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Generative Al: Potentially Transformative Development! SECOR | ihencnr

» Al (traces roots to 1950s) Simulates Human Intelligence With Machine / Traditional Al...
— Build discriminative statistical models that are predicative and...
* Primarily focus on recognizing patterns in existing data

* Generative Al (introduced in 2017) Has Creative Capabilities to Generate...
— Original ideas in form of text, image, audio, video, code
— Ability to create original content touted as future of Al
— My principal focus is on possible macroeconomic implications of generative Al
* Implementation, productivity, employment, growth

* Open Al’'s ChatGPT Spiking Interest in Generative Al

— Recently introduced GPT-4 can accept input in both form of...
e Text and images to generate outputs...
* |In a particular tone and writing style and are multilingual

— Major tech firms gearing up to participate
* Microsoft, Alphabet, Amazon, Meta, etc.

— Possible risks generating concerns: misinformation, copyright infringement etc
* Elon Musk et al signed letter calling for six-month time out

1. Two recent (March 2023) GS Reports: Technological Group: “Generative Al-Part | Laying Out the Investment Framework” and Economists: “The Potentially Large Effects on Economic Growth” principal sources for Al
discussion
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Generative Al Adoption: Will It Follow Historical Precedent? SECOR | iihencur

Adoption of Milestone Technologies
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* For prior milestone technologies — electricity
and personal computers -- ~20-year interval
between breakthrough and...

* Point when roughly half of US businesses
adopted the technology
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e Growing interest in ChatGPT which is publicly
available, easy to use, and accepts inputs in form
of text and images to generate text outputs...

* Generative Al might be adopted faster than
prior milestones



Technology Adoption Evolving / Forward Investment Indicators Strong

Pace for Adoption Accelerating Over Time
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* Infact, there is considerable evidence
that time for adoption is accelerating

* Median adoption time for post 1985
advances (gold line). Pre-1985
technological advances (dashed blue line)
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Expected IT Spending Increasing

CIO Long Term IT Spending Intentions: Net % of ClOs Expecting an Increase in IT
Spend as a % of Revenue Over the Next 3 Years - Trailing 4 Quarter Average
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Source: AlphaWise CIO Summary, MS

Recent CIO surveys: IT spending for next three
years expected to be ~2.5 times pre-covid pace!l

1. Asof 2021 US and global private investment in Al totaled $53 bn and $94 bn, respectively, up five -fold over prior 5 years. GS predicts US Al investment could approach 1% of GDP by 2030.
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Estimated Share of US Employment Exposure to Automation by Al

Relative Industry Exposures
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— Impact of Al on the labor market is likely to be significant...
* But most jobs in industries that are expected to be only partially exposed to...
 Automation and are more likely to be complemented rather than substituted
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— Based on the above estimates: ~7% of US employment is likely to be substituted by Al, ~ 63% complemented by Al*and

30% unaffected

GS economists assume that workers employed in occupations that are partially exposed to Al automation will apply some of their freed-up capacity following adoption to productive activities that increase output

ASSET
MANAGEMENT



Share of Global Work Exposed to Automation by Al / Productivity Effects  secor o

% of Work Exposed to Al Automation Effect of Al Adoption on Productivity
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— Share of global work exposed to — Academic studies confirm that workers
automation due to Al on full-time following Al adoption experience higher
equivalent employment basis ~25% productivity growth
for major DMs and ... — Estimates generally imply 2-3%-pt. per year
— ~18% for global work in aggregate boost. Subsequent studies that include
— This significant exposure raises the generative Al may even show larger
prospect of meaningful savings increases

1. “The Productivity Race”, MS, April 2023



Effects of Technological Innovation on Employment / Two Views

Sanguine View

Millions Employment, by New and Pre-Existing Occupations Millions
200 + m Occupations That Existed in 1940 r 200
175 1 m Occupations That Did Not Exist in 1940 - 175
150 -_— - 150
125 —_— - 125

—
100 - — - - 100

75 [ - 75

50 - [ ] L 50

25 . 25

0 - . Lo
2 # £ 5§ §5 ¢ 5§ 2 @& & £ '3
[} (7] 1 = 1 1 ol = B
s = £ 3 8 ¢ 5 § &8 ¢ 8 & €f
2 & <« 3 2 § £t € 9 5 I &
$ 8 % 9 B ® 2 £ ® w
€ 2 5 & 5§ ®§ £ @& o
e o 3] c @ ~ £
o = o c

3 g - B
g o

Source: Autor et al (2022), GS

— David Autor: although technological
innovation initially displaces workers,
it raises employment over the long

term

Percentage points

__—~
SECOR | i3 Gement

Less Sanguine View
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— Daren Acemoglu less sanguine: drivers of
labor demand change over time

— Worker displacement has created a net drag
in labor demand over past 10 years— Light
blue bars — re-employment in new roles.
Dark blue bars displacement from old roles.

1. 60% of workers today employed in occupations that didn’t exist in 1940 85% of employment growth over last 80 years explained by tech creating new jobs
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Estimated Effect on Global Productivity Growth SECOR | i5%5keucns

Al Adoption Could Lift Global GDP Growth 1.4%

Percentage Effect of Al Adoption on Annual Productivity Growth, Percentage
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1. Keyassumptions in baseline forecast: ~7% of workers displaced. Most of displaced find new positions that are less productive. Partially exposed workers (~63%) experience boost to productivity ~3%. 10-year period starts
when roughly half of businesses have adopted generative Al. GS economists adjust for differences in industry compositive to extrapolate US experience to other countries.
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Some Caveats Re Generative Al in Financel SECOR | {35heuens

* Generative Finance: Hints of Possible Contributions to Finance
— Richmond Fed paper’s interesting finding> re parsing “Fedspeak”
* ChatGPT demonstrated strong performance in interpreting Fed speeches
e Surpassed “sentiment analysis” tool currently used by traders but..
e Data limited, imbalanced and misfires occur sometimes

* Prescient Academic Paper: Acknowledges Benefits but Highlights Three Risks?
— Opacity — Al tool mysterious to all except creators
— Concentration — Generative Al likely to be dominated by few players...
e |f a bug emerges, it could poison entire system
— Regulatory gaps — understanding and monitoring Al new challenge
* Financial regulators not well equipped to oversee Al and
* Not clear what entity or entities should regulate it

1.  Gillian Tett, “The Dangers of letting Al Loose on Finance”, FT, 28 April 2023
2.  G.Genseler and Lily Bailey, “Deep Learning and Financial Stability”, MIT, November 1, 2020
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The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. Itis
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an

investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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