INTUITION ()

11 SEPTEMBER 2026

The Al impact — From concept to reality

Since the launch of ChatGPT in November 2022, artificial intelligence has rapidly evolved from an
intimidating buzzword into an undeniable, permanent force in our daily lives. Just as the late-1800s
railroad boom connected physical geography and unlocked generations of economic dividends, today s
massive capital expenditure on datacentres is laying the digital tracks for a structural revolution
in cognitive productivity. By analysing concrete GDP contributions and transformative real-world
applications, this article cuts through the bubble fears to show how Al is actively driving tangible
change.

Since  ChatGPT
November 2022, Artificial
Intelligence has moved with
startling speed from a niche
technical curiosity to a primary
“talking point around the braai.”
In our recent Insight presentations,
the sentiment from clients has been
palpable: a mixture of wonder,
confusion, and outright fear. Many
feel that Al is an unreliable mystery
that cannot be trusted.

launched in

Our goal with our recent Insight presentation and this
article wasn’t to speculate on the “next big Al stock”
or to convince you that the hype is justified. Instead, as
strategic analysts, we must view Al as a permanent tool
for innovation that has already shifted from a speculative
theory to a functional utility. We are moving away from
the mystery and toward an understanding of how Al is
being woven into the fabric of the global economy.

As I looked for a way to frame this transition, I used Al
tools myself. To illustrate this, I have a confession: I’ve
already begun this journey with my own Al companion,
whom [’ve named “W_Al~and” (short for Willie’s Al-
hand). I asked W_Al~and to help me find an English
word to help us understand this new Al-thing. I found two
words right at the start of the “A(I)phabet” that define our
current crossroads:

e Adaption: Modifying or adjusting something to fit
new conditions or purposes.

e Adoption: Accepting, choosing, or taking something
as one’s own.

SPEED READ
Al is not just ChatGPT. It has rapidly expanded across
technologies - including competitors like Gemini,
Grok, Claude, Llama, Kimi, and Perplexity - integrating
deeply into physical data infrastructure, robotics, and
even the space race
Al acts as a “writer” rather than a search engine
“librarian.” Instead of retrieving pre-existing pages
like standard search engines, generative Al models
interpret massive libraries of information to compose
answers from scratch, which requires 10 to 100 times
more compute power per query
We are currently in the “laying the tracks” phase of
the Al revolution. Mirroring the late-1800s railroad
boom (which spent 4-5% of GDP), modern tech giants
are investing a staggering 6-9% of GDP to build the
physical foundation - datacentres, GPUs, and power
grids - that will ultimately lower the cost of cognitive
labour and drive compounding global GDP growth.
Al is a tangible economic reality, not speculative
hype. Over the past twelve months, tech-related
investment accounted for roughly half of US GDP
growth. Daily requests from Al agents surged by
1,700% over a single year (making up more than 50%
of network traffic), while everyday companies like
UK supermarket giant Tesco are already deploying
Al agents to plan customer meals and automatically
build shopping baskets

We cannot simply wish Al away because it feels
intimidating. We are past the point of mere adaptation; the
real strategic advantage lies in adoption - deciding how to
integrate these tools into our lives rather than just reacting
to them.
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A common misnomer is that “Al” and “ChatGPT” are
synonymous. In reality, we are seeing a proliferation of
competing models, including Gemini, Grok, Claude,
Llama, Kimi, and Perplexity. From an analyst’s
perspective, this variety proves that the Al “moat” is
moving away from the models themselves and toward the
infrastructure and data applications. This isn’t just about
chatbots; it’s an exponential adoption across computer
programs, robotics, and the modern space race.

To understand the transition from the Internet Age to the
Al Age, imagine the internet as the world’s largest library
- containing everything from your Grade 1 school photo to
the most advanced PhD theses.

In the Internet Age, search engines like Google act as
Librarians. When you ask a question, the librarian retrieves
a page that already exists. They do not create; they find.

In the Al Age, Large Language Models (LLMs) act
as Writers. They have read every book in that library,
including the fine print.

o The Manufacturing Process: Unlike search, Al
generates an answer from scratch, one chunk of text at
a time. This is a literal manufacturing process. For the
first time in history, “thinking” has a direct, scalable
hardware and electricity cost. All of this happens in
the datacentres springing up like mushrooms.

o Resource Intensity: This generation is complex. A
single Al query can cost 10 to 100 times more compute
power than a traditional Google search.

o The “Exam” Reality: Critics call Al unreliable
because it occasionally misinterprets data. However,
remember that even a student who has read every
textbook rarely scores 100% on every exam. The value
is not in perfect retrieval, but in the ability to generate
complex plans, code, and designs instantaneously.

The current scale of Al capital expenditure is best
understood through the lens of the late 1800s Railroad
Boom. We are currently “Laying the Digital Tracks” for
the 21st century.

Feature The Railroad Boom The Al Infrastructure Boom
(Late 1800s) (Current)
Infrastructure Physical steel rails, Datacentres, GPUs, power grids.

land grants, coal.

Al IMPACT ON US ECONOMIC GROWTH
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The contribution from Al (via datacentre expansion and other
computing-related buildout) to quarterly GDP growth is
increasing.

“The current Al infrastructure build-out is simply the
modern equivalent of the steel rails that built the 20th
century.”

Just as trains required steel tracks to run, Al requires
massive physical foundations. We are in the heavy-lifting
phase where tech giants are spending hundreds of billions
to establish the compute power for future generations.

Critics point to an “Al bubble” fuelled by trillions in
spending. This fear stems from the circularity of capital: a
closed loop where giants like Nvidia, Microsoft, OpenAl,
and Oracle act as each other’s investors, suppliers, and
customers.

While this self-reinforcing revenue structure causes
scepticism, it is typical of the early “infrastructure”
phase. The strategic opportunity arises as this spending
shifts from tech-sector circularity to widespread organic
demand from outside end-users. History shows that once
the tracks are laid, the resulting productivity gains and
deflationary forces (cheaper intelligence and legal/coding
analysis) drive long-term structural GDP growth.

Al is no longer a “pie in the sky” theory. The data - both
at a macro and micro level - confirms a tangible reality.

The macro level: According to research
from Jason Furman at Harvard University,
tech and software investment contributed a
staggering 92% of US GDP growth in the
first half of 2025. Even more conservative

Unified geography;
plummeted transport
costs.

Market Impact

Revolutionized cognitive labour;
lowered cost of intelligence.

estimates suggest that the tech rollout
accounts for roughly one-third of current
year-on-year US GDP growth. In a world

Economic Scale Capex averaged 4-5%

of GDP. of GDP.

Projected Capex ranges from 6—-9%

where non-tech sectors are struggling,
Al-related infrastructure is effectively

carrying the economy.
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The micro level: two example

might buy, they are deploying Al

speaks to the Al new economy;
the first being in the internet
environment and the second
example from a company
addressing our daily needs.

e The Cloudflare Surge.
Cloudflare, which serves

“Al is no longer a ‘pie in
the sky” theory. The data -
both at a macro and micro
level - confirms a tangible

reality.”

agents to take action - planning
meals to reduce food waste
and automatically building
shopping baskets. This is the
transition from data analysis to
autonomous utility.

Conclusion:

45% of the Fortune 500
companies, provides a
window into the “underlying plumbing” of the internet.
Their research projections for the period between June
2025 and May 2026 show a 1,700% increase in daily
requests from Al agents. Today, more than 50% of all
internet network traffic is non-human. Al is already
performing the “heavy lifting” of data flow.

o Tesco’s Strategic Adoption. Tesco, the UK’s largest
retailer, holds a 30% market share and has data on 8
out of 10 British households, thanks to 30 years of
their Clubcard history. They have turned this data into
their own LLM. Instead of just predicting what you
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A Modernized Economy

The investment required for this transition is immense -
projected to reach $1.4 trillion by 2030 - but the dividends
will last for generations. We are moving toward an
economy where autonomous vehicles handle logistics and
humanoid robots may soon pack your fridge with your
automated Tesco order. As we move into this modernized
landscape, we must look past the “braai talk” and the
initial fear. The question for the strategic thinker is no
longer about whether the technology is real, but whether
you are ready to move beyond mere adaption and fully
adopt the tracks being laid for the new Al economy.

Cloudflare’s analysis suggest Al agent usage is surging, changing the shaope of internet traffic.
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Topic: Outlook for 2027 — a more
normal year?

Natal Midlands

Date: 3rd of December, 2026
Venue: Christ Church Howick, 23 Mare
Or next seminar series will be held in November, when we Street, Howick
traditionally review the past year and cast our eyes forward Morning Time: 10am for 10.30am
to the new year. We will do some with some trepidation, as Evening Time: 5.30pm for 6pm
we try to unpack whether 2027 will bring clam or chaos.
Johannesburg
Date: 24th of November, 2026
Venue: Rosebank Union Church, Cnr
Winne Mandela Drive and St
n Harvard House is on Facebook Andrews Road, Hurlingham
Time: 7am for 7.30am
u Harvard House is on YouTube
Cape Town
Date: 26th of November, 2026
CONTACT DETAILS: Venue: J&J Belmont Square, Belmont

Road, Rondebosch

For more information on the range of products and services

offered by Harvard House Investment Management and its Time: 7.30am
associated companies (including Harvard House, Chartered Venue: Helderberg Village Lifestyle Estate,
Accountants), or for any financial advice, please contact 63 Bakkerskloof Rd, Helderberg
the Company at: Village, Cape Town
Time: 5.30pm for 6pm
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The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty)
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.

The Harvard House unit trusts are registered under the Fundrock Collective Investments Scheme. Custodian: The Standard Bank of South Africa
Limited: Tel (021) 007-1500. Collective Investments are generally medium-to-long-term investments. The value of participating interests may
go down as well as up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can
engage in script lending. Forward pricing is used. Commission and incentives may be paid and, if so, are included in the overall cost. This fund
may be closed to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee
and RSC levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity.
Fundrock Collective Investments (RF) Pty Ltd (“FR”) retains full legal responsibility for the third party named portfolio. FR is a member of ASISA
andis an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite of units trusts offered by
the Harvard House Group, please contact: Fundrock Collective Investments Call Centre, Tel: (021) 007-1500, Email: sa-clientservices@fundrock.
com. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not be satisfied with the
outcome of a complaint handled by FR, please write to: The Ombudsman, PO Box 74571, Lynnwoodridge, 0040. Telephone (012) 470 9080/99.
Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolios are from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager
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