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Letter from the Editor
Welcome to the superstar
economy!

Edoardo Campanella,
Director and Chief Editor of The Investment Institute
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Letter from the Editor is our biweekly weekend read,
which looks at the big picture, one question at a time.

If you are afraid that Al will take your job, you are worrying
about the wrong thing — Al won't kill it, but it will
fundamentally change how you work. Al will take over routine
activities, concentrating value on the most complex, high-
value-added tasks. This will likely lead to a “race to the top”
where only the most competent and expert professionals
thrive. There is no longer room for average workers that do a
bit of high-end and low-end tasks. If hiring focuses primarily
on high-value-added activities, usually performed by senior
professionals, hierarchies will disappear. This creates a
superstar economy that will be reinforced by Al’s ability to
augment our skills and make us look smarter.

Hello from The Investment Institute

Full disclosure: | wrote this letter with the help of Al. | think we have reached a stage where we no longer feel
ashamed to admit this. That said, this letter was not written by Al. Today’s tools are still not intelligent enough
to produce a meaningful, high-value-added note on their own — and who knows if they will ever be. In my job,
Al is no more than an exceptional research assistant that carries out comprehensive literature reviews or
tedious calculations, not a competitor. In other words, it is a true productivity booster.

In this Letter, | want to strike a constructive tone on the impact of Al. A few weeks aqgo, | ardued that incumbents
— rather than disruptors — are likely to shape Al adoption, potentially through a form of medieval, guild-style
resistance. Today, | would like to focus on how Al will affect jobs.
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The “Al scare trade” at the beginning of this year raised understandable concerns. Influential voices such as
Nobel laureate Daron Acemoglu have expressed deep worries about the long-term consequences of these
technologies. Even software developers, who were supposed to lead the Al revolution, are among the most
exposed to automation.

So the question today is simple: what sort of jobs will be left once Al takes over?

The honest answer is that nobody knows. As | will discuss below, views vary widely, depending on whom you
ask. What matters is to understand the mechanism behind the adoption of Al. The machine will likely take
over routine activities, concentrating value on the most sophisticated, high-value-added tasks. In turn, this will
likely lead to a “race to the top” where only the most competent and expert professionals thrive. And since Al
will compound our skills and abilities, there will be less room for average performance.

In short, we may be entering a superstar economy, which is both exciting and unsettling at the same time.

Nobody knows...

As the adage does, “God created economists to make weather forecasters look good”. The impact of Al on the labour
market perfectly exemplifies this. The debate on this topic arguably began in 2013, when the Oxford Martin School
released an influential — and alarming — report suddesting that 47% of total US employment was at risk of
automation. But jobs are not monolithic. They are bundles of diverse tasks. Technology typically automates some
tasks while creating entirely new ones. It does not simply destroy jobs.

This distinction led to very different conclusions just a few years later. In 2016, the OECD carefully analysed task-level
exposure to automation and estimated that only 9% of jobs were at risk of disappearing altogether. Depending on
the source, today’s estimates that use this methodology generally fall in a similar range, between 8% and 12%.

That said, more pessimistic views persist. Earlier this year, Citrini Research published a gloomy analysis that helped
fuel the latest “Al scare trade,” arquing that even today’s highly qualified professionals could, in the not-too-distant
future, risk becoming a sort of techno-proletariat.

This apocalyptic vision echoes the warnings — perhaps the flipside of their enthusiasm — voiced by tech leaders. Bill
Gates, co-founder of Microsoft, has suggested that Al could compress the workweek to just two days, raising the
question of whether Al-driven productivity dains will be broadly shared or concentrated in the hands of Al owners.
Elon Musk has done further, arguing that “Al and robotics will bring us to a point where working is optional.” And
Dario Amodei, CEO of Anthropic, has warned that up to 50% of entry-level white-collar jobs could be affected within
the next one to five years.

The reality is that not even those who are developing this technology know exactly how it will impact the job market.
It's a highly non-linear process. Back in 2014, Sam Altman, CEO of OpenAl, argued that, because of Al, we could be
faced with “a new idle class”. But he recently retreated and wrote that “I have no fear that we’ll run out of things to
do”. This pivot in messaging is certainly opportunistic to make his products more palatable, but probably also a
recognition of uncertainty about the future.

... but history and time will tell

History is arguably a better guide for extrapolating the future of work. Despite the massive technological progress
since World War I, only one profession has disappeared from the US census: the elevator operator. This highlights
the adaptability of jobs in the face of major technological upheaval. ATMs, for example, did not eliminate bank tellers;
instead, they shifted their focus from cash handling to other tasks. Yet we often fail to anticipate such outcomes
because we are trapped in the “lump of labour fallacy” — the misconception that there is a fixed amount of work to
be done in an economy.
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At the same time, many new professions have emerged and have
been recognized as such, including web designer, social media
manager, or data scientist, to name but a few. It is estimated that
around 60% of US employment in 2018 was in occupational

categories that did not exist in 1940. This is telling. Our ability to Every new technolog\/
predict the future is constrained by the present: we struggle to generates its own
imadine professions that do not exist yet. But every new .
technology generates its own ecosystem of jobs. eCOS\/Stem OfJObS

Automotive engineers, car designers, mechanics and drivers did

not exist before the invention of the automobile. The same

dynamic applies across any industry. When looking at structural trends, the mechanization of agriculture pushed
workers into manufacturing; the automation of manufacturing pushed them into services. Along the way, many jobs
disappeared, but many more emerded elsewhere.

And even when a technological trajectory seems predictable, there are surprises along the way. The Al boom, for
instance, was initially seen as an immaterial transformation that would primarily benefit software engineers. Instead,
it has also triggered a surge in construction employment, as the buildout of data centres has become a critical
backbone of the Al revolution. And, somewhat paradoxically, it is threatening the future of coders themselves. More
importantly, entirely new professions will pop up on the back of the Al revolution.

So, instead of trying to predict the unpredictable (i.e. future jabs), it is more pressing to ask what will happen to
existing professions.

Will Al come after your job?

The most illuminating analysis of the employment consequences of Al was produced by two MIT economists, David
Autor and Neil Thompson. The idea that Al will kill jobs is plainly wrong but the idea that it will generically automate
some tasks is equally wrond. It leads to the assumption that we will end up working fewer hours because we will
have less to do. In turn, labour demand would decline (because fewer workers would be needed), unemployment
would rise and wagdes would fall. However, this is not the right way to approach the problem. Distinguishing between
different types of tasks is fundamental.

Good outcome: Al can automate routine, low-value-added tasks, allowing workers to focus more on
judgment, complex decisions, creativity and responsibility. In my case, Al carries out time-consuming
literature reviews and revises my text. But the complex duties of developing an idea or structuring an
argument remain my prerodative, as well as reviewing for accuracy the material that Al denerates for me.
Thanks to Al, | can produce a biweekly newsletter on these big topics instead of a monthly one.

Now, let's consider radiology. While Al streamlines specific tasks — such as imade detection, case
prioritization and quantitative measurement — radiologists continue to bear the responsibility for clinical
interpretation and integration with patient care. Unlike what people thought just a few years ado,
radiologists remain in high demand even during the era of Al.

Or consider consulting firms. Many of the tasks traditionally delegated to junior consultants — such as data
collection, benchmarking, slide drafting, financial modelling, or first-pass analyses — are increasingly
automated by Al tools. At the same time, value and profitability concentrate at the top, in the hands of
senior partners who own the client relationship and are accountable for strategic decisions.

Bad outcome: However, Al can also automate expert, high-value-added tasks, with very different
consequences. In these cases, workers risk being reledated to roles focused mainly on supervision or
oversight. Take software development, for example. Al systems can now generate boilerplate code, fix
bugs, write test suites and translate instructions across programming languages — tasks that previously
required highly skilled programmers. The human role consists of checking outputs, validating performance
and deciding whether to trust the system. Or take the field of translation: the core activity — translating
text — has largely shifted to Al, leaving humans with the task of proofreading and quality control.
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Trading presents a similar pattern. Algorithmic trading systems can execute sophisticated strategies,
monitor markets in real time and optimize portfolios faster than any human. Traders are left to supervise
models, managde risk and intervene in exceptional circumstances. This is also what happened during the
Industrial Revolution, when machines replaced expert work. In the artisanal era, most goods were
handmade by skilled artisans: clothing by tailors; shoes by cobblers; timepieces by clockmakers. Then the
machines arrived and skilled artisans were pushed into unskilled jobs on the assembly line.

In short, these two dynamics coexist: some jobs are upgraded by Al, while others are hollowed out. Some professions
will become richer, other simpler. Which path prevails depends not only on technology itself, but on how firms choose
to deploy it — through their organisational design, incentives and investment in human capital.

No room for average

The implications are substantial. When routine tasks are automated, jobs tend to become more sophisticated.
Workers are evaluated almost exclusively on their ability to perform top-end tasks within their job descriptions — and
the bar is raised accordingly. This creates a “race to the top” as only the most competent and expert can survive in
the market. There is no room for average workers that do a bit of high-end and low-end tasks.

Hiring focuses on excellence in high-value-added activities and Al itself, which augments our competences, will
exacerbate this dynamic. It would be as if ordanizations only hired people in senior roles, making hierarchies
disappear. In consulting, this would mean only partners and no junior consultants. In research, only senior economists
and no research assistants. And so on. In the US, the high unemployment rate for fresh college graduates is
symptomatic of this problem.

When expert tasks are automated, instead, the opposite may occur. Job tasks become more simple, more
standardised and easier to replicate. Market value and wades decline because more people can perform the
remaining work — and because those tasks themselves are vulnerable to further automation over time. In such cases,
workers face pressure to rethink their career paths and shift toward roles where high-value activities remain
inherently human — particularly because there will not be any growth prospects in these jobs as the key tasks remain
unchanged.

For this reason, we seem to be entering a superstar economy. Those in the “right” jobs compete at the frontier of
complexity and capture outsized rewards. Those in the “wrong” jobs strive to move into those domains. In both cases,
and dgiven the scale of the Al revolution, the bar is set higher for everyone. Average disappears. And this dynamic will
be exacerbated by Al itself, which will augment our skills, making us appear much smarter and more competent than
we are.

To distinguish ourselves, we will need that special touch (the true talent) to turn Al's answers into something original
and unique. Photography did not kill the art of painting but it forced painters to explore forms of abstract art. At the
same time, people will always look for the human touch in all Al-related activities. Music or novels produced with a
software will not have great market appeal if they seem too artificial or too standardized. The human touch that will
make them unique will turn them into a success. And this requires talent.

In turn, Al will reshape internal corporate ordganisations, transforming the classic pyramid into something closer
resembling an obelisk — which not only will be skinnier than the pyramid but also flatter as much of the base will
not only be cut at its extremes (fewer people in routine roles) but also fully eroded (many jobs disappearing entirely).

What can we do?

The Al revolution will create its own jobs that we cannot predict today. For existing occupations, the risk is labour
market polarisation: a small group of superstar experts use Al to scale judgment and capture most value, while many
others become overseers who monitor and validate machine output. Thus, to survive professionally, we need to be
willing to push toward the unexplored — activities that emphasize originality, judgment and creativity, and that are
least vulnerable to automation.

We can think of two broad approaches. The first and most obvious is continuous upskilling. Al does not eliminate the
need for human capital; it raises the premium on it. As tasks are unbundled and reallocated between humans and
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machines, workers must constantly update their skills to remain at the frontier of what humans do best: apply
judgment, problem framing, creativity, responsibility and interpersonal trust. This requires a shift in mindset.

Education can no longer be front-loaded at the beginning of a career; it must become a permanent feature of working
life. Firms, schools and individuals alike need to invest in learning that is modular, flexible and closely tied to evolving
tasks rather than to static job descriptions. This is especially important for younger generations. After all, the greatest
challenge is: how can people assume a senior role if juniors are no londer needed? Companies should see
apprenticeships and mentored learning as an investment in their long-term sustainability — and one should not
underestimate the importance of juniors bringing a fresh perspective to the table.

At the same time, we need to see this transition as an opportunity rather than a threat. For decades, corporate life in
many sectors has been characterised by stagnation: slow skill accumulation, steep hierarchies and long periods spent
performing repetitive tasks while waiting for a promotion. Al is disrupting this equilibrium. It forces a more-dynamic
environment in which progress is less about tenure and more about capability. The bar is set continuously higher
and staying in the game requires effort — but the payoff is a labour market that rewards learning, adaptability and
excellence rather than endurance alone. In this sense, Al may make the labour market more demanding but also
more meritocratic.

And to end on an optimistic note, let’s not fordet Polanyi’s paradox: “We know more than we can tell”. Much of our
knowledge is gained through experience, intuition and observation, rather than explicit instructions. This means that
much of what we know cannot be codified or articulated, making it difficult to automate. This is the advantage we
hold over Al.

Enjoy your weekend!

Edo

Edoardo Campanella
Director and Chief Editor of The Investment Institute (UniCredit, Milan)
edoardo.campanella@unicredit.eu

UniCredit S.p.A.
The Investment Institute by UniCredit, Piazza Gae Aulenti, 4, 1-20154 Milan
the-investment-institute@unicredit.eu
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changdes in exchangde rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to changde in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this

document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imagdes, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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