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With a topic as exciting as artificial intelligence (AI), it’s easy to get wrapped up in the hype. Gartner has even delineated

its ‘Hype Cycle’ to more or less codify the emotional journey that frequently accompanies advancements in technology.1

It’s easy to see a new achievement and how exciting it is, but in thinking about an investment thesis, it’s important to
step back from the emotion and consider where the rubber really meets the road. 

Anthem: What Does ‘Doing AI’ Actually Look Like?2 

A Company Using AI

Anthem Inc. is a health insurance company. It was recently reported that Anthem would be working with Google Cloud
to generate 1.5 to 2 petabytes of synthetic data. 

Pausing for a moment—what is a ‘petabyte’? We are more familiar with gigabytes, in that a two-hour movie might take
up 2-4 gigabytes, depending on the video quality used. One terabyte is roughly 1,000 gigabytes and 1 petabyte is 1,000
terabytes. So, a petabyte is it 1 million gigabytes, the unit with which we are more familiar. 

Meta Platforms is building a research super cluster focused on training models on an exabyte of data—which is the next

step up, and 1,000 petabytes. One exabyte is roughly equal to 36,000 years of high-quality video.3  

Secondly, what is ‘synthetic data’? It could be real-world data that has been stripped of personal information and fully
anonymized, or it could be completely artificial, generated from deep generative models. An interesting side benefit in
using synthetic data, at least possibly, is in how it could mitigate certain biases that have been shown to exist in real
world datasets. 

So, why does Anthem need to generate 1.5 to 2 petabytes of synthetic data—what problems could that help in solving?
The company says that the data will be used to validate and train AI algorithms that identify things like fraudulent claims
or abnormalities in a person’s health records. Anthem uses both Amazon Web Services (AWS) and Google Cloud for
cloud computing, and the company decided to work more with Google for their capabilities in AI for this specific effort. 

Black Knight: Bringing AI to Mortgage Data

On May 4, 2022, Intercontinental Exchange Inc. (ICE) agreed to buy mortgage-data firm Black Knight in a deal valued at
$13.1 billion. It is expected to close in the first half of 2023. ICE is known as an operator of exchanges, clearinghouses
and other financial market infrastructure, but in recent years it has pivoted into participating in the growing digitization
of the housing market. Prior to the Black Knight deal, ICE had purchased mortgage-software firm Ellie Mae for $11

billion. It had also purchased Simplifile, a firm that facilitates the electronic processing of mortgage records.4 

Black Knight itself started incorporating AI as a value-added service into their solutions in 2018. It was noticeable seeing
AIVA, a mortgage AI digital assistant, being used. This came via the acquisition of HeavyWater in 2018. The company
was also very acquisitive in the AI space with Collateral Analytics (automated AI-based real estate data analytics), eMBS
(cloud-based analytics platform), Top of Mind (AI-based CRM software) and Optimal Blue (automated loan origination

platform). Software solutions represented more than 80% of Black Night’s revenue at the close of 2021.5  

Synopsys: Part of the Foundation for ‘Smart Everything’

Synopsys posted a second-quarter profit of $294.8 million, which topped analyst expectations. The market responded
particularly well to the firm increasing full-year revenue guidance to a range of $5.0 billion to $5.05 billion, up from a

prior target of $4.78 billion to $4.83 billion6. 

Synopsys is an electronic design automation company, and it is particularly strong in field effect transistor design, which
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could provide growth opportunities. Customers of Synopsys include most of the major semiconductor companies. In
thinking of the market opportunity for Synopsys, one must consider the increasing demand for ‘smart everything.’ In their
investor presentation, Synopsys included a forecast that deep learning chipset revenues could reach $72 billion by 2025,

from a level of less than $10 billion in 2018.7 

Splunk: Resilience in the Face of Economic Turmoil

Splunk delivered stronger results than the market community was expecting when it reported its results for the quarter
ended April 30, 2022. Revenue increased to $674 million, a 34% increase over the prior year. Cloud revenue was $323
million, up 66% year over year for the specific segment. Company leadership indicated that Splunk is not at risk of much

impact from current macroeconomic issues because company security budgets do not appear at risk.8  

Silicon Motion: Being Acquired by MaxLinear

In early May 2022, it was announced that the Taiwan semiconductor firm Silicon Motion Technology agreed to be

acquired by MaxLinear in a deal valued at $3.8 billion.9 Silicon Motion has over 20 years of experience developing
specialized processor integrated circuits that deliver market-leading storage solutions that are used in data centres,
personal computers, smart phones and in commercial and industrial applications. The portfolio of controller intellectual

properties is extremely broad.10 

Palo Alto Networks: AI and Machine Learning Could Add Value Across Entire Platform

The Russia/Ukraine conflict has kept a strong focus on cybersecurity so far in 2022, helping Palo Alto’s results. Similar to
Splunk, the company does not yet see heightened inflation causing pressure on companies’ cybersecurity budgets. As
Palo Alto Networks lays out their view of the market landscape, they clearly indicate that most companies want greater
security, but less cybersecurity personnel, opening the door to innovative AI and machine learning solutions. In fact, they

note that AI and machine learning should be core to their entire platform.11 

Conclusion: Don’t Let the Hype Sour any View of the Action

Hype is dangerous—it can set the bar of expectation too high and lead to inevitable disappointment. Companies in
2022 are taking concrete actions with AI, and while we have listed a few here, this is far from the complete picture. For
those interested in an investment vehicle designed to gain exposure to AI, consider the WisdomTree Artificial Intelligenc
e and Innovation Fund (WTAI).

For holdings of WTAI, please click here.
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There are risks associated with investing, including the possible loss of principal. The Fund invests in companies primarily
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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. Please read the Fund’s prospectus for
specific details regarding the Fund’s risk profile.

 

For the top 10 holdings of WTAI please visit the Fund's fund detail page at https://www.wisdomtree.com/investments/etf
s/megatrends/wtai

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 Blogs

+ Part 1: A Realistic Framing of the Progress in Artificial Intelligence

Related Funds

+ WisdomTree Artificial Intelligence and Innovation Fund

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; 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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DEFINITIONS

Artificial intelligence  : machine analysis and decision-making.

Macro  : Focused on issues impacting the overall economic landscape as opposed to those only impacting individual
companies.
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