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What Happens When Al* Goes Mainstream
Adam Bergman, CFA®

Yogi Berra once said “It’s tough to make predictions, Senior Vice President

especially about the future.”
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Yet to a certain degree, investing involves making predictions ‘ N abergman@investdavenport.com
about how companies are positioned relative to the future. ﬁ
Some predictions are easier than others. It’s relatively easy
to foresee that the monopoly electricity company will likely
continue to serve its customers next year and next decade. By contrast, it’s fairly difficult to determine which
company will pioneer the next technological revolution. Would it be outrageous to suggest that consumers and
many companies across a variety of sectors might benefit as much or more from technology than the pioneers
of the technology itself? With history as a guide, we think making that prediction about the future might not be
particularly tough.

Looking back at the last number of technological revolutions -- the architects of the personal computer, the
smartphone, the search engine and the internet generally did not deliver sustainable value to their shareholders.
Where are Gateway Computer, Blackberry, Ask Jeeves and America Online these days? They certainly didn’t stand
the test of time, even though the technologies they pioneered became ubiquitous.

We suspect “artificial intelligence” might proceed down a similar path, becoming table stakes within a short period
of time. While the Al pioneers may be difficult to handicap and include a number of non-dividend-paying and
highly valued securities that aren’t in the Value & Income Portfolio’s crosshairs, the end users of Al technologies
are likely to include a broad swath of the economy. Value & Income owns a number of these companies today, and
we believe the use cases for Al will expand over time. Contemporary examples include:

* McDonald’s Corp (MCD) is using predictive analytics to customize offers served up to users of its loyalty app.

e Insurer Markel Corp (MKL) has developed a tool that can ingest and summarize documents in a fraction of the
time it takes humans, providing Markel’s underwriters with more information, faster.

e Fedex Corp (FDX) and United Parcel Service, Inc. (UPS) are using scanners and data to determine whether they
have more than one package being shipped to a particular address on a given day - when they do, their smart
routing systems will facilitate multiple parcels delivered to the same address, whereas when they only have one
package being delivered, especially if it’s to a more-rural location, the system will more likely route the parcel to
the US postal service for last-mile delivery. UPS is also using agentic Al for cross-border clearance processes.

e HVAC distributor Watsco, Inc. (WSO) is using Al to transcribe service calls between field technicians and call
center representatives, removing human labor from this task. They’re also using Al to analyze those transcribed
service calls to identify repeat issues that Watsco then pro-actively addresses.

e Banks such as Wells Fargo & Co (WFC) are using Al to improve their efficiency and provide deeper analysis of
customers and products.

¢« And in insurance brokerage, Marsh & McLennan Companies, Inc. (MRSH) is facilitating insurance coverage for Al
data centers. They’re also helping insurers and insureds assess their exposures regarding potential liability arising
from Al-related errors.

Bringing things full circle, as we scour the investment landscape for enticing opportunities in the Value &
Income Portfolio, we're at least as enthusiastic about investing in technology beneficiaries as we are investing
in technology pioneers. As Al technology matures, we are likely to see mainstream companies implement it in
creative and currently unforeseeable ways that could support their productivity and bottom lines.

As Mr. Berra said, “The future ain’t what it used to be.”

Important Disclosures: *Artificial Intelligence. The statements and opinions expressed in this article are those of the authors as of the date of the article, are subject to rapid change as economic
and market conditions dictate, and do not necessarily represent the views of Davenport & Company LLC. This article does not constitute investment advice, is not predictive of future performance,
and should not be construed as an offer to sell or a solicitation to buy any security or make an offer where otherwise unlawful. Investing in securities carries risk including the possible loss of principal.
Individual circumstances vary. This information has been compiled from sources believed to be reliable; however, there is no guarantee of accuracy or completeness. Holdings are subject to change
without notice. There is no guarantee that a company will continue to pay dividends.
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