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Can Al software turn adoption into revenue?
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As companies allocate larger budgets towards Al models and agent-building tools, the focus is on
where those dollars flow.

The early innings of the Al buildout have been defined by building Al compute and capacity, where hardware (i.e. chip) companies have been clear
winners. Moving forward, the Al wave will increasingly depend on utilization--how effectively companies convert Al investments into productivity and
profit. That transition places software at the center, a sector whose performance has lagged hardware and where Al monetization remains diffuse.
Whether the next leg of opportunity comes from software, and what companies within software, will depend on two key frictions: integrating Al into

enterprise workflows and finding sustainable ways to charge for it once it's there.

The Al value chain in software

The software “stack” can be divided into three layers: infrastructure, platform and applications1. Infrastructure providers such as Microsoft Azure
and AWS supply the compute power and model-hosting services that underpin the Al economy. Returns here are already visible, with Azure

revenues accelerating 20+% year-over-year, though continued utilization growth will be necessary.

Further up the stack, platform and applications face the tougher hurdle of integrating Al into enterprise workflows and proving value. While 44% of
U.S. firms now pay for some form of Al model or service, much of that spending flows to general-purpose models like ChatGPT and Claude, rather

than tailored enterprise applicationsz.

Businesses face three primary hurdles to deeper Al integration:
1. Workflow ambiguity. Most firms still don’t know which business functions merit dedicated Al spend. Productivity gains are clear in coding and
documentation tasks, but broader process integration remains difficult.
2. Data readiness. Many organizations are still cleaning and organizing data to make it usable for Al systems.
3. Data privacy and security. Especially in regulated industries, firms remain hesitant to expose proprietary data to cloud-based models, limiting

the adoption of commercial Al tools.

Even as adoption grows, monetization remains nascent. Software companies are testing a range of pricing strategies—embedding Al into existing
bundles, raising base prices or shifting toward consumption-based models. Amid this uncertainty, the eventual returns on Al applications are

difficult to forecast, as are the likely winners.



The race to capture Al’s value

With monetization and business models still forming, the next question is one of value capture. Who stands to benefit as enterprise adoption
deepens? For investors, the key question is whether incumbents can successfully reinvent themselves, or whether, as in past technology cycles,

new entrants will capture greater share.

Incumbents such as Microsoft and Oracle have the advantages of scale, distribution and data access that power Al workflows and applications. Yet
incumbency brings challenges too: legacy architectures, customer expectations for predictability and pricing concessions and pressure to sustain

margins.

Al-native startups are more agile but face steep hurdles in acquiring customers and data access and distribution. Startups are burning significant
capital3, not just on product development and R&D but also marketing and sales.

For now, Al software remains a story of broad adoption but narrow monetization. As companies allocate larger budgets towards Al models and
agent-building tools, the focus is on where those dollars flow. Not all use cases will ramp at the same speed, but early patterns will reveal where

durable value is forming, with incumbents extending their lead or upstarts capturing the next phase of Al growth.

Most firms expect to increase Al spending substantially over the next 2-5 years
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Source: Wharton School of the University of Pennsylvania, Human-Al Research, “2025 Al Adoption Report: Gen Al Fast-Tracks Into the Enterprise,” in partnership with the GBK Collective. Based on
aU.S. survey of 800 senior business leaders across industries for companies with 1,000+ employees and >$50 million revenue.

Data are as of November 11, 2025.

" Infrastructure software provides the computing and storage resources that support other platforms. Platform software offers tools to build and analyze other software, such as coding, data or
application development. Application software performs end-user functions, with examples such as Microsoft Office and Adobe Photoshop.

230urce: RAMP Al Index.

3 The median Series A Al company reportedly burns roughly $5 to gain $1in new revenue, which is higher than other sectors. Source: Silicon Valley Bank, State of the Markets report, August 5, 2025.
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This website is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific investment product, strategy,
plan feature or other purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this material are generic, hypothetical and for illustration
purposes only. None of J.P. Morgan Asset Management, its affiliates or representatives is suggesting that the recipient or any other person take a specific course of action or any action at all.
Communications such as this are not impartial and are provided in connection with the advertising and marketing of products and services. Prior to making any investment or financial decisions, an investor

should seek individualized advice from personal financial, legal, tax and other professionals that take into account all of the particular facts and circumstances of an investor's own situation.

Variable annuity guarantees are only as good as the insurance company that gives them. While it is an uncommon occurrence that the insurance companies that back these guarantees are unable to meet

their obligations, it may happen. Annuity withdrawals prior to 5972 may be subject to tax penalties, are subject to market risk and may lose value. Riders have additional fees and costs associated with them,




and are subject to additional conditions, restrictions, and limitations.

Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the information provided here

is reliable but should not be assumed to be accurate or complete. The views and strategies described may not be suitable for all investors.
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required to file a prospectus or registration statement with the SEC, and accordingly, neither is available. The funds are available only to certain qualified retirement plans and governmental plans and is not
offered to the general public. Units of the funds are not bank deposits and are not insured or guaranteed by any bank, government entity, the FDIC or any other type of deposit insurance. You should carefully
consider the investment objectives, risk, charges, and expenses of the fund before investing.
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