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Once upon a time, when | was a kid, ideas about how we would live in the future
seemed pretty inconceivable.
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My favorite television show was “The Jetsons.”

As most of you know, “The Jetsons” was a cartoon that originally aired in 1962.
| loved the Jetsons because it took place in the future, in the year 2062.

George Jetson and his family lived high above the ground in the Skypad
Apartments. George worked for only an hour a day, two days a week.

Indeed, the future looked bright!

What’s amazing to me is how many of the futuristic technologies highlighted in
the show are common in today’s world.
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For instance, we can speak to others remotely and in real-time using Facetime
and Skype.




Image source: Google

iRobot Roombas clean our floors and navigate around obstacles with no
programming required.
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And, we have these cool smartwatches that can make phone calls, pay for a cup
of coffee, track our fitness activities and stream music right from our wrist.



aMaZon.Ccom
~—

O

Technology progress continues to march on but the challenge is how to invest in
these kinds of developments. Our strength lies in analyzing the bigger, more
established companies where business models and competitive strengths are
more easily understood. We like to know what we own.

This may come as a surprise, but Amazon and Google represent an opportunity
to participate in a technology category where the winners are already
entrenched — artificial intelligence.

Both these companies enjoy strong market positions thanks to artificial
intelligence applications that are used in many of the products we consume daily.

Some examples include: photo and speech recognition, spam filtering software
and online advertising.



Image courtesy of Dartmouth College Library.

The history of artificial intelligence goes way back.

The folks in this picture are a group of researchers who met at Dartmouth
College in 1956. Their mission was to program computers to behave like humans.
This effort evolved over decades but the art of teaching computers to learn new
things and recognize patterns remains at the core.



Machine learning grew in popularity and by the mid-90s IBM’s Deep Blue
computer became the first chess-playing machine to win a game against the
reigning world champion, Garry Kasparov.

Innovations in artificial intelligence improved rapidly over time and by 2010,
machine-learning technologies were being applied to a number of fields,
including natural language processing and even drug design.



In fact, researchers at Stanford University recently developed an algorithm that is
capable of diagnosing pneumonia more accurately than a human radiologist.
Artificial intelligence like this could, in the near future, automate disease
detection and significantly reduce our healthcare costs.



Image source: Amazon

Today, across many industries and in many parts of our daily lives, algorithms are
being used to mimic human behaviour.

For instance, Amazon’s Echo is a Bluetooth-enabled cylinder that runs artificial

intelligence software called Alexa. Alexa is similar to Apple’s Siri and named after
the Alexandria library.

Both Alexa and Siri operate like a virtual personal assistant; you can use either
application to search the web and listen to music. But, Amazon has larger
aspirations for Alexa.



“Hey Alexa,
please add Greek
yogurt to my
shopping cart.”

They are working towards the next evolution in online shopping —
zero-click ordering.

| expect more of us will be interacting with these voice-operated devices soon.
Saying “Hey Alexa, please add Greek yogurt to my shopping cart,” and having
those items delivered to us within a day or two seems pretty simple.



As we spend more time shopping online, think about the volume of data Amazon
collects from its tens of millions of shoppers. Amazon uses this data to better
understand our preferences and purchasing habits, all in an effort to make
shopping a more convenient experience.

So how are products like the Echo impacting Amazon today?
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Well, 55% of product searches now start on Amazon. Think about that for a
second. Think about how many retailers are out there, yet more than half the
time, our starting point is Amazon.

That’s a big moat which is hard to compete with.



Jeff Bezos | CEO, Amazon

Source: Google

Amazon is one of a handful of companies that are truly customer-centric. Jeff
Bezos is a smart guy. He has grown the business using innovative low-cost
strategies. Bezos is also a leader who pushes the envelope and leverages
technologies like Alexa, warehouse robots and high-tech grocery stores that
remove the inconvenience of long checkout lines.

Amazon’s focus on providing the best customer experience in everything they do
is a key part of our long-term investment thesis.
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Now, let’s turn to Google.

Why do we love Google? That’s easy. Google provides the best answers, more
quickly than any other search engine. Google’s algorithms are so good at
providing answers, we confide in it in ways we likely wouldn’t share with others.

There are 3.5 billion search queries made each day using Google and the more
we use it, the better it becomes. Think about how many times you started typing
in a search and, in an instant, the autocomplete knew exactly what you were
looking for.




It is learning each time we use it and there’s a lot left to learn.

Did you know that 15% of Google’s daily search queries are new and unique.
Imagine that. About 1 in 6 Google queries have never been asked before!

So, how do they do it? How are they able to rank pages accurately and provide
results to you right away? The answer — artificial intelligence.
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When Sundar Pichai was promoted to Google’s CEO, he was quick to emphasize a
company transition from a mobile-first focus to an artificial intelligence focus.
Given this move, it is not surprising that Google has evolved into a leader in the
field. Google applies their artificial intelligence in a number of ways. Most
importantly, responding to search queries.
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A couple years ago, Google implemented an artificial intelligence system called
RankBrain into its search algorithm. RankBrain helps to process searches faster
and more efficiently, providing more relevant search results. RankBrain is so good
at understanding the nuances in our searches, it well-outperformed Google’s
own engineers when tested for precision.



The RankBrain technology is also well-suited to deal with voice queries. Voice
search is on the rise. Around 20% of mobile phone queries are made by voice
and there are numerous reasons why it’s gaining in popularity.

Primarily, it can be difficult to type sometimes. Voice is especially helpful when
your hands are occupied, like when you’re driving a car.
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Better Word Recognition

95% Threshold for Human Accuracy

Google Machine Learning

2013 2014 2015 2016 2017

Source: Google

This chart shows the dramatic improvement in Google’s voice accuracy over the
last few years. We are now at the point where machines are as good as humans

at interpreting typical dialogue. That’s a major milestone for artificial
intelligence.

Google is constantly experimenting with ways to improve its search techniques
using new technologies. It is these improvements that differentiate the company
and maintain Google’s dominant market position.
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There is no doubt that technology is changing the world we live in. Companies
like Amazon and Google are well-positioned at the forefront of this change. They
are improving the way we live: from the way we shop to the way we diagnose
diseases.

We are excited about these innovations — and even more excited to be
shareholders in these two outstanding leaders.

The principles of successful investing don’t change. We think Amazon and Google
will be around for a long time and we’re excited to watch them grow and evolve.
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Who knows? Perhaps one day, we’ll evolve to enjoy the same free time as my
hero from the future — George Jetson.
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ODLUM BROWN

Investing for Generations®

Please read our Odlum Brown Limited Disclaimer and Disclosure - It is important!

Odlum Brown Limited is an independent, full-service investment firm focused on providing professional investment advice and objective research. We respect your right to be
informed of relationships with the issuers or strategies referred to in this report which might reasonably be expected to indicate potential conflicts of interest with respect to the
securities or any investment strategies discussed or recommended in this report. We do not act as a market maker in any securities and do not provide investment banking or
advisory services to, or hold positions in, the issuers covered by our research. Analysts and their associates may, from time to time, hold securities of issuers discussed or
recommended in this report because they personally have the conviction to follow their own research, but we have implemented internal policies that impose restrictions on when
and how an Analyst may buy or sell securities they cover and any such interest will be disclosed in our report in accordance with regulatory policy. Our Analysts receive no direct
compensation based on revenue from investment banking services. We describe our research policies in greater detail, including a description of our rating system and how we
disseminate our research, on the Odlum Brown Limited website at www.odlumbrown.com.

This report has been prepared by Odlum Brown Limited and is intended only for persons resident and located in all the provinces and territories of Canada, where Odlum Brown
Limited's services and products may lawfully be offered for sale, and therein only to clients of Odlum Brown Limited. This report is not intended for distribution to, or use by, any
person or entity in any jurisdiction or country including the United States, where such distribution or use would be contrary to law or regulation or which would subject Odlum
Brown Limited to any registration requirement within such jurisdiction or country. As no regard has been made as to the specific investment objectives, financial situation, and
other particular circumstances of any person who may receive this report, clients should seek the advice of a registered investment advisor and other professional advisors, as
applicable, regarding the appropriateness of investing in any securities or any investment strategies discussed or recommended in this report.

This report is for information purposes only and is neither a solicitation for the purchase of securities nor an offer of securities. The information contained in this report has been
compiled from sources we believe to bhe reliable, however, we make no guarantee, representation or warranty, expressed or implied, as to such information’s accuracy or
completeness. All opinions and estimates contained in this report, whether or not our own, are based on assumptions we helieve to be reasonable as of the date of the report and
are subject to change without notice.

Please note that, as at the date of this report, the Research Analyst responsible for the recommendations herein, associates of such Analyst and/or other individuals directly
involved in the preparation of this report hold securities of some of the issuer(s) referred to directly or through derivatives.

No part of this publication may be reproduced without the express written consent of Odlum Brown Limited. Odlum Brown Limited is a Member of the Canadian Investor
Protection Fund.
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