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Artificial Intelligence (Al) has rapidly evolved from a futuristic concept into
a driving force reshaping the investment landscape. Today, Al is not just a
tool for tech giants; it's a transformative element across various sectors,
creating both opportunities and challenges for investors.



2.

The Role of Dominant Companies

At the forefront of this transformation are the larger companies, particularly
in the tech sector. These dominant players are integrating Al technologies to
enhance their operations, boost revenue, and reduce costs. By cross-selling
services and streamlining processes, they are effectively pulling the levers
of efficiency to drive growth.

Companies like Google, Microsoft, and Amazon are leveraging Al to create
synergies within their ecosystems, making it harder for competitors to catch
up. Their ability to innovate quickly and iterate on products gives them a
significant edge. This year has already shown a narrow leadership in the S&P
500, highlighting how these established firms are solidifying their market
positions.

Efficiency Gains and Margin Expansion

Al is proving to be a powerful margin expander. By automating processes and
optimising resource allocation, companies can reduce costs while
simultaneously generating new revenue streams. Advanced Al tools enable
software firms to develop products faster, minimising the time it takes to

bring new features to market. This efficiency is critical in today’s fast-paced
business environment, where speed and adaptability can make all the difference.

However, to fully realize these benefits, companies must maintain a focus on
first principles, ensuring that Al integration genuinely enhances their
operations rather than complicating them.

New Revenue Streams: The Trailblazers

The Al landscape is fertile ground for the creation of innovative services. As
businesses explore the potential of Al, we are likely to see the emergence of
applications that cater to evolving consumer needs. For instance, Al-driven
platforms could revolutionise how we discover content, making personalised
recommendations based on user preferences and behaviours.

While the market may not necessarily favour a winner-takes-all scenario, those
companies that successfully connect the dots and create cohesive,
user-friendly experiences are likely to thrive.

Pricing Power and Value Addition

Industry leaders are also using Al to enhance their offerings, allowing them to

justify higher prices for their products and services. By demonstrating clear
productivity enhancements and resource management improvements, these companies
can segment their value propositions and effectively communicate the benefits

to consumers.

Yet, a critical question remains: does this increased capability translate into
a larger market share and higher profits? While Al can create efficiencies,
it's essential to assess whether these innovations lead to sustainable growth
or simply reinforce the dominance of existing players.

Looking Ahead: The Future of Al Investments

As we consider the long-term trajectory of Al investments, it's essential to
recognise both the opportunities and uncertainties that lie ahead. The
concentration of market gains among a few Al leaders raises concerns about
potential overvaluation and market volatility. Additionally, while Al is

creating new value, it remains unclear whether this growth will be sufficient
to meet market expectations.

Investors should focus on companies that are not only adopting Al but are also
fundamentally transforming their business models and industries. The key will
be to identify those that leverage Al effectively to drive innovation and
efficiency.
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In conclusion, Al is reshaping the investment landscape, offering significant
opportunities for growth while presenting challenges that require careful
navigation. As we move forward, staying informed and discerning will be crucial
for capitalising on the potential of this transformative technology.
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Economic Commentary

FTSE 100 weekly winners FTSE 100 weekly losers
Just Eat Takeaway.com N.V. 15.2% Spirax Group plc. -10.1%
Hikma Pharmaceuticals Plc 8.0% Abrdn plc -8.9%
CRH public limited company 7.5% Fresnillo PLC -6.6%
Rolls-Royce Holdings plc 4.5% United Utilities Group PLC -6.5%
Barclays PLC 4.4% Burberry Group plc -6.2%
Standard Chartered PLC 3.8% BT Group plc -5.6%
Entain PLC 3.4% Coca-Cola HBC AG -5.3%
FTSE 100 index, past 12 months EuroStoxx 600 index, past 12 months
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All data shown in GBP.

The information in this document is for private circulation and is believed to be correct but cannot be guaranteed. Opinions,
interpretations and conclusions represent our judgement as of this date and are subject to change. The Company and its related
Companies, directors, employees and clients may have position or engage in transactions in any of the securities mentioned. Past
performance is not necessarily a guide to future performance. The value of shares, and the income derived from them, may fall as
well as rise. The information contained in this publication does not constitute a personal recommendation and the investment or
investment services referred to may not be suitable for all investors; therefore we strongly recommend you consult your Professional
Adviser before taking any action. All references to taxation are based on current levels and practices which may be subject to
change. The value of any tax benefits will be dependent on individual circumstances.
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