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P(doom) and Gloom

It’s been an eventful week for artificial intelligence. Al is pushing further into scientific discovery, with
potentially enormous benefits for medicine and economic growth. At the same time, warnings from researchers
building the technology have reached a much wider public and political audience. While we remain optimistic about
Al and continue to favor the major technology platforms, the investment path may become choppier as investors
attach more uncertainty to the pace of development in light of public backlash and potential regulatory intervention.

First, consider the progress this week. OpenAl announced an Al-generated proposed solution to a version
of the Navier—Stokes problem, a longstanding mathematical challenge involving how liquids and gases move. A
deeper understanding of these equations could ultimately help scientists improve weather forecasts and design more
efficient aircraft, engines, and turbines. Meanwhile, Google DeepMind released a searchable map predicting how
roughly nine billion possible changes in human DNA could affect the body. This could help scientists better
understand what causes diseases and develop new treatments. '

The economic possibilities are equally striking. Research published Wednesday by Anthropic’s Economics
team modeled one scenario that put the level of U.S. GDP in 2030 up to 32% higher than in a world without Al.
Yes, one must take optimism with a grain of salt, but the potential to accelerate productivity gains, improve living
standards and accelerate discovery is extraordinary.’

Against that hopeful backdrop, Anthropic researcher Jacob Coxon resigned this week in a viral post on X
warning about the dangers of pursuing self-improving superintelligence. That was shortly followed by Evan
Hubinger, a senior Al alignment and safety researcher at Anthropic, sharing that his estimated probability of human
extinction from Al is above 10% over the next decade. No, you did not misread that. To reiterate, a senior Al
researcher at Anthropic believes in a greater than 10% chance that Al will cause human extinction relatively soon.’

Such estimates are often called P(doom), shorthand for the probability of an Al catastrophe. Hubinger
subsequently clarified that he regards the P(doom) from present models as low, and that his concern is about future
systems that increasingly improve themselves. That clarification is unlikely to comfort many. While we personally
think the most alarming claims are highly exaggerated (just as the Al-led job loss predictions have been to date),*
what matters for investors is how the public and policymakers respond. (And to be candid, not much matters for
investors if these estimates prove correct).

These safety warnings have quickly broken through to the mainstream and are being cited by politicians
seeking faster regulation. Already dozens of politicians across the political spectrum have connected Coxon’s and
Hubinger’s posts to calls for hearings and legislation. Senator Bernie Sanders, who is pressing for a ban on
superintelligence and a pause in advanced Al development, is now convening a bipartisan Senate briefing on
September 16™.°

If policymakers take the strongest warnings at face value, tighter government control becomes more
plausible. Especially so, given these pronouncements are happening amid a growing bipartisan backlash against
data centers. Gallup found that 71% of Americans opposed an Al data center in their local area, with majorities
opposed across party groups. New York has paused certain new permits while developing standards. Even Texas
has required audits before data-center projects advance through its main grid’s connection process. Resistance can
delay construction, redirect projects or raise costs even where demand remains strong. These measures differ from
stopping Al research, but they complicate assumptions about the pace of expansion.®
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There is considerable growth embedded in those assumptions. Recent Bloomberg Intelligence research puts
consensus capital spending by the major U.S. hyperscalers near $850 billion this year and $1.1 trillion next year.
Anthropic’s annualized revenue is projected to reach roughly $100 billion by year end, with the company reportedly
preparing to pitch a $30 trillion addressable market to IPO investors.” These figures help explain the enthusiasm,
robust market returns and elevated valuations across semiconductors, cloud services, industrial equipment and
power infrastructure.®

The likely investment consequence of increasing public concern, in our view, is greater scrutiny of premium
valuations. In financial theory, much of a company’s estimated value depends on cash flows far into the future —
known as the terminal value. Delayed revenues and greater uncertainty can reduce that value substantially. While
we are not calling for a market decline or predicting operational issues for any of our portfolio companies, we do
think there is a growing possibility of heightened volatility for companies involved in the Al infrastructure buildout.

While a broad Al pause remains unlikely in our view — for reasons ranging from the difficulty of
coordination to the geopolitical implications of slowing down if adversaries do not — the probability of some
slowdown relative to the torrid pace of Al developments in the last few years has risen. That said, even if frontier
progress paused today, businesses would still have years of work applying existing capabilities throughout the
economy. We expect that diffusion and further development to continue with substantial productivity gains to come.

The implications of any slowdown extend beyond the equity market. For instance, Al investment has
buttressed U.S. economic growth in recent years and created massive demand for capital, with hyperscaler debt
issuance already approaching $280 billion this year. A slower buildout could moderate growth and borrowing needs,
potentially easing some upward pressure on interest rates.’

Back to the Al safety concerns: We take these warnings seriously, even if we remain skeptical of the most
catastrophic scenarios. We also believe that the industry’s intensive focus on safety, and the safeguards governing
how Al interacts with the physical world, should help constrain the most severe risks. Our investment focus remains
on quality businesses with strong cash flows and durable competitive positions, including the major technology
firms we hold, which have sound core businesses beyond those predicated on continued rapid Al growth.

We also see a compelling structural growth opportunity in cybersecurity. As Al capabilities spread, so does
the need to protect businesses and critical systems against increasingly sophisticated attacks. That demand should
persist even if frontier development slows, making cybersecurity an area where market weakness could create
opportunities.

We hope you understand that our aim with this letter was not to cause alarm or be overly dismissive of
potential risks. Rather, we think it is important to keep you informed on what we think will be front in center in
public policy discussions and how that may impact the investment landscape. Please let us know if you have any
questions or concerns.

Sincerely,

The Team at Fort Sheridan Advisors
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This letter is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation
to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as of the date noted above and may change as
subsequent conditions vary. The information and opinions contained in this letter are derived from proprietary and nonproprietary sources
deemed by Fort Sheridan Advisors LLC (“Fort Sheridan”) to be reliable, are not necessarily all-inclusive and are not guaranteed as to
accuracy. As such, no warranty of accuracy or reliability is given and no responsibility arising in any other way for errors and omissions
(including responsibility to any person by reason of negligence) is accepted by Fort Sheridan, its principals, employees, agents or affiliates.
This post may contain ‘‘forward-looking” information that is not purely historical in nature. Such information may include, among other
things, projections and forecasts. There is no guarantee that any forecasts made will materialize. Reliance upon information in this post is
at the sole discretion of the reader.

Please consult with your Fort Sheridan financial advisor to ensure that any contemplated transaction in any securities mentioned in this
letter align with your overall investment goals, objectives and tolerance for risk. In addition, please note that Fort Sheridan, including its
principals, employees, agents, affiliates and advisory clients, may have positions in one or more of the securities discussed in this
communication. Please note that Fort Sheridan, including its principals, employees, agents, affiliates and advisory clients may take positions
or effect transactions contrary to the views expressed in this communication based upon individual or firm circumstances. Any decision to
effect transactions in the securities discussed within this communication should be balanced against the potential conflict of interest that
Fort Sheridan Advisors has by virtue of its investment in one or more of these securities.

Additional information about Fort Sheridan is available in its current disclosure documents, Form ADV and Form ADV Part 24 Brochure,
both which are available without charge by contacting Fort Sheridan toll-free at 866-559-9700. You may also request copies by email at
info@fortllc.com, or access the documents online via the SEC’s Investment Adviser Public Disclosure (IAPD) database at
www.adviserinfo.sec.gov, using CRD# 151139 or SEC# 801-70517.

Fort Sheridan neither provides investment banking services nor engages in principal or agency cross transactions. All securities transactions
are effected through Fidelity Brokerage Services LLC. Fort Sheridan is not an affiliate of Fidelity Brokerage Services LLC.

Investing involves risks, including the possible loss of principal and fluctuation of value. Past performance is no guarantee of future
results.
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