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The AI Value Chain Migration

\

Model Training Post-Training and System-Level Al [ Israel's Sweet Spot
Inference Efficiency WHERE VALUE CONCENTRATES I |
I
I
I
Foundation models RLHF, distillation Agentic workflows I Ingenuity over scale :
. I
Scale-dependent Cost optimization Vertical Al platforms I Vertical expertise :
_ i i I . I
US and China Open-weight convergence Reasoning architectures I Integration |
I
I Speed of iteration :
Top-2 gap: only 0.7% 280x inference cost drop Domain expertise and system design : Real-world I
Commoditizing 142x parameter reduction determine competitive advantage \ deployment ,'
2020-2023 2023-2025 2025 onwards

Competitive frontier shifts from capital intensity to domain expertise and system design
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"Enabling the next Al revolution, by building a new breed of
Al systems that (1) understand the real world, (2) have
persistent memory, (3) can reason and plan, (4) are
controllable and safe.”
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-0 NIY7YUN 771D — TIN'7D $1.2 no™w World Labs NK NN
¥ I'7TIN TNON7I NND7 1D - Autodesk-1 AMD, NVIDIA

"..that can perceive, generate, reason, and interact with
the 3D world."
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Physical Infrastructure

¥ Facility design

¥ Racks & high-density layouts

¥ Cooling systems

¥ Fire suppression & safety systems

¥ Environmental monitoring & control

Energy & Power Management

¥ Grid connection & transformers

¥ UPS and backup power (generators)

¥ Battery storage (BESS)

¥ Power distribution (PDUs, busways)

¥ Energy optimization & renewable
integration

Compute & Chips

¥ CPUs (general-purpose compute)

¥ GPUs (training & inference)

¥ Al accelerators (ASICs, NPUs)

¥ High-bandwidth memory (HBM)

¥ Storaage (NVMe, distributed storaage)

¥ High-speed networking (Ethernet /
InfiniBand)

¥ Optical interconnects (fiber, photonics)

? Switching & routing infrastructure

% NICs / DPUs (data processing units)

¥ Network virtualization (SDN)

Software & Al Stack : & \I l
g : v 25 f Cybersecurity & Protection

¥ Cluster orchestration (e.g., Kubernetes)
¥ MLOps pipelines (training & deployment)
¥ Inference optimization & serving

¥ Data pipelines & feature stores

¥ Monitoring & resource management

¥ Identity & access management (IAM)

¥ Encryption & key management

¥ Network security (firewalls,
segmentation)

¥ Threat detection (IDS/monitoring)

¥ Hardware & supply chain security
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Physical Al - Al systems that perceive, understand, and act in the physical world

AI & machine Robotics &

1 learning control
Autonomous systems Perception & 1 Actuation &

decision-making execution
2 Computer vision, Manipulation,

L. . sensor fusion locomotion, swarms
Spatial intelligence
3 H
Sim-to-real
2 3

4 .
Embodied intelligence World modeling
Full perception + understanding + action Environment & physics
Humanoid robots, fully autonomous systems 3D simulation, digital

twins

Edge Al - Compute at the point of action
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https://www.whitehouse.gov/ostp/ai-policy-framework/
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AI Regulatory Spectrum: Innovation-First to Precautionary

INNOVATION-FIRST Principles-lbased middle ground

UsS Japan Singapore UK S. Korea EU
® ® ® ®
No horizontal Al law Permanent sandboxes Al Verify (voluntary) Principles-based Al Basic Act (Jan 2026) Al Act: risk-tiered

Voluntary 20 instances, 139 firms Govt as testing partner Sector regulators apply First comprehensive mandatory compliance

commitments Copyright permits ML Sector sandboxes existing law + AI Al legal framework 25+ mandatory sandboxes
No federal privacy law mining (195 firms) guidance Risk-based but lighter GDPR applies to Al training
Permissive on training Industry-friendly culture Explicit data guidelines  ICO code for Al data
data (2025)
S5.6B federal AI Level 4 AV 73 experiments Explicitly competitive GenAI data Only 13.5% adoption rate
procurement legislation deployed vs EU guidelines issued

Sources: EU AT Act (2024); UK ALl Opportunities Action Plan (2025); S. Korea Al Basic Act (Jan 2026); Singapore NAIS 2.0; Japan METI; US Executive Orders.
ITA analysis, March 2026. Positioning is illustrative and reflects regulatory posture, not quality of outcomes.
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