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By Mauricio Viaud 
PM and Senior Investment Strategist 

Insigneo 

Scouting Potential Players in 

the Artificial Intelligence 

Industry 
 

Whether we are talking about soccer, American 

football, baseball or basketball, most professional 

sports teams, tend to have “scouts” looking for the 

next Lionel Messi and Tom Brady. Some teams 

even have “feeder-schools”, developing the next 

generation of talent. The practice of scouting or 

developing a list of prospects is also useful in the 

world of investing. Whether it is athletes or stocks, 

such a grouping of prospects, by definition, is one 

that is worth keeping a close eye on to consider 

for the future.  

 

In our Monthly publication issued last week, we 

addressed the question: “Are we in a bubble?” Our 

conclusion was that, although we do not believe 

that the general market is in a bubble, a small 

subset of stocks in the AI industry could be 

approaching bubble territory. Additionally, we also 

stated that, in light of the recent rally, we would not 

be surprised by a 10% to 15% pullback in the 

general market, as such pullbacks are normal 

occurrences, particularly after strong rallies. 

However, much like professional sports teams 

constantly scout for talent, we also value the 

importance of staying ahead of the game. As a 

result, we have compiled a stable of companies in 

the AI industry that, although may appear 

expensive at the time, could potentially be 

attractive investment ideas after a market pullback, 

after their valuations reach more reasonable levels. 

https://insigneo.com/pdf/publishing/MarketCommentary/MarketCommentary_2024_03_English.pdf
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We have divided these companies into two groups, 

the “enablers” of AI that allow for the technology to 

develop, and the “users” that are benefiting from 

this technology. The group of companies below is 

only a small sample set of ideas and is by no 

means exhaustive, as there are many other 

companies that could be meaningful beneficiaries 

of the Artificial Intelligence revolution. 

 

The Enablers 

 
Taiwan Semiconductor Manufacturing (TSM): 

Taiwan Semiconductor is one of the world’s 

leading manufacturers of chips used across 

various industries. It is estimated that the company 

produces as much as 30% of the semiconductors 

on the planet and is expected to control as much 

as 90% of the AI chip supply industry.  Although it 

is already a dominant player in the High-Power 

Computing chip end market, JP Morgan expects 

that approximately 25% of the company’s 

revenues will stem from the AI industry by 2027. 

TSM is also well positioned from a financial 

standpoint, with strong cash flow, and operating 

margin metrics, as well as a reasonable level of 

debt. Additionally, the company trades at 

reasonable valuation levels in the 20x range, lower 

than its industry peers.  

 

ASML Holding NV (ASML): Based in the 

Netherlands, ASML is a global leader in the 

manufacturing of equipment used to created 

semiconductor products used for Artificial 

Intelligence. The company is the undisputed leader 

in EUV (Extreme Ultraviolet) lithography, a 

technological process that etches the complex 

circuitry required by advanced semiconductors 

onto semiconductor wafers. Much like Taiwan 

Semi above, ASML provides the building blocks 

used by companies like Nvidia to manufacture their 

end-products. With little competition in this 

specific niche, the company is experiencing 

exponential growth in earnings and revenues. At 

the same time, ASML also enjoys a high degree of 

financial stability, with strong cash flow, and 

operating margin metrics, as well as a reasonable 

level of debt. However, because of its dominance 

of this specific niche, the stock trades at 42x 

earnings, representing a 30% premium to peers.  

 

Cadence Systems (CDNS): Cadence Systems 

provides software technology and consulting 

services used in design automation. The company 

is a leading provider of software design solutions 

used in different end markets, such as 

semiconductor design. In fact, Cadence is a leader 

in the Electronic Design Automation and 

Semiconductor Intellectual Property industries, two 

key sub-industries in the development of Artificial 

Intelligence.  As one of the best positioned 

companies in this space, its strong backlog and 

quarterly bookings also provide a degree of 

stability for future revenues. Much like TSM and 

ASML above, CDNS is also well positioned from a 

financial standpoint, with strong cash flow, and 

operating margin metrics, as well as a reasonable 

level of debt. However, as a leader in its space, the 

stock trades at 49x earnings, representing a 45% 

premium to peers.  

 

Broadcom (AVGO): Broadcom manufactures 

devices used in the semiconductor industry. In a 

nutshell, Broadcom manufactures the technology 

infrastructure such as processors, controllers, 
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sensors, storage and other devices needed by 

semiconductors. The company’s diversified 

product base makes it an important player in the AI 

revolution, with revenue streams stemming from 

various end markets. In fact, Wall Street expects 

that Broadcom’s AI-related revenues could reach 

$10 billion in fiscal year 2024. Additionally, the 

company appears to be on solid financial footing, 

with strong operating cash flow and operating 

margin metrics. Its relatively high level of debt is 

something that we continue to monitor but 

appears manageable at this point. Trading at 25x 

earnings, the stock trades at a discount to its 

industry peer group. 

 

The Users 

 
Salesforce (CRM): CRM is a cloud-based software 

company with a strong presence in data 

management. In its most recent quarterly earnings 

report, the company announced a push further into 

the AI industry, as it is looking to combine its data-

cloud and AI solutions into one offering. In fact, 

recent customer survey research conducted by 

Wells Fargo showed that CRM’s customers expect 

to increase their spending on the company’s 

services as a result of its growing exposure to AI, 

which should translate into increased revenues for 

Salesforce. From a cashflow perspective, the 

company stands on solid financial footing, with a 

strong cash position and operating cash flows. 

From a valuation perspective, trading at 31x 

earnings, CRM trades in line with industry peers. 

 

Snowflake (SNOW): Snowflake is a cloud-based 

data management company. One of the 

company’s main competitive advantages is the 

high degree of scalability in its services, increasing 

the size of its potential end markets. JP Morgan 

recently named the company a “disruptor” in the 

cloud data management market, particularly the 

nascent Data Cloud industry. The company 

recently announced the retirement of its CEO, 

Frank Slootman, who was well known in the 

industry. That being said SNOW’s new CEO will be 

Sridhar Ramaswamy, Snowflake’s ex-head of AI 

research, who has already emphasized the 

company’s strong push into AI in the future.  

Snowflake has high levels of cash generation and 

low levels of debt. However, trading at a P/Free 

Cash Flow Basis of 60x, the stock trades at a high 

premium relative to peers.  

 

Globant (GLOB): Globant is a pure-play company 

in the Digital IT Services industry. Exposed to fast 

growing end-markets across various industries, 

Globant’s modular business model allows it to have 

flexibility and client-focused customization. There 

are a number of IT Services companies that will 

likely be increasing their use of AI. However, we 

believe that Globant’s modular business model will 

allow it to set itself apart from the competition 

when utilizing AI to enhance its service offering.  

Additionally, as a leading user of AI in Latin 

America, it is also a beneficiary of increased near 

shoring in the region. The company is seeing 

increasing operating and free cash flow metrics, 

and trading at 32x earnings, it trades in line with 

industry peers. 

 

Palantir Technologies (PLTR): Palantir develops 

software used in the analysis and aggregation of 

data. Approximately 55% of the company’s 

revenues stem from government contracts, with 
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the balance coming from commercial end-market 

demand. Revenues in domestic commercial end-

markets grew 70% in 2023, a trend that could 

remain in place, given the company’s strong push 

into AI. Its government business line appeared to 

slow a bit last year, but limited competition in this 

end market could also lead to further revenue 

growth over time. From a financial perspective, 

Palantir appears to be well positioned, with strong 

cash flow, and operating margin metrics, as well as 

a reasonable level of debt. However, trading at a 

P/Free Cash Flow Basis of 45x, the stock trades at 

a high premium relative to peers. 

 

As evidenced on previous pieces we have written, 

(Quarterly Call Q1 2024, Quarterly Call Q3 2023, 

Quarterly Call Q2 2023), we believe that the 

Artificial Intelligence revolution is here to stay, 

creating significant impacts on the markets, the 

economy, and the world. That being said, we are 

not advocating going out and chasing these 

stocks higher at this time, as many appear 

extended and trade at high valuations, potentially 

leaving them vulnerable to pullbacks in the market. 

On the contrary, this group of stocks is simply 

intended to provide a possible “shopping list” of 

ideas that investors looking to get exposure to the 

AI industry could consider as potential investments 

after a drop in the market, when these stocks 

trade at more reasonable valuations.  

 

As always, it is also important to consider that the 

individual equities mentioned here can exhibit high 

degrees of volatility and are not suitable for every 

investor. These investments are best considered 

on a case-by-case basis, based on a particular 

investor’s willingness and ability to tolerate risk. If 

you need more information or would like to discuss 

these or other potential ideas in more detail, please 

do not hesitate to contact your financial advisor. ■ 

 

 

 
Click or scan this code to access more 

insights at insigneo.com/insights

 

 

 

 

https://insigneo.com/pdf/publishing/MarketCommentary/MarketCommentary_2024_01_English.pdf
https://insigneo.com/pdf/publishing/MarketCommentary/MarketCommentary_2023_07_English.pdf
https://insigneo.com/pdf/publishing/MarketCommentary/MarketCommentary_2023_04_English.pdf
https://insigneo.com/insights


 

 
MARKET COMMENTARY | WEEKLY DISPATCH | March 15th, 2024 

 

 - Page 5 of 5-  

Important Legal Disclaimer 
 
 

Insigneo Financial Group, LLC comprises a number of operating 
businesses engaged in the offering of brokerage and advisory 
products and services in various jurisdictions, principally in Latin 
America. Brokerage products and services are offered through 
Insigneo International Financial Services, LLC, headquartered in 
Puerto Rico, and through Insigneo Securities, LLC, headquartered 
in Miami. Both are members of the Financial Industry Regulatory 
Authority (FINRA) and Securities Investors Protection Corporation 
(SIPC) https://www.sipc.org/. Investment advisory products and 
services are offered through Insigneo Advisory Services, LLC, an 
investment adviser registered with the Securities and Exchange 
Commission. In Uruguay, advisory services are offered through 
Insigneo International Asesores de Inversion Uruguay, SA, Insigneo 
Asesores de Inversion Latam, SRL, and Insigneo Asesores de 
Inversion de Uruguay, SRL, in Argentina through Insigneo 
Argentina, SAU, and in Chile through Insigneo Asesorias 
Financieras, SPA. Collectively, these eight operating businesses 
make up the Insigneo Financial Group. To learn more about the 
Broker Dealers including their conflicts of interest and 
compensation practices, please go to 
https://insigneo.com/disclosures/ or via www.finra.org. To learn 
about Insigneo Advisory Services, LLC and any conflicts related to 
its advisory services, please see its Form ADV and brochure which 
can be found at Investment Advisor Public Disclosure website 
https://adviserinfo.sec.gov/ 
 
FOR AFFILIATES LOCATED IN CHILE 
Insigneo Asesorías Financieras SPA se encuentra inscrito en Chile, 
en el Registro de Prestadores de Servicios Financieros de la 
Comisión para el Mercado Financiero. Este informe fue efectuado 
por área de Research & Strategy de Insigneo Securities LLC. o sus 
proveedores, en base a la información disponible a la fecha de 
emisión de este. Para evitar cualquier conflicto de interés, Insigneo 
Securities LLC dispone que ningún integrante del equipo de 
Research & Strategy tenga su remuneración asociada directa o 
indirectamente con una recomendación o reporte específico o con 
el resultado de una cartera. 
 
Aunque los antecedentes sobre los cuales ha sido elaborado este 
informe fueron obtenidos de fuentes consideradas confiables, no 
podemos garantizar la completa exactitud e integridad de estos, 
no asumiendo responsabilidad alguna al respecto Insigneo 
Securities LLC, Insigneo Asesorías Financieras SPA ni ninguna de 
sus empresas relacionadas. 
 
Este material está destinado únicamente a facilitar el debate 
general y no pretende ser fuente de ninguna recomendación 
específica para una persona concreta. Por favor, consulte con su 
ejecutivo de cuentas o con su asesor financiero si alguna de las 
recomendaciones específicas que se hacen en este documento 
es adecuada para usted. Este documento no constituye una oferta 
o solicitud de compra o venta de ningún valor en ninguna 
jurisdicción en la que dicha oferta o solicitud no esté autorizada o 
a ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. 
Las inversiones en cuentas de corretaje y de asesoramiento de 
inversiones están sujetas al riesgo de mercado, incluida la pérdida 
de capital. 
 

La información base del presente informe puede sufrir cambios, no 
teniendo Insigneo Securities LLC ni Insigneo Asesorías Financieras 
SPA la obligación de actualizar el presente informe ni de comunicar 
a sus destinatarios sobre la ocurrencia de tales cambios. Cualquier 
opinión, expresión, estimación y/o recomendación contenida en 
este informe constituyen el juicio o visión de área de Research & 
Strategy de Insigneo Securities LLC. o sus proveedores, a la fecha 
de su publicación y pueden ser modificadas sin previo aviso. 
 
FOR AFFILIATES LOCATED IN URUGUAY 
En Uruguay, los valores están siendo ofrecidos en forma privada 
de acuerdo al artículo 2 de la ley 18.627 y sus modificaciones. Los 
valores no han sido ni serán registrados ante el Banco Central del 
Uruguay para oferta pública. 
 
 
FOR AFFILIATES LOCATED IN ARGENTINA 
Insigneo Argentina S.A.U. Agente Asesor Global de Inversión se 
encuentra registrado bajo el N° 1053 de la Comisión Nacional de 
Valores (CNV) e inscripto ante la Inspección General de Justicia 
(IGJ) bajo el N° 12.278 del Libro 90, Tomo –, de Sociedades por 
Acciones. Este informe fue efectuado por área de Research & 
Strategy de Insigneo Securities LLC. o sus proveedores, en base a 
la información disponible a la fecha de su emisión. Para evitar 
cualquier conflicto de interés, Insigneo Securities LLC dispone que 
ningún integrante del equipo de Research & Strategy tenga su 
remuneración asociada directa o indirectamente con una 
recomendación o reporte específico o con el resultado de una 
cartera. Aunque los antecedentes sobre los cuales ha sido 
elaborado este informe fueron obtenidos de fuentes consideradas 
confiables, no podemos garantizar la completa exactitud e 
integridad de estos, no asumiendo responsabilidad alguna al 
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni 
ninguna de sus empresas relacionadas. La información base del 
presente informe puede sufrir cambios, no teniendo Insigneo 
Argentina S.A.U. la obligación de actualizar el presente informe ni 
de comunicar a sus destinatarios sobre la ocurrencia de tales 
cambios. 
 
 
Este material está destinado únicamente a facilitar el debate 
general y no pretende ser fuente de ninguna recomendación 
específica para una persona concreta. Por favor, consulte con su 
ejecutivo de cuentas o con su asesor financiero si alguna de las 
recomendaciones específicas que se hacen en este documento 
es adecuada para usted. Este documento no constituye una oferta, 
recomendación o solicitud de compra o venta de ningún valor 
negociable en ninguna jurisdicción en la que dicha oferta o 
solicitud no esté autorizada o a ninguna persona a la que sea ilegal 
hacer dicha oferta o solicitud. Las inversiones en valores 
negociables están sujetas al riesgo de mercado, incluida la pérdida 
parcial o total del capital invertido. Cualquier opinión, expresión, 
estimación y/o recomendación contenida en este informe 
constituyen el juicio o visión de área de Research & Strategy de 
Insigneo Securities LLC. o sus proveedores, a la fecha de su 
publicación y pueden ser modificadas sin previo aviso 

https://www.sipc.org/
https://insigneo.com/disclosures/
http://www.finra.org/
https://adviserinfo.sec.gov/

