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Key Takeaways
§ The rapid ascent of artificial intelligence (AI) since 2022 has 

benefited well-known companies like Nvidia and Microsoft.

§ This transformative technology, as others before it, will likely usher 
in other beneficiaries that operate around its periphery.

§ Many potential beneficiaries are currently small-cap companies that 
often get overlooked in the AI discussion but may be worth 
watching.

The rise of the internet in the 1980s and 1990s propelled the fortunes 
of companies that helped pioneer the transformative technology. 
Some still exist today, like Cisco. Others, like CompuServe, didn’t last.

When the internet became part of everyday life by the mid-1990s, few 
could envision the society-changing businesses that would spring 
from it a few years later, like Amazon and Facebook.

For all those well-known companies that rose to prominence, other 
enterprises whose names are now consigned to obscure trivia, like 
Kalpana and Netcom, developed hardware and tools that helped 
shape the internet as we know it today.

The latest ascendant technology — artificial intelligence — has 
parallels to the internet’s trajectory.

Chipmaker Nvidia reached a $1 trillion valuation on AI’s promise to 
transform daily life in the decade ahead and beyond. But mega-caps 
like Nvidia are not the only stock play in AI’s rise.

Like with the internet, small- to mid-cap companies at this stage of 
AI’s evolution may not fetch broad attention like Nvidia. And it is 
important to realize that artificial intelligence is at an early stage of its 
hype cycle, making it difficult to spot potential winners and losers 
years later or precisely how it will change everyday life. But we believe 
AI will have a profound effect on business and society, and in the 
near- to intermediate-term, these are the types of companies that 
could shape how this innovation advances.

References to specific securities are for illustrative purposes only and 
are not intended as recommendations to purchase or sell securities. 
Opinions and estimates offered constitute our judgment and, along 
with other portfolio data, are subject to change without notice.

Securities may or may not be current holdings.

We believe AI will have a 
profound effect on 
business and society, and 
in the near- to intermediate-
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shape how this innovation 
advances.
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Thermal Management
AI applications require immense energy use. Energy use generates heat. Technology that can manage both 
will prove useful for the buildout of artificial intelligence. Companies like Credo Technology Group develop 
products that help manage heat. Credo’s chips and power-saving cables, for example, solve those 
constraints for high-performance computing installations.

Along similar lines, anyone who has worked with a laptop with a spinning CD-ROM drive on their lap can 
attest to how hot they can become. As artificial intelligence scales up, cloud providers need distinct types 
of hardware for data centers that can manage thermal issues. Companies like Pure Storage develop all-
flash or solid-state memory drives without spinning disks that produce heat, which would require additional 
cooling.

The way chips are packaged can also deal with the heat generated by computer components. One 
approach to solving thermal issues involves combining several chips into a single package, as Onto 
Innovation has done to ease heat constraints in modern chips.

Smarter and Better Chips
Technologies as simple as digital stopwatches and as complex as supercomputers rely on 
semiconductors. But semiconductors used in basic devices don’t work in advanced computers. Field-
programmable arrays (FPGAs) are a type of semiconductor designed by small-cap firms, including Lattice 
Semiconductor Corp., which are used in fast-growing applications like edge computing, artificial 
intelligence, 5G and factory automation. 

Dealing with Data
Large language models that power generative artificial intelligence, now and in the future, generate more 
data by orders of magnitude than most anyone envisioned a few years ago. Moving that data between data 
centers and users will require upgrading existing optical long-haul networks. The optical communications 
sector faces a cyclical downturn. Still, an eventual shift to 800G optics from the existing 200G/400G 
standard may accelerate demand for companies that develop optical technology and supporting gear, 
including Ciena and Fabrinet, for major optical networking companies.

There is also the matter of storing and managing the data developed by AI. Developers need vast amounts 
of data to train the large language models that produce artificial intelligence, which requires innovative 
ways to store and manage specific data types, such as Box’s cloud-based management software.

And then there’s the need to write code for new software, which is hard work. And AI adoption will need 
plenty of new software. At some point — it’s hard to know when — machines may end up taking on the work 
of software developers. That will require companies that develop code management and distribution 
platforms, like those from JFrog, to support increased and more efficient software production.

Other Considerations
Artificial intelligence may benefit businesses in an untold number of ways. Large language models will 
likely become narrower and more tailored for specific needs and sectors. Take supply chain management, 
for example, which may be able to benefit from a provider like Manhattan Associates’ knowledge in 
warehouse management to train AI in resolving supply chain management issues. 

On the other hand, policymakers worldwide are concerned about how bad actors can and will use artificial 
intelligence. Implications range from misinformation to cyber threats to corporations. The emergence of 
artificial intelligence will likely represent an inflection point for spending on cybersecurity software 
developers like Tenable Holdings.
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From the Gold Rush to Artificial Intelligence

Those who dug up gold during the California Gold Rush needed someone to sell them pickaxes and 
shovels. Those who developed the internet needed someone to invent and deploy the hardware to connect 
computers across the globe. And leading companies in artificial intelligence will need support from other 
enterprises whose innovations enable the technology’s growth.

Companies like NVIDIA and Microsoft have emerged as early frontrunners in the AI hype cycle. Other 
lesser-known small- and mid-cap companies will also likely benefit. And artificial intelligence will lead to 
technologies and innovations that can’t even be imagined today.
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The opinions expressed are those of American Century Investments (or the portfolio manager) and are no guarantee of 
the future performance of any American Century Investments' portfolio. This material has been prepared for educational 
purposes only. It is not intended to provide, and should not be relied upon for, investment, accounting, legal or tax advice.

The information is not intended as a personalized recommendation or fiduciary advice and should not be relied upon for, 
investment, accounting, legal or tax advice.

No offer of any security is made hereby. This material is provided for informational purposes only and does not constitute 
a recommendation of any investment strategy or product described herein. This material is directed to 
professional/institutional clients only and should not be relied upon by retail investors or the public. The content of this 
document has not been reviewed by any regulatory authority.

This promotion has been approved with limitations, in accordance with Section 21 of the Financial Services and Markets 
Act, by American Century Investment Management (UK) Limited, which is authorized and regulated by the Financial 
Conduct Authority. This promotion is directed at persons having professional experience of participating in unregulated 
schemes and units to which the communication relates are available only to such persons. Persons who do not have 
professional experience in participation in unregulated schemes should not rely on it. 

American Century Investment Management (UK) Limited is registered in England and Wales. Registered number: 
06520426. Registered office: 12 Henrietta Street, 4th Floor, London, WC2E 8LH. 

American Century Investment Management (Asia Pacific) Limited currently holds Type 1 and Type 4 registrations from 
the Securities and Futures Commission (SFC). American Century Investment Management, Inc. is not registered with the 
SFC. 

The material in this document is published for general informational purposes only. This document is not designed for 
the purpose of providing financial product or investment advice. The information contained in this document does not 
take into account your particular investment objectives, financial situation or investment needs. You should seek personal 
financial product or investment advice and consider whether the information contained in this document is appropriate to 
your particular investment objectives, financial situation and investment needs before making an investment decision. 

American Century Investment Management, Inc. is exempt from the requirement to hold an Australian financial services 
license under the Corporations Act 2001 (Cth) (Australian Corporations Act) in respect of the financial services it provides 
to “wholesale clients” for the purposes of the Australian Corporations Act and does not hold such a license. American 
Century Investment Management, Inc. is regulated by the Securities and Exchange Commission under United States laws 
which differ from Australian laws. Any financial services given to any person by American Century Investment 
Management, Inc. in Australia are provided pursuant to ASIC Class Order [CO 03/1100].

American Century Investment Management, Inc. is not authorized by is the German Federal Financial Supervisory 
Authority (Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin)). 

American Century Investments (EU) GmBH is registered with the German Federal Financial Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin)). 
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