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Dear Partner, 
 
The second quarter of 2025 offered positive performance results to global equities. During the quarter Alkeon Growth 
Partners, LP returned 25.04% (net of all fees, expenses and incentive allocation) versus a 10.97% return for the MSCI AC 
World. Since its inception (January 1998), the strategy has annualized at 12.86% (net of all fees, expenses and incentive 
allocation) per year versus an annualized 5.20% return for the MSCI AC World. This translates into a total cumulative return 
of 2683.26% for the strategy versus 302.80% for the MSCI AC World.  
  

 Q2 2025 2025 

Alkeon Growth 
Strategy Since 

Inception  
(cumulative) 

Alkeon Growth 
Strategy Since 

Inception  
(annualized) 

Alkeon Growth Partners1 25.04% 20.19% 2683.26%2 12.86%2 

MSCI World 10.96% 8.59% 329.90% 5.45% 

MSCI AC World 10.97% 9.10% 302.80% 5.20% 

Past performance is no guarantee of future results. Investing in securities involves substantial risks. Please see Important 
Notes at the end of this letter. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

THIS LETTER IS CONFIDENTIAL. BY ACCEPTING RECEIPT OF THIS CONFIDENTIAL LETTER FROM ALKEON, THE RECIPIENT AGREES NOT TO DUPLICATE 

OR FORWARD THIS LETTER OR PORTIONS THEREOF OR FURNISH COPIES OF THIS LETTER OR PORTIONS THEREOF TO ANY PERSON, OTHER THAN THEIR 

PROFESSIONAL ADVISORS, WITHOUT THE PRIOR WRITTEN CONSENT OF ALKEON. THE LETTER IS PROTECTED UNDER THE DEFENSE OF TRADE SECRET 

ACT (DTSA) AND DISCLOSURE OR USE OF ALKEON'S TRADE SECRET INFORMATION WITHOUT EXPRESS CONSENT WILL BE CONSIDERED A 

MISAPPROPRIATION OF ALKEON'S TRADE SECRET UNDER 18 U.S.C. 1839(5). ANY BREACH OF THIS CONFIDENTIALITY WILL RESULT IN IRREPARABLE 

HARM TO ALKEON. ANY RECIPIENT WHO IS ALSO AN INVESTOR IN THE FUND IS REMINDED THAT THIS LETTER AND THE INFORMATION CONTAINED HEREIN 

IS GOVERNED BY THE CONFIDENTIAL PROVISIONS IN ITS SUBSCRIPTION AGREEMENT. 
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As we have discussed in prior communications, 2023 marked the end of the most aggressive global tightening cycle in 
decades, which particularly hurt high growth stocks over this period.  This dynamic sharply changed in 2024.  Specifically, 
June 2024 was the first month since October 2020, in which no central bank globally raised rates.  
 

 
 

Exhibit 1.  Monthly Number of Global Policy Rate Hikes, July 2024,  
source BofA Global Research. 

 
As central banks cut rates in 2024 at the fastest rate since the Covid crisis, earnings dominated other factors affecting stock 
returns.  But now the environment is changing again, and in 2025 macro factors are becoming important in dissecting return 
attribution. 
 

 
 

Exhibit 2.  Share of Return Dispersion Explained by Macro Surprises,  
March 2025, source Empirical Research. 
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Despite positive returns in the last couple of years, the cumulative correction in high growth stocks over the last four and 
half years has been severe.  Specifically, and according to Empirical Research, the 75 fastest growing US stocks corrected 
more than 69% vs. the market from their early 2021 peak through their trough in early 2023, erasing all 2019 and 2020 
relative gains; in fact, by early 2023 all relative gains since 2017 had been erased!  This was remarkable. 
 
But even with the market’s appreciation from 2023 to now, the correction in high growth stocks still stands at more than 
39% from the early 2021 highs. 

 

 
 

Exhibit 3.  The Big Growers Relative Growth of a Dollar (Equally Weighted), July 2025,  
source Empirical Research.3 
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This severe correction in high-growth stocks – since their early 2021 peak and in recent months– continues to present 
potential significant opportunities to buy high quality, classic growth compounders at attractive relative multiples, in our 
view.   

Additionally, we currently believe there still exist broad groups in which stocks have not yet recovered, where attractive 
risk/reward opportunities are persisting.  For example, more than half of Nasdaq stocks are still down 50% or more from 
their 2021 highs. 

Exhibit 4.  Percentage of Nasdaq Constituents Down More Than 50% 
Since 2021 Price Highs, July 2025, source JP Morgan. 

Moreover, many high growth segments of the market have actually continued to de-rate.  For example, both Fintech and 
non-profitable Tech are still currently trading at Price/Sales relative multiples below their historical medians, with non-
profitable Tech trading close to all-time lows. 

Exhibit 5. Global Fintech & Non-Profitable Tech Price/Sales, July 2025, 
source JP Morgan. 
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This would change of course if long-term rates were to go down, a key objective of the new administration in the US.  Lower 
rates would also help the relative profitability of small cap stocks, which, excluding financials, have been carrying a larger 
amount of floating rate debt vs. large cap stocks. 

Exhibit 6. Fixed vs Floating Rate Debt, July 2024, source JP Morgan. 

The challenge, however, small caps may face is the tug of war between falling rates and a structurally challenged economy.  
Historically, small capitalization equities tend to perform better early in the economic cycle (for example coming out of a 
recession), not late in the cycle.  Small caps also tend to include lower quality names, with much lower free cash flow 
margins, significantly higher debt to cash flow ratios and a much larger percentage of unprofitable companies in aggregate, 
relative to large caps. 

Exhibit 7. Russell 2000 Index vs S&P 500 Index, July 2025, source Alkeon, Bloomberg, 
and FactSet. 

% Constituents Reported a Loss

Operating 

Margin T12
Net Debt/EBITDA

Earnings 

Growth Q2
Current Decade ago Start of Millenium 

Russell 2000 4.1% 4.5 2.9% Russell 2000 42.2% 31% 22%

S&P 500 14.5% 1.5 13.2% S&P 500 5.0% 4% 6%
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To offer a last example of how the correction in high growth stocks since 2021 has a long way to change course, both SaaS 
companies and fast-growth Internet companies are currently trading at multiples significantly below their 2021 peaks. 

Exhibit 8.  SaaS and High Growth Internet Valuations, July 2025, 
source FactSet and Alkeon.4 

Emphatically, we also believe these opportunities are select.  As we will elaborate below, given high market valuations and 
the widening gap between winners and losers (due in part to the impact of AI), we believe stock picking and the ability to 
short stocks and use market hedges to mitigate risk have become increasingly important in the current market – which we 
characterize as unattractive in the aggregate.  Such active efforts to short stocks and hedge the portfolio have become 
imperative, in our view, given the increased potential for tail risk events and elevated macroeconomic and geopolitical 
uncertainty. 
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The Broad Equity Market is Expensive and Unattractive 

We are concerned about the level of valuations in the equity market, especially in the US.  Last year the S&P 500 produced 
a total return almost three times its underlying earnings growth.  On the other hand, 10-Year Treasury yields rose by 70bps 
in 2024.5  Such divergence was very alarming. 

As rates have stayed flat this year, the US market has remained expensive, with a forward P/E ratio that stands 39% above 
its historical median. 

Exhibit 9.  12-Month Forward P/E, July 2025, source JP Morgan. 

The only times the forward P/E on the S&P 500 was higher in recent decades was in early 2021 (post-Covid rally) and the 
Internet bubble in the late 90’s. 

Exhibit 10.  S&P 500 Index NTM P/E, June 2025, source Morgan Stanley. 
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Not only is the US market unattractive on a standalone, absolute basis, but it also remains expensive against the rest of the 
world on a relative basis.  

Exhibit 11.  MSCI US 12M Forward P/E Relative to World ex US, July 2025, source JP Morgan. 

Moreover, even the S&P 500 equally weighted P/E, which normalizes outliers, and removes concentration, shows the US 
market remains extended vs. real yields. 

Exhibit 12.  S&P 500 Equal Weighted Index P/E vs. 10-Year Treasury Yield, July 2025, 
source JP Morgan. 
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Notably, not only do broad equity market valuations remain very high, but also earnings growth and earnings revisions have 
been underwhelming.   
 
In fact, earnings revisions for the S&P 500 excluding the “Magnificent Seven”6 (the “S&P 493”) have been negative. 
 

 
 

Exhibit 13.  Negative Revisions for the S&P 493 and the Aggregate S&P 500 Index vs.  
the Magnificent Seven, February 2025, source Factset, Alkeon. 

 
This of course begs the question, are the Magnificent Seven overvalued?  While we currently believe broad equity market 
valuations remain extended, for the five of the seven stocks in the Magnificent Seven which actually grew earnings both in 
2023 and 2024, absolute cash flow valuations do remain at one of the lowest levels in recent years. 
 

 
 

Exhibit 14.  Magnificent 5 (ex AAPL, TSLA) Average Forward Year EV/EBITDA,  
June 2025, source Alkeon and Bloomberg. 
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Impressively, against the S&P 500, relative cash flow valuations for the same group of five stocks have actually sharply 
come down over the last seven years! 
 

 
 

Exhibit 15.  Magnificent 5 (ex AAPL, TSLA) Average Forward Year EV/EBITDA Relative to S&P 500 Index, June 2025, 
source Alkeon and Bloomberg. 

 
This is not surprising, given the significant cost-cutting and price optimization initiatives commenced by a number of these 
and other companies in recent years, some of which had never optimized for margins, e.g., companies like Meta and Spotify, 
which had never done so since IPO-ing.  These recent profit optimization efforts created exceptional operating leverage, 
with industries such as technology and interactive media remarkably producing incremental strong pre-tax profit margins on 
new sales that far exceed the rest of the market. 
 

 
 

Exhibit 16.  Technology and Interactive Media Incremental Pre-Tax Margins,  
July 2025, source Empirical Research. 

 
 

10



 
FOR THE EXCLUSIVE USE OF THE RECIPIENT. 

CONFIDENTIAL, NOT FOR DUPLICATION OR DISTRIBUTION. 
ALL LEGAL RIGHTS RESERVED. 

 
 

We expect this trend to continue as Technology, Media and Communications are among the biggest adopters of AI, which 
should lead to increased productivity efficiencies and therefore expanding margins. 
 

 
 

Exhibit 17.  Share of GenAI Queries and Businesses Expecting to Use AI by Sector, May 2025, source OpenAI and 
Empirical Research. 

 
In summary, we strongly reiterate the need to be highly selective in the current market.  In fact, and given the elevated levels 
of macroeconomic uncertainty, we do believe it is more imperative than ever before to balance our high conviction long 
investments in quality secular growth companies with alpha-seeking short investments as well as structured market hedges, 
and to also stay globally diversified, as we seek to reduce concentration in any single country, currency or regional economy. 
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US Economy is Structurally Challenged 
 
Structurally the economy in the US remains especially vulnerable, as the three D’s, Debt, Demographics and technological 
Disruption remain in full force and are highly disinflationary.  Additionally, and of particular concern, the spike in US 
government debt over the last two decades has increased bearish risk scenarios for asset prices and systemic instability, 
such as default, currency debasement and inflation.  Against this backdrop, we believe a long/short strategy balanced with 
hedges that seek to mitigate macroeconomic uncertainty and tail risks can offer a suitable fit to equity investors in the current 
high-risk environment.  
 

 
 

Exhibit 18.  US Public Debt Outstanding & CBO projections, November 2024, source BofA Global Research. 
 

The huge surge in government debt is particularly worrisome, as historically the correlation between US unemployment and 
the budget deficit has been quite high. 
 

  
 

Exhibit 19.  US Unemployment Rate and Budget Deficit, July 2025, source JP Morgan. 
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To make things worse, the US is running the largest deficit since the Second World War. 
 

 
 

Exhibit 20.  Average US Federal Government Deficit as a Percentage of GDP under Each President since 1900, source 
BofA Global Research. 

 
On the consumer side, the recent economic turmoil (since Covid) has made the retirement crisis even worse.  Half of private-
sector employees do not even have an employer-sponsored retirement plan,7 and recently the US savings rate collapsed 
to the lowest level since the Global Financial Crisis. 
 

 
 

Exhibit 21. US Personal Savings Rate, July 2025, source JP Morgan. 
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In fact, the picture for consumers is deteriorating, especially as credit delinquencies are at the highest levels since the global 
financial crisis. 
 

 
 

Exhibit 22.  90+ Days Past Due Credit Card Level – Highest since the Global Financial Crisis,  
source Bloomberg. 

 
Similarly, auto loan delinquencies also have risen to the highest level since the global financial crisis. 

 

 
 

Exhibit 23.  90+ Days Past Due Auto Loans – Highest since the Global Financial Crisis,  
source Bloomberg. 
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And consumer confidence has dropped to the lowest level since the pandemic. 
 

 
 

Exhibit 24.  University of Michigan Consumer Sentiment Index, source Bloomberg. 
 

This is unlikely to change in a meaningful manner soon, as excess savings have been depleted and have been trending 

downward recently. 

 

 
 

Exhibit 25.  US Consumers Cumulative “Excess” Savings Measured in Months of Typical Savings,  
April 2025, source Empirical Research. 
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There is already a multi-trillion-dollar retirement savings shortfall in US households, and it is likely to get worse. 
 

 
 

Exhibit 26. Top Retirement Worries, source Bloomberg. 
 

With respect to Demographics, as baby boomers retire, the number of people aged 65 or above in the US is projected to 
increase to 21% of the population (73 million), up from 15% in 2016 (49 million). This is both disinflationary and GDP-
contracting, as people need to save more and spend less. 

 

 
 

Exhibit 27. Number of People 65 or Older, source Bloomberg. 
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Lastly, on the industrial front, manufacturing activity has also weakened. 
 

 
 

Exhibit 28. ISM Manufacturing, New Orders to Inventories, June 2025, source Bloomberg and Alkeon. 
 

In fact, new orders from the NY Fed Manufacturing survey hit an all-time low. 

 

 
 

Exhibit 29. US Empire State Manufacturing Survey, source Bloomberg. 
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On the other hand, and encouragingly, money supply, a leading indicator of manufacturing PMIs, is bottoming. 
 

 
 

Exhibit 30. US M1, % Year over Year, July 2025, source JP Morgan. 
 
 
 
Recent Macroeconomic Uncertainty 

One of the main goals of the current administration is to re-industrialize the US economy, as US industrial production has 
stagnated since non-US superpowers entered the WTO. 
 

 
 

Exhibit 31. Silence of the Plants, source Alkeon Capital and JP Morgan. 
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Along the way, the US allowed almost all other countries to impose higher tariffs than those imposed by the US. 

Exhibit 32. A General Lack of Tariff Reciprocity, source JP Morgan. 

All this prompted the current administration to take unusual action, the magnitude and breadth of which surprised the 
markets, leading to a significant drop in equities over a two-day window, following the “announcement”. 

Exhibit 33. S&P 500 Drops 10.5% in Two Days Following Tariff Announcement, source Bloomberg. 
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As a result, both economic and trade policy uncertainty spiked to all-time highs. 
 

 
 

Exhibit 34. Measures of Overall Economic Policy Uncertainty and Trade Policy Uncertainty, April 2025, source Goldman 
Sachs. 

 
Broadly speaking, increased uncertainty creates lower levels of activity, which may slow down GDP growth.  Given market 
expectations for inflationary pressures due to tariffs, the risk is the potential for significant economic slowdown and 
inflation (i.e., stagflation).  In such a hypothetical stagflationary environment, real yields, and therefore, the dollar, could 
come under severe pressure, which could in turn reduce demand for US assets and ultimately undermine the US dollar 
reserve status. 

 

 
 

Exhibit 35. Inflows to Equity Funds, US vs. Rest-of-the World, source BofA Global Research. 
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In fact, it is rare and highly unusual that during a period of equity and credit market stress, both bonds and the dollar would 
fall sharply (see Exhibits 36 and 37), commonly considered assets of “safety” that typically rise when stress is high. 
 

 
 

Exhibit 36. Dollar Index Spot, source Bloomberg. 
 
We do not believe the US wants Treasuries to lose their status as a risk-free asset, a key benchmark off which every 
other financial asset gets priced.  This would lead to lower demand for Treasuries and therefore higher yields, which is 
contrary to one of the main, if not the predominant, goal of the new administration. 

 

 
 

Exhibit 37. US Treasury Notes/Bonds, source Bloomberg. 
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Already, holdings of Treasuries have been falling by nations the administration considers trade or geopolitical adversaries. 
 

 
 

Exhibit 38. China Holdings of US Treasuries, July 2025, source JP Morgan. 
 

The risk of a reduction in US asset allocations is not small, given a picture of “peak exceptionalism” for the US. 

 

 
 

Exhibit 39. US equities as % of MSCI ACWI Index Market Cap, April 2025,  
source BofA Global Research. 
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Offsets to Macroeconomic Challenges 
 
And while the US faces macroeconomic challenges, there are positive offsets worth highlighting.   
 
First, there is optimism that a large number of trade deals – and potentially a war deal could be completed this year.  This 
is reinforced by the reflective forces of trade stress on some foreign nations. 
 

 
 

Exhibit 40. Canada Small Business Confidence Index, source BofA Global Research. 
 
Second, key components of the Consumer Price Index (CPI) are exhibiting disinflationary trends.  This may offset some of 
the potential inflationary pressure due to tariffs.  In particular, shelter (i.e., housing cost), which is the largest component of 
the CPI, is based on surveys and generally lags the real world by nine to twelve months.  As one can see below, not only 
has core inflation (ex-shelter) been coming down sharply, rents in the real world have also been seeing substantial 
disinflation. 

 

   
 

Exhibit 41. Shelter Component of Inflation and New Tenants Rents, source Empirical Research. 
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In fact, the 10-Year breakeven, one of market’s most robust estimates of future inflation (embedded in the 10-Year Treasury 
Inflation Protected Note), fell in 2022, ending at just 2.30%, remained around that low level (relative to nominal yields) 
throughout 2023 and 2024, and is only slightly higher in 2025. 
 

 
 

Exhibit 42. YTD 10-Year Treasury Breakeven, source Bloomberg. 
 

Third, the Fed may act to alleviate any emerging severe pressure on economic activity.  Overall, Fed Funds Futures are 
indicating that we may be entering a yield-peaking phase.  This could eventually create a strong environment for growth 
equities over the coming year, in our opinion.   

 

 
 

Exhibit 43. Market Expectation of Fed Funds Rate Cycle, July 2025, source Bloomberg. 
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The fourth positive offset is of course AI, and specifically its effect on productivity. As we will detail later on in this letter, 
increases in productivity have accounted for the majority of GDP growth in recent decades, and it is estimated that AI is 
likely to create a productivity boost we have only seen a few times in the past one hundred years, potentially adding a gain 
of 1.5% in output per year, as a base case. 
 

 
 

Exhibit 44. Estimated Effect of AI Adoption on Productivity Growth,  
June 2023, source Goldman Sachs. 

 
Among the biggest potential winners, are Technology, Media and Communications, which remain among the biggest 

adopters of AI. 

 

 
 

Exhibit 45. Share of GenAI Queries Per 1M Workers by Sector,  
May 2025, source Empirical Research. 
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Which brings us to the fifth positive offset.  Despite the macroeconomic uncertainty and tail risks that do remain elevated, 
there are still opportunities to make money through stock picking, long and short, in our current view.  Stepping back for a 
moment, even though the US is almost one third of global production, it is just 11% of global trade.  Globalization and trade 
activity has simply shifted overseas. 
 

 
 

Exhibit 46. Household Consumption and Global Goods Trade – Share of Total, July 2025,  
source Macquarie. 

 
And even though both US GDP and US trade as a percentage of global GDP and global trade, respectively, have dropped 

in recent years, successful technology companies have driven US market capitalization relative to the global market to 

record highs.  Technology is stronger than trade. 

 

 
 

Exhibit 47. US GDP, Trade and Equity Market– Share of Total,  
July 2025, source Macquarie. 
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Growth Assets and the Economy 
 
As we believe we continue to face macroeconomic uncertainty, significant tail risks and an expensive equity market, one of 
the elements of our long book strategy is to seek to overweight investments in companies that have strong product cycles, 
among other criteria, which allows them to reasonably withstand any prolonged economic weakness. 

 
We believe this combination of a broadly unattractive market and select areas of strong secular growth driven by innovation 
can create a dynamic that elevates the attractiveness and scarcity value of secular growth assets with product cycles that 
are largely independent of the economic cycle.  This is especially true at a time when risks remain elevated, in our view. 
 
In this connection, companies at the top quintile of sales growth also generally exhibit strong free cash flow margins, four 
times the historical average level, over a period in which growth premiums have remained the same. 
 

 
 

Exhibit 48. Large Cap Stocks, Top Quintile of Sales Growth Free Cash Flow Margins, 
 source Empirical Research. 

Moreover, many such high margin sectors lend themselves to better AI cost savings, further elevating their superior margin 
and free cash flow profile. 
 

 
 

Exhibit 49. Large Cap Stocks, Share of Labor Tasks that are LLM Exposed,  
source Empirical Research. 
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Indeed, high margin, high IP sectors use AI the most. 
 

 
 

Exhibit 50. AI Penetration Metrics of Quintile of Free Cash Flow Margins, May, 2025,  
source Empirical Research. 

 
To put it in a different way, and highlight the value of focusing on product cycles instead of the economy, no matter how 

fast GDP grows, the AI adoption cycle being in its early stage of adoption, provides a long runway of growth, in our 

opinion. 

 

 
 

Exhibit 51. AI Adoption by Firms, June 2025, source Goldman Sachs. 
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Data from the Census Bureau confirms this early, but steadily increasing adoption curve. 
 

 
 

Exhibit 52. Share of Businesses Indicating AI Usage, June 2025,  
source Census Bureau, Alkeon. 

 
The adoption data is also consistent with the number of paying enterprise users reported by OpenAI and others. 

 

 
 

Exhibit 53. OpenAI Paying Enterprise Users, June 2025,  
source OpenAI and Empirical Research. 
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In fact, following years of strong infrastructure investment, ROI for generative AI (“GenAI”) is just beginning to inflect 
positively, projected to reach nearly 70% gross margin in a few years. 
 

 
 

Exhibit 54. Return on GenAI Investment, source Morgan Stanley. 
 

 
 
As a result, we expect sizable increases in AI spending in years to come. 
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In short, despite being cautious on the market in aggregate, we remain bullish on the potential opportunities for both stock 
picking and double-alpha generation (on both long and short investments).  In fact, one of the largest hedge fund prime 
brokers recorded a record level of alpha generation among long-short equity managers in 2024. 

Exhibit 55. Annual Appreciation of Global Equity Positions, Long versus Short, 
Across Equity L/S Funds Only, source Morgan Stanley Prime Brokerage.8 

In summary, we believe a long/short strategy, balanced with market hedges and alpha-seeking shorts, can offer a suitable 

fit to equity investors in the current high-risk environment. Our message in the current equity market is simple:  Stay 

Hedged, Stay Balanced with Shorts, Stay Globally Diversified. 

In the following, Section I of the letter reviews key valuation considerations for looking at the market today.  Next, Section II 
of the letter reviews what we see as fundamental drivers supporting technology stocks. Then Section III of the letter provides 
our detailed outlook for the secular growth opportunities we see in the technology sector going forward, including recent 
fascinating developments in Generative AI. 
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Broader Valuation Considerations 
 
From a relative asset valuation perspective, we currently believe global equity valuations are elevated relative to bonds, 
although they appear more reasonable relative to their cost of capital.  Specifically, on both a price-to-free-cash-flow basis 
and a price-to-return-of-capital (dividends plus buybacks) basis (see Exhibits 58 and 60 below, respectively) the market has 
been trading at reasonable levels, relative to its long-term average.   

 

 
  

Exhibit 56. MSCI World Index P/E and Global Sovereign Bond Yields, July 2025,  
source JP Morgan. 

 
Additionally, the gap between dividend yield and bond yield is unattractive across regions globally. 
 

 
 

Exhibit 57. Average Developed Market Yield Gap, 2024 vs. 2000, July 2025,  
source JP Morgan. 
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On the other hand, cash flow generation has been very strong, enabling cash flow valuations to remain reasonable relative 
to average historical levels.  

  

 
 

Exhibit 58. S&P 500 Index, Price/Free-Cash-Flow Ratio, June 2025, source Factset, Alkeon.  

 
It is not surprising that although absolute P/Es remain elevated, P/FCF levels are more attractive.  In particular, it is important 
to note that US companies have increasingly adopted asset-light models over the past decade. The result has been the 
almost doubling of free cash flow generation as a percentage of sales to above 10% in recent years. 
 

 
 

Exhibit 59. S&P 500 Free Cash Flow as a Percentage of Sales, June 2025,  
source Factset, Alkeon. 
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Furthermore, from a price to return on capital (dividends plus buybacks) standpoint, US equities have been trading at 
reasonable levels relative to the historical average. 

 

 
 

Exhibit 60.  S&P 500 Price to Return of Capital Multiple,  
June 2025, source Factset, Alkeon. 

 
By the end of last year, the market had generated approximately a 20% ROE9 and returned approximately three quarters 
of that to shareholders, negating the argument that value in stocks solely depends on future growth projections. 
 

 

 
 

Exhibit 61. Large Cap Stocks Return of Capital to Shareholders,  
January 2025, source Empirical. 
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Against this broad backdrop, we continue to favor high quality growth sectors such as technology and communication 
services. We believe these sectors are supported by, one, superior fundamentals, e.g., high barriers to entry, stronger 
balance sheets, and higher returns on invested capital; two, strong secular growth trends; three, a broader scarcity of growth 
assets; and, four, supporting cash flow valuations relative to the underlying growth rates. 
 
In particular, and as we have stated in previous investor communications, we consider technology to be not only a growth 
investment but also a defensive one.  This is due to its cost-cutting (high ROI) and productivity-enhancing proposition to the 
end customer, superior balance sheet, strong cash flow conversion, low labor cost to sales, ongoing industry consolidation, 
and, lastly, strong underlying secular innovation trends.   
 
To this last point, companies that innovate tend to be less correlated to the economic cycle.  This is consistent with our own 
desire to identify secular growth stories with company-specific product cycles that are less dependent on the economic 
cycle. 
 
It is noteworthy that revenue growth for technology stocks has substantially exceeded that of the broader market in the last 
decade.  We would also add that, importantly, this was just not the case during the tech bubble, when technology revenues 
(and earnings) underperformed, lagging price appreciation. 
 

 
 

Exhibit 62. S&P 500 Index Technology Revenue Growth, June 2025,  
source Factset, Alkeon. 
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Lastly, during the last decade margins for technology stocks more than doubled the market level. 
 

 
 

Exhibit 63. S&P 500 Index Technology EBIT Margins Growth, June 2025,  
source Factset, Alkeon. 

 

In summary, we consider the current investment opportunity set to be attractive for a select number of high-quality growth 
equities on a relative basis, particularly as the market overall remains extended. 
   
This is an environment of scarce secular growth opportunities, elevated market valuations, increased geopolitical 
uncertainty, and technological disruption that increases the gap between the “haves” and the “have-nots”, all of which we 
believe enhances the spectrum of opportunity for long-short investing currently. 
 
 
 
Strong Fundamentals for Technology Stocks 
 
Moving the discussion beyond the attractiveness of relative valuations, and looking at underlying sector fundamentals, we 
do maintain a constructive view on the technology sector. In particular, we consider technology to be not only a growth 
investment but also a defensive one due to its cost-cutting (high ROI) and productivity-enhancing proposition to the end 
customer, superior balance sheet, strong cash flow conversion, low labor cost to sales, ongoing industry consolidation, and 
the secular benefit from “work-from-everywhere” trends.  
 
In recent communications, we have extensively discussed the driving elements behind the sector’s continued and persistent 
relative outperformance.  In particular, when carefully dissecting underlying fundamental drivers of technology stocks, it is 
clear that chief among the reasons technology stocks have consistently grown earnings above market rates, and are well-
positioned to continue to do so in the future, is their persistently high level of business reinvestment, measured as a 
percentage of sales.  This high level of reinvestment has allowed technology companies to maintain a powerful combination 
of high barriers to entry and high margins.  
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This business model of high ROIC and high rate of reinvestment is an archetype of the high-quality growth companies we 
seek to identify, analyze and invest in. We note that the level of business reinvestment by technology stocks has re-
accelerated in recent years, approaching an all-time high level of nearly 25% recently.  

 

 
 

Exhibit 64. Technology Capex plus R&D as a Percentage of  
Sales (Trailing 4Q Basis), June 2025, source Factset, Alkeon. 

 
In contrast, the amount of business reinvestment for consumer staples, for example, has been disappointing and generally 
declining for over two decades, which has potentially grave implications for future earnings growth. 
 

 
 

Exhibit 65. Consumer Staples Capex plus R&D as a Percentage of Sales (Trailing 4Q Basis),  
June 2025, source Factset, Alkeon. 

 
Not only does this high level of business reinvestment lead to an attractively high ROIC profile for technology companies, it 
also provides fundamental investors with an additional benefit, namely an opportunity to research and evaluate newly 
emerging business units that are parts of these larger enterprises at an early stage.   
 
These promising, but early-stage growth business units often have the potential to contribute meaningfully to company 
revenues and earnings in future years, while they may remain a drag to profitability (and thus consensus expectations) in 
the near term. This gap between near-term earnings expectations and longer-term earnings realizations can provide a study 
framework to deeply analyze and invest in growth businesses early on, as they embark on a path of earnings acceleration, 
but before consensus expectations catch up to the real growth trajectory. 
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Furthermore, and looking at the correlation to the economic cycle, one of the main reasons why technology investments 
have been attractive and generally resilient in most market environments is the presence of strong underlying secular 
growth-driving product cycles, which are company-specific, are fueled by innovation and, as such, have historically been 
largely decoupled from the economic cycle.  
 
Secularly, the technology sector also stands likely to benefit for years to come from increased spending due to an emerging 
long-term labor shortage in the US over the next fifteen to twenty years. Specifically, the growth rate of the US population 
working pool (ages 16-64) is set for a steep decline within the next few years, and expected to turn negative by late 2060, 
something our country has never seen before.10 
 

 
 

Exhibit 66.  10-Year Rolling Change of US Worker Population Pool, source Fundstrat. 
 

In past labor shortages, technology spending has spiked.11 Remarkably, this incredibly strong demographic tailwind is 
independent of and incremental to the upcoming wave of technological innovation, which is in itself transformative and 
represents a sea-change event. The result is a potentially powerful dual engine of secular growth for technology stocks that 
can lift consensus expectations meaningfully on a secular basis over a multi-year period. 
 

 
 

Exhibit 67.  Technology Spending as a Percentage of GDP, source Fundstrat. 
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Historically, the outperformance of technology stocks against the S&P 500 during periods of labor shortage has indeed been 
dramatic and, according to Fundstrat, has the potential to lift the technology sector to a 50% weight in the S&P 500 during 
this upcoming long-term labor shortage cycle over the next two decades. 
 

 
 

Exhibit 68.  Technology Price Ratio vs. S&P 500 Index and US Labor Shortage/Surplus,  
source Fundstrat. 

 
As we will elaborate in the next section, the long-term secular growth outlook for the sector is actually improving, in our 
view. This, we believe, creates an attractive risk/reward opportunity ahead of a potential large-scale, broadly impactful wave 
of technological innovation, similar to the internet wave of the 1990s. But, unlike the innovation cycle in the late 90’s, 
technology stocks now are highly profitable and among the most attractive in the S&P 500.  
 
In summary, even though the underlying superior revenue and earnings growth for technology companies relative to other 
sectors has been well documented, it is in fact the current, forward-looking risk/reward opportunity –ahead of the most 
disruptive and transformative cycle of AI innovation– that is perhaps the most underappreciated aspect of investing in 
technology.  This is especially true considering how early we are in the AI innovation cycle, in our view.  This is something 
we will fundamentally examine and explain in detail in Section III of this letter.   
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Secular Outlook for Technology 
 

“There have been four major historical eras defined by the way we work. The Hunter-Gatherer Age lasted several 
million years. And then the Agricultural Age lasted several thousand years. The Industrial Age lasted a couple 
of centuries. And now the Information Age has lasted just a few decades. And now today, we're on the cusp of 

our next great era as a species.” Maurice Conti, Director of Applied Research & Innovation, Autodesk 
 

 

 
 

In recent years, we have extensively detailed our outlook on AI, and more recently modern (Generative) AI and, lastly at the 
end of 2024, the pre-AGI phase of AI, with (“Artificial General Intelligence”) generalized reasoning capabilities, advanced 
multimodality and test-time training.  We expect this cycle to continue to be wide in scope, transformative and highly 
disruptive.   
 
As the digital foundation of the global economy expanded rapidly, it began to enable disruption in a matter of months.  
Businesses were able to reach millions of users in the shortest time ever. 
 

 
 

Exhibit 69. Users Added per Day from Launch to One Million Users,  
source Morgan Stanley. 
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Remarkably, this dynamic is now accelerating with OpenAI recently reporting adding 1 million users in just one hour! 
 

 
 
And user activity continues to remain hot across platforms. 
 

 
 

Exhibit 70. User Activity Remains Hot Across Platforms, source Google, Grok, Sam Altman, X. 
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Looking at the progress AI has made this year, AI user, revenue and token growth has exceeded even our own above-
consensus internal projections for 2025.   The growth has been incredible, and has surprised even company insiders. 
 

 
 

 
 

Exhibit 71. AI User, ARR & Token Growth, source OpenAI, Cursor and Google. 
 
As a result, companies are dramatically accelerating their plans for data center build-outs.  For example, in July 2025 META 
announced they are building multiple gigawatt clusters, including 1GW Prometheus scheduled to come online in 2026, and 
Hyperion which will be built in phases and scale up to 5GW. 
 

 
 

Exhibit 72. Mark Zuckerberg on Hyperion Data Center, source X. 
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In fact, in 2025 AI growth has accelerated everywhere, across Consumer AI, Enterprise AI and Cloud AI, topped by a major 
inflection point in Sovereign AI growth. 
 

 
 

Exhibit 73. Sovereign Announcements on AI, source ChatGPT. 
 
Europe alone is projected to grow its AI infrastructure 10x by 2028. 
 

 
 

Exhibit 74. 10x Growth Projection of Pan-European AI Infrastructure, source Nvidia. 
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Stepping back for a moment, to contemplate how quickly all this developed, the origins of this new amazing technological 
revolution can be traced just a few years back.  In our quarterly communications, we first extensively discussed the AI 
revolution in 2017, the year in which Alphabet introduced their Transformer architecture, which was then split into BERT 
(short for Bidirectional Encoder Representations from Transformers, a machine-learning framework for natural language 
processing) and a series of GPT models. 
 

 
 

Exhibit 75. The History of Generative AI, source CB Insights. 
 

The following year, 2018, marked the first year in which the amount of data generated by machines surpassed the amount 
of data generated by humans (see Exhibit 113).  This data explosion then began to feed new large and complex AI models, 
which in turn needed an advanced and powerful new compute platform for model training. 
 

 
 

Exhibit 76.  GPU Computing Powers AI Advances, source Nvidia. 
  
 

44



 
FOR THE EXCLUSIVE USE OF THE RECIPIENT. 

CONFIDENTIAL, NOT FOR DUPLICATION OR DISTRIBUTION. 
ALL LEGAL RIGHTS RESERVED. 

 
 

The creation of a powerful compute platform that was able to accommodate and handle AI models with tremendous 
complexity occurred between 2020 and 2022, ultimately leading to the tipping point for modern, generative AI at the very 
end of 2022 (AI going mainstream with the launch of ChatGPT).   
 
It was precisely this marriage of powerful transformer models and advanced compute hardware platforms that led to 
generative AI breakthroughs in recent years, bringing modern AI to the mainstream. 
 

 
 

Exhibit 77.  Four Key Factors That Led to The Current “AI Breakthroughs”, source Morgan Stanley. 
 
And recently, we took a further huge leap forward, with the introduction (at the end of 2024) of AI models with advanced 
reasoning capabilities.  This marks the start of the pre-AGI phase, in our view. 
 

 
 

Exhibit 78.  Four States of AI, source Alkeon. 
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These pre-AGI phase models leverage training compute to self-reflect, consider different reasoning paths, look ahead or 
back-track and THINK for a long time before answering complex questions. 
 

 
 

Exhibit 79.  AI Scaling Evolution – Pre-Training and Inference, source Alkeon. 
 
These brand new, generalized reasoning models, alongside the emergence of multimodal, synthetic and enterprise data, 
are likely to power a new cycle of growth in the next few years, in our view. 
 

 
 

Exhibit 80.  AI Scaling Evolution – Data, source Alkeon. 
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As we will discuss later, recent advanced reasoning models require a tremendous amount of compute power, particularly 
as scaling now occurs on two dimensions, both training and inference.  Newly introduced AI chips such as Blackwell chips 
accelerate compute power exponentially. 
 

 
 

Exhibit 81.  1000x AI Compute in 8 Years, August 2024, source Nvidia. 
 
This elevated compute capacity is needed to accommodate advanced AI models, i.e., generalized reasoning models, which 
will require hundreds of thousands and eventually millions of GPUs for training and inference. 
 

 
 

Exhibit 82.  Scaling to Millions of GPUs, June 2024, source Nvidia. 
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Given these most recent advances in both model complexity and compute power, which we witnessed at the very end of 
2024 and in 2025, we believe it is fair to say that the modern AI revolution is just beginning, and it will transform the world.  
 
Importantly, we also believe this tectonic wave of technological innovation is likely to fuel GDP growth, as innovation and 
growth go hand in hand, and, like previous cycles of innovation, AI is likely to ultimately create more jobs than it destroys. 
 

 
 

Exhibit 83. Global GDP and Technological Revolutions, source Microsoft. 
 
This is partly because, one, the effect of AI on annual productivity growth can be very significant.  AI is likely to create a 
productivity boost we have only seen a few times in the past one hundred years, potentially adding a gain of 1.5% in output 
per year, as a base case scenario. 
 

 
 

Exhibit 84. Estimated Effect of AI Adoption on Productivity Growth,  
June 2023, source Goldman Sachs. 
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And two, which is important to highlight here, productivity growth has been the main engine of GDP growth over the past 
thirty years, with the link between the two being very strong historically. 
 

 
 

Exhibit 85. Real GDP Growth Contribution of Employment, source McKinsey. 
 
Like previous major innovation cycles, there will be a transitory phase of job evolution.  In particular, generative AI is 
expected to disrupt the labor markets in a significant manner.  McKinsey & Company has estimated that 60-70% of all 
workloads can be impacted or eventually be automated by AI.  Looking at hundreds of occupations and detailed work 
activities, McKinsey estimated that a total economic benefit of $17.1 to $25.6 trillion annually, across all industries, with the 
incremental Generative AI impact in the $6.1-$7.9 trillion range. 
 

 
 

Exhibit 86. AI’s Potential Impact on the Global Economy,  
$ Trillion, source McKinsey. 
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There are more conservative estimates, but of the same incredible magnitude.  For example, Morgan Stanley estimates 
that Generative AI can impact approximately 25% of labor today and 44% in three years, affecting $2.1 trillion of labor costs 
associated with these jobs today and $4.1 trillion in three years, just in the US.12  Globally, the incremental software 
opportunity alone is estimated to reach $150 billion in three years. 
 

 
 

Exhibit 87.  Global Generative AI Software Impact, January 2024, source Morgan Stanley. 
 
Fundamentally, the reason behind such large-scale positive economic impact is simple, AI provides instant and large 
productivity gains.13 
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Recent Developments and 2025 Expectations 
 
Recent activity has remained frantic with new model releases accelerating.  A large wave of new AI models were released 
just in the first quarter of 2025, across the globe. 
 

 
 

Exhibit 88.  A Large Wave of Major New AI Models were Released in 2025 1H, source Alkeon. 
 
Models became more powerful and more efficient, starting with Deepseek’s R1 released earlier this year.  R1 deployed a 
series of innovative techniques to drastically lower inference cost. 
 

 
 

Exhibit 89.  Performance on Par with OpenAI-o1/ Input/Output Pricing for o1-Class Inference Models,  
February 2025, source DeepSeek. 
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And we currently expect further exciting releases by R1 in 2025. 
 

 
 

Exhibit 90.  China LLM Development, source Alkeon. 
 

Following R1’s success, and more recently, Llama 4 took another step forward in AI efficiency, using a similar Mixture of 
Experts (MoE) architecture, i.e., relying on multiple specialized submodels to handle different parts of input data, as a 
foundation. 
 

 
 

Exhibit 91.  Llama 4 Benchmark, April 2025, source Meta. 
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Gemini 2.5 Pro topped several reasoning benchmarks, even without test-time techniques! 
 

 
 

Exhibit 92.  Gemini 2.5 Pro Benchmark, March 2025, source Google. 
 
And Grok4 is now bringing post-graduate level expertise in academic disciplines, scoring 100% in the 2025 American 
Invitational Math Exam (AIME). 
 

 
 

Exhibit 93.  Grok 4, July 2025, source xAI. 
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Moreover, as we look forward, we expect to see even more advanced reasoning models emerge, bringing us closer and 
closer to AGI and beyond to the era of superhuman models. 
 

 
 

Exhibit 94.  Test-time Scaling Continues to Advance Scaling Laws, March 2025, source Nvidia. 
 

In this connection, new software accelerators allow AI factories to further and further scale AI inference and reasoning. 
 

 
 

Exhibit 95.  Announcing Nvidia Dynamo, March 2025, source Nvidia. 
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Enter the era of Meta Learning that enables AI to “learn how to learn”, paving the way towards AGI. 
 

 
 

Exhibit 96.  Illustration of the Meta-Learning Framework,  
April 2025, source ResearchGate and Alkeon. 

 
We also witnessed recently an amazing breakthrough, a ChatGPT moment in humanoid robots, with Figure’s Helix 
exhibiting strong object generalization, the ability to pick up thousands of new objects Helix had never encountered before 
in training.  In conventional heuristic manipulation, skills grow with PhDs who manually script them. In conventional robot 
imitation learning, skills scale with data collected. With Helix, new skills can be specified on the fly with language. 
 

 
 

Exhibit 97.  Scaling curves for different approaches to acquiring new robot skills,  
February 2025, source Helix. 
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This creates a new scaling law, scaling behavior without training.  Helix combines “fast thinking” with “slow thinking” to 
achieve strong object generalization and high-rate dexterous control at the same time. 
 

 
 

Exhibit 98.  Helix: A "System 1, System 2" VLA for Whole Upper Body Control. February 2025, source Helix. 
 
In another breakthrough in robotic learning, Tesla’s Optimus is now learning directly from human operation videos and can 
handle household and industrial tasks based on natural language instructions. 
 

 
 

Exhibit 99. Optimus handles household and industrial tasks based on natural language  
instructions, source Macquarie, Tesla, May 2025. 
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In summary, models are becoming incredibly efficient, driving further demand and leading to Jevon’s paradox (the 
phenomenon where increased efficiency results in increased usage) striking again as we get closer to AGI. 
 

 
 
These new models are bringing a PhD level assistant next to us, at minimum cost. 
 

 
 

Exhibit 100.  Model Evaluation, June 2025, source Epoch AI, Alkeon. 
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Lastly, we finally begin to see the emergence of powerful AI agents that leverage advanced “agentic language models” to 
process complex instructions, develop plans, and execute complex tasks across business domains. 
 

 
 

Exhibit 101.  AI Agents: Third Wave of AI Evolution, September 2024, source Alkeon, Salesforce. 
 
These agents are driving strong productivity and ROI.14 
 

 
 

Exhibit 102.  Productivity Gains and ROI, April 2025, source Alkeon. 
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We currently expect the agentic AI market to scale to hundreds of billions of dollars in the next five years, creating a strong 
tailwind to business productivity. 
 

 
 

Exhibit 103.  Agentic AI Market Size, July 2025, source BofA Research and Alkeon. 
 
Overall, this incredible cycle of AI disruption and associated value creation carries another important implication.  There is 
going to be a small number of companies that generate the majority of added wealth.  For example, according to BofA 
Global Research, between 1990 and mid-2020, the global market generated approximately $56 trillion of wealth.  Yet only 
1.5% of companies accounted for all of this wealth creation, with an acceleration of this concentrated wealth creation in 
recent years, in our view.  
 

 
 

Exhibit 104.  Share of Net Wealth Generated by Global Stocks, 1990 to mid-2020,  
source BofA Global Research. 
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In this connection, BofA Global Research has predicted that 50% of S&P 500 companies could be replaced in ten years.  
Specifically, the average tenure of an S&P 500 company has been forecast to contract from its high of nearly sixty-one 
years in 1958, thirty years in the 1980s, and twenty-four years in 1976, to approximately twelve years by 2027.   
 
This supports our view of a highly favorable environment for stock picking, reinforcing the need for investors to remain 
exceedingly selective. 
 

 
 

Exhibit 105.  Average Lifespan of S&P 500 Index Companies on the Decline, September 2021,  
source BofA Global Research. 

 
There is a fundamental reason behind this disruption, namely, the costs of innovating are high.  AI is expensive, and has 
become increasingly so, as the cost of AI training soared as models scaled up.  For example, a model the size of GPT3 can 
cost more than $10 million for a single training run.  And trillion parameter models like GPT4 can have training costs upwards 
of $50 million for a single training run. 
 

 
Exhibit 106.  The Cost of AI Training is Soaring as Models Scale Up (Single-Run Costs),  

source Nvidia. 
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Consequently, we believe this pattern of disruption and concentration in wealth creation is likely to continue in the 
next decade, widening the gap between the “haves” and the “have nots”, and potentially creating an attractive 
backdrop for long-short equity investing.   
 
Fundamentally, we currently believe we are at the very beginning of a secular growth path that favors a number of high-
quality secular compounders with strong competitive positions.  It is important to stress that the AI revolution is at its 
very early stages, as only in late 2022 did AI go mainstream with the introduction of ChatGPT.   
 

 
 

Exhibit 107.  The Tipping Point for Generative AI: Massive Computing Power, Data and the Invention of the Transformer 
Model, source Deutsche Bank. 

 
Modern AI, which –to the mainstream– is only two and a half years old, represents a huge leap, a step-function improvement 
over traditional AI models in its ability to handle unstructured data and create new content.   
 
For the first time, the addition of a reasoning engine at the core of the algorithm allows AI to be empathetic and imaginative, 
creative, generative, and inventive, as it approaches human-mind complexity and deep-path relational reasoning. 
 

 
 

Exhibit 108.  Generative AI Relational Reasoning Capabilities, source Morgan Stanley. 
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This new data paradigm is expected to significantly increase the amount of compute power needed to drive these very large 
datasets and complex Generative, and now Generalized Reasoning, AI models, with now trillions of parameters, over the 
next several years. 
 
 
 
Early Stages of the AI Revolution and the Future of AI 
 
In summary, we believe we remain relatively early in AI’s adoption across the broader economy, but we are accelerating 
rapidly. Looking at the four main drivers of AI growth, we now expect larger enterprises to move from proof-of-concept and 
experimentation phases to production in 2025, adding to three other market segments with significant 2025 tailwinds, 
namely the consumer, hyperscalers and sovereign segments.  The last of which is also expected to accelerate sizably in 
coming years. 
 
As we detail below, the AI revolution has been decades in the making.  But, until most recently, the compute power needed 
to handle AI models with tremendous complexity was simply not there.   
 

 
 

Exhibit 109.  The Era of Deep Learning, source Nvidia and JP Morgan. 
 
It was only recently in 2020 that AutoML Zero, developed by scientists at Alphabet, elevated the idea of automatic machine 
learning algorithms that are machine-created and can automatically improve themselves though Darwinian style evolution. 
This approach elevated machine learning innovation to a different level by un-constraining the hand-designed machine 
learning algorithm building and discovery process that can bias searches in favor of human-designed algorithms that are 
inherently limiting in the number of options they consider – as “you cannot search for what you cannot discover”. 
 

 
 

Exhibit 110.  AutoML-Zero: Evolving Machine Learning Algorithms from Scratch,  
source Bigthink. 
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Such models, trained on vast amounts of data, necessitated the creation of powerful compute platforms between 2020 and 
2022 that could attack AI problems of tremendous complexity.  This ultimately led to the tipping point for generative AI at 
the very end of 2022, when large language models became capable of understanding and generating human-like text.  
These models were, for the first time, creative and empathetic, imaginative and generative. 
 

 
 

Exhibit 111.  What is a Large Language Model and Where Does it Fit into AI?, source Deutsche Bank. 
 

Advancing and bringing AI to the mainstream at the end of 2022 was a hugely important milestone, as only in the last few 
years have advances in computing power (a more than 30,000-fold increase in seven years) enabled this new era of AI 
training.  It took one GPU to train AlexNet (the convolutional neural network architecture designed by Alex Krizhevsky) a 
decade ago, while GPT-3 required 10,000 GPUs for training, all linked together.15  Current models are trained on hundreds 
of thousands of GPUs, and we believe that we are moving to clusters of millions of GPUs in coming years. 
  
Incredibly, and as we were marking an inflection point of change in 2023-2024, advancing algorithmically closer to cognitive 
AI, the hardware which is needed to optimally process huge quantities of data and train these advanced AI models, also 
advanced exponentially, reaching new milestones at the same time.  Enter the era of Accelerated Computing, advanced 
computing in the post-Moore’s Law era, which can handle problems with tremendous complexity for the first time. 
 

 
 

Exhibit 112. Dramatic Acceleration in Inference Performance, source Nvidia. 
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To enable AI models with billions and recently trillions of parameters, AI chips are becoming larger and larger, with designers 
now embedding significant amounts of fast memory on the chip to handle the demands of AI training algorithms that require 
a huge amount of communication and a modest amount of relatively easy compute.  
 
Such important hardware advances are coming at the right time, as only a few years ago the amount of data generated by 
machines surpassed the amount of data generated by humans, and that gap is now widening exponentially. 
 

 
 

Exhibit 113.  Data Generation by Category (in Zettabytes), source Applied Materials. 
 
Having now built an advanced computational foundation, the new modern AI era is expected to be the biggest and most 
transformational era of computing.  This carries positive secular growth implications for both software and hardware. 
 

 
 

Exhibit 114.  Semiconductor Industry Revenue, Billions, source Applied Materials. 
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Early in 2024, we wrote and talked about the recent emergence of advanced AI models that bring us closer to generalized 
reasoning.  These models can advance on several layers of analysis and reasoning (“deep-path reasoning”), solving 
complex problems (such as advanced geometry problems) that even powerful LLMs were unable to solve. An example 
was DeepMind’s “Tree of Thoughts” that can evaluate different reasoning paths, and can look ahead or back-track as 
needed before making optimal choices. 
 

 
 

Exhibit 115.  Approaches to Problem Solving with LLMs – Each Rectangle Box Represents a Thought, source Google 
DeepMind and Princeton University. 

 
Then, in a seminal moment that marks the start of the pre-AGI era, OpenAI, in September 2024, released a powerful new 
model, named o1, a model that thinks and self-reflects before responding.   
 
Like a human, the longer o1 thinks the better it does on complex reasoning tasks, such as math and code generation. 
 

 
 

Exhibit 116.  o1 Competition Math and Code Scores, September 2024, source OpenAI.16 
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o1 also opened up a new dimension of scaling, scaling inference in addition to training. 

 
 

Exhibit 117.  Pre-Training, Post-Training and Inference Proportions, September 2024,  
source OpenAI.17 

 
For the first time we saw the model think, self-reflect and improve itself, and we actually watched its chain of thoughts (see 
Appendix, Exhibits 150-151 at the end of this letter).18 
 

 
 
As scaling dramatically occurs during inference, the amount of compute power needed to analyze complex problems for 
hours can be astronomical.  As such, recent advances in inference performance become crucial to the success of models 
with generalized reasoning capabilities. 
 

 
 

Exhibit 118.  30x Improvement in Inference Performance, source Nvidia. 
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Incredibly, three months after the introduction of o1, in December 2024, OpenAI introduced a new, even more advanced 
model, namely o3, that brought generalized reasoning capabilities to a human PhD level.   
 

 
 

Exhibit 119.  Getting Closer to AGI – o3 Achieves New Record 87.5% Accuracy on ARC AGI Benchmark Eval, 
Exceeding Human Intelligence at 85% Level, source OpenAI. 

 
o3 surpassed the human score on ARC AGI benchmark evaluation, officially marking the start of the pre-AGI era.  If prior 
years brought exponential improvement in AI scoring, o3 extended a vertical path in AGI scoring. 
 

 
 

Exhibit 120.  Vertical Improvement in AGI Scoring – ARC-AGI Scores for Past Five Years of OpenAI Models, source 
Morgan Stanley, X. 
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And in 2025, Grok4 advanced GenAI models even further, bringing post-graduate level expertise in academic disciplines, 
scoring 100% in the American Invitational Math Exam (AIME), and 44.4% on “Humanity’s Last Exam”, a challenging 2,500-
quesiton AI benchmarking test created by the Center for AI Safety, much higher than prior models. 

Exhibit 121.  Humanity’s Last Exam (HLE) Benchmark Test, source xAI. 

As AI progress is now taking place at unimaginable speed, 2025 also marked a year of significant new advances in 
multimodality (i.e., AI models that can understand, transform and generate all data forms, including, text, image and video) 
and AI-powered humanoid robots.  In particular, video generation technology so far this year saw accelerated development, 
fueled by a wave of new models emerging across the globe. 

Exhibit 122.  Artificial Analysis Video Arena Leaderboard, July 2025, source artificialanalysis.ai. 
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Video models, like Kling AI 2.0, are now democratizing content creation, redefining how studios may operate in the future.   
 

 
 

Exhibit 123.  Kling AI 2.0, June 2025, source YouTube. 
 

And Google’s Deepmind Veo 3, introduced in June 2025, is producing incredible videos with realistic motion and high 
quality. 
 

 
 

Exhibit 124.  Veo 3, June 2025, source YouTube. 
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These powerful video and multimodal models add another dimension to the generalized reasoning capabilities and special 
understanding needed to bring us closer to AGI.     
 
And these new models are now powering humanoid robots, too, such as the newly launched Figure robots. 
 

  
 

Exhibit 125.  Humanoid Robots, source Figure. 
 

The founder of humanoid robotics firm Figure has famously said, “Every human will own a robot in the future, similar to 
owning a car/phone today”, which is a belief that other visionaries such as Elon Musk have shared.19  In this connection, 
Figure believes that there will be significant labor shortages in certain occupations, with almost 10 million unsafe or 
undesirable jobs in the US alone, and that “humanoids will revolutionize a variety of industries, from corporate labor roles (3+ 
billion humans), to assisting individuals in the home (2+ billion), to caring for the elderly (~1 billion), and to building new worlds 
on other planets”.20  
 

 
 

Exhibit 126.  AI & Robotics Possibility, source Figure. 
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Traditionally, robotics and AI were different fields.  But now, with the advent of multimodality for training robots, much more 
efficiently and faster than the past, the two fields are converging, giving rise to a number of startups that are producing next 
generation humanoid robots, that can observe, emulate and learn quickly. 
 

 
 

Exhibit 127.  Humanoid Robots Lineup, source LifeArchitect.ai. 
 
A humanoid is a robot that resembles a human in bodily shape.  This is a powerful idea, as the world is already setup for 
humans to operate in, providing a brownfield environment for humanoids, and expanding the Total Addressable Market 
(TAM) from manufacturing and warehousing to home assisting, caring for the elderly, education, entertainment and 
corporate labor. 
 

 
 

Exhibit 128.  Types of Robots – Humanoid Robots Are a New Addition to the Robot Industry,  
July 2024, source Deutsche Bank. 
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Overall, Humanoid Robots represent a huge potential market opportunity, at very early stages of growth. 
 

 
 

Exhibit 129.  Global Humanoid Robot Adoption Rate Expectations, February 2025, source JP Morgan. 
 

Some new advanced features include upside-down walking, adaptive rollover, climbing over obstacles and jumping. 
 

 
 

Exhibit 130.  Incredible Stability and Flexibility, https://www.youtube.com/watch?v=IvFqJmSL5h0,  
source Unitree. 
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Fueling this growth path is simply bad demographics, globally.  As demographics represent a big headwind to labor force 
both in the US and overseas, Humanoid Robots can absolutely become a needed solution to a major challenge. 
 

 
 

Exhibit 131.  US Population Growth – Growth is Expected to Slow Further, June 2024,  
source Morgan Stanley. 

 
And China, in particular, is facing an even more dramatic demographic challenge. 
 

 
 

Exhibit 132.  China’s Natural Rate of Change, February 2025, source JP Morgan. 
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Unsurprisingly, China leads the world in Humanoid patents. 
 

 
 

Exhibit 133.  Global Humanoid Patent Applications, March 2025,  
source Morgan Stanley. 

 
Overall, we remain excited about the future of AI.  Compute is becoming one of the most precious commodities in the world, 
as AI mega factories emerge, scaling foundational models to tens of trillions of parameters, and scaling post-training to 
hundreds of trillions of tokens with combined SFT (supervised fine-tuning) and RVVF (reinforcement learning with verifiable 
rewards), leading to super-intelligent long-thinking models. 
 
Arguably, the only thing we are missing is Multimodal Understanding and Reasoning (i.e., the ability of systems to 
understand and reason about information presented across multiple modalities), having already conquered everything 
else, image and speech recognition, language and reading comprehension, math and sciences.  AGI may already be 
closer than we know! 
 

 
 

Exhibit 134.  GPT Parameter Size Estimate, March 2025, source Alkeon, OpenAI.  From One to Three Scaling Laws, 
March 2025, source NVDIA. 
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A Step Back:  A Historical Review 
 
As one contemplates how early we are in this wave of technological innovation, it is instructive to step back and detail the 
incredible progress that has been made in AI over the last few years and explain why 2022 represented a major inflection 
point in AI advancement, marking the very beginning of our journey to conquer AGI, and why the Generalized Reasoning 
models introduced in 2024 marked the start of the pre-AGI era.   
 
To begin, only in recent years have machines begun to recognize images, speech and words better than people.  This is 
despite the fact that the general theory behind parallel processing and computation, which is the foundation of machine 
learning, had been fully developed and taught in graduate schools for decades. What had been the hurdle for AI until 
recently, was the inability to cost-effectively deploy the incredible amounts of processing power necessary to solve complex 
problems with billions of parameters using relatively simple algorithms. Indeed, it took decades to reach this recent inflection 
point of change.  
 
Looking at the history of commercial AI, it is important to note that it was only in 2007 when Nvidia first introduced its famous 
CUDA platform that included both the software and the GPU and only in the 2010s that AI researchers started to use GPUs 
for machine learning.  
 
Then in a historic moment, in 2012, Alex Krizhevsky from the University of Toronto won the annual ImageNet computer 
image recognition competition (the Super Bowl of computer imaging) using GPUs for machine learning, beating the foremost 
computer vision experts by a wide margin, and since that moment, the use of GPUs for AI training and highly parallel 
workloads in high performance surged, as scaling of CPU computing reached its limits. 
 
A few years later, another major milestone was reached.  Using GPUs, both Alphabet and Microsoft beat the best human 
score in the ImageNet challenge. Officially now, computers can recognize images better than people can.  This is a 
technological revolution, decades in the making, which, in our view, is now enabling an accelerated pace of growth and 
adoption of AI at a time when major milestones in image recognition, natural character recognition, natural language 
processing and speech recognition are regularly being reached. 
 

 
 

Exhibit 135.  ImageNet Competition, source KeyBanc. 
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For an AI system, being able to recognize images at a low error rate was a major step towards machine cognition and 
ultimately relational reasoning.  Technology disruptors were quick to embrace the revolution and provide the tools to enable 
others to do the same. For example, Amazon quickly introduced its AI image recognition tool, Amazon Rekognition, which 
could detect objects, scenes and faces in images. Using Rekognition, one could locate faces within images and analyze 
face attributes, such as whether or not the face is smiling, or the eyes are open. 
 

 
 

Exhibit 136.  Example of Facial Recognition, Facial Analysis, source Amazon. 
 
As AI models then began to  better understand visual information, computers could consequently rely heavily on machine 
vision to process critical information. For humans, 80% of all information we receive is derived by vision, far outweighing all 
other senses.21  Early on, about ten years ago, computers began to read images better than we could. 
 
Simply stated, computer vision is a major enabler of machine cognition and a fundamental component of AI sensing, giving 
machines the power to extract and intelligently process unstructured data to drive advanced decision-making. The potential 
commercial implications of this power are dramatic, impacting everything from how we drive to how we shop at the grocery 
store. 
 

 
 

Exhibit 137.  Object Identification & Classification and Retail Shelf Auditing,  
source Nvidia, Simbe Robotics and JP Morgan. 
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Having surpassed human levels of performance for visual recognition in 2015, AI reached another major milestone two 
years later, surpassing humans for speech recognition in 2017. 
 

 
 

Exhibit 138.  Google Speech Recognition Word Accuracy, source AI Index Report. 
 
Reading comprehension superiority was the latest breakthrough in 2020, with Microsoft’s transformer-based deBERTa 
beating humans on benchmark SuperGLUE, a set of difficult language understanding tasks. 
 

 
 

Exhibit 139.  SuperGLUE Score, source AI Index Report. 
 
SuperGLUE gave a single-number metric that tracked progress on linguistic tasks, including yes/no questions, identification 
of causality in an event, and commonsense reading comprehension. In late 2020, deBERTa scored 89.9, surpassing the 
human benchmark of 89.8. deBERTa was integrated in Microsoft products including Bing, Office, Dynamics, and Azure 
Cognitive services. AI surpassing human performance in reading comprehension was another major and very important 
milestone towards artificial general intelligence (AGI), the ability of AI to match human understanding and performance of 
intellectual tasks.  
 
Having solved important image, speech recognition and reading comprehension problems, AI researchers then intensely 
focused on Natural Language Processing (NLP), a mega problem where the correlation between the size of the model and 
the sophistication of the algorithm had remained quite high.   
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For the first time around 2019-2020, we saw the emergence of models with billions of parameters.  For example, in 2020 
Alphabet introduced Meena, an end-to-end neural conversational model that learned to respond sensibly to questions. The 
Meena model was another example of the complexity of next generation models we discussed above, embedding 2.6 billion 
parameters and trained on 341 GB of text, filtered from public domain social media conversations. Alphabet claimed a 
sensibleness score for Meena that was not only above all other advanced agents (chatbots) but also in close reach to 
human performance. 

Exhibit 140.  Meena Sensibleness and Specificity Average (SSA) vs. Humans and Other Agents, source Alphabet. 

These days a large language model can easily be over 1 trillion parameters.  The growth in model complexity has been 
exponential. 

Exhibit 141.  The Number of Parameters in LLMs Has Surged, Surpassing 1 Trillion, 
source Deutsche Bank. 

One of the key moments that led to the current AI breakthrough was the 2021 introduction of OpenAI’s Generative Pre-
Trained Transformer (“GPT-3”), one of the largest language models ever trained at 175 billion parameters.  GPT-3 received 
much attention in 2021, and set the stage for the late 2022 inflection point of bringing AI to the mainstream.  There was 
great hype around GPT-3 from the very beginning.  As Jen-Hsun Huang described at GTC 2021 – and we communicated 
in our 2021 letters: 

OpenAI’s GPT-3 is 175 billion parameters.  That is 3,000 larger in just three years.  The applications for GPT-3 are 
really incredible.  Generate document summaries, email phase completion, GPT-3 can even generate Java script 
and HTML from plain English.  Essentially telling AI to write code based on what you wanted to do.22 
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GPT-3 gave rise to an important breakthrough in AI, namely generative AI, which builds models that allow computers to 
create new content. 

Exhibit 142.  OpenAI’s Contribution in Focus, source Microsoft. 

ChatGPT, released at the end of November 2022, quickly became one of the most viral technologies of the year. ChatGPT 
was created by OpenAI as a conversational AI or chatbot. It is a generative AI based on the large language model (LLM) 
called GPT-3.5, a fine-tuned, more intuitive version of GPT-3 refined through reinforcement learning from human feedback 
(RLHF). As noted above, GPT-3 was one of the largest language models ever trained at 175 billion parameters. ChatGPT 
is a smaller, more condensed version of GPT-3.5 and included an additional layer of safety guardrails for users. It was 
trained on large amounts of data, 300 billion words or 570GB from the internet through 2021, including Wikipedia, social 
media and news articles.   

The game changer for ChatGPT was its free-to-use, open-source model, with a user-friendly UI, reminiscent of iMessage 
or WhatsApp. This makes it well suited for mass distribution and has enabled the widespread adoption and creative 
explosion on ChatGPT to date. In fact, ChatGPT reached its first one million users in five days.  It took three months for 
Instagram and three and a half years for Netflix to reach the same milestone. Users could write questions or prompts, and 
ChatGPT responded in an intelligent, uncannily human-like manner, on any topic that the user wanted, even writing poems, 
essays, songs, code, and witty jokes.  This instantly became a mass market, general purpose, sophisticated chatbot that 
could write like a human. 

Exhibit 143.  What Is Special About Generative AI?, source Deutsche Bank. 
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To highlight the dramatic advances of the last four years, in another breakthrough moment, around 2021 researchers at 
Alphabet developed the world’s first trillion parameter model, T5-XXL, a language model with 1.6 trillion parameters.  Also, 
on June 1, 2021, China announced Wu Dao 2.0 (“Wu Dao” means enlightenment), a model similar to GPT-3 only 10 times 
larger: 1.75 trillion parameters!  Wu Dao, like Alphabet’s early MUM model, used multi-modality, the ability to learn from 
text, audio, images and video. 
 
Claimed by its own creators to be 10 times more powerful than GPT-3, Wu Dao could not only understand what people 
said but also created images, sang and painted.  Hua Zhibing, Wu Dao’s virtual female child, was reportedly showing 
signs of relational reasoning and emotional interaction, providing hope that “the virtual girl will have a higher EQ and be 
able to communicate like a human”.23  Although much of this has yet to be proven, these early models that used 
multimodality showed a path towards conquering human cognition.   

 
 

Exhibit 144.  Human Mind, source Getty. 
 
To visualize the incredible potential of next generation AI applications, it is instructive to look at the computational graph of 
a machine learning system – this is a representation of the model the system builds. Back in 2017, AI startup Graphcore 
had published an amazing set of images of the computational graphs mapped to its machine learning system, which 
strikingly looked much like a brain scan.24 
 

 
 

Exhibit 145.  Example of a Machine Learning Model Used in Data Analysis,  
source Graphcore. 
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These breakthrough developments in image and speech recognition, conversational AI and now Generalized Reasoning, 
are now about to fundamentally change our relationship with machines and computers forever, as computers begin to fully 
learn and utilize our language and fully understand what we see and hear.  

Exhibit 146.  Computing Power Roadmap, source Ray Kurzweil and Morgan Stanley. 

“As that happens the human-computer interface [will] no longer exist. We will become the interface. We will talk to computers 
and they will talk back. We [will] see information directly in our eyes. The new form factor is VR/AR.”25 

As AI slowly becomes more intelligent than the human mind, advances in brain technologies could make the communication 
between machines and humans seamless.  Ultimately, the distinction between the physical mind and the digital mind may 
not even exist. 

Exhibit 147.  Advances in Brain Technology, 
source BofA Global Research. 
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2022 also marked an era in which writing code becomes automated, moving rapidly to the stage where AI will write the 
majority of computer code.  Essentially, you tell AI what to do, and it will write the code. 
 
In 2022, for the first time AI surpassed the average programmer (top 54th percentile) in competitive coding. AlphaCode wrote 
competitive computer programs, generating code using a transformer model, similar to language translation tasks.  
 

 
 

Exhibit 148.  DeepMind Model Progress, source Google. 
 
If 2022 was a pivotal year in which AI went mainstream, (the end of) 2024 became the time we marked the start of 
Generalized Reasoning, Inference-time Compute and Next-gen Multimodality. 
 

 
 

Exhibit 149.  AI Scaling Evolution – Pre-Training and Inference, source Alkeon. 
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In summary, and in our view, AI will be the greatest technological innovation of our time, fundamentally redefining and 
extending the boundaries of human intelligence, analysis, planning, creativity and invention.  For businesses, this means 
radically changing how the world’s largest industries operate. 

"AI is quite possibly the most important – and best – thing our civilization has ever created, certainly on par with 
electricity and microchips, and probably beyond those." Marc Andreessen, General Partner of Andreessen 

Horowitz 

IV. Conclusion

In summary, even as the market remain expensive and vulnerable, we currently view a strong environment for fundamental 
stock picking for long-term investors, one that is equally attractive for both long and short investments.   

We emphasize the need to be selective –more so now than ever before in recent years–, particularly given the elevated tail 
risks and macroeconomic and global geopolitical uncertainty we currently see.  These risks are higher than ever before, in 
our view, negatively affecting the attractiveness of passive broad market investments. 

As a result, we believe it is more imperative than ever to balance our high conviction long investments in quality secular 
growth companies with alpha-seeking short investments as well as structured use of market hedges, and also to stay 
globally diversified and seek to reduce concentration in any single country, currency or regional economy. 

Sincerely, 

Alkeon Capital Management Investment Team 
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1 Alkeon Growth Partners, LP (AGP) is one of the original feeder funds into Alkeon Growth Master Fund, Ltd.  You may be invested in a different feeder 
fund that also feeds into that master fund.  As described in more detail in the Important Notes, your particular investment's performance may differ to some 
extent from the performance shown above. Performance data presented above is on a fund level and reflects AGP performance, net of actual fees and 
expenses. AGP commenced operations in January 2003, and investors in AGP are generally subject to a 20% incentive allocation and management fees 
ranging from 1.25% to 2% depending on the series of interests they hold in AGP. Certain AGP investors (such as Alkeon affiliates) have been or are 
entitled to management fee and/or performance allocation waivers and have at times constituted, and may constitute in the future, a significant portion of 
AGP’s assets.  Therefore, AGP’s fund-level returns generally are higher than the performance shown herein for the Alkeon Growth Strategy (“AGS”), 
whose investors have not received such waivers.  In addition, the historical fund-level performance for AGP incorporates various fee classes, some of 
which are subject to lower fees than the highest fee classes currently offered.  Therefore, investors in AGP likely would have experienced lower returns 
than those shown herein if they were subject to the current highest fee classes during all time periods. 
2 Performance data is from another investment vehicle which is managed substantially pari-passu to AGP and follows substantially the same investment 
strategy (the "Alkeon Growth Strategy" or "AGS") as AGP and other Alkeon-managed vehicles using the Alkeon Growth Strategy. The other investment 
vehicle's performance represents the longest track record available for the Alkeon Growth Strategy with an inception date of January 5, 1998 (MSCI data 
is as of January 1, 1998) and reflects the deduction of the vehicle's actual fees and expenses during the period shown, including the deduction of a 20% 
incentive fee and a 1% management fee charged to investors prior to March 1, 2004, a 1.5% management fee charged to new investors beginning March 
1, 2004 and a 1.75% management fee charged to all investors beginning July 1, 2011. The performance shown above for AGS would have been lower 
had AGS been subject to the highest management fee share class available to AGP investors. Takis Sparaggis, Alkeon's Chief Investment Officer and the 
primary portfolio manager of the other investment vehicle, was employed by CIBC Oppenheimer Corp. from January 1998 through June 1999, and by 
CIBC World Markets Corp. from June 1999 through December 2001, and was the portfolio manager of the other investment vehicle at all times during that 
period. Effective January 1, 2002, Mr. Sparaggis formed Alkeon, which has continued managing the other investment vehicle's portfolio since that time. 
While AGP is managed substantially pari-passu using the Alkeon Growth Strategy, performance may vary between AGP, the other investment vehicle and 
other Alkeon-managed funds using the Alkeon Growth Strategy. Performance results for AGS reflect the returns of the fund as a whole (rather than the 
returns of a particular investor), and reflect the fund's advisory fees, incentive fees and expenses and include the reinvestment of dividends and income. 
Unless otherwise indicated, index returns are presented on a price return basis only - dividends, reinvestment and income are excluded. The 
indices are unmanaged and investors cannot invest directly into them. Composite index results are shown for illustrative purposes and do not represent 
the performance of a specific investment. Please see Important Notes at the end of this letter, including "Comparisons to Indices". Past performance is no 
guarantee of future results. 
3 Performance against the market measured by the largest 750 stocks in the U.S. by market capitalization as well as any S&P 500 stocks not already 

included. “Big Growers” are the top 75 high growth profile stocks as ranked by Empirical Research. 
4 SaaS and High Growth Internet constituents defined by Morgan Stanley and JP Morgan, respectively.   
5 Bloomberg, January 2025. 
6 "Magnificent Seven" stocks include Apple, Amazon, Alphabet, Meta, Microsoft, Nvidia and Tesla. 
7 https://press.aarp.org/2022-7-13-New-AARP-Research-Nearly-Half-Americans-Do-Not-Have-Access-to-Retirement-Plans-at-Work 
8 Analysis based on equity long-short assets custodied at Morgan Stanley Prime Brokerage.  Comparison of annual appreciation of long holdings minus 
annual appreciation of short holdings, with long holdings and short holdings being aggregated and tracked respectively. 
9 Empirical Research, January 2025. 
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Exhibit 150.  Chain of Thought – Math Example, September 2024, source OpenAI. 
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Exhibit 151.  Chain of Thought – Coding Example, September 2024, source OpenAI. 
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IMPORTANT NOTES: Pursuant to the CAN-SPAM Act, this email may be considered an advertisement or solicitation. For EU persons, a copy of Alkeon's EU Privacy Policy is 
available here: https://www.alkeoncapital.com/european-union-privacy-policy/. If you do not want to receive further emails from Alkeon Capital Management, LLC ("Alkeon") 350 
Madison Avenue, New York, NY 10017, USA, please reply to this email and ask to be removed from our mailing list or click the link at the bottom of this email. 

This document is confidential. It cannot be forwarded, copied or otherwise distributed without the prior written consent of Alkeon. The information in this message is for 
informational purposes only and is not an offer to sell or a solicitation of any offer to buy securities. Any such offer will be made only through the applicable offering materials for 
one of the funds that Alkeon manages. Consideration of an investment in any fund managed by Alkeon or its affiliates (the "Alkeon Funds") should only be given after a careful 
review of the necessary offering documents by a prospective investor, and only after the prospective investor is fully satisfied that the prospective investor alone or together with 
his or her investment representative have asked for and received all information which would enable the investor (or both the investor and his or her investment representative) 
to evaluate the merits and risks of a potential investment in the Alkeon Funds. The information contained herein is limited and is not intended to provide a representation of the 
merits or risks associated with an investment in any of the Alkeon Funds. A prospective investor also must review Alkeon's Form ADV for additional details and conflicts of 
interest. All information in this message is current as of the date hereof but is subject to change without notice. Nothing contained herein shall be deemed or construed to 
constitute financial or other professional advice. You should not rely on the information contained herein, and should rely solely on, and carefully read, the appropriate offering 
and related subscription materials relating to any specific investment product before making any investment decision. All content herein has been obtained from sources deemed 
to be reliable, but is subject to unintentional errors, omissions and changes without notice, and is not warranted by Alkeon as to its accuracy or completeness. This document 
may not be reproduced in whole or in part in any manner. It is the responsibility of the recipient to independently confirm its accuracy and completeness. Alkeon does not assume 
any duty to update any information in this document for subsequent changes of any kind. 

Investing in securities involves risk, including Alkeon Funds, involves substantial risks. No guarantee or representation is made that the investment program of the Alkeon Funds 
will be successful or that an Alkeon Fund will achieve its investment objective. An investment in the Alkeon Funds should be considered speculative. It is possible that an investor 
may lose some or all of his or her investment. Past performance is no guarantee of future results. 

The performance results for all funds shown above are net of fees and expenses. Those results may not correspond to the results of the other funds that Alkeon manages using 
similar strategies or the results of a specific investor due to differences in, for example, the timing of investor cash flows, different levels of management fees or performance-
based fees and each fund's other expenses. 

References to strategy performance data (the "Alkeon Growth Strategy" or "AGS") is from another investment vehicle which is managed substantially pari-passu to Alkeon 
Growth Partners, LP (“AGP”) and follows substantially the same investment strategy as AGP. The other investment vehicle's performance represents the longest track record 
available for the Alkeon Growth Strategy with an inception date of January 5, 1998 (MSCI data is as of January 1, 1998) and, unless otherwise indicated, reflects the deduction 
of the vehicle's actual fees and expenses during the period shown, including the deduction of a 20% incentive fee and a 1% management fee charged to new investors prior to 
March 1, 2004, a 1.5% management fee charged to investors beginning March 1, 2004 and a 1.75% management fee charged to all investors beginning July 1, 2011. Takis 
Sparaggis, Alkeon’s Chief Investment Officer and the primary portfolio manager of the other investment vehicle, was employed by CIBC Oppenheimer Corp. from January 1998 
through June 1999, and by CIBC World Markets Corp. from June 1999 through December 2011, and was the portfolio manager of the investment vehicle at all times during that 
period. Effective January 1, 2002, Mr. Sparaggis formed Alkeon, which has continued managing the investment vehicle’s portfolio since that time. AGP commenced operations 
in January 2003, and it is subject to a 20% incentive fee and management fees ranging from 1.25% to 2% depending on the series of interests AGS performance referenced 
above may have been lower during certain periods had it been subject to similar fees as the Fund. 

Calculation of Estimated Performance. The estimated performance results above for recent period ends were prepared by Alkeon and have not been compiled, reviewed or 
audited by an independent accountant. Alkeon based the performance results for prior years on audited financial statements for those years, but the information for recent, 
unaudited periods has not been audited and actual final results could vary materially. The performance results reflect each fund's returns as a whole (rather than the returns of 
a particular investor) and, for recent period ends, reflect estimates of that fund's advisory fees, incentive fees/allocations and expenses. Investors in AGP and AGS would have 
experienced lower returns than those shown herein if they were subject to the current highest fee classes during all time periods. Additionally, Certain AGP investors (such as 
Alkeon affiliates) have been or are entitled to management fee and/or performance allocation waivers and have at times constituted, and may constitute in the future, a significant 
portion of AGP’s assets.  Therefore, AGP’s fund-level returns generally are higher than the performance shown herein for AGS, whose investors have not received such waivers.  
The results also reflect the reinvestment of dividends and income and a fund's profits or losses from new issues. All investors may not be eligible to be allocated such 
profits/losses. For more detailed historical performance information for a particular fund please contact Keith Davey at Alkeon at 212-716-6585 or kdavey@alkeoncapital.com. 
THE INFORMATION PROVIDED IS HISTORICAL AND SHOULD NOT BE TAKEN AS AN INDICATION OF FUTURE PERFORMANCE. The information contained herein has 
been obtained by sources believed to be accurate, but Alkeon makes no guarantee as to the accuracy or completeness thereof. 

Portfolio Projections and Estimates.  This communication includes references to certain portfolio and market projections and estimates.  Such metrics have been prepared by 
Alkeon in a manner it deems to be reasonable and may exclude certain issuers where it believes there inclusion may be misleading or otherwise inappropriate for the specific 
calculation.   PAST PERFORMANCE IS NOT A RELIABLE INDICATOR OR GUARANTEE OF FUTURE RESULTS. 

Gross and Net Exposure. Gross exposure equals long exposure plus the absolute value of short exposure. For example, for 100 USD of capital, if a fund is 150 USD long and 
50 USD short, it means that gross exposure is 150 + 50 = 200 USD or 200%. Gross exposure is calculated using each position’s gross market value as a percentage of the 
fund’s total gross market value.  Net exposure is the exposure level of the fund to the market at the present time. It is calculated by subtracting the short percentage from the 
long percentage. For example, if a fund is 100% long and 25% short, then the net exposure is 75%. Net exposure is calculated using each position’s delta-adjusted exposure 
with currency positions excluded.  A position’s delta-adjusted exposure represents its market value times delta (the measure of the sensitivity between an option or derivative 
price and the underlying stock price). 

Comparison to Indices. Alkeon believes that, although the Alkeon Funds managed using the Alkeon Growth Strategy are not benchmarked to any index, comparisons to certain 
indices may be useful in evaluating the performance of the Alkeon Funds. The MSCI World Index captures large and mid cap representation across 23 developed markets 
countries. With 1,353 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. The MSCI AC World Index captures 
large and mid cap representation across 23 developed markets and 24 emerging markets countries. With 2,559 constituents, the index covers approximately 85% of the global 
investable equity opportunity set. The Alkeon Funds' portfolios contain equity securities and may consist of securities issued by companies in different countries with varying 
capitalizations and fixed income and non-equity investments, including short sales of securities and margin trading, and are not as diversified as the securities (when aggregated) 
that comprise the MSCI World Index or the MSCI AC World Index. Unlike the performance of the Alkeon Funds, the performance of the MSCI World Index and MSCI AC World 
Index do not reflect the impact of fees or expenses. The index performance shown is on a price return basis only - it does not reflect dividends, their reinvestment or other 
income. Any such comparison between the performance results of the Alkeon Funds and the MSCI World Index and MSCI AC World Index should not be relied upon as an 
accurate prediction of future results. Investors cannot invest directly in an index. 

Differing Investments and Investment Environments. Future investments will be made under different economic conditions and will include different portfolio securities. Members 
of Alkeon's investment team have changed and may change in future. As a result, potential investors should not assume that they will experience investment performance 
comparable to that set forth herein. 

No Assurance of Investment Return. There can be no assurance that any fund's investment objective will be achieved or that an investor will receive any return on its investment 
in a fund. A fund's performance may be volatile. An investment should only be considered by persons who can afford a loss of their entire investment. Notwithstanding a fund’s 
use of market hedges, the investment return and principal value of an investment in a fund will fluctuate and may lose money. 
References to Specific Companies/Securities. Unless otherwise indicated, to the extent that this document contains references to specific companies and/or securities, such 
references are presented solely for informational or attribution purposes and should not be considered a recommendation of any particular company or security. Any companies 
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referenced herein are not intended to indicate companies in which Alkeon may invest or in which Alkeon has or will invest on behalf of any fund or client, and there is no 
assurance that investments made in the future will be profitable or equal the historical performance of any company referenced. Moreover, the inclusion of any third-party firm 
and/or company names, brands and/or logos does not imply any affiliation with these firms or companies.   

Forward-Looking Statements. Certain information, analyses, and/or conclusions contained in this document constitute and/or are based on estimates, projections, and "forward- 
looking statements" regarding, among other things, the historical and anticipated operating performance of companies identified herein and other similar companies, market 
conditions, access to capital markets, and the values of assets and liabilities. Such analyses, estimates projections, statements and conclusions reflect various assumptions by 
Alkeon concerning anticipated results that are inherently subject to significant economic, competitive, and other uncertainties and contingencies and have been included solely 
for illustrative purposes. Due to various risks and uncertainties, including those discussed above and the risk factors set forth in the applicable Alkeon Fund's offering documents, 
actual events or results or actual performance of a fund may differ materially from those reflected or contemplated in such forward-looking statements. As a result, investors 
should not rely on such-forward looking statements in making their investments decisions. Alkeon, the applicable Alkeon Fund and their respective affiliates expressly disclaim 
any duty or obligation to update, revise or supplement this document or any of the information, analysis, or conclusions contained herein, including, but not limited to, any 
performance information or the manner or type of any investment by the Fund or its affiliates, for any reason. This communication reflects Alkeon’s opinions and analysis  as of 
the date it was delivered and does not constitute investment advice or a recommendation to buy or sell any securities. There is no guarantee that Alkeon’s views and projections 
regarding the future potential of AI are accurate or that any Alkeon investment or Alkeon Fund will benefit. Alkeon’s views may evolve or shift over time.  As such, information 
herein is subject to change at anytime without notice. Although Alkeon believes that the data expressed in this presentation is accurate and reasonable, actual results could 
differ materially from those projected or assumed, and such projections are subject to change, and are subject to inherent risks and uncertainties. 

Notice to Swiss Investors: The Confidential Explanatory Memorandum, Memorandum of Association, the Articles of Association and the annual reports of the Alkeon Growth 
Offshore Fund, Ltd ("AGO") are available only to Qualified Investors free of charge from the Representative. In respect of the Units distributed in Switzerland to Qualified 
Investors, place of performance and jurisdiction is at the registered office of the Representative. Representative: FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 
12, CH-8008 Zurich. Paying Agent: NPB Neue Privat Bank AG, Limmatquai 1, CH-8024 Zurich.  

Notice to Hong Kong Investors: The information memorandum in relation to any interest and/or investment referred to in this document has not been approved by the Securities 
and Futures Commission of Hong Kong. Accordingly (a) any interests or securities may not be offered or sold and have not been offered or sold in Hong Kong, by means of any 
document, other than to (i) "professional investors" as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance; or 
(ii) in other circumstances which do not result in the document being a "prospectus" as defined in the Companies Ordinance (Cap. 622) of Hong Kong or which do not constitute
an offer to the public within the meaning of that Ordinance; and (b) no person has issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to any interest or securities, which is directed at,
or the contents of which are or are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under securities laws of Hong Kong) other than with
respect to any interests or securities which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional investors" within the definition of 
the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance.

Notice to Korea Investors: Neither AGO nor Alkeon is making any representation with respect to the eligibility of any recipients of this document to acquire the shares of AGO 
therein under the laws of Korea, including but without limitation the Foreign Exchange Transaction Act and Regulations thereunder. The shares of AGO may only be offered to 
Qualified Professional Investors, as such term is defined under the Financial Investment Services and Capital Markets Act, and none of the shares of AGO may be offered, sold 
or delivered, or offered or sold to any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations 
of Korea.  

Notice to Singapore Investors: This document is not a prospectus as defined in the Securities and Futures Act, Chapter 289 of Singapore ("SFA") and has not been registered 
as a prospectus with the Monetary Authority of Singapore. Accordingly, statutory liability under the SFA in relation to the content of prospectuses would not apply, and this 
document should not be construed in any way as a solicitation or an offer to buy or sell any interest or investment referred to in this document. You should consider carefully 
whether the investment is suitable for you. The product named in this document is not authorised or recognized by the Monetary Authority of Singapore (the "MAS") and none 
of its interests / shares / units shall be allowed to be offered to retail public in Singapore. This document may be distributed only (i) to persons who are "institutional investors" 
under section 304 of the SFA, or (ii) to persons who are "relevant persons" under section 305(1) of the SFA or persons pursuant to section 305(2) of the SFA if (and only if) this 
document forms part of the prospectus or information memorandum for the fund(s), and such distribution is otherwise in accordance with the conditions specified in section 305 
of the SFA. 

Notice to United Kingdom Investors: AGO is an unrecognised collective investment scheme for the purposes of the Financial Services and Markets Act 2000 of the United 
Kingdom (the "Act"). The promotion of AGO in the United Kingdom is accordingly restricted by law. Offering materials may only be issued in the United Kingdom to persons to 
whom they may lawfully be issued under the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, including persons who are authorized under the Act 
("authorized persons"), high net worth companies, high net worth unincorporated associations or partnerships, trustees of high value trusts and persons who qualify as certified 
sophisticated investors. The common shares are only available to such persons in the United Kingdom. The content of this document has not been approved by an authorized 
person. 

Notice to Australian Investors: Common shares in AGO will be offered in Australia on the basis that: (i) no disclosure to investors is required under Part 6D.2 of the Corporations 
Act; (ii) any offer or issue of common shares made in Australia is under the Fund's Confidential Explanatory Memorandum and is only made to "wholesale clients" for the 
purposes of the Corporations Act; and (iii) such action complies with all applicable laws, regulations and directives. Alkeon is permitted to conduct financial services in Australia 
pursuant to an exemption from the need to hold an Australian financial services licence under the Australian Corporations Act 2001. Alkeon is regulated by the Securities 
Exchange Commission of the U.S. under U.S. laws, which differ from Australian laws. 
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