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Where to Next for Generative Al

How Polen's Large Company Growth team distinguishes robust investment cases from the

hype in a rapidly growing market

Dan Davidowitz, CFA
Portfolio Manager & Analyst
25 years of experience

Stephen Atkins, CFA
Portfolio Manager, Strategist & Analyst
24 years of experience

Q: How should investors separate “traditional” Al from the more
recent phenomenon of Generative Al (Gen Al)?

A: It's important not to conflate the two. We've had
Al for a long time, which is basically using data to
get better-informed decisions through analytics.
Generative Al is taking information from a data
source, whether the internet or another subset of
data, and creating something new with it.

ChatGPT marked the first time the world saw this on a grand scale.

People started to play around with it, and it was exciting to see the
detailed answers it could produce without users having to conduct
their own research. The utility is substantial; if you can trust the
data, it can make you far more efficient.

Our team spends significant time examining the implications of
Gen Al. What kind of use cases can we find in business that will
be either for creating new products or services or lowering costs?
What's investable there? Today, even though it's early days, the
market has taken the idea of Gen Al and run with it.
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In some directions, there may be too much excitement. In other
areas, the market hasn't yet figured out the potential for important
business applications.

Q: What is the outlook for hyperscale cloud companies? How do you
see them as Al beneficiaries?

A: Hyperscale cloud companies, like Amazon's AWS, Microsoft
Azure, and Google Cloud, are essentially renting technology
infrastructure. They buy servers, memory, and interconnect
equipment and then rent it to others to use in their cloud. It's not
surprising that many consider Nvidia to be the first "winner" in this
space because Gen Al is highly computing-intensive. Traditional
data center chips cannot perform the computation required to run
something like ChatGPT; Gen Al requires the kind of horsepower
Nvidia chips offer. One way to think about Nvidia is that they sell
the supplies to construct a building. That “building"” is the cloud
services of Amazon, Azure, or Google, which will eventually rent it
out for recurring revenue indefinitely.

Companies like Microsoft are also developing their own Gen Al
capabilities called copilots. Copilots help users create things. For
example, if you want to create a PowerPoint presentation, you can
now use Microsoft Copilot and point it to an Excel spreadsheet. It
will create a PowerPoint presentation that just needs some editing
and saves the user the time to create it from scratch.

Cloud service providers have many interesting permutations of
Gen Al that we think are attractive because they represent
repeatable, recurring revenue. And it's still not certain to us how
big they may be.



Q: How do you see Microsoft's position vis-a-vis Amazon and
Google?

A: Microsoft has a little bit of a jump start through their investment
in OpenAl, which is the company that developed ChatGPT and
DALL-E. With OpenAl's legacy already in large language models,
Microsoft could essentially port it into their business.

We think other companies also have compelling opportunities
ahead. For example, can Gen Al deliver a better buyer experience on
Amazon's e-commerce site, or could it serve up more engaging ads
in some of its Prime properties? Can Google make search better
through its own generative Al-powered chat function? Our research
indicates that there are so many possibilities and potential benefits
in store for these companies. The cloud services will likely look pretty
similar to each other, but the other sides of their businesses have

unique revenue drivers.

Q: What companies do you believe are in a favorable position to
monetize AlI?

A: Adobe and Accenture are two examples we have studied. Adobe
has already created its own generative Al product, Firefly, which

is now incorporated into many creative tools. It can quickly create
content, text-to-image or text-to-movie, using its own stock image
library as the learning mechanism. It is already doing this in the
market today.

According to our extensive research in this space, most companies
know they want to do something in Gen Al. Very few of them know
exactly what they want to do, and even fewer have their data
organized properly to do it. So, we think they're quite likely to hire
companies like Accenture to help them get their data organized,
properly scrubbed, and then effectively use Gen Al, whether they're
doing it to create new products and services or to lower the cost of
running their businesses.

Q: Many companies today have interesting narratives around Gen
Al, but that doesn't necessarily mean they will make money from
it. How do you separate what you think is truly an investment case
from the hype?

A: For us, it's paramount that we invest in things that we think

are obvious. We may be surprised to the upside by Gen Al doing
something that we did not expect for a business, but we don't really
want to bank on that.
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We want a fairly obvious investment thesis, which is what we

see in the case of the cloud service providers we discussed. We
know exactly what they're trying to do with Gen Al. We just don't
know how big it can be. So, it's important to keep following the
developments of Gen Al and be mindful that there are some risks.

For example, Adobe has an enviable position in the creative
software market, but generative Al has now catalyzed a new
generation of start-up, Gen-Al-centric competitors. They're
relatively low-end products today but could improve over time. We
think their search could be much better with Gen Al for Google.
However, is it as monetizable as search is today? That's still an open
question. So, we need to monitor all these factors.

Q: It's worth noting that when you look at the market share of
search and Google's share—it hasn't really changed much. You might
be able to notice a slight decline relative to Bing over the past year,
but it's not very noticeable.

A: Correct. We have not seen a noticeable change in Google's
market share. But, we have seen that ChatGPT has created a new
type of search function on top of what we see with Google Search
today. People perform tasks in ChatGPT that they just don't in
other forms of search. So, it's not that the search market share has

declined; instead, a new class has been created.

Our research suggests it is not a foregone conclusion that Google
will dominate search forever. That said, we do think that the
company sits in a very good position, and it's unlikely that any other
company on the planet has better data and more signals about

all of us than Google. Still, that doesn't necessarily mean that its
business will always be the best because monetizing search is the
business. Even if Google maintains its commanding market share,
we don't know exactly if the monetization of Gen Al-based search
will be as good.

As long-term investors with a business-owner's mindset, we focus
intently on monitoring these important opportunities and risks as
they evolve.
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Important Disclosures

This information is provided for illustrative purposes only. Opinions and views expressed constitute the judgment of Polen Capital as of February 2024 and may involve

a number of assumptions and estimates which are not guaranteed and are subject to change without notice or update. Although the information and any opinions or
views given have been obtained from or based on sources believed to be reliable, no warranty or representation is made as to their correctness, completeness or accuracy.
Opinions, estimates, forecasts, and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change
without notice, including any forward-looking estimates or statements which are based on certain expectations and assumptions. The views and strategies described may
not be suitable for all clients. This video does not identify all the risks (direct or indirect) or other considerations which might be material to you when entering any financial
transaction.

The information in this video has been prepared without taking into account individual objectives, financial situations or needs. It should not be relied upon as a substitute
for financial or other specialist advice. This video is provided for informational purposes only and may not be reproduced in any form or transmitted to any person without
authorization from Polen Capital Management.

Accenture, Adobe, Alphabet, Amazon, and Microsoft are holdings in Polen’s Focus Growth and Global Growth portfolios as of December 31, 2023. Accenture is also a
holding in Polen'’s International Growth portfolio as of December 31, 2023.

Portfolio information is shown as of December 31, 2023 and should not be construed as a recommendation to purchase, hold or sell any particular security. There is no
assurance that any securities discussed herein will remain in the composite or that the securities sold will not be repurchased. The securities discussed do not represent the
composite's entire portfolio. Actual holdings will vary depending on the size of the account, cash flows, and restrictions. It should not be assumed that any of the securities,
transactions or holdings discussed will prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal
the investment performance of the securities discussed herein. A complete list of our past specific recommendations for the last year is available upon request.

Past performance does not guarantee future results and profitable results cannot be guaranteed.

Going Beyond with Polen Capital

We adhere to a time-tested process of researching and analyzing
companies around the globe—seeking only the best to build highly

Polen Capital is a team of experienced investment industry

. . . . concentrated portfolios. Then, we invest for the long haul and with
professionals who share an unwavering commitment to our clients,

investors, community, and each other. We have been dedicated abusiness owner's mindset, giving these companies time to grow.
to serving investors by providing concentrated portfolios of what
we believe are the highest-quality companies for more than three
decades. At Polen Capital, we have built a culture of results, and

in this, an inherent belief in going beyond what's expected for the

people and communities we serve.
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