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® e have produced a comprehensive, data-driven means of measuring the progress of the artificial intelligence (Al) sector in
the US and China

® Using corporate-level data,! we find:

® The gross value added (GVA, i.e., economic output) of the US’s leading Al pioneers greatly exceeds the output of
their Chinese peers

® US Al-related research and development spending exceeded $50bn in 2020 — more than five times the equivalent
amount for China
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1,. Emerging technologies such as artificial intelligence are poorly reflected by traditional data sources, so we have constructed proxies for key

macroeconomic variables. These indicators are built from the bottom up using company-level data. Crucially, our methodology is systematic
and avoids leaning solely on ‘expert judgement’ to identify the right list of such companies. For more information, please see the full report
https://www.fathom-consulting.com/welcome-to-the-machine/
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® US and Chinese firms now issue similar numbers of Al-related patents, but the US filings are typically of higher

quality
. . . . *
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However, Chinese tech firms appear to have the edge in terms of measurable productivity (i.e. the portion of their economic
output that cannot be explained by traditional factors of production such as employment and fixed capital)

To the extent that Al relies on access to vast quantities of data, this productivity gap might reflect the greater volume of
personal data at the disposal of Chinese companies, due to China’s less protective stance towards the right to privacy

Taken together, we conclude that the US remains at the technological frontier of Al, but that China leads in the
implementation of existing Al
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Welcome to the machine

A comparative assessment of the USA and China to 2035, focusing
on the role of technology in the economy

This note is the third in a series highlighting the findings of Welcome to the Machine, Fathom’s recent
report on techno-economic competition between the United States and China to 2035.

Read m this series or read the report in full

Further reading
Automation could offset China’s demographic problem

Introducing ‘Welcome to the machine’

FAANG ache — will China bite back?

Fathom Consulting u m

47 Bevenden Street Contact information
London dimos.andronoudis@fathom-consulting.com
N1 6BH www.fathom-consulting.com

Tel: +44 (0)20 7796 9561

This newsletter is a confidential, copyright protected communication intended only for the person to whom it was originally sent. If received in error, please notify the sender and delete immediate ly. Its intended recpients
may not make copies of this newsletter, or distribute it to third parties, without the written consent of Fathom Consulting.

Fathom Consulting is a trading name of Fathom Financial Consulting Limited, a company registered in England & Wales under the Companies Act, company number 04942817, © 2023
Regulatory Disclaimer

FFC LIMITED and all of its affiliates (henceforth FFC) do not conduct “investment research”as defined in the FCA Conduct of Business Sourcebook (COBS) section 12 nordo they provide “advice about securities” as
defined in the Regulation of Investment Advisors by the U.S. SEC. FFC is not regulted by the SEC or by the FCA or by any other regulatory body.

This research report has not been prepared in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination
of investment research. Nonetheless, FFC has an intemal policy that prohibits “front-running” and that is designed to minimize the risk of receiving or misusing confidential or potentially material non-public information.

The views and conclusions expressed here may be changed without notice. FFC, its partners and employees make no rep ion about the comg or ofthe data, ions, information or opinions
contained in this report. This report may not be copied, redistributed or reproduced in part or whole without FFC'’s express permission.

Information contained in this report or relied upon in its construction may previously have been disclosed under a consulting agreement with one or more clients. The prices of securities referred to in the report may rise or
fall and past performance and forecasts should not be treated as a reliable indicator of future performance or results. This report is not directed to you if FFC is barred from doing business in your jurisdiction. Nor is it an
offeror solicitation to buy or sell securities.

Analyst Certification

| Dimos Andronoudis, the lead analyst, certify that the views expressed herein are mine and are clear, fair and not misleading at the time of publication. They have not been influenced by any relationship, either a personal
relationship of mine or a relationship of the firm, to any entity described or referred to herein norto any client of FFC nor has any inducement been received in refation to those views.

| further certify that in the preparation and publication of this report | have at all times followed all relevant FFC compliance potocols including those reasonably seeking to prevent the receipt or misuse of material non-
public information.


https://www.fathom-consulting.com/research-notes/automation-could-offset-chinas-demographic-problem/
https://www.fathom-consulting.com/research-notes/introducing_welcome_to_the_machine/
https://www.fathom-consulting.com/research-notes/faang-ache-will-china-bite-back/
mailto:dimos.andronoudis@fathom-consulting.com
http://www.fathom-consulting.com/
https://www.fathom-consulting.com/welcome-to-the-machine/

