Artificial Intelligence (Al) has emerged as a major topic of conversation this year and we have received
several questions from our clients about its impact. In response, we thought it would be helpful to
share our thoughts on Al and address some of the questions we’ve been receiving. We have organized
our thoughts into the four bullet points below:

I Artificial Intelligence (Al) isn’t new, so what’s changed?

1. What are the potential impacts on the economy; the labor markets; and
investments?

1l. Will the Al cycle be different from past technology cycles?

V. What are the potential risks?

(N Artificial Intelligence (Al) isn’t new, so what’s changed?

Al has been around for a very long time (since the 1960s), and mostly focused on getting machines to
mimic human intelligence to perform specific tasks. Good examples would be the voice assistants we
have all interacted with like Alexa and Siri, as are customer service chatbots that pop up to help you
navigate websites.

What’s changed is the emergence of Generative Artificial Intelligence (GAI). According to Goldman
Sachs, the new GAI technologies like Chat GPT, DALL-E, and LaMDA are distinguished by three main
characteristics: 1) their generalized rather than specialized use cases, 2) their ability to generate novel
human-like output rather than merely describe or interpret existing information, and 3) their
approachable interfaces that both understand and respond with natural language, images, audio, and
video. When you ask Chat GPT to describe what it can do, here is part of the response it gives.
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"Generative Artificial Intelligence (Al) refers to a class of Al models and algorithms that
have the ability to generate new content or data. Unlike traditional Al systems that rely
on explicit rules or predefined responses, generative Al models can autonomously
produce original and creative outputs...

Generative Al has a wide range of applications, including:

1. Content Generation: Generative models can create realistic images, videos, music,
and text, which can be used in various creative fields such as art, design, and
entertainment.

2. Data Augmentation: Generative models can be used to augment datasets for
training other Al models. For example, they can generate additional synthetic
data to improve the performance of computer vision or natural language
processing algorithms.

3. Simulation and Scenario Generation: Generative Al can be used to simulate
realistic scenarios for training purposes, such as virtual environments for
autonomous vehicles or simulations for training medical professionals.

4. Creativity Support: Generative Al can assist artists, writers, and designers by
providing inspiration, generating ideas, or creating initial drafts that can be
further refined by human creators.



5. Personalization: Generative models can be used to personalize user experiences
by generating customized recommendations, advertisements, or content tailored
to individual preferences.”

Did anything in the above description seem off to you? Maybe not. The grammar is perfect, the tone
works, and the narrative flows. A pretty good demonstration of its capabilities. If you want to try it out,
go to: https://openai.com/blog/chatgpt

Il. What are the potential impacts on the economy; the labor markets; and investments?

The economy:
The potential impact of Al on economic growth and productivity is huge. The economic team at

Goldman Sachs estimates that Al adoption could drive almost $7 trillion in global economic growth over
a 10-year period. It’s also estimated that productivity could grow 1.5% faster annually over that same
period. In fact, a recent study by Erik Brynjolfsson and his co-authors revealed that productivity rose by
14% among customer service workers at a major software firm after they were given access to GAI. A
huge pickup in productivity.

Al has been improving exponentially for many years but is only now that we have reached the point
along the curve where it can surpass humans on a wide variety of cognitive tasks. The charts below
illustrate how quickly Al technologies have been improving.
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The research team at the Bank Credit Analyst (BCA) believe that Al’s progression is following an
exponential growth curve, more likely a hyper-exponential curve and that advances will occur much
faster than expected. BCA believes the transition to super-intelligent Al has the potential to impact
economic growth as much as the Agricultural Revolution and the Industrial Revolution. Both revolutions
experienced a 30-to-100-fold increase in GDP growth relative to the preceding periods. The potential is
significant.
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The Labor Market:

The chart below is a good reminder that even as the economy grows, the workforce is continuously
evolving and changing. Unlike a century ago, very few people work in agriculture today, with the
majority of jobs now in the service sector. It is estimated that 60% of US workers in 2018 were
employed in occupations that did not even exist in 1940.
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We expect that Al has the potential to significantly disrupt the labor market. As the Luddites (people
opposed to technological change) discovered, just because technological innovation tends to result in
higher living standards for most workers, that does not apply to all workers. Although economic growth
should lift the overall economy and standard of living for workers, some professions and jobs will be
more vulnerable to disruption than others. These workers will need to be retrained to prosper in the

age of Al. Below is a list of some of the occupations that may be most and least impacted by the coming
Al revolution.



Al Has The Potential To Replace Many Tasks Performed By Humans
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Investments:

The amount of money being invested in Al has taken off over the last decade, see the chart
below. According to Stanford’s Al Intelligence Report, global corporate Al investment is up 10-fold since
2013 and should grow significantly in the years ahead.



Corporate Investment In Al Has Taken Off Over The Last Decade
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According to BCA, the beneficial impact on technology stocks from the Al revolution, though sizable
could be a lot smaller than the impact on economic growth. This is because rapid technological change
could render many existing technologies obsolete, leaving many of today’s tech companies in the

dust. The divergence between winners and losers may be wide. Below are some examples of potential
winners (not necessarily current recommendations!).

Insight Partners projects that global revenue for Al-dedicated processors will grow at an annualized rate
of 35% from 2019 to 2024, reaching $83 billion by 2027. This should benefit chip designers and
manufacturers such as Nvidia, AMD, and Intel.

Technology platform companies such as Google, Meta, and Baidu that have access to large amounts of
data and the technical expertise to leverage that data will benefit. So will cloud-service providers such
as Amazon, Microsoft, and IBM, which have the ability to make this data available to other companies,
while also integrating it into their own product offerings.

Goldman Sachs estimates that enterprise software companies will be big beneficiaries, as generative Al
(GAI) should lead to new companies and offer incumbents new growth opportunities. They estimate
GAl could increase enterprise software by over $150 billion in the next decade, this would benefit firms
like Salesforce, Intuit, Adobe, and others.

According to BCA, some of the biggest winners may actually be commodities and real estate. Mainly
because Al has the potential to create an economic boom that would increase the need for
commodities, digital workers, robots, etc.

Cybersecurity is already a huge business and will only continue to grow in the future. Firms that can
incorporate Al safety into their offerings will be very well positioned in the years ahead.

Several exchange-traded funds (ETFs) have popped up in the past couple of years, however, most of
these funds are too broad and include all Al applications, from self-driving cars to service robots, etc.
Many of which we may not benefit from the true potential of Al.

V. What are the potential risks?

The risks are substantial. With Al’s ability to improve at an exponential rate, there is a chance that both
the investment community and the broader public may be blindsided by how quickly Al transforms



society and the economy. Al has the potential to revolutionize society and the economy for the better,
although it has the potential for negative outcomes. There are potential risks to our infrastructure,
financial system, and even our government and defense industries if it is not regulated properly. As of
now, there are no regulating bodies in the U.S. or globally that are overseeing the use of Al
technologies. We view this as a substantial risk and will be monitoring closely how this evolves in the
future. We will provide updates on important changes as they occur.

We hope you found the above informative, please give us a call if you have any questions or would like
to discuss.



