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Sustainability-related risks in investing in

Artificial Intelligence

Harris | Oakmark categorizes our exposure to Artificial
Intelligence (Al) into three groups: (1) tfechnology- and
data-driven businesses; (2) technology revenue bene-
ficiaries; and (3) companies where Al is expected to
have a significant secondary impact. In our fundo-
mental analysis, we consider sustainability-related Al
risks where they are material to long-term value crea-
tion, cost structures, or a company’s overall risk profile.

Three key Al related sustainability risks that we are
monitoring are (1) energy and water use associated
with data centers; (2) supply chain impacts related to
Al hardware and infrastructure; and (3) responsible Al
governance.

Energy and water use associated with data centers

Data centers are significant consumers of electricity,
and Al-driven computing demand has materially in-
creased long-term power consumption forecasts. For
example, Goldman Sachs projects global data center
power demand to grow by approximately 220% in
2030 relative to 2023 levels. Roughly 60% of this incre-
mental demand is expected to originate in the United
States, confributing approximately two percentage
points of its 3.2% U.S. power demand compound an-
nual growth rate (CAGR) through 2030'.

This rapid growth has increased scrutiny from policy-
makers and regulators, particularly around electricity
affordability and grid reliability. Rising data center de-
mand is likely to be met through a combination of en-
ergy solutions. Grid-connected power confinues to
present both optfimization and cost benefits, but in-
creasingly faces challenges, including delays in secur-
ing capacity and transmission connections, as well as
load management restrictions. As a result, off-grid or
behind-the-meter solutions, such as on-site generation,
energy storage, or power management systems, may
help mitigate political risk and reduce time to market.
A survey cited by Morgan Stanley Research found that
92% of data center projects are currently being de-
layed by ufility capacity or transmission constraints3.

Where material, we consider the source, cost and reli-
ability of power supply for data centers within our fun-
damental analysis. This may influence margin

assumptions, capital expenditure requirements and
assessments of execution risk. We may also consider
the impact of rising data center power demand on a
company's greenhouse gas emissions targets and de-
carbonization pathways.

Beyond energy intensity, water availability for cooling,
manufacturing and energy generation remains a key
area of debate. This is particularly relevant in regions
experiencing high or exireme water stress, where UBS
estimates that approximately 50% of traditional data
centers are currently located2. The same Morgan
Stanely survey identified water availability as a con-
straint in data center development in 73% of casess.
We therefore may monitor the geographic location of
data centers to assess potential operational risks aris-
ing from water scarcity.

Supply chain impacts of Al hardware

As part of our analysis, geopolitical and sustainability
risks embedded within a company's supply chain are
considered. Al hardware and data center infrastruc-
ture depend on critical materials such as copper, alu-
minum, and rare earth elements, all of which may be
subject to supply constraints stemming from geopoliti-
cal tensions or concenfrated production regions.

For companies with supply chains exposed to
higher-risk or politically uncertain jurisdictions, we may
reflect risks through higher discount rates, adjustments
tfo a company’s risk rating, or additional due diligence,
which can influence our intrinsic value. Where appro-
priate, we engage directly with management to bet-
ter understand risk identification and mitigation efforts.

We recently have undertaken a human rights assess-
ment of an Al infrastructure supplier and engaged with
management on its approach to mitigating human
rights and modern slavery risks within its operations and
supply chain.

Responsible Al governance

Clear management accountability, relevant expertise
and robust board-level oversight are critical for com-
panies with significant Al exposure.
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In 2025, Al governance emerged as an important
proxy and engagement theme, with shareholder pro-
posals submitted at companies including Amazon,
Lyft, Alphabeft, Berkshire Hathaway, Apple, and Meta.
These proposals sought enhanced board oversight,
greater fransparency and accountability, clearer
frameworks for ethical governance, human rights con-
siderations, and responsible data sourcing.

We view robust Al governance as increasingly relevant
to managing regulatory risk, protecting corporate rep-
utation, and supporting the durability of long-term
competitive advantages as Al adoption accelerates.

Conclusion

While Al-exposed companies may face sustainability
related risks, we believe many can also benefit mean-
ingfully from the technology through improved effi-
ciency, innovation, and profitability, particularly when
Al is deployed within an ethical framework and sup-
ported strong governance. Although our direct expo-
sure remains limited, we assess both risks and opportu-
nities through bottom-up fundamental analysis and,
where relevant, company engagement.

We also see potential for Al to enhance responsible in-
vestment practices more broadly, including improved
screening and monitoring of controversial activities,
more efficient ESG reporting, and the optimization of
ESG data analysis and scoring.
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discipline to construct concentrated portfolios designed
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cles. The firm's investment solutions span U.S., global and
international equities, and fixed income — and are offered
in various vehicles spanning mutual funds, SMAs, LPs, CITs
and actively managed ETFs.

Harris Oakmark.

Porifolio holdings are subject to change without notice and
are not intended as recommendations of individual stocks.
Past performance is no guarantee of future results. Investing
involves risk including potential loss of principal. There can be
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ates L.P. as of the date written and are subject to change
without notice. This content is not a recommendation of or
an offer to buy or sell a security and is not warranted to be
correct, complete or accurate. The specific securities iden-
fified and described in this report do not represent all the se-
curities purchased, sold or recommended to advisory clients.
There is no assurance that any securities discussed herein will
remain in an account’s portfolio at the time one receives this
report or that securities sold have not been repurchased. It
should not be assumed that any of the securities, fransac-
tfions or holdings discussed herein were or will prove to be
profitable.

All information provided is as of 03/31/2026 unless otherwise
specified.
GEN-5136RI-05/27

Sources

1. https://marguee.gs.com/content/research/en/re-
ports/2026/03/09/7090b7a7-c43f-41d0-a949-954b3619f20e.html

2.  https://neoc.ubs.com/shared/d2kQRINYA14zL/2did=AC7-S--
28215681780ff id=AC7-S-
68541200921618ma=Y68595A784757426 A&camp id=EM:UNKW:20
25-09:26:SmartEmail

3. https://ny.matrix.ms.com/eqgr/article/webapp/54e4246c-b8f9-
11f0-a4e9-
13dd0cf82def2t=1762882599:8149:14327:acbal1c0882e9&m=18&ch
=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tZClie-
XIKLWNKZMEtMjk2NDKSMS TwY2RmaXJlcy14ZHF4eXduMXA 1 a2irbH
Ré6ZmMIwcXZAbXMuc3RYyZWVOY29udHhOLMSIdA==



https://marquee.gs.com/content/research/en/reports/2026/03/09/7090b7a7-c43f-41d0-a949-954b3619f20e.html
https://marquee.gs.com/content/research/en/reports/2026/03/09/7090b7a7-c43f-41d0-a949-954b3619f20e.html
https://neo.ubs.com/shared/d2kQRfNYA14zL/?did=AC7-S--282156817&off_id=AC7-S-6854120092161&ma=Y68595A784757426A&camp_id=EM:UNKW:2025-09:26:SmartEmail
https://neo.ubs.com/shared/d2kQRfNYA14zL/?did=AC7-S--282156817&off_id=AC7-S-6854120092161&ma=Y68595A784757426A&camp_id=EM:UNKW:2025-09:26:SmartEmail
https://neo.ubs.com/shared/d2kQRfNYA14zL/?did=AC7-S--282156817&off_id=AC7-S-6854120092161&ma=Y68595A784757426A&camp_id=EM:UNKW:2025-09:26:SmartEmail
https://neo.ubs.com/shared/d2kQRfNYA14zL/?did=AC7-S--282156817&off_id=AC7-S-6854120092161&ma=Y68595A784757426A&camp_id=EM:UNKW:2025-09:26:SmartEmail
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==
https://ny.matrix.ms.com/eqr/article/webapp/54e4246c-b8f9-11f0-a4e9-13dd0cf82def?t=1762882599:8149:14327:acba1c0882e9&m=1&ch=CDF%20Research%20ISG%20Autoblast#e=dHJhY2tlZC1ieXJkLWNkZmEtMjk2NDk5MS1wY2RmaXJlcy14ZHF4eXduMXA1a2IrbHR6Zm1wcXZAbXMuc3RyZWV0Y29udHh0Lm5ldA==

	Sustainability-related risks in investing in Artificial Intelligence



