WisdomTree BLOG ARTICLE

AI: BUILDING MOMENTUM AS WE
START 2022
Christopher Gannatti — Global Head of Research
01/10/2022

While it is easy to ﬁnd the big prognostications about megatrends—such as artiﬁcial intelligence (AI)—many of them tell
us where we might be 10, 20 or 30 years into the future. Instead of focusing on where we could find ourselves by 2050, we
think it’s helpful to think about what we might see in 2022.
Record M&A Activity
Globally, there have been about 130 AI mergers and acquisitions during 2021, the total value of which exceeded $28
billion. By contrast, 2020 saw 120 deals (a similar number), but the value of these deals was closer to $5 billion (a very
different figure)1.
Can the pace of M&A continue? While impossible to know with certainty, the landscape suggests that some of the
world’s largest companies (think of Amazon, Microsoft, Facebook, Alphabet as some examples) will continue to have:
1. Lots of cash, as well as continued capability to generate further cash.
2. Appetite to continue to increase their AI capabilities.
These companies can and do develop things internally, but they certainly do not develop 100% of their capabilities
internally. Think of the case of Nuance Communications Inc., purchased by Microsoft for about $16 billion. 2 Microsoft
could have taken the time to develop the natural language processing repertoire internally, but Nuance had expertise,
particularly in dialogue related to medicine and health care. This will still be a challenging area for Microsoft—success is
never guaranteed—but it’s clear that they sought to improve both their long-term chances as well as their starting point
through this acquisition.
It’s logical to assume opportunities like this will persist, and at least some of the big players are focusing on health care
related functionality. One needs only to look at Oracle’s announcement regarding Cerner, a deal valued at $28.3
billion.3
More Industries Are Spending More on AI
In most of the articles and outlooks telling us where we might be by 2050, you will see a variety of industries poised to
benefit. However, it is much tougher to see much detail regarding where things stand currently.
Data suggests that the global retail sector is expected to spend $11.8 billion on AI in 2021, which would compare to an
expectation of banks spending $11.7 billion. The notable development here is that banks would no longer be the biggest
spenders. Spending in global retail related to AI is expected to grow at a compound annual rate of 25.5% between now
and 2025.4
Take the example of Levi Strauss & Co, where AI is being used in pricing to help the company boost revenue growth and
improve margins. Through the use of Google’s Cloud, Levi Strauss can analyze inventory info, sales data and even some
data on what’s happening at other retailers. There was a case in China where the company was thinking of discontinuing
a particular t-shirt, but the data indicated otherwise and sales on the product (that would have been discontinued), have
remained strong.5
What About the Big Advancements?
The AI space is rife with predictions of future capabilities—and it’s impossible to know for sure what may or may not be
possible here. Will society ever achieve artiﬁcial general intelligence? Predictions abound, but no one could say for sure
if or when this could occur. What we know today is the following:
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Big models, like GPT-3 and its 175 billion parameters or Google’s Switch-Transformer with 1 trillion parameters
have shown interesting results during the course of 2021. This doesn’t mean the models are conscious, and it
doesn’t mean that they will immediately replace humans in various ways, but they did represent a step change in
capability. While they may not be conscious or ‘understand’ what they are doing, they can write language and
computer code with proﬁciency that hadn’t been seen previously. It’ll be notable to watch whether models simply
grow ever larger or if there will be new developments that can squeeze more capability out of smaller models.6
The electric vehicle revolution is pushing more and more data into vehicles. While cars driving literally by
themselves across global cities could be years away, the car as a collector of data is here already, and more and
more new vehicles will be monitoring how humans drive in various ways, collecting data and ‘learning’ from
patterns all the time.
Data is really the lifeblood of AI. Streaming services, digital assistants, conference call tools like Zoom and
Microsoft Teams, and wearables (like the iWatch) are all collecting data all the time, seeking to recognize patterns
and serve consumers with what they’re looking for before they realize they even want it.
Conclusion: performance may be volatile, but we believe AI will continue to advance in capability and adoption.
If you asked us, point blank, what we predict to be the main driver of investment performance in AI-related companies in
2022, we would have to answer something along the lines of “U.S. interest rate policy at the Fed” or “inﬂation.” Why?
Many AI companies are in “growth mode,” meaning that they do a lot of reinvestment with low or even negative current
earnings. With interest rates at or near zero, the value of these future cash ﬂows is higher. If rates rise, the value of these
future cash ﬂows will decrease. Unfortunately, this can have an impact across all sorts of different technology companies,
AI and otherwise, and it may not leave a simple demarcation between the more exciting or less exciting AI companies.
Investors focused solely on 2022 may be in for a volatile ride, but investors focused on longer horizons could see
interesting points of entry as long as they understand the megatrend should have staying power over many years, not just
in 2022.
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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.
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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, Kara Marciscano, 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
Value : Characterized by lower price levels relative to fundamentals, such as earnings or dividends. Prices are lower
because investors are less certain of the performance of these fundamentals in the future. This term is also related to the
Value Factor, which associates these stock characteristics with excess returns vs the market over tim.
Volatility : A measure of the dispersion of actual returns around a particular average level.&nbsp.
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