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Despite inflation and economic worries, the leading IT companies have recently reported significant increases in sales and earnings for their past fiscal quarters. On the
revenue side, the booming and lucrative cloud business was the main growth contributor. Microsoft and Google parent Alphabet want to invest the billions in profits from their
core businesses largely in artificial intelligence, making them leaders in the field.

A long-time leader in the cloud business, Amazon reported a surprisingly strong increase in sales for its first quarter, with revenue growing 9 per cent year-over-year to USD 127.4bn. The
growth driver was the cloud business, where sales increased significantly by 16 per cent to USD 21.4bn. Operating profit thus increased by around 30 per cent to USD 4.8bn.

Microsoft also exceeded market expectations thanks to its strong cloud business. Q1 sales exceeded expectations by a factor of two, increasing by 7 per cent to USD 52.9bn, with the
Azure cloud subdivision growing by 27 per cent. With earnings of USD 2.45 per share, Microsoft’s bottom line also beat the forecasts that had predicted USD 2.23.

Finally, increasing revenues from its cloud business also gave Alphabet a tailwind. Sales for Google’s parent company rose impressively to USD 69.8bn in early 2023. Of this, USD 7.454bn
came from the cloud division, which grew by around 28 per cent. Additionally, earnings exceeded expectations at USD 1.17 per share.



Companies present strategies on Artificial Intelligence (AI)

Given the explosive development of AI services, markets were eagerly awaiting announcements regarding the IT giants’ strategies for their AI business. After last year’s release of the
ChatGPT chat bot by Microsoft’s OpenAI holding shook up the tech industry and made headlines, expectations are high for the big IT companies, with developments shaping up into a race
between industry giants Google and Microsoft. Both companies want to invest the billion-dollar profits from their core business in AI in order to secure their respective leadership in the field.
What exactly is behind the technology of ChatGPT, explains fund manager Bernhard Selinger in this article.

Alphabet merges AI divisions and announces new functionalities

Alphabet plans to combine its two research divisions Google Brain and DeepMind for AI development and has recently announced a massive upgrade of its services with artificial
intelligence. In addition to the search engine itself, other applications such as GMail and Maps are also to receive new functions, said group CEO Sundar Pichai at a Google developer
conference last Wednesday.

Among other things, Pichai demonstrated how software can compose a letter for users. He also showed how users in Google’s Photos app will not only be able to remove unwanted objects
and people, but also, for example, change their own position in the image. When writing a story, the software should be able to provide suggestions for further story twists and automatically
generated illustrations.

There are significant innovations in Google’s most important product – the internet search. Using AI, the search engine will be able to answer questions such as which of two nature parks is
more suitable for a family with children and a dog. The answers are formulated in complete sentences, and the usual Internet links are also provided. When searching for a bicycle, in
addition to advice, such as to pay attention to the wheel suspension, suitable offers from dealers are also displayed.

Google still does most of its business with ads in the Internet search environment. Mostly, advertisers pay for their links to search queries to be displayed at the top of the screen. At present,
what impact the spread of detailed answers based on artificial intelligence will have on this business model remains a matter of speculation.

Microsoft plans to further upgrade its search engine and browser with Artificial Intelligence

Microsoft also wants to equip its Bing search engine and Edge browser with further AI functionalities, Microsoft manager Yusuf Mehdi announced in a blog entry last week. So far, Microsoft
has provided a text-based AI offering, i.e. a text search and a chat bot. Going forward, the AI system will also deliver visual search results on the Microsoft search portal Bing or in the
Microsoft Edge browser.

For example, when searching for the correct swing technique for skiing, users will not only receive a text answer, but also a matching video. For knowledge questions such as the color of
the planet Neptune, not only does the text explain why certain components of Neptune’s atmosphere absorb red light and therefore make the planet appear blue; the phenomenon is also
explained visually with photos or videos.

The technology used by Microsoft is based primarily on the GPT-4 language model, which was just recently presented to a wider public in mid-March by the start-up OpenAI. Microsoft has
close ties with the small San Francisco-based company and has invested around USD 13bn in OpenAI, according to industry estimates.

Microsoft’s pact with OpenAI pressures Google into making more of its own artificial intelligence developments publicly available. Google has been holding back, citing responsible use of the
technology, and at Google I/O, the company recently reaffirmed this course. The company sees a danger that the software could reinforce prejudices or be used for the creation and
dissemination of false information. To protect against this, Google suggests verifying the authenticity of files using metadata.

Conclusion

Note: Past performance is not a reliable indicator for future performance of an investment.
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The world’s leading tech companies reported significantly higher sales and profits in the past quarter. One reason for this is growth in the cloud business. However, many see the future
primarily in the possibilities of artificial intelligence. Google’s parent company Alphabet and software giant Microsoft are investing billions to lead the way in AI.

Both companies are also included in the ERSTE FUTURE INVEST portfolio, where they are among the largest positions. The fund focuses on global megatrends and covers a broad range
of important future themes. These include health, technology, environment, lifestyle and economic forces in transition.

Risk notes

Please note that an investment in securities also entails risks in addition to the opportunities described.

Advantages for the investor

Participation in global, promising future topics (“megatrends”).
Investment in an actively managed portfolio consisting of quality and growth stocks.
Risk diversification across multiple countries and industries.

Risks to be considered

The securities in the portfolio may be subject to increased price fluctuations.
Due to investments denominated in foreign currencies, the net asset value of the fund can be negatively impacted by currency fluctuations.
Capital loss is possible.
Risks that may be significant for the fund are in particular: credit and counterparty risk, liquidity risk, custody risk, derivative risk and operational risk. Comprehensive information on the
risks of the fund can be found in the prospectus or the information for investors pursuant to § 21 AIFMG, section II, “Risk information”.

This document is an advertisement. Unless indicated otherwise, source: Erste Asset Management GmbH. The language of communication of the sales offices is German and the languages of communication of the
Management Company also include English.

The prospectus for UCITS funds (including any amendments) is prepared and published in accordance with the provisions of the InvFG 2011 as amended. Information for Investors pursuant to § 21 AIFMG is
prepared for the alternative investment funds (AIF) administered by Erste Asset Management GmbH pursuant to the provisions of the AIFMG in conjunction with the InvFG 2011.

The currently valid versions of the prospectus, the Information for Investors pursuant to § 21 AIFMG, and the key information document can be found on the website www.erste-am.com under “Mandatory
publications” and can be obtained free of charge by interested investors at the offices of the Management Company and at the offices of the depositary bank. The exact date of the most recent publication of the
prospectus, the languages in which the key information document is available, and any other locations where the documents can be obtained are indicated on the website www.erste-am.com. A summary of the
investor rights is available in German and English on the website www.erste-am.com/investor-rights and can also be obtained from the Management Company.

The Management Company can decide to suspend the provisions it has taken for the sale of unit certificates in other countries in accordance with the regulatory requirements.

Note: You are about to purchase a product that may be difficult to understand. We recommend that you read the indicated fund documents before making an investment decision. In addition to the locations listed
above, you can obtain these documents free of charge at the offices of the referring Sparkassen bank and the offices of Erste Bank der oesterreichischen Sparkassen AG. You can also access these documents
electronically at www.erste-am.com.

N.B.: The performance scenarios listed in the key information document are based on a calculation method that is specified in an EU regulation. The future market development cannot be accurately predicted. The
depicted performance scenarios merely present potential earnings, but are based on the earnings in the recent past. The actual earnings may be lower than indicated. Our analyses and conclusions are general in
nature and do not take into account the individual characteristics of our investors in terms of earnings, taxation, experience and knowledge, investment objective, financial position, capacity for loss, and risk tolerance.

Please note: Past performance is not a reliable indicator of the future performance of a fund. Investments in securities entail risks in addition to the opportunities presented here. The value of units and their earnings
can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
this case, we may not provide any product information, either.

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of the fund to American or Russian citizens.

It is expressly noted that this communication does not provide any investment recommendations, but only expresses our current market assessment. Thus, this communication is not a substitute for investment
advice, does not take into account the legal regulations aimed at promoting the independence of financial analyses, and is not subject to a prohibition on trading following the distribution of financial analyses.

This document does not represent a sales activity of the Management Company and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments.

Erste Asset Management GmbH is affiliated with the referring Sparkassen banks and Erste Bank.

Please also read the “Information about us and our securities services” published by your bank.

Subject to misprints and errors.

APA FINANCE / ERSTE AM COMMUNICATIONS
A blog post by APA Finance together with Erste AM Communications.

Legal disclaimer

https://www.erste-am.at/en/private-investors/funds/erste-future-invest/AT0000A296D0
https://www.erste-am.com
https://www.erste-am.com
https://www.erste-am.com/en/investor-rights
https://www.erste-am.com

	IT-Giants focus on Artificial Intelligence
	Companies present strategies on Artificial Intelligence (AI)
	Alphabet merges AI divisions and announces new functionalities
	Microsoft plans to further upgrade its search engine and browser with Artificial Intelligence
	Conclusion

	APA FINANCE / ERSTE AM COMMUNICATIONS

