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Artificial Intelligence (Al) models, like ChatGPT, Gemini, and Copilot, are becoming more and
more present in many people's daily activities. Today, they're used as alternatives to internet
search engines, to answer all kinds of questions, generate ideas, provide advice, improve
writing, and help with homework and school projects, among many other functions. In China,
for example, some judges are already drafting sentences in a matter of seconds thanks to
DeepSeek.

If you had said this was possible twenty years ago, many probably wouldn't have believed it.
The truth is, it was possible, but back then the processing would have taken hundreds of years,
while today it's done in milliseconds. Al is currently possible thanks to its power, which can be
summarized in the following formula:

Al Power = Algorithm Power x Computing Power

Getting exact or totally precise results can require several decades of computing, even for very
simple requests. The great minds of mathematics and computer science discovered that it was
possible to design algorithms capable of multiplying power to get results faster, sacrificing only
a minimal amount of precision. Imagine, for example, that each improvement to the algorithm
doubled that power and reduced precision by just 0.1%. Sounds wonderful, right? But it's not
necessarily so.

For Al to be functional, it's very likely that the algorithms have had to be powered up billions of
times, which means the reduction in precision is no longer so small. These problems are
known as Al "hallucinations.” So, have we reached a limit in the power of Al? The answer is
clearly no. You just have to look at the second part of the formula: computing power.

Al is possible thanks to the growth of computing power, driven by GPUs (graphics processing
units) developed by Nvidia. These semiconductors are the brains of Al and are so valuable that
the company's worth went from $150 billion at the end of 2019 to $4.3 trillion in mid-2025, an
increase of 3,000% in just six years.

The economic value of Al is enormous, and the big tech companies know it. As of today,
OpenAl, the creator of ChatGPT, is a private company valued at $500 billion. Microsoft, with a
market capitalization of $3.8 trillion, has gained huge benefits from its alliance with OpenAl,
and it has the exclusive right to distribute ChatGPT through its Azure cloud platform until 2030.
In addition, it's developing its own Al, called Copilot. Google, with a stock market value of $2.4
trillion, is doing the same with Gemini.
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Meta, the owner of Facebook and WhatsApp and valued at $1.9 trillion, doesn't want to fall
behind and is "stealing"” talent from other companies with personal contracts worth hundreds of
millions of dollars. This aggressive hiring strategy, typical of signing superstars in sports, has
disrupted the employment structure of Silicon Valley.

The Al power formula is a simple equation that will define which competitor will win this race, in
which OpenAl is in the lead. The best algorithms —those with the most power and the least
loss of precision— have become today's most valuable industrial secrets. The countries or
companies that have the greatest computing capacities and the most advanced chips will be
the ones that succeed in developing the most powerful artificial intelligence. m
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of
the European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID ).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we
consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either
express or implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest
in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.



