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Artificial Intelligence in Healthcare:

Early Results and Future Potential
By Michael O’Keeffe, Chief Investment Officer

We recently discussed how artificial intelligence (Al) is impacting the labor market, may be a

tailwind to deliver durable long-term returns, and is playing a key role in our long-term
investment themes. And today we’re seeing real-world Al healthcare applications emerge.

Clinicians are using Al tools to check drug interactions and analyze medical images, and early
research shows the potential for faster diagnoses and improved precision medicine. While these
uses of Al are promising, further adoption will depend on trust, regulation, and integration with
existing systems. In this Sight|Lines, we discuss Al applications in healthcare.

THE TAKEAWAY: HEALTHCARE IS AN EARLY ADOPTER OF Al

Al applications are quickly transforming the healthcare industry. In summary:

e Many clinicians are adopting Al, but the pace and depth of adoption vary by task.

e Alis very effective at analyzing images — a natural application that helps clinicians
improve efforts to identify abnormalities.

e When a patient needs several medications for different conditions, understanding the
potential drug interactions is important — and Al is helping.

e Many doctors are wary of new tools when it comes to making decisions, and adoption will
happen at a measured pace, as the applications are validated and regulations evolve.

e Potential applications in precision medicine and drug discovery are promising.
e Al has the potential to improve healthcare access in areas with limited care.

e Integrating Al into workflows and electronic health records (EHR) systems could offer
measurable and clear improvements.

e More generally, the pace of Al deployment in healthcare may be slowed by regulation,
governance, and an appropriate focus on privacy.
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IN-DEPTH: THE HEALTHCARE SECTOR IS AN EARLY Al ADOPTER, WITH MEANINGFUL
UPSIDE POTENTIAL DESPITE GUARDRAILS AND INTEGRATION CHALLENGES

Al applications are being used actively in both clinical and research settings, but regulation and privacy issues
must be addressed to scale the use of current applications and new ones. Going deeper:

e (linician adoption is underway, but depth varies by task:
O ~76% of clinicians have used a clinically oriented Al tool at least once.
e Alis very effective at analyzing images, helping clinicians improve results:
0 ~21% of clinicians use Al to analyze medical images today.
o ~56% expect all medical images to be Al-analyzed for abnormalities within two to three years.
o New stroke analysis software appears two times as accurate as humans on certain brain scans.
e Alis helping doctors better understand medication interactions and safety:
O  ~30% of clinicians use Al tools to identify drug interactions.
e Doctors are wary of new tools when it comes to making decisions:
o ~16% of clinicians are actively using Al tools for clinical decision support today.
o Adoption will happen at a measured pace, as validation takes time and regulations evolve.
e Potential applications in precision medicine and drug discovery are promising, especially for longevity:
o Al models may detect early signs of more than 1,000 diseases before symptoms appear.
o Al-enabled precision medicine and accelerated drug discovery are early stage, but credible.
e Al has the potential to improve healthcare access in areas where services are hard to come by:
o The World Economic Forum estimates ~4.5 billion people lack access to essential healthcare.
o Al paired with clinicians may be a scalable model for these regions.
e Alintegration into workflow and EHR systems will offer improvements that are measurable and clear:
o We expect double-digit improvements in the “throughput” of clinical workflows.
o Systems may process thousands of records per day with reduced error rates.
e Regulation, governance, and privacy considerations may lessen the pace of Al deployment in healthcare:
o Regulators like the Food and Drug Administration treat many Al tools as software as a medical
device, requiring validation, documented data, and monitoring.
© Hospitals must guard protected health information and integrate with legacy EHRs, with clinicians
favoring support tasks (e.g., drug interaction, imaging) over full clinical decisions.

CONCLUSION
We recently discussed how Al is impacting the labor market and may help deliver durable long-term returns. This

is particularly true in healthcare today, as real world Al applications are emerging. Clinicians use Al tools to check
drug interactions and analyze medical images. Early research shows the potential for faster diagnoses and
improved precision medicine. While these uses of Al are quite promising, further adoption and scaling will depend
on professionals developing more trust, navigating regulation, and integrating Al into existing systems.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors. There is no guarantee that the
figures or opinions forecasted in this report will be realized or achieved. Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times,
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated with international
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility
than investing in more developed countries. Due to their narrow focus, sector-based investments typically exhibit greater volatility. Small company stocks are
typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies. Property values can fall
due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies. When
investing in bonds, it is important to note that as interest rates rise, bond prices will fall. Investing involves risks, including the possible loss of principal
invested. Past performance is no guarantee of future results. The Standard & Poor’s 500 index is a capitalization-weighted index that is generally considered
representative of the U.S. large capitalization market. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on
the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE index (Europe, Australasia, and
the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding
the U.S. and Canada. VIXis a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied
volatility of S&P 500 index options. Index returns include the reinvestment of dividends but do not include adjustments for brokerage, custodian, and
advisory fees. The small business optimism index is compiled from a survey that is conducted each month by the National Federation of Independent
Business (NFIB) of its members. The index is a composite of ten seasonally adjusted components based on questions on the following: plans to increase
employment, plans to make capital outlays, plans to increase inventories, expect economy to improve, expect real sales higher, current inventory, current job
openings, expected credit conditions, now a good time to expand, and earnings trend. Indices are unmanaged and are not available for direct investment.
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