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Executive summary

We believe that Atrtificial Intelligence (Al) could have over the long-term a positive impact on productivity and
GDP growth. However, the impact will not be linear across sectors, especially in the early phases. Those
companies that are already investing heavily in Al technologies are the most likely to see benefits to revenues
and/or profitability, but disappointments will happen given increased and new competitive pressure as well as
the emergence of questionable business cases in light of the involved costs.

With rising expectations around Al, the tech sector and US mega caps have outperformed strongly in recent
times, leading to higher market concentration. In particular, the US tech companies have risen by 300% since
the start of 2019, whereas non-tech stocks gained just 79%.! This poorly discriminated performance has been
driven by robust earnings growth in the US Mega Cap, a supportive economic backdrop and the launch of
ChatGPT 3.5 (2023) that led to a cycle of investment in Al technologies. Investors may need to consider a
potential reset of the tech sector’s valuation levels, and determine the companies which are likely to be the
future winners and losers across the market.

To help identify such companies, we use a framework which categorises them into four Al types: tech
providers, tech enablers, deployers and disruptors. The Al tech providers (e.g. semiconductor companies) are
the early winners that are well-positioned to exploit the robust Al demand, while the Al tech enablers (e.g.
hyperscalers/cloud providers, data centres) are heavy investors in Al, purchasing the majority of the leading-
edge Al graphics processing units (GPUs).2 The Al deployers are those businesses that are already leveraging
Al to transform their businesses whereas the Al disruptors are new entrants that will disrupt business
processes by using Al technologies to achieve greater scalability.

There will be winners and losers in most industries. However, to be a “winner” a company needs not only to
be an early-mover in terms of investing in Al, but also possess a proprietary data advantage, an existing
competitive edge based on market position and an ability to innovate successfully. Otherwise, any advantages
from using Al technologies could be competed away. In our view, the future winners are most likely to be found
among the existing competitively-advantaged companies.

We highlight those industries which may see a meaningful impact from Al beyond the tech enablers and related
suppliers, such as the software and services, media and entertainment, commercial and professional services
and industrials sectors. Our attention is also focused on areas where Al will have a significant role, but the
long-term outcome for growth and margins is uncertain. These include the financials, as this sector is an early-
adopter, and health care, given it is already investing notable capital in Al.

To finish, we highlight findings from interviews conducted by Amundi Technology with senior financial services
executives over the last six months. For example, GenAl was discussed in almost every conversation, unlike
in the past when it was rarely mentioned. In addition, the rapid pace of change those businesses are now
facing was emphasised. Any time frame for optimising business plans that stretches beyond six months is
considered by these executives as being long-term. This pace has ensured that the best-in-class companies
are seeking partners to help them navigate their challenges. In particular, attention was drawn to the
importance of using Al to unlock the power of proprietary data, given that some of the Al technologies will
become commoditised. Al can do general things very well, but may struggle when it comes to specifics.

“While AI has the potential to drive productivity gains,
its impact may vary across sectors and may not be
immediate. With high concentration in the market, we

favour opportunities outside the mega caps.”

VINCENT MORTIER MONICA DEFEND
Group CIO, Amundi Head of Amundi
Investment Institute

Data to 18 July 2024 from 1 January 2019. Data refers to the S&P 500 Information Technology (IT) and ex IT Indexes.
2 A graphics processing unit (GPU) is a computer chip that renders graphics and images by performing rapid mathematical calculations.
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Artificial Intelligence adoption cycle
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Al Tech Providers

(e.g. semiconductor companies)
Innovative companies that develop the technology needed for Al adoption. They
are early winners well-positioned to successfully exploit the robust Al demand.

arrech Enablers
typ e s of (e.g. hyperscalers/cloud providers, data centres)

companies

These are mainly US companies which are investing heavily to create the infrastructure
and achieve a first-mover advantage in AL

artech Deployers

(e.g. software, media(entertainment)
These are the companies that are investing in AI to enhance their business
models.

arDisruptors

New entrants will use Al to disrupt business processes by leveraging technologies
to be more scalable.
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Sector opportunities
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Source: Amundi Investment Institute, July 2024. Based on GICS level 1 industry groups. The industrials sector includes the commercial
and professional services industry group. Expected Al relevance by sector indicates how Al could impact changing dynamics and the
differentiation of companies within the sector.

“There will be winners and losers in most industries.
To be a winner, a company must invest in Al early, have a proprietary data
advantage, a competitive edge and the ability to innovate successfully.”
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Al revolution: where are we and what comes next?

We have experienced three periods of elevated productivity growth driven by the adoption of new technologies
going back to the mid-1950s: the mainframe, PC and web browser. We believe that Al represents a new
technology paradigm that could lead to technology driven productivity gains in the coming decades (see the
Macro Focus below). From an investor’s point of view, the main questions are to what extent will these
productivity gains result in higher earnings growth and how much of this future growth prospect is already
captured in valuations.

Sector earnings and revenue growth expectations

Al technologies will not be adopted by all businesses, or sectors simultaneously, and those that are expected
to benefit will do so within different time frames. In our view, the companies that are making large Al
investments in an attempt to further sustain their existing competitive positions, are likely to see earlier benefits
to revenues and/or earnings than those with more limited resources. As regards sectors, it will be those that
are labour and/or data intensive that are the likely to benefit the most from Al over the medium- to long-term.
Overall, we believe that Al could have a long-term positive impact on global earnings, but with differences
across sectors and companies.

Macro Focus: long-term productivity gains from Al

As a general-purpose technology, we expect Al to affect all production factors: labor, capital and productivity.
The Al tech cycle is seen as significantly different from previous cycles, as it is affecting creative and cognitive
jobs as well as physical ones. Jobs will be loss while others will be transformed or created that currently do
not exist. As a result, the impact on real GDP growth might be more ambiguous than productivity gains.
Focusing on its impact on growth, we anticipate that Al adoption will proceed in three phases: the first will be
characterised by innovation and capital accumulation, but there will be limited visibility on the productivity
effect; the second will involve a widespread Al implementation and increases in productivity being achieved,;
and a third will show diminishing marginal returns to further adoption. In our analysis, Will Al increase economic
arowth?, we conclude that it will take time for productivity gains to be realised due to hurdles, such as:
infrastructure availability, readiness of enabling technologies, GenAl models’ huge energy usage, regulatory
uncertainty and skilled labor availability. These may dampen the speed of deployment, but in the long-run, we
expect Al to be widely adopted and have a positive impact on productivity and GDP growth.

“We expect Al-led productivity gains in the global economy to follow a bell-
shaped pattern, with positive changes evident in the near-term and larger
benefits achieved later on.”

Annalisa USARDI, Senior Economist, Head of Advanced Economy Modelling, Amundi Investment
Institute

Sector valuations in a historical perspective: will we see areset in US valuation levels?

The US tech sector’s earnings trended in line with the rest of the market between 2010 and 2017, but then
embarked upon a virtuous cycle from 2018 (except in 2022), growing 2 to 3 times faster than that of the non-
tech companies. This robust growth ensured that the sector rose by 300% since the start of 20193, whereas
overall S&P 500 Index gained just 79%.

In January 2022, the sector’'s performance declined, as consumer demand for tech products began to
normalise post Covid-19 and earnings growth weakened. In addition, high inflation increased expectations for
interest rate rises which placed downward pressure on the valuations of growth stocks across the market.
However, the sector’s performance turned in 2023, as tech companies began to see: an earnings growth

3 Source Bloomberg, data as of 18 July 2024. Data refers to the indexes in Figure 1.
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recovery (unlike the rest of the market), partly due to cost cutting; an easing in US interest rate expectations;
and the launch of ChatGPT 3.5 that led to a cycle of corporate investment in Al technologies. This resulted in
the top US stocks, in particular, the Magnificent Seven* experiencing a surge in earnings and valuations. These
stocks have dominated equity returns over recent times, leading to extreme market concentration. However,
with significant earnings growth expectations already priced into these stocks, we believe that the rest of the
market could benefit from a broadening of the rally beyond the mega caps. This has started to materialise in
recent days driven by rising expectations of upcoming rate cuts from the Federal Reserve after the recent
inflation report and concerns about the tech sector related to geopolitical developments.

Figure 1: Magnificent 7 and US tech sector outperformance versus the S&P 500 Index
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Source: Amundi Investment Institute on Bloomberg. Data as of 18 July 2024. Data rebased 100 as of 1 Jan 2020. Magnificent 7 is a S&P500
weighted index of the Magnificent 7 stocks. Price indexes in USD.

Specifically, the sector’s strong relative profitability growth may slow, while that of the broader market could
start to improve. In fact, the market's earnings growth may cross that of the tech sector in the second half of
this year. In addition, we are concerned about the sustainability of the US Al tech providers’ growth and
profitability.

Figure 2: US tech valuation levels on a historical basis (price to earnings ratio)
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Source: Amundi Investment Institute on Bloomberg. Data shows the Index estimated P/E (price/earnings) for next year, as of 18 July 2024.

4 US Top tech/ tech-driven stocks - Nvidia, Meta Platforms, Tesla, Amazon, Alphabet, Microsoft and Apple.
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The vast majority of Al GPUs are being sold to a few leading cloud hyperscalers, which are producing their
own chips in an attempt to reduce costs (a GPU costs approx. USD 30,000). Also, the end-customers across
a variety of industries require an acceptable return on investment (ROI) on their Al-spend. If this is not achieved,
these businesses may slow down their spending, thereby dampening the Al tech providers’ growth and profit
outlooks. With that in mind, we may see a reset of some of the valuation levels of the US tech companies.

We use our composite valuation indicator (CVI) to assess sector valuations from a historical perspective and
identify those most at risk of a valuation reset. This indicator is based on a basket of criteria relative to the
market — price/book, dividend yield and price/free cash flow. We rank sectors in percentiles from 0 to 100%,
according to the percentage of time a basket was the cheapest over the last 35 years (0% never been cheaper;
100% never been more expensive) (see Figure 3). Based on this data, the US semiconductor sector looks
expensive (unlike the European semiconductors) while other tech areas are not at extreme valuation levels.

Figure 3: Sector valuations relative to market versus historical levels
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Assessing AI winners and losers

To help identify winners, we categorise companies according to the way Al is affecting their businesses.

Al tech providers — (e.g. semiconductor companies) These are the early winners as their strong
innovative skills ensure that they are well-positioned to successfully exploit the robust Al demand.

Al tech enablers — (e.g. hyperscalers/cloud providers, data centres) The top four hyperscalers (all US
companies) will spend close to USD 200 billion on capital expenditure (capex) this year, a rise of 31% from
2023; the total figure comprises the entire increase in the forecasted capex of the companies in the S&P
500 Index. This investment is driven by a desire to achieve a first-mover advantage in Al, which may allow
them to further sustain their competitive positions. Already, nearly two thirds of the purchases of the
leading-edge Al GPUs are made by these businesses. Also, there is an ecosystem of companies that
provide technology components/materials for the construction of data centres as well as services to deploy
Al. This includes: semiconductor manufacturers with offerings in areas such as dynamic random-access
memory (DRAM); networking equipment and storage; electronic components; manufacturers of cooling
technologies and equipment; and IT consultants that help companies to implement Al strategies.

Al deployers — We are finding some attractive opportunities in this category: near-term deployers among
the software and media/entertainment companies; and medium/long-term tech-centric leaders that will
provide value as they leverage on Al. The current strong data growth combined with the Al technologies
is creating an opportunity for those that are investing in tech expertise. Insights derived from this data may
enhance businesses’ growth and margin profiles and be a performance differentiator when companies are
facing cost pressures and difficulties in achieving pricing power. On a cautious note, management are
reluctant to increase IT budgets, given the lack of visibility on how Al will be used and ROIls. Also, models
can provide false outputs (“hallucinations”) and need training before being used for important decisions
while concerns about competition, data privacy and Al misuses may result in new regulations.

Al disruptors — New entrants will use Al to disrupt business processes by leveraging technologies to be
more scalable. Our global thematic investment philosophy focuses on “disruption” which we define as any
innovation or product that creates or transform markets. GenAl could be a notable disruptive technology,
which is why its long-term impact is not clear. With this focus, we selected investment themes which may
offer attractive opportunities, in our view.

Figure 4: Long-term global Al themes offering opportunities
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Source : CPR Asset Management, June 2024.
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Insights into AI and financial services companies

Interview with Benjamin Lucas, Chief Executive Officer, Amundi Technology by Swaha Pattanaik, Head of Publishing

and Digital Strategy.

BENJAMIN LUCAS
Chief Executive Officer,
Amundi Technology

“Leading
companies are
looking at AI in
terms of a
broad
restructuring of
the way they do
business.”

Ben, you interviewed a large number of very senior financial services
executives over six months to get concrete insights into what clients want
and how their needs are changing. How focused were they on Al?

Firstly, it is important to never assume client needs, or indeed, that they need the
same things that they needed before. It is therefore incredibly important to stay
connected and to listen. | have been leading conversations like this for much of the
last decade and what was really striking this time was that GenAl came up in almost
every conversation over the last six months. In previous conversations, CEOs had
highlighted cloud, data and talent, but rarely mentioned Al.

Was there a unifying theme that really stood out?

The scale and pace of change. We are at the edge of a precipice with massive
structural changes coming in ways that we haven't seen before. Against a
backdrop of change fatigue, there is a sense that what is happening now is truly
different. Typically, leaders plan in terms of optimising their business for the next
three, five or maybe ten years, and anything beyond that is the long-term. In
speaking to the large tech companies, that optimisation timeframe has dramatically
reduced, as one leader said to me anything beyond six months is now long-term.
The speed at which the landscape is changing is phenomenal and each of us is
going to have to deal with this dramatic shift in time frames.

How challenging will it be to adapt to such rapid change?

People often referenced regulation as a hurdle to innovation, whilst of course
accepting the need for it. We are now seeing some regulators globally embrace
the newer technologies and recruiting for the skillsets to allow them to effectively
regulate the application of these technologies and support the growth of the sector.
What may be more of an obstacle are the cultural challenges.

Leaders will have to overcome the normal human inertia when it comes to change.
They may also face ‘change fatigue’, as leaders have been grappling with wave
after wave of new ideas and technologies — blockchain, tokenisation, cloud — with
wildly varying levels of success. There is such an immediate opportunity, that the
incentive to get this right is large.

What are the best-in-class companies in financial services doing?

They are really looking at it in terms of a broad restructuring of the way they do
business, and the leadership’s incentives are aligned with the long-term imperative
to adapt to this fast-changing world.

The other distinguishing feature of the companies that are outperforming, is that
they realise they can’t work in isolation from the big tech firms. Financial services
companies won't outcompete Big Tech when it comes to Al scientists or investment
in Al. But there’s really no need to compete. The important thing is to choose
partners that can see what’s coming next and that can help them to navigate their
specific business challenges.
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“When it comes
to Al every
human decision
will have a
much greater
impact than is
currently the
case.”

Another thing that will determine whether a company is successful in the future is
the intellectual property that is specific to that business. This typically exists in a
broad range of places — in the heads of their employees right through to their own
proprietary data. How they use Al to unlock the power of it will determine their
success.

Speaking of employees, what sort of work will people working in financial
services do in the future?

When you move to a world of hyper-automation and mass-distributed Al bots, there
will be much more machine-to-machine interactions and fewer human-to-machine
interactions. And when you talk to academics or big tech firms, their perspective is
that on aggregate, the machines will do things better than humans as the
technology progresses.

But this is also exactly the sort of environment in which human capabilities will be
massively leveraged. There will be some element of human oversight and
interaction when it comes to Al, and every human decision will have a much greater
impact than is currently the case. Al becomes a force multiplier for humans.

This won'’t be a case of people doing well purely because they know how to write
prompts for Al. The real edge that people will have over machines will be their
domain expertise, whether it is agriculture, manufacturing or financial services. Al
can do general things very well but may still struggle when it comes to specifics,
especially when data isn’t a matter of public record. This is also where companies
can differentiate themselves. Everything that sits in a company’s private database
and that isn’t shared is a differentiator. This data becomes incredibly important, as
is their employees’ knowledge of how to do things. Elements of the technology will
become commoditised, and how boldly it has been applied to the business model
will be the differentiator.

Given the importance of this data, how can privacy concerns be addressed?

Talking about regulating Al itself is going to be hard because the people who are
working on the cutting edge of this technology are not, for the most part, working
for regulators. The better bet in the interim, though this may not be perfect, is to try
and regulate the end activity — helping companies explain exactly what they are
doing and how it benefits the end client. The bigger question is what role should
governments and policymakers play in protecting human activity.

Will developed economies, and in particular the US, always have an
entrenched lead in Al?

India is a really interesting case in point when you’re thinking about this question.
A company that is a leader in Al may have a legal entity in the US, but a lot of the
actual work is done in India. There are literally millions of Indians focused on these
technologies right now. A lot of the skills and capabilities already sit in India. On
top of that, the country is aggressively expanding its public digital infrastructure,
with a very clear goal of where it wants to be. In many ways, you could argue that
India is already among the leaders of the pack.
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Opportunities across sectors

As mentioned previously, to be a “winner” a company needs to have a proprietary data advantage, an existing
competitive edge based on its market position and the skills to innovate successfully. Otherwise, any
advantages from the deployment of Al could be competed away. Generally, other businesses may have to
spend just to keep up with the winning company/ies in its sector, and yet over time, they may not be able to
retain any Al advantages. In our view, the future winners will be the existing competitively-advantaged
companies.

We highlight below some details on a few industries where Al is expected to have a meaningful impact and
benefit the deployers, such as the software and services, media and entertainment, commercial and
professional services and industrials sectors. We also focus on areas where Al is expected to have a role, but
the long-term outcome for industry players’ growth and margins is very uncertain. These include financials, as
this sector is an early adopter, and health care, as notable Al investments are being made by the large
companies.

“AI may bring productivity gains, but without a competitive

advantage, it's unlikely to be a game changer.
Craig STERLING, Head of US Equity Research, Amundi Asset Management

Al Tech: seek providers/ enablers with a competitive advantage at fair valuations

In the US, Al tech providers and enablers are all spending heavily to further increase their technological and
competitive advantages. We believe there are potential winners that stand out.
Investors just need to understand their long-term competitive advantages to
determine a fair value for the growth opportunities they offer. As mentioned
previously, we do have concerns about the Al tech providers’ valuation levels, given
our doubts surrounding the sustainability of their growth and profitability.

In Europe, we believe that most of the Al investment opportunities will be confined to

the tech sector in the near-term. The semiconductor companies operate in different

parts of the value chain as do some US peers, but it is important to note that they
have dissimilar near- to medium-term growth drivers compared to the Al GPU-centric US peers. They have
not fully participated in the recent Al rally. We remain constructive on some of these companies, given they
may stand to benefit as the Al deployment broadens out into the real economy.

Software and Services: productivity and revenue gains from GenAl adoption

The sector includes both Al tech enablers and deployers. These companies are
creating GenAl-related software, which will drive the next phase of the modern
software as a service (SaaS) company.®

The cloud providers and other software and services companies will contribute to
data modernisation which is vital for the deployment of GenAl technologies.® Better
quality data will help businesses leverage their proprietary data and modernise the
data stack which should accelerate projects for cloud migration and digital

5 Software as a service infers that the software lives on a SssS company’s server and the user accesses it remotely.
6 Data modernisation ensures that databases are transformed into a high-quality data which can provide valuable insights to businesses.
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transformation, benefiting cloud vendors.” Before Al moves into production, however, CIOs will need to ensure
that sensitive data is protected.

As GenAl becomes embedded into applications, we
expect the software and services sector to be impacted
from both a productivity (e.g. lower costs) and revenue
perspective. There is already evidence that the
productivity benefits around coding are material while we
expect companies to deliver new applications and
improvements rapidly with a lower level of human input.

Activities of the modern SaaS company

= Software development: coders could
improve productivity by using GenAl co-
pilots, automating repetitive coding tasks,
analysing vast datasets, determining
coding solutions and identifying bugs.

= Customer operations: provide software

On the revenue front, we expect software companies to that could use GenAl to personalise
improve the value delivered to customers through the use responses, analyse customer issues and
of Al (e.g. increase automation, assist in completing tasks generate responses for customers.

and discover new elements within platforms). This should = product development: software to enable
result in some additional pricing power as customers will GenAl to improve product design.

be deriving greater value from the apps and achieving  « Data governance and security: increased
more efficiencies. This will only be the case, however, if need for cybersecurity, data clouds and
the applications are not commoditised over time, and observability.

eventually provided for free.

Importantly, assessing the proper time horizon for each investment opportunity is key. In conversations with
service companies, they highlight that despite their clients being enthusiastic about GenAl, company boards
are hesitant to approve large Al budgets, given the uncertainty about the way Al will be used as well the costs
and returns from Al investments.

Figure 5: GenAl Software Spending
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Source: Amundi Investment Institute on Bloomberg Intelligence, IDC. Data as of April 2024. Forecasts by Bloomberg Intelligence.

Entertainment and Media: adds to customer experience, growth rates and creativity

Across this sector, content creation is already being impacted by text-to-image and
video GenAl technologies. Agencies will use Al tools internally for productivity and
cost reasons, while clients may bring some of these activities in-house. Businesses
that are already investing heavily in Al technologies are expected to realise efficiency
gains over the next 24 months, resulting in accelerating growth rates in the near-term.
However, unless they are successful innovators who are furthering an existing
competitive advantage, these companies may eventually see Al gains being
competed away.

7 A data stack refers to the tools and technologies used to gather, store and process data in a scalable and cost-effective way.
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In the internet advertising segment, there are two perspectives to consider: the consumer-facing and
advertiser-facing. On the advertiser side, companies use GenAl to improve creative content. For example, 15-
second video ads can be produced via an Al engine using a text description, which are effective in different
formats and geographies. These can be changed based on what aspects are driving engagement. Al-driven
messaging platforms are also being developed that improve the ability for brands and companies to connect
with customers. Al tools are making "chatbots" smarter, and eventually, companies may create "agents" where
a consumer asks a computer or phone to "do something”, and the agent does it in the background via a
network of agents. Depending on company-specific factors, this can be seen as a threat or an opportunity.

On the consumer side, businesses use Al to improve customer experiences and increase conversion rates
by providing a full Al system for recommending content across their family of apps. For content companies,
the impact of Al growth is debatable. It benefits studios by enabling more efficient and cost-effective content
creation. However, the barrier to entry for production may decline, allowing new entrants to take share from
legacy film and TV studios. Distributors may see a decrease in the cost per hour of a film or TV show, although
rising talent costs could offset this. Studios that own a distributor, or vice versa, are at lower risk compared to
those with weak distribution.

Financials: those with a sustainable competitive edge may be beneficiaries

Similar to other sectors, we believe that only those banks that have an existing
competitive edge and are early-movers in terms of Al investing, may be beneficiaries
over the medium- to long-term. Being labour and data-intensive businesses, many
aspects of a bank’s operations can be positively impacted by Al (see Appendix 1). In
particular, GenAl offers opportunities to enhance customer service (e.g. automated
chatbots) and product quality while productivity gains and improvements can be
attained through process automation (e.g. risk reporting, credit risk controls). However,
in our view, it is too soon to be confident about Al opportunities within banking. New
regulations are expected while incorrect output will ensure that GenAl cannot be used for important decision-
making, until the models used are trained sufficiently.

“In the long-run, the costs of training models, requlations and cloud
computing limitations may erode the AI advantages of many banks,
leading to a concentration of value among the earliest adopters and

strongest institutions.”
Ciaran CALLAGHAN, Head of European Equity Research, Amundi Asset Management

Turning to the insurance sector, staff costs as a proportion of sales are notable (approx. 25% of sales). We
expect Al to have some impact on areas, such as: claim handling, underwriting processes (e.g. advanced risk
models), customer interactions (e.g. greater personalisation) and agent productivity enhancement (e.g. content
generation). Similar to other sectors, however, those companies that are laggards in terms of Al investment
and/or less competitive will see their Al benefits eventually disappearing.

Health Care: among the winners in the long-run

Within health care, Al is expected to have an impact on the drug discovery process
as well as improve the effectiveness of medical devices and equipment (medtech). In
particular, it has the power to reduce the costs, risks and time involve in discovering
new drugs. It takes approximately eight to ten years and over USD 2.5 billion, on
average, to develop a successful drug. Given that patent protection periods are largely
fixed, a shortening of development timelines can have a material impact on the value
of drugs. In the medtech sector, analysing medical scans for anomalies is one of the
applications particularly well-suited to Al while hearing aids are also benefiting from
Al being used to replicate natural hearing.
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Overall, it is not yet clear which companies will accrue the financial

benefit from these innovations. Large pharmaceutical and biotech ~GeNAl is projected to grow faster
companies have been using machine learning for years to speed up n health care than any other
innovation and approvals, while the ROICs for those businesses el Ty

have not meaningfully improved. This leads us to question whether

any benefit from Al will eventually just accrue to health care payors

(i.e. governments, insurance companies, etc.). For the medtech o Compound
companies, we have seen advances in the past decade. However, o annual growth
it may have been due to company-specific factors as to whether the rate by 2025
benefits of the investments made by these companies in machine

learning were retained. Generally, we believe it is important for

. . eas . Source: Boston Consulting Group (2023),
leaders to establish internal Al capabilities to maximise returns for U FaeKingIthe poterfiallor AlliR Dhig IDiscovery!s
shareholders.

Industrials: strong demand for electrical equipment

In both the US and Europe, the growth in Al technologies will require a notable
expansion in data centre capacity. This, combined with greater digitalisation, the
energy transition and the requirement for greater efficiency, will accentuate the demand
for electrical equipment. The leading-edge companies with the resources and skills to
invest in Al technologies should benefit from this trend, although the sustainability of Al
benefits is in question. Furthermore, the grid in both regions will need substantial
investment. This is positive for medium voltage/distribution equipment companies and
will feed through to the cable and utilities businesses.

A beneficiary of demand for electrical equipment: A European capital goods company provides electrical
equipment to data centres for both power and buildings management equipment, as well as IT room electrical
equipment. Examples of equipment sold would be uninterruptible power supply systems, power distribution
units, cooling equipment and switchgear. In addition, since the power density required by Al applications is
greater than ‘traditional’ data centres, there will be more need for equipment to manage that demand.

Commercial and Professional Services: innovation and efficiency may be enhanced in the near-term

These services companies have large volumes of private data, business content and
software-driven tools for their customers to use in their day-to-day operations. Al offers
them the opportunity to better utilise their data, create new products/services and
improve efficiency. It also enables customers to combine their own data with a
company's proprietary data, providing valuable insights that can significantly improve
outcomes. Additionally, Al allows these functions to operate with less human
intervention than before. Overall, aside from the direct-to-consumer business models
that possess a technological advantage, one should expect companies to see their Al
benefits being competed away.

Energy: Al may help reduce exploration costs

On the positive side, oil and gas exploration is highly data intensive. The identification
of potential targets is somewhat of an artform which has been difficult to replicate using
standard models.

An Al based approach may be better at identifying potential oil and gas fields which
will help to reduce exploration costs.
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IMPORTANT INFORMATION

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy, or
a recommendation of any security or any other product or service. Any securities, products, or services referenced may not be registered
for sale with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority in
your jurisdiction. Any information contained in this document may only be used for your internal use, may not be reproduced or
redisseminated in any form and may not be used as a basis for or a component of any financial instruments or products or indices.
Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise stated, all information
contained in this document is from Amundi Asset Management S.A.S. and is as of 22 July 2024. Diversification does not guarantee a
profit or protect against a loss. This document is provided on an “as is” basis and the user of this information assumes the entire risk of
any use made of this information. Historical data and analysis should not be taken as an indication or guarantee of any future performance
analysis, forecast or prediction. The views expressed regarding market and economic trends are those of the author and not necessarily
Amundi Asset Management S.A.S. and are subject to change at any time based on market and other conditions, and there can be no
assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as investment advice, a
security recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including market, political,
liquidity and currency risks. Furthermore, in no event shall Amundi have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages due to its use.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used
as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as
such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or
prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made
of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI
information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality,
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information.
Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages. (www.mscibarra.com)

The Global Industry Classification Standard (GICS) SM was developed by and is the exclusive property and a service mark of Standard
& Poor's and MSCI. Neither Standard & Poor's, MSCI nor any other party involved in making or compiling any GICS classifications makes
any express or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the
use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness
for a particular purpose with respect to any of such standard or classification. Without limiting any of the forgoing, in not event shall
Standard &Poor's, MSCI, any of their affiliates or any third party involved in making or compiling any GICS classification have any liability
for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of
such damages.

Date of first use: 22 July 2024.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio manager
regulated by the AMF under number GP04000036 — Head office: 90-93 boulevard Pasteur — 75015 Paris — France — 437 574 452 RCS
Paris — www.amundi.com

Photo credit: ASKA ©iStock/Getty Images Plus

Amundi

Investment Solutions




Economy and Markets Amundi Investment Institute

Amundi Investment Institute

In an increasing complex and changing world, investors need to better
understand their environment and the evolution of investment practices in
order to define their asset allocation and help construct their portfolios.

This environment spans across economic, financial, geopolitical, societal and environmental
dimensions. To help meet this need, Amundi has created the Amundi Investment Institute. This
independent research platform brings together Amundi's research, market strategy, investment
themes and asset allocation advisory activities under one umbrella; the Amundi Investment
Institute. Its aim is to produce and disseminate research and Thought Leadership publications
which anticipate and innovate for the benefit of investment teams and clients alike.

Get the latest updates on:

mmm Geopolitics

mmm Economy & Markets
Portfolio Strategy
ESG Insights
Capital Market Assumptions
Cross Asset Research

Real & Alternatives

CHIEF EDITOR

MONICA DEFEND
HEAD OF AMUNDI INVESTMENT INSTITUTE

Amundi

Investment Solutions

Trust must be earned Amun di

Investment Solutions




	Executive summary
	AI revolution: where are we and what comes next?
	Sector earnings and revenue growth expectations
	Macro Focus: long-term productivity gains from AI
	Sector valuations in a historical perspective: will we see a reset in US valuation levels?

	Assessing AI winners and losers
	Insights into AI and financial services companies
	Opportunities across sectors
	Authors
	Editors

