


A DEEP-SEATED FEAR OF SENTIENT Al

The development of full artificial intelligence could
spell the end of the human race - Hawkins (2014)

2001 — A Space Odyssey (1968)
Westworld (1973)

Demon Seed (1977)

Alien (1979)

Blade Runner (1982)

Terminator (1984)

Terminator 2: Judgement Day (1991)

The Matrix (1999)

, Robot (2004)

The Machine (2013)
Ex Machina (2014)
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M3GAN (2023)
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PROBABLY NOT MUCH TO FEAR FROM

LARGE LANGUAGE MODELS (LLMs)

In essence probability-based models...much like a psychic cold reading a room

Shotgun statements: broad statements can apply
to lots of people

“I'm connecting with an elderly person, a person
who was really special and who recently passed".

Barnum statements: allow the listener to read
between the lines

“ At times you may have serious doubts that you
made the right decision”.

Turning success into failure: “I'm being contacted
by John" “No wait...it is another J nhame, James,
Jacob..., etc." until a hit is found.
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| ASKED CHATGPT ABOUT A SUBJECT | KNOW WELL...ME!




| ASKED CHATGPT ABOUT A SUBJECT | KNOW WELL...ME!

Issues with
the facts!




AM | A MODERN DAY LUDDITIE?

Blood in the Machine
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Everything that can be invented has been invented

— Charles H Duell, Commissioner
of the US Patents Office, 1889
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CARLOTA PEREZ - TECHNOLOGY STYLISED PATH

Technological Revolutions and Financial Capital (2002)

PHASE ONE PHASE TWO PHASE THREE PHASE FOUR
E Full constellation Last new products and industries
=5 (new industries Earlier ones approaching maturity
SE technology and market saturation
S5 Early new products systemsand
£% and industries infrastructure) Full expansion of
2 S . innovation and
-5 Explosive grown and :
3 & fasptinnovgtions market potential
g
Gestation Paradigm Introduction of successive new products Constriction Time
Period Configuration industries and technology systems, plus of potential

Big Bang modernisation of existing ones
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HOWEVER, THE REAL WORLD IS ALWAYS MESSI

ER THAN THEORY

RECURRING PHASES OF EACH GREAT SURGE IN THE CORE COUNTRIES

g —— INSTALLATION PERIOD —» Tuming ——  DEPLOYMENT PERIOD —»
=
o
3 MATURITY
8 :
=4 Previous Socio-Political Split
_g Great SYNERGY Last products and industries market saturation and
S Surde technological maturity of main industries
v 9 disappointmentvs. complacenc
— Golden Age PP P y
= Coherent growth with
= increasing externalities
o .
S prodluctlon and
= employment
E FRENZY Py
£ Next
S Financial Bubble Time Great
o IRRUPTION Intensive investmentin the revolution decoupling Surae
qE)w of the whole system polarisation of rich and poor g
o Gilded Age.
Techno-Economic Split
Irruption of the technological revolution
Big Bang decline of old industries unemployment Institutional Next Time

Recomposition

Source: Perez (2002)

Big Bang
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CHARACTERISTICS OF TECHNOLOGICAL REVOLUTIONS

. Intense funding of innovation, clusters
ﬂ Irruption > of inventions, new industries appear
Installation Producers
2 Frenzy > Speculation and financialisation, capital
moves from productive to speculative
Growing inequality and political unrest.
3 Synergy > Regulation seen as required
Deployment Consumers
4 Maturity > Saturation, social adoption of
technology
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THE FIVE TECHNOLOGY WAVES

Technological Revolution

The industrial
1 revolution

Age of steam
and railways

New Technologies and Industries

Mechanised cotton industry, wroughtiron, machinery

Steam engines and machinery, iron and coal mining, rolling
stock production

New Infrastructures

Canals and waterways, water power, turnpike roads

Railways, ports, postal service, city gas

Country and Year of Onset

Britain, 1771

Britain 1829, spreading
to Continent and USA

Age of steel, electricity
and heavy engineering

Cheap steel, full development of steam engine, heavy
chemistry, civil engineering, electrical equipment industry,
canned and bottled food, paper and packaging

Worldwide shipping, transcontinental railways,
worldwide telegraph, telephone, electrical networks

USA and Germany, 1875

Mass-produced automobiles, cheap oil and fuels,

2
3
4 Age of oil, automobiles,
9

telecommunications

software, telecommunications, control instruments, computer-
aided biotechnology, new materials

multiple source electricity networks, high-speed multi-
modal physical transport links by land, air and water

petrochemicals, internal combustion engine for automobiles, Worldwide analogue telecomm USA; Spreading to
and mass production tractors, airplanes, war tanks, and electricity production, home unications Europe 1908
electrical appliances, refrigerated and frozen foods !
. . . . . . . Worldwide digital telecommunications, .
Age Of |nf0rmat|on and The information revolution, cheap microelectronics, computers, the Internet, electronic mail and other e-services, USA, spreadlng to

Europe and Asia, 1971

Source: Perez (2002)

Copyright © 2024 by GMO LLC. All rights reserved. For Institutional Use Only




By EMO LLC. AT rights ras

vad, Forinstitutional Usa Only



THE MINSKY- KINDLEBERGER MODEL

An old faithful

Displacement
VvV
Credit Creation
VvV
Euphoria
VvV
Critical Stage/ Financial Distress

V'
Revulsion
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THE MOST IMPORTANT PSYCHOLOGICAL ELEMENT - THE STORY

The Narrative Fallacy and the allure of growth

The Rational View

Gather Evidence > Weigh and Evaluate > Decision

The Story View

Gather Evidence > Explain with a Story > Match Story to a Decision




THE POWER OF THE STORY - THE SIRENS" SONG

% of Jurors returning a guilty verdict
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10

0

Both Story

Source: Hastie and Pennington (1998)

Prosecution Prosecution
Story/Defence Witness Witness/Defence Story

Both Witness
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DESCARTES VERSUS SPINOZA

Hard Wired to believe

Descartes: Understanding and believing two different things

Hold a belief in limbo > Assess > Decide

Spinoza: Understanding and belief occur together

Believe In the idea > Assess > Decide




THE WORLD OF SPINOZA

% of statement recognised by category

100
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10

0

True as True

Source: Gilbert et al (1993)

False as False True as False

B Uninterupted ™ Interupted

False as True
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EXPERIMENTAL DATA

Bubbles are regular occurrences in labs, most amazingly even when trading isn't allowed!

Fundamental Value

Made worse by

450 Inexperienced
400 Experienced = Dividend uncertainty
350 = Large numbers of new
£ 300 players
i 250 = Large amounts of cash at
S 200 the start (liquidity)
™ 150 = Margin Buying is allowed
100
50
0

o 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Period

Source: Smith and Porter
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KEEP US GREY HAIRED OLD FARTS AROUND

The arrogance of youth

VALUE-WEIGHTED AVERAGE LOG PRICE/SALES RATIO, BY AGE GROUP

4.50
4.00
3.50
3.00
2.50
2.00
1.50
1.00
0.50

0.00
Dec97 Jun98 Dec98 Jun99 Dec99 Jun00 Dec00 JunO01 Dec01 Jun02 Dec02

[25,30] [31,35] [36,40] [41,45] [46,50]  [51,55] [56+]

Source: Greenwood and Nagel (200%)
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UNCERTAINTY IS KEY

Because it allows for a story

Amazon was
around $100

Source: Beunza and Garud (2007)

BLODGET COHEN

Category

Category

Book

Internet

Company Retailer

Key
Metric

Key

Analogy Metric

Analogy

mmmmms REvenue

Dec 16, 1998 Blodget (CIBC) Cohen (ML)
Target Price $400 (buy) $50 (sell)
Revenue Estimate $2.5bn (end 00)  $0.8bn (end 00)
Margin Assumption 12% 10%
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OVEROPTIMISM AT THE HEART OF THE GROWTH STORY

Endemic overoptimism

Entrepreneurs

Cooper et al., (1998) 2994 entrepreneurs, 81% believed that their
chance of success was at least 70%, and a third thought success was

guaranteed!

N.B. 75% of new business fail within the first five years.

Investment Managers
74% of Investment Managers think they are above average at their job!

| 21



CFOs ARE DELUSIONAL TOO

Optimism %

80
75

Own Firm ~
0 </
65
60

55
50 Economy

45

10 \

35

2002 2003 2004 2006 2007 2008 2009 2011 2012 2013 2014 2016 2017 2018 2019 2021 2022 2023

Source: Richmond Fed
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LESSON 1: THE SKEPTICS ARE OFTEN WRONG

Painful prognostications

“What could be more palpably absurd than the prospect of locomotives travelling twice as fast as
stagecoaches?”, The Quarterly Review, March 1825

“Well informed people know it is impossible to transmit the voice over wires and were that it were
possible to do so, the thing would be of no practical value”, Boston Post 1865

“The ordinary ‘horseless carriage’ is at present a luxury for the wealthy,; and although its price will
probably fall in the future, it will never, of course, come into as common use as the bicycle”, Literary Digest, October 1899

“For God's sake go down to reception and get rid of a lunatic who's down there. He says he's got a machine
for seeing by wireless! Watch him — he may have a razor with him", Editor of the Daily Express in response to a visit from
John Logie Baird

“I think there is a market for about five computers”, Thomas Watson, Chair IBM 1943
“There is no reason for the individual to have a computer in their home", Ken Olsen, president, Dec 1977
640k [of computer memory] ought to be enough for anybody, Bill Gates, 1981

“By 2005 or so, it will become clear that the Internet's impact on the economy has been no greater than the
fax machine's"”, Paul Krugman 1998
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LESSON 2: TECH REVOLUTIONS AND BUBBLES GO HAND IN HAND

Since the industrial revolution onwards

UK MINING STOCKS

700 -

600 -
500 -
400 -

300 -
200 - /
100

Bubble Deflates

0 T T T T T
1824 1825 1826 1827 1828 1829

Source: Nairn (2002)

1830

UK RAIL ROADS

500 1 Inflating
the .
400 1 Bubble Deflating
the
300 - Bubble
Successful Technology,
o ~—Jeorimestnent
100 -
0 T T T T 1
1820 1840 1860 1880 1900 1920

Copyright © 2024 by GMO LLC. All rights reserved. For Institutional Use Only

| 25



LESSON 2: TECH REVOLUTIONS AND BUBBLES GO HAND IN HAND

Telephones and Electric Light

AMERICAN BELL (AT&T) EDISON ELECTRIC
500 ; $3,500
400 53,000 SmI'E\,uphoria Peaks on
$2.500 yer Patent Decision
3007 Patent \1929 $2,000
200 4 Monopoly ~ Expires 41,500
/ $1,000
= | $500
¥ $0

1880 1895 1910 1925 1940 1955 1970 1878 1879 1880 1881 1882 1883 1884

Source: Nairn (2002)
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LESSON 2: TECH REVOLUTIONS AND BUBBLES GO HAND IN HAND

Autos and Radio

GENERAL MOTORS (GM) RADIO CORPORATION OF AMERICA (RCA)
800 - 1,400 -
Radio
1,200 - Boom
600 - 1,000 -
800 -
400 -
600 -
400 -
200 * Depression
200
0 , 0+

1909 1911 1913 1915 1917 1919 1921 1923 1925 1922 1926 1930 1934 1938 1942 1946

Source: Nairn (2002)
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LESSON 2: TECH REVOLUTIONS AND BUBBLES GO HAND IN HAND
Big Computing and the Internet

IBM CISCO

50,000 - 20,000 -

40,000 1 16,000 -

30,000 ; 12,000 -

20,000 + 8,000 °

10,000 - 4,000 -
0 L T T T T T T T 1 0 e amn o p————r p———
1910 1930 1930 1970 1990 2000 1990 1995 2000 2005 2010 2015

Source: Nairn (2002)
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BITCOIN

BITCOIN
$70,000
60,000
50,000
40,000
30,000
20,000
10,000
0 —
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Datastream
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LESSON 3: CLUSTERS OF INNOVATION

Tech begats Tech

History teaches us that innovation seems to
cluster — but beware, the ‘best’ technology
doesn't always win!

> Mining — Canals

> Steam power — Railroads — Steel

> Electricity — Combustion Engine

> Petro-chemicals — Electronics — Aviation

> Digital networks — Software — Robots — Al

Source: Flink (1970)

MARKET SHARE OF AUTOMOBILE
TECHNOLOGIES - 1900

Steamer
40%

Gasoline
22%

Electric
38%
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LESSON 4: DISRUPTERS CAN BE DISRUPTED

Thanks to lessons 3

VOLUME OF GOODS TRANSPORTED
BY CANALS (U.S.)

8 -
Building an Railway

6 - Econoy Competition
4 -
THE CANALS

Bites
The Business During the Past Season

Millions of Tons

Great Reduction in Freight Rates - The Transportation
Companies Losing Money - The Volume of Business
Decreased - The Trade Gone to the Railroads

1838 1858 1878 1898 1918

Source: Nairn (2002)
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100 7

80

Telephone
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BROWSER WARS
Market Share (%)

STATCOUNTER GLOBAL STATS

Browser Market Share, United States of America from Jan 2009 - Sept 2023

100%

Netscape Microsoft - Explorer

80%

60%

g

inner
40%

20%

0% : ; , : .
1996 1997 1998 1999 2000 2001

Source: Nairn (2002), Statcounter
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LESSON 5: LOSERS MAY BE EASIER TO IDENTIFY THAN THE WINNERS

The disrupted rarely respond well

CANALS LOSE OUT TO RAILS IN THE UK TELEGRAM LOSES OUT TO THE TELEPHONE
140 7 Winners 1,000 - AT&T
o f 800 - W"V
100

80 - Canals are New Losers 600 -

Technology

60 - \\\\\\\\‘ 400 -

40 - Railways

20 - Appear 200 - Western

0 0 Union

1811 1816 1821 1826 1831 1836 1841 1846 1851 1882 1887 1892 1897 1902 1907 1912 1917 1922

Source: Nairn (2002)
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PICKING WINNERS IS TRICKY

Foreseeing the future is next to impossible

one had to presume to greater foresight than Western Union

one had to not invest in arc lighting (widely seen as the

winner), and instead go with incandescent lighting, but wait until the various companies
had rationalised

one had to find Henry Ford but wait for him to be bankrupt twice
before investing in Ford Motor Company. Plus, one would need to know that steam and
electricity, not to mention the rotary engine, would all fall

one would need to wait for Apple to appear, and exit before
Microsoft attacked, own IBM until the arrival of Dell, remember to buy Apple again before
the rise of the iPhone, etc.
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LESSON 6: BEWARE THE CAPITAL CYCLE

Booms led to busts

CAPITAL SPENDING BY PUBLICLY TRADED

BRITISH RAILWAY CAPITAL INVESTMENT TELECOMMUNICATIONS SERVICE PROVIDERS

50 140
240 | 120
5 . 100
€ 30 | = g0
< 90 | | ~ 60
: , 40
= / N\ 20

P -
0 b = : 0
1830 1835 1840 1845 1850 91 92 93 94 95 96 97 98 99 00 01 02
Year

Railway Investment in the United Kingdom from 1830 — 1850

Source: 0dlyzko, San Francisco Fed
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LESSON 7: BENEFITS GO TO THE CONSUMER IN THE LONG TERM

Nothing lasts for ever: Consumers are the eventual winners in the technology waves.

This can be postponed by patents or monopoly rights but has never yet been avoided.

SHARE OF UNITED STATES HOUSEHOLDS USING SPECIFIC TECHNOLOGIES
100%

80%

60%

40%

20%

0%
1903 1920 1940 1960 1980 2000 2019

Source: Horace Dediu; Comin and Hobijn (2004); other sources collated by Our World in Data OurWorldinData.org/technological -change - CC BY

Copyright © 2024 by GMO LLC. All rights reserved. For Institutional Use Only

36



By EMO LLC. AT rights ras

vad, Forinstitutional Usa Only



THE BIG MARKET DELUSION

Growth story

For nearly four decades, Moore's Law has been the governing
dynamic of the computer industry, which in turn has impacted
every industry. The exponential performance increase at
constant cost and power has slowed. Yet, computing advance
has gone to lightspeed. The warp drive engine is accelerated
computing and the energy source is Al.

— Jensen Huang, CEO Nvidia (2003)

| 38
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NVIDIA PRICE TO SALES RATIO

Nosebleed valuation
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Source: Bloomberg
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ANYONE REMEMBER THIS?
Scott McNealy (CEO, Sun Microsystems - speaking in 2002)

At 10 times revenues, to give you a 10-year payback, | have to pay you 100%
of revenues for 10 straight years in dividends. That assumes | can get that
by my shareholders. That assumes | have zero cost of goods sold, which is
very hard for a computer company. That assumes zero expenses, which is
really hard with 39,000 employees. That assumes | pay no taxes, which is
very hard. And that assumes you pay no taxes on your dividends, which is
kind of illegal. And that assumes with zero R&D for the next 10 years, | can
maintain the current revenue run rate. Now, having done that, would any of
you like to buy my stock at $64? Do you realise how ridiculous those basic
assumptions are? You don't need any transparency. You don't need any
footnotes. What were you thinking?
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CAPITAL CYCLE

ANNUAL PRIVATE INVESTMENT IN ARTIFICIAL INTELLIGENCE

Includes companies that received more than USS1.5 million in investment, adjusted for inflation

120
100
80 World
S
& 60
40 United States
20 China
0 European Union and United Kingdom
2013 2016 2018 2020 2022

Source: NetBase Quid via Al Index Report (2023), OurWorldInData.org/artificial -intelligence - CC BY
Note: Data is expressed in constant 2023 USS. Inflation adjustment is based on the US Consumer Price Index (CPI)
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IMPORTANT INFORMATION

This presentation has been provided to you by Grantham, Mayo, Van Otterloo & Co. LLC ("GMQ") for illustrative purposes only, is intended exclusively for the use of the person to whom it has been delivered by
GMO, and is not to be reproduced or redistributed to any other person. Nothing contained herein constitutes investment, legal, tax, regulatory, accounting or other advice of any kind nor is it to be relied on in
making an investment or other decision. This presentation should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any securities or to adopt any investment strategy.
The investment strategy and themes discussed herein may be unsuitable for investors depending on their specific investment objectives and financial situation.

The information in this presentation is only as current as the date indicated, and may be superseded by subsequent market events or for other reasons. The information in this presentation has been developed
internally and/or obtained from sources believed to be reliable; however, GMO does not guarantee the accuracy, adequacy or completeness of such information. The information contained herein may be based
on (i) data that may no longer be current, (i) estimates that may involve highly subjective assessments and (iii) models that may change from time to time and be different from the assumptions and models
used by other persons. Such information should not be the basis for determining the value of any security or financial instrument or in making any decision to buy, sell or hold a security or financial instrument. It
should not be assumed that GMO will make investment recommendations in the future that are consistent with the views expressed herein, or use any or all of the techniques or methods of analysis described
herein in managing client accounts.

There can be no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment
which may differ materially, and should not be relied upon as such. Predictions, opinions, and other information contained in this presentation are subject to change continually and without notice of any kind and
may no longer be true after the date indicated. [Forward4ooking statements are subject to numerous assumptions, risks and uncertainties, which change over time, and GMO assumes no duty to and does not
undertake to update forward-ooking statements. Any forwardHooking statements are not guarantees of any future performance and actual results or developments may differ materially.

The offer to invest in any financial product issued or advised by GMO is contained in the relevant Information Memorandum, Product Disclosure Statement or other offering document and is subject to the
conditions set out therein. Offering documents are available fromm GMO and should be considered before making any investment decisions.

GMO Australia Limited ABN 30 071 502 639, AFSL 236 656
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Boston
53 State Street | Boston, Massachusetts 02109 | Tel: +1 617 330 7500

San Francisco
2150 Shattuck Avenue | Suite 900 | Berkeley, California 94704 | Tel: +1 510 649 6030

Europe Asia-Pacific
GMOl UK Limited GMO Australia Limited
No.1 London Bridge, London SET 9BG P.0. Box R1817, Royal Exchange, NSW 1225 | Suite 43.02, Grosvenor Place, 225 George Street, Sydney NSW 2000
Tel:+44207814 7600 Fax:+44207814 7605 Tel:+6128274 9900 Fax:+61 28003 8800

Company Number: 04658801
GMO UK Limited Authorised and Regulated by the Financial Conduct Authority Registered no 4658801 England.

GMO Australia Limited ABN: 30 071 502 639, ASFL No: 236 656

GMO Netherlands B.V.is licensed by the Netherlands Authority for the Financial Markets GMO Singapore Pte. Limited
6 Battery Road, #34-01 | Singapore 049909 | Tel: +65 6532.0346
GMO Netherlands B.V. GMO Singapore Pte. Limited UEN No: 20-0301509-R, Capital Markets Services License No: CMS100016

Gustav Mahlerplein 109 — 115, 26" floor | 1082 MS Amsterdam | Tel: +31 (0)20 7085789

GMO Netherlands B.V.is licensed by the Netherlands Authority for the Financial Markets Tokyo (Representative Office)

2-11-1 Nagatacho Chiyoda-ku | Tokyo, Japan 100-6162
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