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Status Quo: Productivity Gap between Europe and US

Main hypothesis

Europe's productivity gap results from joint failure of frontier
innovation and diffusion

Looking forward: How Will Al Affect Productivity Growth?

Estimates for TFP increase in US range from 0.07pp (Acemoglu 2025) to
0.7pp (Aghion and Bunel 2024)

Estimates for TFP increase in Europe range between 0.2 to 0.3pp, but
concern that Europe has weak diffusion and a weak upstream base



Challenges for Al-Driven Productivity Growth in Europe

1 Compute and energy
2 Access to frontier technology
3 Process efficiency

4 New products and services



Challenge 1: Compute and Energy

Europe hosts ~“5% of global Al compute
To match Europe’s economic weight requires 20% of global Al compute

Needs private capital, energy, chips, fast planning and approval,
suitable locations, public support ...

At least part of this compute should be sovereignly controlled —
Europe runs Al applications on US infrastructure, under US jurisdiction



Challenge 2: Access to Frontier Technology (at reasonable prices)

Access to US frontier models can be severed at any point in time

June 2026: Anthropic restricts access to Fable and Mythos, OpenAl restricts access to
ChatGPT 5.6

Two-pronged strategy:
1. Secure access to US frontier models through contractual means,
Employ strategic assets such as ASML, Zeiss ... as strategic leverage

2. Develop EU-frontier technology for sensitive applications (defense,
tax administration ...) for sovereignty reasons
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Challenge 3: Increase Process Efficiency Using Al

Firms in Euro Area: 70% report adoption, but only 7% intensive use of Al
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Source: Chaloupka, Lalinsky and Lopez-Garcia (2026), ECB Blog, 24 June.
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Challenge 4: New Products and Services Based on Al

Innovation of products and services is expected to achieve larger
growth effects than increases in process efficiency

Only 34% of firms currently use Al to create new products or invent
new business models (Deloitte, 2026).

Requires risk capital, regulatory experimentation, integrated digital
market

US: 75 % of global Al VCin 2025, EU27: 6 %



Concluding remarks

Realising productivity gains requires involving society early on
Economist: “The Al backlash is only getting started”

Al policy is more than innovation and growth policy:

it also needs to be labor market and social policy

Is Europe on the right track? Not yet, but it can still get there

It‘s up to us



Thank You for Your Attention



A New World with Al

Alis scaling three times faster than any IT wave

Realized revenue trajectory time-aligned to year zero
$bn/year, adjusted for inflation

$125bn

A 3x faster

$100bn :
than any prior wave

$75bn

Indexing GenAl growth to
. past technology waves risks
Y understating its speed
when modeling:
- Demand projection
- Depreciation schedules
- CapEx paybacks

$50bn

$25bn

$0bn
Year 0 Year 1 Year 2 Year 3
== |nternet (1995) == Mobile apps (2007) == Cloud (2010) == GenAl (2023)
Sources: Exponential View analysis; US Commerce; company filings; UBS; US Bureau of Labor Statistics. 9 15{
Note: We use the first full year of revenues, so have started GenAl measurement from January 2023.



Challenge 1: Compute and Energy

1 | Demand: It's real, big & fast

Leading to growing commitments for compute and energy

Compute & power commitments
Nvidia supply commitments ($bn, left axis) & US load-growth (GW, right axis)

$100bn 200 GW
e Nvidia supply commitments
have grown from $31bn to
$75bn 150 GW .
$95bn in the last year.

T woew © Theextraelectricity the US
grid is expected to need by
2030 has grown ~7x since
2022 (24GW-166GW), with

$25bn 50 GW
data centers accounting for
~55% of this growth.
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Sources: Exponential View analysis; Grid Strategies; Nvidia filings. 18 E
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