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2025 has proved to be an eventful year so far. In our view, it has
been defined by continued Al progress and, more recently, early signs
of its disruptive potential. In terms of model progress, we have seen
new Al models from OpenAl, Anthropic, Alphabet and xAl, that have
continued to push the boundaries of Al capability. These models have
made significant gains in key Al benchmarks, such as Humanity's Last
Exam, made possible by the advent of a new scaling vector in so-
called reasoning models and test-time compute that allow more time
to build chains of thought to generate significantly better responses.

Recently, we have seen xAl release Grok 4, which Elon Musk claimed
was the smartest Al in the world. This claim has subsequently been
challenged by a new model from OpenAl, GPT 5, which, according
to several other benchmarks, has regained the lead. Not only does
this show that the Al race is alive and well, but this fundamental
progress in Al models is underpinning our constructive outlook for
the tech sector. We expect its progress to remain rapid, reflecting Al
scaling five to six times faster than the improvements in transistor
density that transformed our adoption of semiconductors, as
predicted by Moore’s law. Should Al scaling continue at this pace we
are likely to be regularly surprised by Al progress as well as the size
of the market opportunity addressable by Al.

Rapid Al adoption

Better models have also continued to drive Al adoption, which has
also significantly increased this year. Consumers are beginning to
adopt Al as an alternative to traditional search, as referenced by
OpenAl, the market leader, which has seen its weekly average users
increase from 300 million at the start of the year to around 800
million today. In fact, every day, OpenAl handles a billion queries

— just three years after the launch of ChatGPT. To put this into
context, and to highlight how much faster Al adoption is likely to
prove relative to earlier technologies, it took Google until 2009, 11
years after it was established, to achieve a billion daily searches.

The combination of better models, improved reasoning and more
users is driving an explosion in Al volumes. For instance, users of
Cursor, an Al code editor, are already generating a billion lines

of code every day. At Microsoft, 35% of the code required for

new software is already Al-generated. Coding is just one of many
applications that are driving remarkable token growth. Another way
of measuring Al volume, tokens are the smallest chunk of text a
language model can read or generate.

18 months ago, Google was processing 5 trillion Al tokens a month.
In June, it processed nearly a quadrillion. That's 1,000 trillion — more
than double the amount it processed in May.

Fuelling Al revenues and investment

Al revenues have also risen sharply, particularly for Al natives such
as OpenAl, which has grown sales from $1 billion in 2023 to more
like a $12 billion revenue run rate today. Rival Anthropic is said to
have a $4 billion revenue run rate. In addition, in its March quarter,
Al was a meaningful contributor to growth at Microsoft Azure.
Meanwhile, Meta has said it is seeing strong returns on its own
internal Al spending, with Al driving 5% more ad conversions and
6% more time spent on Instagram in Q2 alone.

This growth, together with confidence in likely further Al progress,
has seen Al investments significantly increase. In 2023, the year
following the launch of ChatGPT, the five largest cloud companies
spent a combined $130 billion. In 2024, this rose 70% year-on-
year to $225 billion. And in 2025, despite earlier DeepSeek related
concerns, spending is expected to exceed $375 billion. In addition
to hyperscaler CapEx, sovereign spending on Al is now exceeding
$50 billion annually. Yet despite spending $447 billion between
2022 and 2024, the industry is still Al-capacity constrained, which
helps explain why CapEx estimates have continued to move higher.
One prominent sell-side analyst believes that, between 2025

and 2027, more than an additional $1 trillion will be spent on Al
infrastructure. We believe that the scale of this spending, perhaps
as much as 1% of GDP in 2026, ultimately reflects confidence in Al
progress, the scale of the Al opportunity and its likely status as the
next general purpose technology.

While NVIDIA, our largest holding, has been the prime beneficiary
of Al investment, it has also benefited many other companies
across compute, storage and networking. A power bottleneck has
also seen Al investments significantly benefit power and cooling
companies. By 2028, Anthropic believes total Al training power
demand may reach 20 to 25 gigawatts. For context, Microsoft,
the second largest hyperscaler, has created just two gigawatts of
datacentre capacity globally during the past year. We are excited
about investment opportunities within power and cooling, and
consider the sector to be the first of many likely to be pulled into
the broader Al theme.
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Agentic Al

Looking forward, the next significant Al waypoint is agentic — the idea
of Al agents being able to plan, make decisions, and complete tasks
to achieve a specific goal without human intervention. We are so
excited about agentic Al that we made it the theme of this year’s PCT
Annual Report. At a prosaic level, agentic Al might be able to find a
hotel and book it on my behalf, acting as a tool to help me, rather
than using an online travel agent. However, our excitement is about
the bigger prospect of non-human scaling possible with agentic Al.

In our opinion, some of the most exciting moments in history have
been driven by non-human scaling. Mechanisation during the
Industrial Revolution allowed us to overcome physical constraints.
The information age and the digitisation of knowledge saw us
overcome informational and geographic constraints. We believe
agentic Al has the potential to allow us to overcome cognitive and
time constraints. A good way to think about this was something
said by the NVIDIA CEO, Jensen Huang, when he described a
future NVIDIA that could be 50,000 strong in terms of people, but
augmented with 100 million Al assistants. If Huang is right, this
could help us unlock significant productivity gains and unknowable
positive externalities while enabling individuals and companies to
reduce their dependence on human scaling.

Beyond agentic lies artificial general intelligence (AGlI), also
described as superintelligence. While we do not know when this
will happen, we are confident that it will. Sam Altman, the CEO of
OpenAl, has said superintelligence is possible in a few thousand
days, while Mark Zuckerberg has recently said superintelligence

is in sight. Elon Musk, perhaps unsurprisingly, has been bolder,
suggesting that the probability of Al exceeding the intelligence of all
humans combined by 2030 is essentially 100%.

Our positioning

What does this mean for investors and how are we positioned

for it? We see more disruption ahead. More than two years

ago, following the launch of ChatGPT, we pivoted our portfolios
decisively in favour of Al, describing ourselves as Al maximalists.
Since then, we have been hugely excited by and have participated
in the progress that Al is made. However, Al disruption has been
relatively modest as nascent Al has largely coexisted with pre-Al
technologies. This is consistent with the Christensen theory of
creative destruction, where new technologies begin as complements
but often end as substitutes. However, more recently we have
begun to see Al disruption emerge in several areas, including
executive search, ad agencies, information services, and even within
software, where shifting investment narratives have begun to cast
some companies as losers from greater Al capability.

In our opinion, the recent derating of software stocks, something
we anticipated some years ago, reflects the risk posed to their
growth profiles. Al threatens not only the perceived business model
made possible by the cloud, but also the value of their code bases
that have taken decades to create but look less valuable in a world
where Al can produce maybe a third of new code today.

The disruption that we are seeing in software is unlikely to end
there. Just as increasing Al capability increases the aperture of the
Al opportunity, so it should increase the scope and speed of Al
disruption. At the same time, cheaper, better Al is likely to create
market opportunities that did not exist before. Both the smartphone
and cloud cycles inform us that these new market opportunities —
what we call invisible market opportunities — can be significantly
greater than the earlier identifiable ones.

Al disruption and incumbent technology

After years of having to contend with a remarkably narrow market
driven by the remarkable Mag 7, more significant Al disruption
and new market opportunities should mean that we begin to see
Al begin to exert both positive and negative impulses on existing
businesses and profit pools. In our view, we are beginning to

see this already, with more of a two-way debate around the Al
positioning of several of the Mag 7 members.

We also know the creative destruction within technology means
that new cycles have rarely proven positive for incumbents. As such,
we have begun to reduce our exposure to several of the Mag 7
names as we expect them to be less good Al conduits in the years
ahead. Instead, we prefer to invest more directly in Al infrastructure
enablers as well as Al beneficiaries, together with selected
companies at the boundary of where technology meets the real
world. This includes companies such as Axon, who have been using
Al to redefine law enforcement.

Despite all this, we do not expect Al progress or stock prices to
move in a straight line, nor do we expect the DeepSeek episode
earlier this year to be the last time the Al story is challenged.
Instead, we anticipate further bouts of volatility and buffeting, as

is normal for a new technology cycle and steep innovation curves.
We think that the current period is best understood as analogous to
the mid-1990s, a period that was formative in my own investment
career and one that saw the early years of the internet infrastructure
build-out. Between 1995 and 1998, well before the dotcom boom,
the Nasdaq enjoyed a very strong period of returns, rising around
350%. But during that time there were seven >15% corrections,

all of which felt uncomfortable at the time. Now, history is an
imperfect guide —and we expect further volatility in the years ahead
— but we believe it is more important to remain focused on the Al
theme, and the opportunities and disruption associated with this
next general purpose technology.

We believe our multi-cycle investment experience, a team of 11
investment professionals and a dedicated Al fund that has been
looking beyond the traditional boundaries of technology for almost
eight years, leave us well positioned to capture more than our fair
share of Al-related opportunities in the years ahead.
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Risks

* Capital is at risk and there is no guaran-
tee the Fund will achieve its objective.
Investors should make sure their attitude
towards risk is aligned with the risk pro-
file of the Fund before investing.

¢ Past performance is not a reliable guide to
future performance. The value of invest-
ments may go down as well as up and you
might get back less than you originally
invested as there is no guarantee in place.

e The value of a fund’s assets may be affected
by uncertainties such as international political
developments, market sentiment, economic
conditions, changes in government policies,
restrictions on foreign investment and cur-
rency repatriation, currency fluctuations and
other developments in the laws and regula-
tions of countries in which investment may
be made. Please see the Fund’s Prospectus for
details of all risks.

e The Fund invests in the shares of companies
and share prices can rise or fall due to several
factors affecting global stock markets.

e The Fund uses derivatives which carry the risk
of reduced liquidity, substantial loss and in-
creased volatility in adverse market conditions,
such as failure amongst market participants.

e The Fund invests in assets denominated in
currencies other than the Fund’s base currency.
Changes in exchange rates may have a negative
impact on the Fund’s investments. If the share
class currency is different from the currency of
the country in which you reside, exchange rate
fluctuations may affect your returns when con-
verted into your local currency. Hedged share
classes may have associated costs which may
impact the performance of your investment.

e The Fund invests in a relatively concentrated
number of companies and industries based in
one sector. This focused strategy can produce
high gains but can also lead to significant
losses. The Fund may be less diversified than
other investment funds.

e The Fund invests in emerging markets where
there is a greater risk of volatility due to politi-
cal and economic uncertainties, restrictions on
foreign investment, currency repatriation and
currency fluctuations. Developing markets are
typically less liquid which may result in large
price movements to the Fund.

Important Information This is a marketing
communication and does not constitute a
solicitation or offer to any person to buy or sell
and related securities or financial instruments.
Any opinions expressed may change. This
document does not contain information material
to the investment objectives or financial needs
of the recipient. This document is not advice

on legal, taxation or investment matters. Tax
treatment depends on personal circumstances.
Investors must rely on their own examination

of the fund or seek advice. Investment may be
restricted in other countries and as such, any
individual who receives this document must make
themselves aware of their respective jurisdiction
and observe any restrictions.

A decision may be taken at any time to terminate the
marketing of the Fund in any EEA Member State in
which it is currently marketed. Shareholders in the
affected EEA Member State will be given notification
of any decision and provided the opportunity to
redeem their interests in the Fund, free of any

charges or deductions, for at least 30 working days
from the date of the notification.

Investment in the Fund concerns shares of the
Fund and not in the underlying investments

of the Fund. Further information about fund
characteristics and any associated risks can be
found in the Fund’s Key Information Document
or Key Investor Information Document (“KID"

or “KIID"), the Prospectus (and relevant Fund
Supplement), the Articles of Association and

the Annual and Semi-Annual Reports. Please
refer to these documents before making any
final investment decisions. These documents are
available free of charge at Polar Capital Funds plc,
Georges Court, 54-62 Townsend Street, Dublin 2,
Ireland, via email by contacting Investor-Relations@
polarcapitalfunds.com or at www.polarcapital.
co.uk. The KID is available in the languages of all
EEA member states in which the Fund is registered
for sale; the Prospectus, Annual and Semi-Annual
Reports and KIID are available in English.

The Fund promotes, among other characteristics,
environmental or social characteristics and is
classified as an Article 8 fund under the EU’s
Sustainable Finance Disclosure Regulation (SFDR).
For more information, please see the Prospectus
and relevant Fund Supplement.

ESG and sustainability characteristics are further
detailed on the investment manager’s website:
- https://www.polarcapital.co.uk/ESG-and-
Sustainability/Responsible-Investing/.

A summary of investor rights associated with
investment in the Fund can be found here.

This document is provided and approved by both
Polar Capital LLP and Polar Capital (Europe) SAS.

Polar Capital LLP is authorised and regulated by
the Financial Conduct Authority (“FCA") in the
United Kingdom, and the Securities and Exchange
Commission (“SEC”) in the United States. Polar
Capital LLP's registered address is 16 Palace Street,
London, SW1E 5JD, United Kingdom.

Polar Capital (Europe) SAS is authorised and regulated
by the Autorité des marchés financiers (AMF) in
France. Polar Capital (Europe) SAS’s registered
address is 18 Rue de Londres, Paris 75009, France.

Polar Capital LLP is a registered Investment
Advisor with the SEC. Polar Capital LLP is

the investment manager and promoter of
Polar Capital Funds plc — an open-ended
investment company with variable capital and
with segregated liability between its sub-
funds — incorporated in Ireland, authorised by
the Central Bank of Ireland and recognised by
the FCA. FundRock Management Company
(Ireland) Limited acts as management company
and is regulated by the Central Bank of Ireland.
Registered Address: Percy Exchange, 8/34 Percy
Place, Dublin 4, Ireland.

For UK investors: The Fund is recognised in the
UK under the Overseas Funds Regime (OFR) but it
is not a UK-authorised Fund. UK investors should
be aware that they may not be able to refer a
complaint against its Management Company or
its Depositary to the UK’s Financial Ombudsman
Service. Any claims for losses relating to the
Management Company or the Depositary

will not be covered by the Financial Services
Compensation Scheme, in the event that either
entity should become unable to meet its liabilities
to investors. For information on the complaint
process to the Management Company, please see
the Country Supplement for this fund available at
https://www.polarcapital.co.uk/

Benchmark The Fund is actively managed and
uses the Dow Jones Global Technology Net Total
Return Index as a performance target.

The benchmark has been chosen as it is
generally considered to be representative of the
investment universe in which the Fund invests.
The performance of the Fund is likely to differ
from the performance of the benchmark as the
holdings, weightings and asset allocation will

be different. Investors should carefully consider
these differences when making comparisons.
Further information about the benchmark can

be found here. The benchmark is provided by

an administrator on the European Securities and
Markets Authority (ESMA) register of benchmarks
which includes details of all authorised,
registered, recognised and endorsed EU and third
country benchmark administrators together with
their national competent authorities.

Third-party Data Some information contained
herein has been obtained from third party sources
and has not been independently verified by Polar
Capital. Neither Polar Capital nor any other party
involved in or related to compiling, computing or
creating the data makes any express or implied
warranties or representations with respect to such
data (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 data contained herein.

Country Specific Disclaimers Please be

aware that not every share class of every fund

is available in all jurisdictions. When considering
an investment into the Fund, you should make
yourself aware of the relevant financial, legal and
tax implications. Neither Polar Capital LLP nor Polar
Capital Funds plc shall be liable for, and accept no
liability for, the use or misuse of this document.

The Netherlands This document is for
professional client use only in the Netherlands and
it is intended that the Fund will only be marketed
to professional clients in the Netherlands. Polar
Capital Funds plc is authorized to offer shares

in the Fund to investors in the Netherlands on

a cross border basis and is registered as such in
the register kept by the Dutch Authority for the
Financial Markets (“AFM") www.afm.nl.

Spain The Fund is registered in Spain with the
Comision Nacional del Mercado de Valores
("CNMV") under registration number 771.

Switzerland The principal Fund documents

(the Prospectus, Fund Supplement, KIDs,
Memorandum and Articles of Association, Annual
Report and Semi-Annual Report) of the Fund
may be obtained free of charge from the Swiss
Representative. The Fund is domiciled in Ireland.
The Swiss representative is FundRock Switzerland
SA, Route de Cité-Ouest 2, 1196 Gland,
Switzerland. The paying agent in Switzerland is
Banque Cantonale de Geneve, 17 quai de I'lle,
1204 Geneva, Switzerland.

Austria/Belgium/Denmark (professional
only)/Finland/France/Germany/Gibraltar/
Guernsey/Ireland/Italy (professional
only)/Jersey/Liechtenstein/Luxembourg/
Netherlands/Norway/Portugal/Spain/
Sweden/Switzerland and the United
Kingdom The Fund is registered for sale to
investors in these countries.
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