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Balancing
Innovation, Ethics and
Opportunity in Al

e Switzerland's Al ecosystem, though smaller than the U.S., is vibrant and well-suited for early-stage
investment, supported by a collaborative network of universities, government support, and private capital.

® Fthical issues in Al—such as bias, privacy, and data security—are central considerations across sectors,
including healthcare, finance, and autonomous vehicles, requiring careful oversight to mitigate risks.

® |nvesting in Al requires balancing ethics and growth potential. Backing venture capital firms with
operational experience can help investors access responsible, scalable innovations.

® Ablend of public and private market investments offers the best long-term exposure to Al's growth, with
public markets providing stability and private markets supporting disruptive innovation.
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The Case for Ethical and Strategic Al Investment in
Switzerland

Al is a theme in its infancy, and the untapped potential is enormous.
The field is bustling with innovation across every part of the value
chain, from machine learning algorithms to robotics, as start-ups
redefine what's possible. Switzerland's Al start-up ecosystem, while
smaller than the UJS. is uniquely vibrant, offering fertile ground for
early-stage investment across sectors and solutions. In cities like Zurich and
Lausanne, start-ups are pushing boundaries with fresh ideas, and there is
a collaborative drive supported by universities, government support, and
private capital. This ecosystem is creating promising opportunities for
investors, especially in the earlier, formative stages of the Al journey.



"Switzerland's commitment to research and innovation allows it to
push the boundaries of possibility while upholding a foundation of

trust and quality.”

— Mauro Dell’Ambrogio, Swiss State Secretary for Education,
Research, and Innovation

With this wave of rapid innovation, however, comes the critical
issue of ethics in Al. Ethical considerations are front and centre in
Al, touching virtually every industry, from healthcare to finance to
autonomous driving. These issues are as diverse as the sectors they
impact, but they are united by common themes of bias, privacy, and
security. Across the board, Al systems are being asked to handle
sensitive information, make critical decisions, and operate with
minimal human intervention—all of which amplify ethical concerns.

Take healthcare, for instance. Here, Al's potential to improve
diagnostics and personalize treatments is enormous, but the ethical
complexities are equally significant. For example, machine learning
models used in diagnostics may inadvertently reflect biases in the
data they're trained on, which can lead to skewed or inaccurate
results. Real-life cases underscore these risks: a well-known 2019
study found that an Al system designed to help hospitals allocate
resources disproportionately favoured white patients over black
patients due to biases embedded in historical data. Such cases
highlight the dangers of bias when it is unaddressed and the critical
need for ongoing oversight.

Ethical Challenges Across Al Applications

Privacy is another prominent ethical concern in healthcare Al. Many diagnostic algorithms require vast
amounts of personal health data, raising questions about patient consent and data security. One example
involved a collaboration between a leading Al company and a national health service, which raised
concerns over data-sharing practices and patient privacy. This highlights the importance of transparent
safeguards in healthcare Al. The case underscored the risks of large-scale data aggregation without clear
safequards, pushing the industry toward more transparent and privacy-centric solutions.

These examples from healthcare demonstrate how ethical considerations are not just theoretical—they're
integral to responsible Al development. Investors and innovators alike are increasingly called upon to
prioritize ethics in their strategies, ensuring that Al benefits are delivered responsibly across sectors.

Strategic Investment: Navigating Ethics and Growth in Al

For investors looking to allocate capital in this landscape, two questions emerge:

® How can we support innovations that are responsible and ethical?
® And, in a sector defined by its requlatory complexity, how can we back companies that will scale and deliver
meaningful returns?



One approach to responsible capital allocation is supporting venture capital
funds led by individuals with operational experience. These VC firms, often
founded by former entrepreneurs, understand the challenges Al start-ups face
in navigating requlatory landscapes.

They bring an insider's perspective, which can be invaluable in identifying
which companies are positioned to scale effectively, and they often act as
strategic partners, guiding start-ups through the hurdles of growth and
regulatory compliance. Instead of going direct to every Al start-up, investors
can consider working with VCs who know the nuances of Al's operational
challenges. This strategy provides exposure to early-stage companies with
the added benefit of experienced guidance, mitigating some of the sector's
scaling risks.

Switzerland's agile ecosystem, supported by its requlatory framework,
offers an environment conducive to ethical Al innovation, especially
within jurisdictions governed by robust data privacy laws such as
GDPR. With its commitment to ethical standards and efficient feedback
loops, Switzerland is uniquely suited to pilot responsible Al initiatives.
Entrepreneurs in the region benefit from rapid feedback on ethical
considerations, helping them adjust and refine their products quickly.
This dynamic creates an innovation loop that allows for faster testing
and integration of ethical standards, making Switzerland a standout
location for those looking to invest in ethically aligned Al ventures.

Opportunities in Public and Private Markets

Given Al's expanding reach, the most effective strategy for investors seeking to capitalize on its growth is a diversified
approach across both public and private markets. Each market offers unique advantages for long-term Al exposure.

Public Markets: Accessing Scalable Al Companies

In public markets, investors can access Al companies with established scale, strong balance sheets, and proven
execution capabilities. Our Top 30 stock list, for example, provides exposure to publicly listed companies that offer
robust growth potential, backed by margins and operational efficiency. These companies are leaders in the Al space,
and their size and resources make them well-positioned to navigate ethical challenges and regulatory scrutiny
at scale.

Private Markets: Backing Breakthrough-Innovation

On the other hand, private markets offer access to breakthrough technologies and long-term growth opportunities.
Venture capital (VC) firms often invest in early-stage Al start-ups. While these companies are highly innovative,
they carry inherent risks, including potential unprofitability. Evaluating these opportunities requires a balance
between supporting innovation and managing risk. In contrast, private equity (PE) firms tend to invest in more
mature Al companies with proven applications and steady revenue streams. This complementary approach allows
investors to support both the disruptive and established ends of the Al spectrum, balancing potential returns with
risk. Additionally, digital infrastructure investments offer exposure to the foundational assets enabling Al growth.
Infrastructure projects, such as those focusing on data storage, processing power, and network connectivity, are
essential for supporting Al and provide more stable, asset-based returns.



Current Trends and Outlook for Al Investment

Although questions about artificial intelligence arise periodically—as we saw over the past summer—Al remains
poised to drive transformative change for both businesses and consumers, much like the internet did in the 2000s.
Al could well become the next great American industry, comparable to the railroad boom of the 19th century or the
automobile industry of the 20th. The U.S. stock market, which recently reached a market cap of $50 trillion, owes
much of its strength to its technology giants. Tech has flourished over the past few decades, with growth potential
that seems boundless, and Al is expected to push that potential even further.

The economic promise of Al isn't about creating machines that are smarter than people—it's about productivity:
producing more economic output with less human input. This doesn't necessarily mean fewer jobs; historically,
productivity leaps have created more jobs than they've displaced, even as work itself has changed. Yet, as with the
advent of railroads and automobiles, Al will likely bring both winners and losers.

While demand for Al continues to surge, the industry faces persistent semiconductor shortages. Nvidia is currently
leading the charge, producing the chips that drive Al, but competition is heating up as other semiconductor makers
enter the market. There's also a looming question of how long companies can continue investing in Al before it
generates substantial profits. Al showcases the convergence of hardware and software, a blend reshaping entire
industries. Just as Apple transitioned from hardware to software and now derives much of its value from services
like i0S and the App Store, Al companies are also evolving to capture value across all levels.

Al's growth has also created surprising beneficiaries, such as utilities companies. Powering Al's extensive computing
needs requires vast energy resources, sparking a resurgence in nuclear power. Microsoft's recent deal with
Constellation Energy to revive a reactor at the Three Mile Island plant for exclusive use highlights nuclear energy as
an unexpected but key Al sector winner, competing with Nvidia as a top-performing S&P 500 name.

Although private market activity slowed recently due to interest rate hikes, signs of stabilization are emerging.
Expected rate cuts from the Federal Reserve in 2024 and 2025 could gradually revive private market investments. For
investors with a long-term view, private markets offer promising Al opportunities, especially as many companies are
staying private longer to refine their technology and business models. In public markets, tech remains favourable,
with strategies like structured investments or a buy-the-dip approach recommended for quality Al stocks. For those
ready to manage risks like illiquidity, private markets offer a direct role in Al's transformative journey.

Conclusion

Al's evolution has only just begun, and the potential for growth across sectors is vast. Yet, as we tap into this
potential, ethical considerations are crucial for ensuring that Al develops in ways that benefit society. In sectors from
healthcare to finance to autonomous systems, responsible Al practices are not merely a bonus; they are essential.

For investors, a balanced approach that includes both public and private markets offers the best way to gain
long-term exposure to Al's structural trend. Switzerland's unique ecosystem provides a model for ethical innovation
and an ideal environment for capitalizing on Al's potential responsibly. As we invest in Al's future, supporting
companies that prioritize both growth and ethical standards will be essential for shaping a responsible and impactful
Al landscape.
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