
By Carl T. Delfeld, Chief Analyst

3 POWER STOCKS FOR 
AMERICA’S FUTURE



cabotwealth.com | 2

Introduction

America’s rivalry with China will have a significant 
impact on what stocks go up and what stocks go 
down in this decade.

It will also determine whether America’s leading role 
on the world stage will be confirmed or upended.

This rivalry is the squaring off of the two largest 
economies in the world with each country 
representing strikingly different brands. 

China seeks to leverage its momentum, scale 
and authoritarian state-sponsored capitalism to 
push America and its free market capitalism into 
second place.

Specific key sectors will be at the heart of this tug-
of-war. This is because they are strategic, are tied to 
critical technology, and therefore they will attract 
government resources and private capital.

The sector battlegrounds in this competition 
will be in technology, finance, space, 5G and 6G 
infrastructure, artificial intelligence, cyber security, 
robotics, drones, electric vehicles, advanced 
manufacturing, semiconductors and all the future-
oriented industries will be critical to each country’s 
wealth, power and national security. 

The next decade will likely determine the outcome 
of the power rivalry between America and China 
because it represents an aging China’s window 
of opportunity and a divided America’s window 
of vulnerability.

This titanic rivalry is also unique because China is 
not just another country - it was for centuries the 
world’s leading power. 

America is not just a country either - it is a bold 
experiment that went from a fledgling frontier 
market to become the world’s largest economy 
in 1890, and has been the world’s hegemonic 
superpower since 1945.

But make no mistake; China has become a peer, 
power rival.

China is a $17 trillion economy, the leading trading 
power and capital exporter, home to seven of the 
ten busiest shipping ports in the world, a rising 
rival in technology and the second largest nuclear-
armed military power. China now accounts for 
about 30% of global manufacturing according to 
Credit Suisse research.

Let’s now turn to three power stock 
recommendations.
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Power Stock #1 

QuantumScape (QS)
Breakthrough Electric Vehicle Battery 

Technology

California-based QuantumScape is working 
on some breakthrough electric vehicle battery 
technology backed by some heavyweight 
industrialists as well as Volkswagen (VWAGY).

Current lithium-ion batteries are heavy, expensive 
to produce, don’t last all that long and take 
considerable time to recharge. QuantumScape 
believes they will fairly soon be rendered obsolete 
by solid-state batteries.

Let me explain why, though this is all a bit technical. 
Lithium-ion batteries are made up of three layers: 
a positive cathode and a negative anode, each with 
an electrical contact and between them is a porous 

polymer separator, and the whole cell is flooded by 
a liquid electrolyte. 

In a QuantumScape solid-state battery, there 
is only a cathode connected to an electrical 
contact through a solid-state ceramic separator. 
No anodes needed.

In layman’s terms, this means more energy can be 
stored in a smaller space, giving QuantumScape’s 
battery greater energy density. Greater density 
means these batteries can achieve greater range, 
superior reliability and a longer life than their 
lithium-ion cousins. In addition, they’re also capable 
of charging to 80% in as little as fifteen minutes, 
half the time the fastest Tesla Supercharger can 
charge in.

Even better, these batteries will be much cheaper 
than lithium-ion ones once production scales up 
because of fewer and cheaper materials. 
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The chief asset of QuantumScape is the backing of 
respected technologists such as co-founder and 
CEO Jagdeep Singh who was educated at Berkeley, 
and Stanford University. 

Next comes QuantumScape’s chief technology 
officer, Dr. Timothy Holme with degrees in physics 
and mechanical engineering from Stanford. Tesla 
co-founder J.B. Straubel and venture capitalist John 
Doerr are on the board as well.

You may recall that Doerr is famous for backing 
Google in 1999, turning a $12.5 million stake into 
$2 billion when Google went public. Bill Gates is 
also a prominent investor and is keenly interested 
in battery tech.

The next positive is the company’s partnership with 
Volkswagen (VWAGY), the largest automaker in the 
world and a big player in China where its sells about 
40% of its vehicles. Volkswagen has partnered 
with QuantumScape for close to a decade and in 
2018, the company set up a joint venture to make 
solid-state batteries 

In 2020, Volkswagen invested $300 million in 
QuantumScape, securing 20% equity ownership of 
the company. When Volkswagen’s QuantumScape 
batteries go operational, Volkswagen and its brands 
such as Audi, Porsche and Bentley could offer cars 
with 450 to 500-mile range batteries.

This partnership could vaunt Volkswagen to the 
front of the pack of EV players. In 2020, fueled 
by its strong market position in both Europe and 
China, Volkswagen electric vehicle (EV) sales were 
up 200%. VW is also selling EVs in America as well 
as many other markets.

A third positive is the recent announcement that VW 
is ramping up its EV plans and that QuantumScape 
is now capable of producing multilayered battery 
cells. Its four-layer battery is still short of the 12 
or so needed to be commercially viable. But the 
company is confident enough to build a “pre-pilot” 
production facility.

Last November, VW hiked its planned investment 
on EV technologies to 73 billion euros ($86 
billion) over the next five years. Volkswagen also 
announced plans for a vast expansion in EV charging 
infrastructure. By 2025, it sees 18,000 public fast-
charging points in Europe, a fivefold expansion 
from its coverage today. It’s also expanding public 
fast-charging networks in the U.S. and China.

QuantumScape’s stock price climbed sharply in late 
2020 from around 20 to 114 before coming back 
to earth in January 2021. Recently, the company 
executed a public offering of 10,400,000 shares of 
common stock causing its share price to pull back. 
This provides us with an attractive entry point. 
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Power Stock #2 

MP Partners (MP)
America’s Only Domestic Source of Rare Earths 

Rare earths and rare metals - oftentimes referred 
to as technology metals - are critical to economic 
growth and the advancement of technology. 
They are also intertwined with national security, 
geo-politics, wealth and power. These strategic 
materials are sourced and refined almost entirely 
outside the United States from markets such as 
Russia, China, South Africa as well as Latin America. 
China, in particular, dominates the production of 
rare earths, which have critical commercial and 
defense applications. 

Fortress Value Acquisition Corporation is a special 
purpose acquisition company (SPAC) that is 
merging into MP Partners to become MP Materials. 
The company owns and operates one of the world’s 
largest integrated rare earth mining and processing 
facilities in Mountain Pass, CA.

It is the only major rare earths resource in the 
Western Hemisphere. Its primary rare earth 
product is Neodymium and Praseodymium (NdPr) 
are key ingredients in permanent magnets which 
power the traction motors of EVs, robotics, wind 
turbines, drones and many other high-growth, 
advanced motion technologies. 

Rare Earth Technology Applications

In particular, electric vehicle (EVs) motors require 
sizable amounts of NdPr rare earths and as the 
chart below indicates, they will absorb a growing 
percentage of global expected production going 
forward.
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Electric Vehicle Market Growth Projections 
Drive Demand

China Dominates Rare Earth Production 

China dominates rare earth oxide production 
with about an 85% global market share. China’s 
Bayan Obo mine in Baotou, Inner Mongolia, is a 
major producer of the lighter rare earths, such as 
Neodymium. At the other end of China in Jiangxi 
and Guangdong provinces, there are special clays, 
called ionic adsorption clays, sources of heavier rare 
earths like Dysprosium, which also has applications 
in permanent magnets.

The real value of these rare earths is their unique 
electrical and magnetic properties that allow 

for miniaturization and much lighter, stronger, 
resilient, and efficient components. Rare earths 
processing is difficult involving first an extraction 
process to produce rare earth concentrate and 
then a separation process to extract each of the 
seventeen rare earth oxides. This is why the above 
chart actually underestimates China’s dominance 
of rare earths since even the production from 
California’s Mountain Pass rare earths mine is now 
sent to China for processing.

Management’s strategy for MP Materials is to 
complete and update its refining capabilities so that 
it can refine rare earth oxides in America and then 
scale up refining production of rare earth oxides to 
lower unit costs and boost margins. The stock is on 
an uptrend as the merger is progressing and also 
due to rare earths becoming more and more of a 
strategic priority and national security issue as it 
becomes clearer that US-China rivalry will continue 
no matter which party runs Washington.

This is a speculative idea with a strong management 
team and represents a play on climate change tech 
and, in particular clean energy such as wind power 
and electric vehicles.
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Power Stock #3

Taiwan Semiconductor (TSM)
The Most Valuable Company in the World

According to Refinitiv (formerly known as Thomson 
Reuters), there are more than 100,000 listed 
companies around the world. So choosing which 
one company is the most important might be seem 
to be a fool’s errand.

Perhaps a way to begin is to look at just what is at 
the heart of our technology-centered economy. It is 
probably semiconductors.

Semiconductors are crucial and the most 
strategically important technology because they 
are the materials and circuitry needed to produce 
microchips that are at the heart of everything from 
smart phones to advanced satellites. You might 
think of these microchips as the brains inside all 
advanced technology.

One trillion chips a year are made and one electric 
vehicle has 3,000 microchips. It is big business. 
Semiconductor chips sales in 2020 were roughly 
$450 billion.

Roughly speaking, there are three different types 
of firms in this key sector.

The first are the chip designers such as Nvidia 
(NDVA). This is a competitive space with low capital 
requirements and huge margins. The second are 
companies that make the equipment that makes the 
microchips. America leads in both of these areas.

Then comes the actual making of the chips in 
what is referred to as fabrication plants. One 
company dominates the production of the higher 
performance chips critical to advanced technology 
with a 56% world market share. It won’t surprise 
you to learn that it is in an emerging market is Asia. 
This company is Taiwan Semiconductor (TSMC).
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The advanced chip making business, which is 
extremely capital and talent intensive, has gone 
through a rapid consolidation as companies 
producing cutting edge, high performance chips - 
from 25 to 3. Taiwan Semiconductor is the leader 
closely followed by Samsung Electronics. As 
production has expanded in Asia, the U.S. share of 
chip manufacturing has fallen to 12% according to 
a report by the Boston Consulting Group.

Then there is the Apple effect. Apple accounted 
for 23% of TSM revenue last year as its largest 
customer. Apple’s first 5G iPhones, which may 
launch this September boosting its smart phone 
chip revenues, which accounted for 47% of 
TSMC’s top line last quarter. In addition, Apple’s 
recently decided to replace Intel’s chips in its 
Macs with advanced chips designed by Apple and 
manufactured by Taiwan Semiconductor.

Another reason to buy TSMC is that it generated 
33% of its revenue from the high-performance 
computing (HPC) market last quarter, which 
translates into higher profit margins. These 
high performance chips are linked to some 
power growth trends such as robotics, artificial 
intelligence, and Internet devices. The consensus 
expects TSMC’s revenue and earnings to rise 
28% and 34%, respectively, this year, which are 
impressive growth rates for a stock which trades 
at just 25 times forward earnings. 

The chief risk for Taiwan Semiconductor is that 
geopolitics cuts both ways. This is a powerful 
company in a strategically important place so it 
has to diplomatically balance both customers and 
countries. For example, roughly 14% of its sales 
go to Huawei and the U.S. Commerce Department 
announced that companies would require licenses 
for sales to Huawei of semiconductors made 
abroad with US technology. This is probably why 
it announced just weeks ago the possibility of 
building a new chip plant in Arizona.

Taiwan Semiconductor is planning on spending 
more than $100 billion in capital expenditures 
over the next three years and is currently building 
a plant to make 3 nanometre chips. These 
semiconductors are expected to be up to 70% 
faster and more power-efficient than the most 
advanced in production now and which will be used 
in devices from smartphones to supercomputers.

The plant, due to start mass production next year, 
will use process technology, which so far only 
TSMC and South Korea’s Samsung Electronics have 
mastered. The new chips bring huge advantages 
for customers: the smaller the transistors on 
a chip, the lower the energy consumption and 
higher the speed. Measuring the size of 22 
football fields, the plant is commensurate with 
TSMC itself: a giant with a chokehold on global 
semiconductor manufacturing.

Scale, strategic importance, and superior products 
all make this company the most important 
in the world.
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About Cabot Wealth Network

This report is published by Cabot Wealth 
Network which was founded in 1970 by Carlton 
Lutts, a disciplined investor with an engineering 
mind who developed a proprietary stock 
picking system using technical and fundamental 
analyses. 

Cabot Wealth Network has grown to become 
one of the largest and most-trusted independent 
investment advisory publishers in the country, 
serving hundreds of thousands of investors 
across North America and around the world.
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