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Who will capture the Al windfall?

Al adoption appears to have boosted UK and US GDP
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e From demand boost to supply transformation? Investment in the infrastructure necessary to run artificial
intelligence (AI) is boosting aggregate demand. This temporary counter-cyclical impulse helps to explain why global
growth has not slowed this year despite the headwinds from rises in energy prices and interest rates. However, the
bigger question remains whether AI will prove to be a transformative “general purpose technology” that raises long-
run trend growth. Recent surges in “information and communication” and “professional, scientific and technical
services” output in some economies raises the likelihood that the answer will be a qualified “yes”.

e Initial demand boost: To date, investment in the hardware needed to run Al has predominantly boosted Asian exports.
In September, exports from China were up 36% yoy, from Taiwan 61% yoy, and from South Korea 84% yoy. The surge
in share prices of major software and hardware companies in the industry has also created a big wealth effect in the
US, where households hold more of their wealth in equities than real estate. As US business investment outside
software and tech hardware is stagnant, and much of US hardware spending leaks into imports, consumption remains
the key driver of US growth (see US: Al investment boom cannot sustain rapid growth, 10 June 2026). This makes US
growth vulnerable to an equity market correction, which could hit consumer sentiment and the spending that
currently depends on the wealth effect.

e Investors do society a favour: The voracious appetite to finance and undertake Al investment is driven by the belief
that the fixed assets, software and intellectual property built will deliver major payoffs. This may or may not be true.
Strong competition between the designers of large language models (LLMs), the homogeneity of data centres, and
rapid depreciation in chip values both due to their longevity (chips last only two to six years) and rapid improvement
in chip design suggests to us that some investors will be disappointed. But even if that proves to be the case, the
investment boom will leave behind infrastructure that society will be able to use. Both Britain’s oft-cited 1840s railway
mania and the late 1990s telecoms bubble left investors with losses — but also gifted society with infrastructure that
underpinned major gains in total factor productivity, economic output, and living standards.

e Signs of progress: In many economies, growth has picked up in sectors most likely to make early use of Al This
suggests that it can provide a lasting boost to supply. In Q2, the “information and communication” and “professional,
scientific and technical activities” sectors contributed more to growth in most major economies than their 13-21%
shares of total economic output — see Chart. For example, the detailed output breakdown of UK monthly GDP for
August showed an 11% yoy gain in “computer programming” and a 20% yoy jump in “scientific research and
development” (R&D). The boom in IT and R&D could herald broader gains in productivity. Of the eight economies
included in out chart, the US, UK, Spain and France appear to be making best use of Al so far. Whether consumers or
corporates ultimately capture the gains from AI will depend on the competitive structure of the market in each product.

¢ Employment risk? The evidence of the Al effect on employment remains mixed. In the UK, employment in both of the
two main Al-adopting sectors has declined. But we should be wary of reading too much into this given weak hiring
demand across the board following policy-driven increases in the costs of employment there. Sector employment has
held broadly steady in the US and France and increased in Spain. Predictions of imminent mass unemployment look
far-fetched. Like previous tech revolutions, AI will almost certainly create new jobs as well.
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Disclaimer

This document was compiled by the above-mentioned authors of the economics department of Joh. Berenberg, Gossler &
Co. KG (hereinafter referred to as “the Bank”). The Bank has made any effort to carefully research and process all
information. The information has been obtained from sources which we believe to be reliable such as, for example,
Thomson Reuters, Bloomberg and the relevant specialised press. However, we do not assume liability for the correctness
and completeness of all information given. The provided information has not been checked by a third party, especially an
independent auditing firm. We explicitly point to the stated date of preparation. The information given can become
incorrect due to passage of time and/or as a result of legal, political, economic or other changes. We do not assume
responsibility to indicate such changes and/or to publish an updated document. The forecasts contained in this document
or other statements on rates of return, capital gains or other accession are the personal opinion of the author and we do
not assume liability for the realisation of these.

This document is only for information purposes. It does not constitute investment advice or recommendation to buy
financial instruments. It does not replace consulting regarding legal, tax or financial matters.

Remarks regarding foreign investors

The preparation of this document is subject to regulation in the United Kingdom. The distribution of this document in
other jurisdictions may be restricted by law, and persons, into whose possession this document comes, should inform
themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals, but not for private customers. It
is not for distribution to or the use of private investors or private customers.

United States of America

This document has been prepared exclusively by Joh. Berenberg, Gossler & Co. KG. Although Berenberg Capital Markets LLC,
an affiliate of the Bank and registered US broker-dealer, distributes this document to certain customers, Berenberg Capital
Markets LLC does not provide input into its contents, nor does this document constitute research of Berenberg Capital Markets
LLC. In addition, this document is meant exclusively for institutional investors and market professionals, but not for private
customers. It is not for distribution to or the use of private investors or private customers.

This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital Markets LLC (+1 646
949 9000), if you require additional information.

Copyright
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, copied,
photocopied or duplicated in any form by any means or redistributed without the Bank’s prior written consent.
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