AI investments shift amid regulatory challenges and market trends

[image: ]
In the rapidly evolving field of Artificial Intelligence (AI), companies and investors alike are navigating a complex landscape of innovation and regulation. One of the key players, Meta Platforms, Inc. (NASDAQ: META), has been a focal point amidst a slew of tech giants influencing the sector's trajectory. This burgeoning interest in AI parallels significant shifts observed in investment trends, particularly in exchange-traded funds (ETFs) related to specific themes.
A report by investment research firm Morningstar sheds light on this dynamic, revealing a palpable shift in investor interests. For the third year running, there has been a notable migration from thematic ETFs to more traditional ones linked to broad stock-market benchmarks. In 2024, thematic ETFs saw an outflow of $5.8 billion, surpassing the $4.8 billion withdrawal witnessed throughout 2023. This trend appears to be driven by the compelling performance of broad market indices, which have consistently reached record highs, overshadowing the allure of specialised thematic investments.
Morningstar attributes the challenging environment for thematic ETFs not to a lack of interest in thematic investment itself, but rather to the dominance of a few megacap stocks in the current bull market. The firm suggests that thematic investments, such as those in AI, often suffer from ill-timed entries and exits, resulting in investors missing out on significant portions of potential returns. This is compounded by the higher fees associated with these funds and the difficulty in timing the market accurately.
The intersection of AI advancements and investment is just one facet of the broader impact AI is having across industries. Intellectual property disputes are becoming increasingly common as firms grapple with the implications of generative AI technologies. A notable instance involves Penguin Random House, one of the five major anglophone trade publishers, which has taken the unprecedented step of updating its copyright notices to explicitly prohibit the use of its books for AI training purposes. This move underscores a growing trend among content creators to protect their intellectual property from being used without consent in training AI models.
Similarly, The New York Times has engaged in a legal tussle with Perplexity AI, an AI-driven research firm. The newspaper has issued a "cease and desist" order, arguing that the firm's utilisation of its content for AI generation infringes on copyright laws. These actions by significant publishers and media houses indicate a broader push towards establishing clearer guidelines and processes to manage the intersection between traditional media and emerging AI technologies.
As AI continues to integrate more deeply into various aspects of business and daily life, the tension between innovation and regulation will likely intensify. Companies are tasked with balancing the vast potential of AI with the need to protect intellectual property and navigate the intricate web of legal frameworks that govern its use. Investors, meanwhile, are seeking to capitalise on AI's transformative potential while managing the inherent risks associated with thematic investment strategies. As these narratives unfold, industry stakeholders must stay attuned to the implications of these developments across sectors.
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