outpaced 
the 20% growth of large companies in 
the U.S. These companies are playing an 

increasingly important role, and some of 
them are taking their place among the 
most powerful companies in the world.

The growth of Chinese business is 
the most striking feature of the recent 
Fortune Global 500 lists. China has 115 
companies on this year’s list, up from 98 
in 2016, with state-owned energy provid-
ers State Grid, Sinopec Group and China 
National Petroleum ranking second, 
third and fourth, respectively. The largest 
company worldwide remains Wal-Mart 
Stores, with revenue of US$485.9 billion.
Alibaba Group and Tencent Holdings 

A growing number of companies in emerging markets are taking their place on the global stage
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Content contained herein is not intended to serve as impartial investment or fiduciary 
advice. The content has been developed by the distributor of the American Funds mutual 
funds, which receives fees for distributing and servicing the funds. 

Securities offered through American Funds Distributors, Inc. 

Statements attributed to an individual represent the opinions of that individual as of the  
date published and do not necessarily reflect the opinions of Capital Group or its affiliates. 
Any reference to a company, product or service does not constitute endorsement or  
recommendation for purchase and should not be considered investment advice.

MSCI has not approved, reviewed or produced this report, makes no express or implied 
warranties or representations and is not liable whatsoever for any data in the report. You may 
not redistribute the MSCI data or use it as a basis for other indices or investment products.

Lit. No. MFGEBR-081-1017P  Litho in USA  CGD/CG/9866-S63443  © 2017 The Capital Group Companies, Inc.
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