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THIS WEEK

Key Points

→ 1. Mid-cap companies focusing on AI efficiency and hardware are poised for growth. For

instance, technologies from **Cirrus Logic (CRUS)**, **Ambarella (AMBA)**, and **Qualcomm

(QCOM)** show significant promise in enhancing AI applications.

→ 2. Small-cap firms leveraging AI for automation, such as **Lemonade, Inc. (LMND)** and

**Energous Corporation (WATT)**, illustrate how these technologies can optimize business

operations and improve customer engagement.

→ 3. AI-driven innovations are reshaping business models, compelling traditional sectors to adapt

rapidly. Companies like **Sierra Wireless (SWIR)** and **NantWorks (NANT)** highlight this

trend through their pioneering applications.

→ 4. There is a critical need for establishing regulations and ethical considerations around AI.

Companies need to prioritize transparency and security in their AI dealings to prevent

misuse.

→ 5. The shift towards AI-centric business processes suggests an impending rise in demand for AI

skilling initiatives, indicating opportunities for educational platforms to emerge. A potential

player here could be **Pluralsight (PS)** as it embraces this need for skill development with

tailored learning modules.

→ 6. Organizations increasingly depend on CTOs and CIOs to navigate the operational impacts of

AI, indicating a significant shift in enterprise leadership structures, with AI expertise becoming

a sought-after asset.

→ 7. The upcoming years may mark a transformative phase not just technologically but through

shifts in societal norms contributed by AI integration, necessitating a synchronized approach

between tech advances and, governance protocols.
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AI Model Efficiency & Hardware
Innovations
The efficiency of AI models and the innovations in hardware are

going through a significant transformation, driven by the need for

faster, more powerful, and energy-efficient systems. As AI

becomes embedded in a variety of applications, the demands on

hardware architecture are increasing. The current landscape

shows an exciting shift as businesses begin to invest in mid-cap

companies developing specialized chips optimized for AI

processing. These chips not only accelerate algorithm processing

but also reduce energy consumption, making operations more

cost-effective and sustainable. For example, companies like

**Cirrus Logic (CRUS)**, **Qualcomm (QCOM)**, and **On

Semiconductor (ON)** are exploring new hardware solutions that

adapt to the specific needs of AI applications, from mobile

devices to data centers. The focus on specialized silicon, such as

application-specific integrated circuits (ASICs) and field-

programmable gate arrays (FPGAs), allows for greater efficiency

and performance in AI workloads. Meanwhile, advancements in

energy-efficient computing architectures, such as neuromorphic

computing, promise to revolutionize how the industry

approaches AI processing. **Innoviz Technologies (INVZ)** and

**Hailo (N/A)** are emerging players focusing on making

hardware that can process AI tasks effectively, while maintaining

low power usage as a competitive advantage.

Moreover, the miniaturization of technology allows for the

integration of AI capabilities into consumer-grade devices,

enhancing their functionality without compromising battery life.

This trend supports companies like **Ambarella (AMBA)**, which

designs AI-driven camera components used in numerous

devices ranging from automotive cameras to drones. Companies

developing exoskeleton technology, such as **Ekso Bionics

(EKSO)** and **Parker Hannifin (PH)**, are also leveraging

advancements in AI models and hardware innovations. These

technologies will likely increase usability and demand in various

industries, particularly those prioritizing automation and

efficiency.
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AI-Powered Software & Automation
AI-powered software is increasingly automating a wide range of

business processes, fundamentally transforming the nature of

work across various sectors. This trend is particularly

pronounced among small-cap emerging companies that focus

on niche applications of AI. Innovative players like **Lemonade,

Inc. (LMND)**, known for their AI-driven insurance technology

solutions, exemplify how a small-cap firm can leverage AI to

enhance customer service and streamline operational efficiency.

By automating claims processing and employing chatbots for

customer inquiries, such companies position themselves as

leaders in their industry.

Additionally, small-cap firms creating personalized software

solutions, such as **Energous Corporation (WATT)**, stand out

as they develop energy-efficient wireless charging technology

integrated with AI for better battery management. This

innovation highlights the intersection of software and hardware,

promising even greater efficiencies. In the realm of enterprise

resource planning (ERP) software, companies like **Pluralsight

(PS)** are utilizing AI to provide adaptive learning paths based on

user performance data, thus automating education and training

while driving operational success.

The rise of AI-powered customer relationship management

(CRM) software, such as the offerings from **Freshworks

(FRSH)**, is increasingly allowing small businesses to automate

their marketing and customer service. This development

demonstrates how robust AI functionalities can provide real-time

insights, thereby optimizing user engagement and retention

strategies. These small-cap companies are uniquely positioned

to exploit the growing trend of automation and AI

implementation, indicating a bright future for software solutions

that centralize AI capabilities.
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AI-Driven Business Model Disruptions
The advent of AI is driving profound disruptions in traditional

business models, with mid-cap companies leading this charge in

various fields. Investment in companies like **NantWorks

(NANT)** reflects a growing desire for innovative business

solutions that capitalize on AI-driven efficiencies. For instance,

NantWorks is working on life sciences applications that harness

AI for drug discovery, fundamentally altering the pharmaceutical

landscape and business approaches within the health sector.

Another example is **Sierra Wireless (SWIR)**, which is tapping

into AI to optimize connectivity solutions across the IoT sector.

By embedding AI into IoT devices, they are transforming

operational models in logistics and supply chain management,

allowing for real-time data processing and predictive analytics.

AI is reshaping consumer behavior, offering businesses the

capability to anticipate market demands with greater accuracy.

Emerging competitors like **Veritone, Inc. (VERI)** specialize in

cognitive media and advertising, where they utilize AI algorithms

to automate ad placement and content management, effectively

disrupting how traditional advertising operates. Additionally, the

integration of AI within corporate financial operations, as seen

with mid-cap players like **VeriFone Systems (PAY)**, allows for

enhanced transaction analysis and fraud detection, which

traditionally required extensive manual oversight. As companies

adopt AI-driven strategies, they find themselves reimagining how

services are delivered, further enhancing customer experience

and optimizing operational costs. The move towards AI-centric

business models will not only spur growth for these mid-cap

companies but will also influence larger organizations to adapt to

the rapidly changing landscape, making strategic shifts

necessary to maintain competitiveness.
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Key Insights

• 1. Mid-cap companies focusing on AI efficiency and hardware are poised for growth. For instance, technologies

from **Cirrus Logic (CRUS)**, **Ambarella (AMBA)**, and **Qualcomm (QCOM)** show significant promise in

enhancing AI applications.

• 2. Small-cap firms leveraging AI for automation, such as **Lemonade, Inc. (LMND)** and **Energous Corporation

(WATT)**, illustrate how these technologies can optimize business operations and improve customer

engagement.

• 3. AI-driven innovations are reshaping business models, compelling traditional sectors to adapt rapidly.

Companies like **Sierra Wireless (SWIR)** and **NantWorks (NANT)** highlight this trend through their

pioneering applications.

• 4. There is a critical need for establishing regulations and ethical considerations around AI. Companies need to

prioritize transparency and security in their AI dealings to prevent misuse.

• 5. The shift towards AI-centric business processes suggests an impending rise in demand for AI skilling initiatives,

indicating opportunities for educational platforms to emerge. A potential player here could be **Pluralsight

(PS)** as it embraces this need for skill development with tailored learning modules.

• 6. Organizations increasingly depend on CTOs and CIOs to navigate the operational impacts of AI, indicating a

significant shift in enterprise leadership structures, with AI expertise becoming a sought-after asset.

• 7. The upcoming years may mark a transformative phase not just technologically but through shifts in societal

norms contributed by AI integration, necessitating a synchronized approach between tech advances and,

governance protocols.

Dive deeper into the companies mentioned in this week's
newsletter.

nextfrontier.com.au


