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ALTERNATIVE THINKING ABOUT INVESTMENTS

Welcome to Morgan Creek Digital's digital asset update. It is comprised of a thought piece
from our team. We hope you find this content interesting. Please let us know if you have any
comments or questions or if you would like to speak to a member of the Morgan Creek

Digital team.

The Rise of Sovereign Al:
Nations Vie for Leadership in Al Inference and Influence

Over the past decade, nations have moved toward abandoning the once-glorified
globalization era to a more fragmented, protectionist alternative. As geopolitical
tensions rise, governments have increasingly prioritized safeguarding technical
infrastructure for national economic security and reducing dependency on foreign
supply chains. For example, countries are investing billions to build domestic
manufacturing capabilities of semiconductors, which are essential for everything from
smart devices to military weaponry (Read our Zech Wars Newsletter). Other examples
include the unprecedented vigilance and monitoring of undersea cables or submarine
communication cables, which carry 95% of global internet traffic for communications

and power transmission.! The race for 5G supremacy is yet another example of the
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critical need for self-reliance. Countries like the United States and China heavily invest

in their 5G infrastructure to avoid dependence on potentially “adversarial” powers.? In
short, nations have long invested in domestic infrastructure to advance their economies
and as a tool for geopolitical influence. The latest battleground for control is Sovereign
Artificial Intelligence (Al).

Sovereign Al refers to a nation's ability to build and train AI models using its hardware,
infrastructure, data, and workforce, and it is a direct extension of the de-globalization
narrative. Each nation has its priorities—the United States’ focus has been bolstering
its Al private and public investments, including the CHIPS Act, to protect intellectual

property and limit tech exports3; whereas China aims to lead Al investments globally

by 2030, focusing on smart city and surveillance technologies.4 The European Union

has prioritized ethical Al and privacy and reduced dependence on U.S. and Chinese

firms.>

Perhaps the most significant trend of countries is constructing essential infrastructure
for Al production, often referred to as inference data centers, where training data
comes in and intelligence comes out. These centers support next-generation high-
performance computing, hosting a full stack of hardware and software solutions to
accelerate computationally intensive Al tasks. Nations are employing several different
approaches to building local capacity. Some procure sovereign Al clouds with state-
owned utilities offering operational support and resources. Others are sponsoring
regional cloud partners for public and private-sector use of Al computing.

For example, Norway’s Earth Wind & Power aims to develop Europe's first vertically
integrated AI Compute Center by deploying Groq's LPU Inference Engine to generate
energy-efficient and cost-effective Al applications, in contrast to energy-intensive GPU

clusters.® The joint venture aims to democratize access to Al and support European
developers with GDPR-compliant infrastructure. Similarly, in Saudi Arabia's private
energy sector, Aramco Digital is partnering with Groq to build one of the largest Al
Inference-as-a-Service infrastructures in the MENA region, with capacity for domestic

and global demand.”

In addition, Japan is working with NVIDIA to develop models for the Japanese
language, upskill its labor force, and increase the use of Al for climate and natural

disaster response teams.® Applying the Public-Private partnership (PPP) model is
rewarding industry giants like SoftBank Corp. On the other hand, Singapore is
supporting several independent Al initiatives, such as updating its National

Supercomputer Center (NSCC) in collaboration with NVIDIA.? Additionally, two
language models—Llama-3-Swallow-70B for Japanese and Llama-3-Taiwan-70B for
Mandarin—are part of NVIDIA's four new NVIDIA NIM microservices, which are
intended to make it easier to develop and implement generative Al systems suited to

regional needs. !°

Sovereign Al could represent a philosophical turning point that potentially redefines
power, autonomy, and ethics. Localized and culturally contextualized Al systems can
align with a nation’s local values, laws, and nuances—reflecting a world where nations
leverage Al to extend their influence and secure their interests. This pursuit raises
critical questions about the entity of Al that reciprocally influences and is influenced
by societal norms, who controls the data, and who sets standards. And, of course, from
our perspective, the rise of localized and specific use cases, regardless of nations’
motivations, creates opportunities for agile private companies to develop a myriad of




regional solutions, a trend we will continue to watch closely.
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Important Disclosures

The above information reflects the opinions of Morgan Creek Digital as of the time this is written and all such
opinions are subject to change. No representation or warranty, express or implied, is given by Morgan Creek Digital
as to the accuracy of such opinions, and no liability is accepted by such persons for the accuracy or completeness of
any such opinions.
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No Warranty
Neither Morgan Creek Capital Management, LLC nor Morgan Creek Digital warrants the accuracy, adequacy,
completeness, timeliness, or availability of any information provided by non-Morgan Creek sources.

This information is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund
managed by Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any
state or jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification
under the laws of such state or jurisdiction. Alternative investments involve specific risks that may be greater than
those associated with traditional investments.

Forward-Looking Statements

This presentation contains certain statements that may include "forward-looking statements" within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements,
other than statements of historical fact, included herein are "forward-looking statements." Included among
"forward-looking statements" are, among other things, statements about our future outlook on opportunities based
upon current market conditions. Although the company believes that the expectations reflected in these forward-
looking statements are reasonable, they do reflect all assumptions, risks and uncertainties, and these expectations
may prove to be incorrect. Actual results could differ materially from those anticipated in these forward-looking
statements as a result of a variety of factors. One should not place undue reliance on these forward-looking
statements, which speak only as of the date of this discussion. Other than as required by law, the company does not
assume a duty to update these forward-looking statements. Past performance is no guarantee of future results. The
illustrations are not intended to predict the performance of any specific investment or security.

General

This is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund managed by
Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any state or
jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification under
the laws of such state or jurisdiction. Any such offering can be made only at the time a qualified offeree receives a
Confidential Private Offering Memorandum and other operative documents which contain significant details with
respect to risks and should be carefully read. Neither the Securities and Exchange Commission nor any State
securities administrator has passed on or endorsed the merits of any such offerings of these securities, nor is it
intended that they will. This document is for informational purposes only and should not be distributed.

Risk Summary

Interests in the Morgan Creek Digital Fund IV, LP ("Fund") are speculative and involve a significant degree of risk.
Cryptocurrencies and related businesses have limited performance histories, can be extremely volatile, and are not
subject to many of the regulatory oversights over which other investable assets are subject. An investment in the
Fund is suitable only for sophisticated investors and requires the financial ability and willingness to accept the high
risks and limited liquidity inherent in the Units.

There can be no assurance that the Fund will be successful or that losses will not be incurred by the Fund. Each
investor in the Fund must have the ability to bear the risk of loss of their entire investment and must be prepared to
bear such risks for an extended period of time. Investors are strongly urged to consult with their professional
advisors and to carefully review the risk prior to investing.

Performance Disclosures

There can be no assurance that the investment objectives of any fund managed by Morgan Creek Capital
Management, LLC will be achieved. Past performance is not indicative of the performance that any fund managed
by Morgan Creek will achieve in the future. Although Morgan Creek Capital Management, LLC has been presented
with co-investment opportunities in the past, there can be no assurance that Morgan Creek will be presented with
similar opportunities in the future. Further, there can be no assurance that co-investment opportunities will be
available in the future.
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