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Agentic artificial intelligence

The publication of Google’s
paper on transform network
architectures in 2017 kicked
of the development of
so-called large language
models (LLMs), which

form the basis of artificial
intelligence (Al) models
such as ChatGPT. This
technique, combined with
other approaches such as
reinforced learning (RL), is
now leading to an increasing
number of Al-models, with

a rapidly growing range

of capabilities and areas
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of specialisation. These,

in turn, are flowing into a
various types of end user
applications — these have
been rolled out very quickly,
but we have so far seen fairly
limited adoption.

Now we are seeing the rapid
development of so called “agentic
Al"” applications, that are more
capable of acting autonomously by
analysing information and devising
solutions without constant human
input. We believe this represents
the start of the first big wave of

the monetization of Al technology.
The key difference here, compared

to other application areas such as
augmentation and creativity,

is that agentic Al applications
can bring rapid and measurable
improvements in efficiency as the
“agents” begin taking over mundane
and repetitive tasks, and later on
more sophisticated workloads,
from humans. And this is coming
at exactly the right time, as many
economies grapple with labor
bottlenecks and increasing

cost pressures.

The investment perspective:
who will be the beneficiaries
of Agentic Al?

The development cycle of these
agentic applications is somewhat
longer than for previous Al

models as they need to be trained
to solve real tasks in already
defined software stacks. However,
developments such as the recent
emergence of Deepseek R1 will only
accelerate agentic Al development
thanks to reductions in the cost

of training and improvements in
inference. We are also seeing a
democratisation of Al technology

in another ways, as open source
models seem to have caught up — or
perhaps even surpassed - the closed
models pioneered by the likes of
OpenAl and Microsoft. This could
certainly make the technology
cheaper and easier to adopt by a
broader group of developers and
software providers.
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Steps of development

FOUNDATION: Al beneficiaries
expanded from enablers to other
semis and cloud-service providers) <«———,

ADOPTION: beneficiaries include
software companies producing
Al-apps, and tech hardware and
capital goods companies producing
data centre infrastructure <———

INTEGRATION: companies
integrating Al-consumer services —
restaurants, consumer discretionary,
retailers, banks and financial services,
media and entertainment, biopharma
and healthcare equipment
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A whole range of companies

are in line to benefit from these
developments. First, large cloud
service providers may be able to
slow their expansion in capital
expenditure, while at the same time
improving the utilisation of their
existing capacities as demand for
Al inferencing increases rapidly.
Second, infrastructure software
providers who offer the tools for the
organisation and management of
daily operations will benefit from
the rapidly growing data flow in
this areas.

A third group of beneficiaries
could be the cloud-native software

development companies. These
firms are superbly positioned to
develop agentic applications or
agents which, due to the high
computing requirements, will also
be cloud-native. This could allow
these companies to develop entirely
new services, unlock new revenue
streams and, eventually, enter a new
growth phase that redesigns the
software landscape as we know

it today.

Another subsector set to
indirectly benefit from the
accelerated adoption of agentic
Al is cybersecurity. Al agents
will increasingly be capable of

managing and providing access,
and running cyber forensics of
increasing complexity to secure
networks against growing threats
also leveraging new Al technologies.

Finally, we should not forget the
winners of the previous year — chip
providers will continue to benefit
from the ever growing amount

of computational capacity and
datacenters required to train,
develop, and maintain the latest
Al models.
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The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an
offer or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with,
any contract or commitment on the part of any person to proceed with any transaction.

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No
account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document. The
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy,
investment product or services nor does this constitute investment advice or recommendation.

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to
adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding that any person who acts upon it or
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There is no guarantee that
any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to
invest for a long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction,
projection or forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations
and you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate,
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with
respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally
expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions.
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