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Smartphones with Insight’s Colm McDonagh  
Interviewer: 

It’s hard to imagine what life was like without smartphones as they pervade almost every aspect of our lives today. In 
2018, around 1.56 billion smartphones were sold worldwide, and this year that number is set to rise to approximately 
1.7 billion. But how should investors keep up with this ever-growing industry, and how does this coincide with 
emerging markets? In BNY Mellon Investment Management’s “Agents of Change” podcast Insight’s Colm McDonagh 
explains the reach of smartphone usage in emerging markets and how they are transforming investments in those 
regions.  

Colm McDonagh: 
So if you think about how the smart phone is, has entered into our lives, it's quite meaningful.  I do know that without 
my phone, then life would be quite different.  But to explain the impact of this on economies and emerging markets, I 
need to take you back to almost 22 years ago.  And it's when I first started in London, in the City, and I bought my first 
mobile phone. Now it was a big clunky mobile phone.  None of my friends had mobile phones.  All I could do was 
perhaps call people on land lines, but it seemed like the excitement and the opportunity was pretty interesting.  But if 
you think about all the other things that I had back in '96 and particularly '97. There's a number of different aspects.  I 
had a compact disc portable player.  I mean, who didn't at the time?  I had my phone.  My email, which was 
reasonably new, I could only access at work.  I couldn't access that online.  I had a cheque book for my new bank 
account as I moved over to London.  Quite extraordinary.  I also had a pager.  And this was very exciting because 
working as a, as very much a junior on the emerging market debt desk, I got a Reuters pager. So this pager would 
give you the key markets.  So I mean like US Treasuries, the S&P, maybe oil and it would buzz if there was any 
significant headline.  So I'll never forget in '97 as the Asian crisis was unfolding, this pager was sitting actually on a 
table near my bed and just kept buzzing and buzzing.  I was like, oh.  This is about four o'clock in the morning.  What's 
going on?  And I woke up to find out that markets were down 15%.  And I thought, I better get into the office pretty 
soon.   
 
It's quite a lot of stuff to carry around.  I needed a big coat if you think about it.  And how times have changed.  I don't 
just have to rely on, you know, a Reuters pager.  I have Bloomberg.  I have email.  I can amend presentations.  I can 
speak to teams.  I can find blogs.  I do my financial banking online.  I order food online. So how does this apply to the 
world that we live in and particularly in emerging markets?  Well it's not that dissimilar.  people are buying smart 
phones.  And the cost of smart phones is coming down quite aggressively in emerging market economies. And it's not 
just the most developed ones.  It's not just Mexico or Korea or China, but even in places like Venezuela or Vietnam, 
the cost of a smart phone is really coming down quite aggressively. So why's that particularly important?  Well it just 
means that affordability is getting a lot easier at exactly the same time that wealth in emerging markets is increasing. 
What do they spend that extra money on?  And smart phones is one of those things.   

Well why is this important?  We've got to go back even further in history.  Let's go back to the Gutenberg printing 
press.  This was an extraordinary revolutionary invention and it changed the world as we know it and it changed 
history.  And the reason I bring this up is that back in that period, only the rich people could afford books.  The reason 
being, it took a long time to write them.  So therefore people didn't have access to that information.  Books were very 
rarely transferable.  But as soon as a printing press was invented, then suddenly that information could disseminate 
and the cost of a book, and therefore the cost of that information, started to fall. the production of those books 
increased dramatically, or reasonably dramatically, for that period in time, from 1450 onwards.  So you can see the 
explosion of the number of books.  And what that means is an explosion in the sharing of knowledge, both good and 
bad, across Europe in particular.  So as a, as a time line to go down through it then, over 50 years, the cost of a book, 
I think, came down 60%.  But even still, the cost of a book I think was about 208 day’s wages.  That's a year.  So 
again it was not very affordable, but it began to drop even further.  So I think over the next 140 years, the price 
dropped to 2p for a 50 page book.  Now think about that.  It takes a long time for these things to transfer itself, but look 
at the cost of a mobile phone in five years in Mexico.  It's dropped by 43%.  So I just use this for people to, kind of, 
grasp the scale of what's taking place. 
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In emerging markets today, people are spending a lot of time on their phones.  In Indonesia in particular, they seem to 
be spending about four hours a day.  Now I'm not for a moment suggesting that people are spending good quality time 
on their phone.  I know when I'm not working, I'll browse a lot the sport pages and other aspects, but we're trying to 
point out is that the information exchange that is taking place is really quite significant. Different companies are 
evolving on the back of that.  And this is different types of information than perhaps we in the West aren’t necessarily 
familiar with. So what happens with this?  Well you first of all get a disintermediation after the information exchange.  
As an example to show this, we show how people pay for things in China.  And increasingly now, people pay on their 
phone.  They do not pay with cash and the do not pay with credit cards. So one of my colleagues, Rob, is actually 
travelling to Asia tonight.  He's there for a week.  He's going on business.  So he downloaded the WeChat because he 
wants to make sure that if he pays for a coffee, and certain parts of Asia, you cannot pay with cash and you may not 
be able to pay with a credit card.  You need to pay with your WePhone. 

So he's downloaded his app to make sure that he can do that.  And I do think that perhaps we misunderstand the 
scale of this transition taking place, particularly in some emerging markets.  If we contrast the total amount of 
transactions that China have had, it's what, 12.7 trillion.  We've just used PayPal as an example, 451 billion.  Look at 
that, 12.7 trillion versus 450 billion.  This is quite meaningful.  And the scale of this happening is pretty fast.  
Equalisation is the other big outcome from this information exchange.  For many years, access to schools, the right 
kinds of schools and the right kinds of universities would really determine how people were able to access information 
and learning, and would have a big impact on their future careers and their future job prospects and life prospects.  
Equalisation is something that's taking place at an enormously rapid rate.  Right now, there are many programmes 
you can find online that will educate you.  They may not teach you, but they will educate you.  So rather than being 
focused on sending people to the best universities in whatever country, like US, UK, and spending a lot of money, 
there are people all through the emerging markets who are beginning to tap into these things online.  And I do think 
that education is that great equaliser.  The printing press years ago suddenly gave access to people who had 
capability, but no knowledge.  In this regard, it's accelerating the process.  So perhaps the world that we grew up in 
and the idea of going to university that may change certainly for our children or maybe the next generation. 

So if we put these three things together, we've got information.  And that information exchange is something that's 
immediate and it's rapid. What it does is it breaks down the traditional barriers that have previously existed between 
developed markets and emerging markets, between the elites in developed markets and the non-elites in developed 
markets.   

And it has many implications that we're still only beginning to try and understand. The urbanisation trends within the 
world I think are very interesting to observe.  It's something that within emerging markets we're well aware of.  But I 
think it's an important thing to highlight.  In developed markets, actually between 2015 and 2030, you're probably 
going to see some people move away from urbanisation.  In emerging markets, it's just going to accelerate.  Think 
about this in one way, if you have an additional 358 million people in an urban environment compared to in Europe of 
minus 2.3 million, what does that do for you? 

You've a clustering of people.  A clustering of ideas.  You're going to see an acceleration of all types of business and 
services through smart phones.  Because even though people are in big cities, the way that they connect is much 
more online than actually walking down a street.  So we think this is going to help to help to accelerate the process, 
this urbanisation.  But if you don't live in a city, well that's not a problem either. 

Today, all through Africa, you can trade online on your phone.  People are trading cattle.  They're doing their financial 
services online.  And this couldn't have happened if you had to put a lot of land line all the way through Africa.  It's a 
huge place.  But telephone towers in Africa, you don't have to go and build lots of infrastructure.  You just build a 
tower.  And if it breaks, you build another one.  So the profitability on this is exceptionally high. 

you can see that even if you don't live in an urban area, that having a smart phone has changed your life just beyond 
any imagination to five or ten years ago. Right, so what does this mean for emerging markets and I suppose 
developed markets as well? Well the first thing is that the level of consumer spending is growing quite a lot. 

And this has major implications for what things should be invested in, in emerging markets, but also has major 
implications for developed markets.  These are going to change our understanding of how financial markets will 
behave in the future. 

It's also going to change capital flows.  For a long time, it was difficult to transfer money.  I don't know if you've tried 
this recently.  If you go to your high street bank and say, I want to move money from sterling into euros or into dollars, 
you know what?  It's a bit of a pain in the neck and they charge through the roof for it.  There are a lot of businesses 
that actually have sprung up that are far cheaper and far more accessible.  And because of the immediacy, this means 
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that people can transfer money more quickly in response to particular events or because of particular views on politics 
or developments. So what does that mean?  Well this rapid rate is changing the economic centre of gravity.   

We've been brought up in this architecture of what global financial markets are, primarily driven by US dominance for 
such a long time, the emergence of Europe.  But I think that financial architecture is really changing at a rapid rate.  I 
think you'll be seeing much more of a shift over towards Asia. 

We already observe a number of the emerging market countries whose investor base domestically now is far bigger 
than the international investor base.  That's changing the way markets behave and it's changed the way we should 
think about this.  In the next five to ten years, you're going to see far more issuants of sovereign and corporate debt, 
not just in dollars and euros, but also in renminbi cause the competition for renminbi savings is going to increase.  
We're only midway through this transition point.  And this transition point is going to bring some success and some 
failure as we go.  It does mean that investors are changing the way they think about this. 

Interviewer: 

Right Colm, smart phones.  To what extent are they an agent of democratic change in markets? 

Colm McDonagh: 
People have access to education, services and information that traditionally they would have to go through more 
normalised channels.  So it means that there's a huge catch up in terms of how people deal with life and consumption. 
So it’s a huge agent of change that didn’t exist ten years ago. And I don't think people understand how profound a 
shift it is and the implications that it has for economies globally. 

Interviewer: 

So does this smart phone economy break down the barriers between the developed and the developing? 

Colm McDonagh: 

I think it does because traditionally developed markets have built up a whole infrastructure in terms of where they've 
had an advantage.  That might be in terms of knowledge or institutions.  On a smart phone now, the development of 
online education is really going through the roof.  So if you have a phone and access to signal on a smart phone, and 
it doesn't matter what economy you sit in the world, if you want to, you can actually go and get an online education. 

Even with the same token, if you have a banking operation, you don't need to go to a banking branch.  So look at the 
example, in the UK where bank branches for a long time were in every town in all parts of the UK.  That's beginning to 
retreat because people don't need to go to visit their local branch to make transactions.  Parts of Asia and Africa and 
Latin America are bypassing that entirely.  And I think that sometimes in the western world, we're guilty of 
underestimating the rate of change. 

Interviewer: 

Okay.  So knowledge and education is power.  Who is being left behind?  Who is underestimating the power of the 
smart phone economy? 

Colm McDonagh: 
I think people in Europe and the US, they're getting left behind because we don't use smart phones in anywhere near 
the same way or to the same degree as people might do it in Asia.  And certainly the adoption that people are doing in 
Africa or Latin America.  I don't think people have really graduated to the idea that this is having a material impact not 
on their investments in emerging markets alone, but their investments globally.  For example, in many countries and 
certainly in China, if you want access to funds, you do it on your phone on an app.  If you look at the structure in 
Europe or even the US, that's not the same.  People in the US still use cheque books.  I think people in lots of other 
parts of the world start laughing at that.  So I think actually bizarrely, there's a danger that people in the western world 
are being left behind by the smart phone agent of change. 
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Interviewer: 

I think that's a perfect way to end.  The fact that no one would have thought that it's Europe and the US who are 
behind. 

Colm McDonagh: 

I'll give you another fun example.  I was in Korea a while ago, a few months ago.  And as you get into Korea.  And it's, 
you know, it's...  Seoul is big. It's 25 million people.  So you get in there.  And you get to the airport.  And you go on 
this four lane highway.  And you zip into town.  And it's very clean.  It's exceptionally built up.  Big contrast flying into 
JFK in the US.  And if you go from JFK into Manhattan, it's a complete and utter mess.  Anyway, so you remark at the 
completely different technological approach they take.  There was another fund manager down there at the same 
time.  And it didn't happen to me unfortunately.  But when he went to his hotel, he was shown to his room by a robot.  I 
mean this is just a completely different ball game.  And they are so far ahead of this.  I mean Shenzhen in China, their 
taxi fleets, they're moving to electric.  I mean, can you think about that?  They're...  So having been behind for a long 
period of time, they're now leapfrogging what we do in the more traditional western world.  And it's quite extraordinary. 

Interviewer: 
That was Call-um McDonagh of Insight, part of BNY Mellon Investment Management on Smartphones. Thank you for 
listening.  

 

-END- 
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