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22   SECULAR GROWTH 

 “Even if you are on the right track, you’ll get run 
over if you just sit there.” 

Will Rogers 

As quality investors, we look for special companies 

that can compound returns at above market rates in 

spite of macroeconomic cycles.  To find such 

companies, we seek not only outstanding businesses 

with strong managements, but also industries in 

secular growth.  By focusing on stocks that we feel 

comfortable holding through cycles, we believe that 

we can improve our ability to compound without 

taking outsized cyclical risk.  This is what attracts us 

to stocks that benefit from enduring, secular, global 
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themes like urbanization, automation, digitization, 

and connectivity.   

One challenge that we face as investors is that, in 

practice, even secular trends can have a cyclical 

element.  The outstanding industries of today are not 

the same as yesterday, and they will likely not be the 

same tomorrow.  Autos, for instance, used to be a 

secular growth industry.  Same for newspapers, 

airlines, PCs, telecom services, and many others that 

today are saturated or plagued with new challenges.  

With this truism as context, we must stay focused on 

how secular trends are changing, and why they might 

improve, fade, or even come back full circle.  

The North American railroad industry is an example 

of how secular trends cycle back in time.  After taking 

center stage during America’s gilded age, railroad 

financing turned into a bubble in the late 1800s, 

leading to significant overbuilding.  For nearly a 

century thereafter, the industry would face 

detrimental share loss to the motor vehicle while 

suffering from a decline in US manufacturing and 

crude oil output.  Over the past decade, though, 

railroads have been benefitting from secular growth 

again, thanks to the shale oil and petrochemical 

renaissance, as well as truck-to-rail conversions.   

A secular theme that has stood the test of time is 

urbanization.  The UN estimates that the share of the 

world’s population living in urban settings rose 

dramatically from 13% in 1900, to 29% in 1950, to 49% 



Victori Capital 

in 2005, and 54% in 2014.   With urban headcount 

continuing to grow faster than the overall population, 

the demand for basic sanitation, fresh water, and pest 

control should continue to increase, particularly in 

emerging markets, and irrespective of market cycles.  

Among other needs, the shift towards urban life has 

also been associated with the explosion in incidences 

of heart disease and diabetes in parts of the world, 

driving growth in basic healthcare services.                    

Automation, which includes robotics and machine 

vision, is another secular trend where we see 

opportunity.  Beyond the well-known plays in the 

space, there are companies taking capabilities to new 

levels, and at lower costs.  These include highly 

specialized providers of services in areas where 

robotics is a critical enabler, such as in the production 

of oil from the deep-water reservoirs, or the detection 

of metal contaminants in food products.  With 

marked advancements in sensor technology and 

cellular robotics already evident, it will not be long 

before ocean floors, farms, and even highways are 

populated with colonies of self-guided, working class 

vehicles capable of performing tasks better than 

humans.      

Digitization, and its accelerated penetration into all 

areas of human life, is another attractive hunting 

ground for secular growth.  While Big Data is a 

popular concept, many of the longer-term impacts 

from the explosion of data are still underappreciated.   
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Technological innovation is also exploding, but that 

could be both good and bad.  For instance, creative 

destruction and the risk of obsolescence could make it 

tougher to play in the handset business.  We believe 

the emphasis is already shifting away from 

infrastructure and technology towards the 

transformation of massive raw data into useful 

insight.  Prominent examples include the use of 

location and browsing data for targeted marketing, as 

well as the use of information on population health 

patterns for reducing healthcare costs.    

Another secular growth theme we like is how 

connectivity keeps driving efficiency gains in far 

corners of the globe.  The Digital Age, co-authored by 

Google’s former Chairman, Eric Schmidt, presents the 

case of Congolese fisherwomen today:  “Whereas 

they used to bring their daily catch to the market and 

watch it spoil as the day progressed, now they keep it 

on the line, in the river, and wait for mobile phone 

calls from customers.”1  This simple advancement has 

reduced cost, improved food safety, and enabled 

more people to live off of fishing, thereby increasing 

food supply and overall quality of life in Congo, the 

fourth most populous country in Africa.   

In conclusion, while the path of growth in the near 

term gets most of the attention, we find that the 

market often overlooks the enduring nature of secular 

growth, and the long-term compounding that it 

enables.  By focusing on the outstanding companies 
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that can benefit from secular trends, we aim to 

improve our chances of receiving outsized returns 

with less macro risk.    
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