
EVALUATING THE AI MEGATREND INEVALUATING THE AI MEGATREND IN
20232023
Christopher Gannatti — Global Head of Research

04/30/2024

The Stanford AI Index for 2024 has grown to more than 500 pages! If you have an interest

in AI, this is an incredible resource. But as a form of AI for you on this report, we

highlight key takeaways for you.  

Trends Impacting AI InvestmentTrends Impacting AI Investment

Figure 1 plots global corporate investment in AI back to 2013.

The change from $14.57 billion ($B) in 2013 to $189B in 2023 represents a 13x

increase.

2021 was the peak level of investment, and 2023 was lower than 2022.

M&A activityM&A activity was $173B in 2021, cut in half to $80.6B in 2023. The scrutiny

that M&A activities receive in 2024—especially M&A that involves large

technology companies—has been widely publicized.

Private investment Private investment also dropped compared to 2021, going to a figure of $96B.

It’s still a big number, but higher costs of capital and short-term interest

rates put a dampener on activity in lieu of larger capital expenditures, perhaps

in AI chips.

Figure 1: Global Corporate Investment in AI by Investment ActivityFigure 1: Global Corporate Investment in AI by Investment Activity

Now, we would be remiss to leave the discussion there, as the headlines that we are
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seeing on a daily basis would not naturally lead us to predict that AI investment has

been going down.

The report evolves each year to best capture new learnings and new details. Generative

AI is clearly one of these details, as ChatGPT catapulted this technology into the

mainstream. 2023 was the first full year from which we can pull data about different

investment activities related to Generative AI. Figure 2:

Indicates private investment in generative AI from 2019 to 2023.

Shows that after the catalytic event—the launch and viral uptake of ChatGPT—private

investment in generative AI increased by more than 5x the levels observed in 2022.

We believe this trend in generative AI investment is the primary driver behind the

headlines we have been seeing for the better part of the last 16 months.

Figure 2: Private Investment in Generative AI, 2019 to 2023Figure 2: Private Investment in Generative AI, 2019 to 2023

 

The Geopolitics of AI Show Up in the Private Investment in AIThe Geopolitics of AI Show Up in the Private Investment in AI

One geopolitical rivalry, time and again, is ever-present in the AI headlines: the U.S.

versus China. These two countries have the most prolific spending on AI. China is more

influential at the government investment level, whereas the U.S. is more focused on the

private side—even if we are seeing things like the CHIPS Act encouraging the

semiconductor supply chains to shift more toward the U.S.

Figure 3 shows that no country, at least on a private investment basis, is spending

anything close to what the U.S. is spending, which likely means it will be difficult to

challenge U.S. leadership in this area.

Figure 3: Private Investment in AI by Geographic Area, 2023Figure 3: Private Investment in AI by Geographic Area, 2023
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2023 Was a Year of Building AI Applications2023 Was a Year of Building AI Applications

Looking at figure 4, it’s clear the focus category of 2023 was “AI

infrastructure/research/governance,” and then there was everything else. This category

took $18.3B of private investment, whereas the next biggest focus area, “NLP, customer

support,” took $8.1B. Companies building AI applications, like OpenAI, Anthropic and

Inflection AI, are included here.

Quantum computing also had a rather significant increase in investment from 2022 to

2023.

Drones, on the other hand, saw a rather significant decrease.

Figure 4: Private Investment in AI by Focus Area, 2022 vs. 2023Figure 4: Private Investment in AI by Focus Area, 2022 vs. 2023
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Conclusion: What Are the C-Suites Selling Us?Conclusion: What Are the C-Suites Selling Us?

The quarterly earnings calls in which U.S. publicly listed companies engage represent a

dance, and the most important takeaway from every call is learning what the C-suite of

the specified firm is trying to sell. Figure 5 shows the themes of AI mentions in

earnings calls, comparing 2018 to 2023.

This is, in our view, the true impact of ChatGPT. This application made the potential of

generative AI so exciting that every public company felt it must pay attention and

promote actions. Even if the “Attention is all you need”1 paper defining generative pre-

trained transformers as an architecture was published in 2017, prior to ChatGPT,

corporate America was not really paying close attention.

The mentions on Fortune 500 earnings calls with generative AI as a theme increased more

than 6,300% from 2018 to 2023.

Figure 5: Themes of AI Mentions on Fortune 500 Earnings Calls, 2018 vs. 2023Figure 5: Themes of AI Mentions on Fortune 500 Earnings Calls, 2018 vs. 2023
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WisdomTree has focused on the AI megatrend in a few different ways:

The WisdomTree Artificial Intelligence & Innovation Fund (WTAI) tracks the returns,

before fees and expenses, of the WisdomTree Artificial Intelligence & Innovation

Index. This is an exposure across the broad AI ecosystem, and it touches many of the

topics that publicly listed companies are pursuing that are mentioned in the

Stanford AI Index report.

The WisdomTree U.S. Quality Growth Fund (QGRW) tracks the returns, before fees and

expenses, of the WisdomTree U.S. Quality Growth Index. This is an exposure to some

of the highest-quality companies in the U.S., defined by return on equity and return

on assets. It so happens that many of these companies are the ones focused on

deploying and developing large language models, such as Microsoft, Alphabet,

Amazon.com and Meta Platforms.

Both of these Funds can provide exposure to this theme, depending on whether you want

more diversified ecosystem exposure and the innovative applications or the mega-caps

that are currently benefiting the most.
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1 Source: Vaswani et al., “Attention is all you need,” arXiv, 2017.

Important Risks Related to this ArticleImportant Risks Related to this Article

For current Fund holdings, please click the respective ticker: WTAI, QGRW. Holdings are

subject to risk and change.

There are risks associated with investing, including the possible loss of principal.

Please read the Fund’s prospectus for specific details regarding the Fund’s risk

profile.

WTAI: WTAI: The Fund invests in companies primarily involved in the investment theme of

artificial intelligence (AI) and innovation. Companies engaged in AI typically face

intense competition and potentially rapid product obsolescence. These companies are also

heavily dependent on intellectual property rights and may be adversely affected by loss

or impairment of those rights. Additionally, AI companies typically invest significant

amounts of spending on research and development, and there is no guarantee that the

products or services produced by these companies will be successful. Companies that are

capitalizing on innovation and developing technologies to displace older technologies or

create new markets may not be successful. The Fund invests in the securities included

in, or representative of, its Index regardless of their investment merit, and the Fund

does not attempt to outperform its Index or take defensive positions in declining

markets. The composition of the Index is governed by an Index Committee, and the Index

may not perform as intended. 

QGRW: QGRW: Growth stocks, as a group, may be out of favor with the market and underperform

value stocks or the overall equity market. Growth stocks are generally more sensitive to

market movements than other types of stocks. The Fund is non-diversified; as a result,

changes in the market value of a single security could cause greater fluctuations in the

value of Fund shares than would occur in a diversified fund. The Fund invests in the

securities included in, or representative of, its Index regardless of their investment

merit. The Fund does not attempt to outperform its Index or take defensive positions in

declining markets, and the Index may not perform as intended. 

For the top 10 holdings of WTAI please visit the Fund's fund detail page at https://www.

wisdomtree.com/investments/etfs/megatrends/wtai

For the top 10 holdings of QGRW please visit the Fund's fund detail page at https://www.

wisdomtree.com/investments/etfs/equity/qgrw

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related BlogsRelated Blogs

+ With Nvidia at $2 Trillion, Where Is the Risk Concentrated?

+ Nvidia: We Are Watching History

+ Investing for 2034, but Realizing it’s 2024…

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

Artificial intelligenceArtificial intelligence  : machine analysis and decision-making.
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