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The Middle Market:
The Al Boom's Quiet Winners

Why the biggest beneficiaries of the Al boom may not be the model builders,
and why the middle market may be the most competitive engine in the economy.

88% 200K+ $13T

of organizations now use Al in at least U.S. middle-market companies ($10M-$1B in combined annual revenue generated
one business function — adoption is no in revenue) — the largest concentration of by the U.S. middle market — roughly
longer a differentiator, deployment is. Al-deployable operators in the economy. one-third of private-sector GDP.
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n 1869, the businesses that captured the most enduring economic value from the transcontinental
railroad were not the railroads themselves. Those were brutally competitive, ruinously capital-intensive,
and frequently bankrupt. The durable winners were the manufacturers, merchants, and agricultural
producers who could suddenly move goods coast to coast at a fraction of the prior cost. A century and a
half later, the same pattern may be unfolding with artificial intelligence, and the implications for investors
in the middle market are larger than the headlines suggest.

The conventional way to invest in a technology wave is to back the companies building the technology
itself. Yet in most prior general-purpose technologies, from electricity to the internet, the most durable
economic value accrued not to the builders of the core infrastructure, but to the businesses that used it to
do something better, faster, or cheaper than before. If that pattern holds for artificial intelligence, the
highest-quality Al exposure in private markets may not sit in venture-stage model developers competing
for the next foundation-model crown, but in the Al middle market: well-managed companies that can
deploy Al to compress costs, augment human judgment, and accelerate organic growth.

The numbers are starting to back the thesis up.

A Quiet Acceleration

Aggregate enterprise Al adoption has moved from novelty to ubiquity in roughly twenty-four months.
McKinsey's 2025 State of Al survey found that 88 percent of organizations now use Al in at least one
business function, up from 78 percent the year prior and 55 percent the year before that1; a step-change
that few enterprise technologies have ever achieved in a comparable window.

ENTERPRISE Al ADOPTION HAS CROSSED THE UBIQUITY THRESHOLD
Share of organizations using Al in at least one business function

2023 55%
2024 78%

2025 88%

Source: McKinsey, "The State of Al in 2025" (Global Survey on Al, fielded June/July 2025; n = 1,993).
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Stanford's 2026 Al Index reports U.S. private Al investment reached $285.9 billion in 2025, up from $109.1
billion the year before.2 That capital is, in effect, subsidizing the foundational technology stack that down-
stream users will deploy at a fraction of the cost. Deloitte's 2026 State of Al in the Enterprise report, based
on a survey of more than 3,200 leaders across 24 countries, found that the share of executives who say Al
is having a "transformative" effect on their company has more than doubled in a single year, to 25
percent.3

And yet (and this is the important nuance), broad adoption has not yet translated into broad financial
impact. McKinsey classifies only about 6 percent of organizations as "Al high performers," defined as those
attributing 5 percent or more of EBIT to Al use. The single strongest differentiator between that 6 percent
and everyone else is not model sophistication, technology budget, or data scale. It is whether the organiza-
tion has fundamentally redesigned its workflows around the technology rather than layering it on top of
legacy processes. High performers are roughly three times as likely as their peers to have done so.1

That distinction, between firms that deploy Al as a tool and firms that rebuild their operating model
around it, is precisely where the middle market may have a structural edge.

The Al Middle Market's Structural Advantage

Large enterprises carry what might be called "legacy system debt": the accumulated friction of decades-old
ERP installations, custom-built data warehouses, regulated change-calcified into existing software. Retrofit-
ting Al into that environment is slow, political, and expensive. Middle-market companies, broadly business-
es with $10 million to $500 million in revenue, face the opposite problem and the opposite opportunity.
Many never had the IT budgets to install the kind of bloated systems Al now displaces. They can leapfrog
directly to Al-native workflows.

The prize is large. Independent estimates place the global economic potential of generative Al in the range
of $6 trillion to $8 trillion annually.4 Mid-market businesses account for roughly one-third of private-sector
GDP in developed economies and have historically grown faster than large firms, which suggests the
middle of the economy could capture a disproportionate share of the value created rather than a token
slice of it.
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BY THE NUMBERS

88%

Organizations using Al in at least one
business function in 2025, up from 78% in
2024 and 55% in 2023.

Source: McKinsey, "The State of Al in 2025."

6% - 9.5%

Higher five-year employment growth and
sales growth, respectively, at firms making
heavy use of Al versus non-adopters.

Source: MIT Sloan, based on U.S. Census Bureau
employer data.

$285.9B

U.S. private Al investment in 2025, up from
$109.1 hillion the year before.

Source: Stanford HAI, 2026 Al Index Report.

25%

Share of enterprise leaders who say Al is
having a "transformative" effect on their
company, more than double a year earlier.

Source: Deloitte, "State of Al in the Enterprise,"
2026 edition.

~6%

Share of organizations classified as "Al high
performers,” attributing 5%+ of EBIT to Al.
High performers are roughly 3x more likely
to have redesigned workflows around Al.

Source: McKinsey 2025.

The wage and growth data offer some independent corroboration. MIT Sloan research, drawing on U.S.
Census Bureau employer data, finds that firms making heavy use of Al are not only larger and more
productive but grow faster on both top and bottom lines: roughly 6 percent higher employment growth
and 9.5 percent higher sales growth over a five-year window than non-adopters.5 (The underlying data
runs through 2023, predating the most recent wave of generative-Al adoption, so the effect may under-
state what newer cohorts experience.) For an investor allocating to a portfolio of operationally focused
middle-market companies, even a modest share of that delta is meaningful at the fund level.
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What an Al-Native Operating Model Looks Like

What does it actually mean for a middle-market company to be Al-native rather than merely Al-aware? The
distinction is operational, not rhetorical. Al-aware companies bolt a chatbot onto a customer-service queue
and call it transformation. Al-native companies rebuild the underlying workflow: they let the technology
absorb the unstructured data exhaust that every business generates, and they redesign the decision
points around what the technology now makes cheap.

Consider the economics of unstructured data alone. Capabilities that, twenty-four months ago, would have
required a multi-million-dollar enterprise data project, transforming terabytes of contracts, emails, and
operational records into tagged, searchable, decision-ready datasets, can now be stood up in a fraction of
the time and cost. When the price of converting raw operational exhaust into structured intelligence falls
by an order of magnitude, the return-on-investment calculation for everything downstream changes with
it: pricing optimization, customer segmentation, churn modeling, and demand forecasting all become
accessible to companies that could never previously justify the spend.

The biggest gains come not from automating
existing tasks, but from redesigning work around
what the technology now makes possible.

A RECURRING FINDING ACROSS THE 2025-2026 RESEARCH

McKinsey, Deloitte, and MIT studies converge on workflow redesign as the differentiator.

The most sophisticated operators are also using Al as a check on their own judgment rather than a
replacement for it. A growing number of investment and operating teams now deploy what amount to
internal contrarian engines: tools that generate the bear case for a decision, surface the issues a team
invested in a deal might prefer not to see, and impose a structural counterweight to groupthink at the
moment of greatest commitment bias. In a business where downside cases are notoriously
under-stressed, that is a meaningful governance innovation, and it captures the broader principle that the
durable advantage of Al lies in improving human decision-making, not in removing humans from the loop.
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What an Al-Native Operating Model Looks Like

The clearest recent evidence for the "users win" thesis comes, paradoxically, from the builders themselves.
In early May 2026, the two largest frontier-model developers each launched private-equity-backed
ventures aimed squarely at embedding their technology inside mid-sized and privately held companies.
OpenAl formed a new entity, informally known as the Deployment Company or "DeployCo," capitalized at
a reported $10 billion with backing from a consortium of major private equity firms specifically to put
forward-deployed engineers inside client and portfolio companies.6 Within days, Anthropic announced a
parallel enterprise-services venture alongside Blackstone, Hellman & Friedman, and Goldman Sachs (with
additional participation from Apollo, General Atlantic, and others) to embed its Claude models into
mid-sized and private-equity-owned businesses.7

The strategic logic is revealing. As one account of the Anthropic venture put it, for every dollar companies
spend on software, they spend roughly six on services, a ratio that has made consulting a multitrillion-dol-
lar industry.7 The model builders have concluded that the margin is not only in selling the model; it is in
the far larger business of helping companies actually deploy it. That is a direct, capital-backed endorse-
ment of where the value in this cycle accrues: not at the frontier of model development, but at the messy,
unglamorous, and highly remunerative coalface of enterprise deployment, much of it in the middle
market.

For an allocator, the signal is hard to miss. When the builders of the technology spend billions to reach the
middle market rather than waiting for the middle market to come to them, they are confirming the prize.
The open question is no longer whether Al will create value in mid-market businesses, but who will capture
it: the companies and managers who redesign their operations around the technology, or those who treat
it as a line item.

Evidence from the Al Middle Market Itself

Surveys of the private-capital ecosystem point the same direction. FTI Consulting's 2026 Private Equity Al
Radar, drawing on 200 senior fund and operating-company decision-makers, found that 95 percent of
funds report their Al initiatives are meeting or exceeding the original business case, with revenue accelera-
tion cited as the single highest priority (41 percent) and talent, not technology, identified as the primary
constraint to scaling (35 percent).9 A separate 2026 survey by Citizens found that 82 percent of midsize
companies and 95 percent of private-equity firms have either begun or plan to implement agentic Al in
their operations this year.10

The counterweight is just as important to absorb. A May 2026 study from SAS and IDC, surveying more
than 1,600 small and midsize business leaders across 28 countries, found that nearly 70 percent of these
firms remain in the experimental or opportunistic stages of Al maturity, with only 9 percent fully embed-
ding the technology into their operations.11 The implication for allocators is not that the thesis is wrong,
but that it is selective: the opportunity is broad, the genuine execution is narrow, and the gap between the
two is precisely where disciplined operators can compound an advantage.
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The Skeptics' Case

None of this is to suggest the picture is uniformly favorable. The same body of research that documents
accelerating adoption also documents a deepening execution gap. Deloitte's 2026 survey finds that while a
large majority of organizations plan to increase Al investment in the coming year, only 21 percent report
having a mature governance model for autonomous Al agents, and just 23 percent of firms currently use
agentic Al even moderately.3 McKinsey's data is more pointed: roughly two-thirds of organizations remain
in pilot mode rather than enterprise-scale deployment.1 A widely cited 2025 study from MIT's NANDA
initiative estimated that approximately 95 percent of generative-Al pilots fail to produce measurable busi-
ness impact, attributing the failure not to model quality but to a gap in how companies integrate the
technology into their operations.8

Read together, these findings suggest a bifurcation that is more important for capital allocation than the
headline adoption figures. Al is now table stakes; Al-driven workflow redesign is not. The dispersion
between operators who treat the technology as a productivity tool and those who rebuild their P&L around
it is going to widen, and is likely to translate into wider dispersion of investment outcomes among the
managers who back them.

For limited partners, the practical implication is selectivity. The question worth asking of every middle-mar-
ket manager is not "are you using Al?" (the answer is now uniformly yes) but rather: which workflows have
you redesigned? Which of your portfolio companies have a measurable operating-leverage benefit from Al
in their P&L today? And how is the manager itself structured to compound that capability across vintages?

\What it Means for Allocators

The thesis we find most defensible, on the present evidence, runs as follows. First, Al's most durable
economic value will accrue disproportionately to the users of the technology, not its builders; the same
pattern observed in every prior general-purpose technology, from electricity to the internet, and one the
builders themselves are now validating with their capital. Second, the middle market is structurally well-po-
sitioned to capture an outsized share of that value, because its operating models are less encumbered by
legacy systems and its decision velocity is higher. Third, within the middle market, the dispersion between
winners and laggards will be defined less by access to the technology than by management's willingness to
redesign work around it. And fourth (a corollary investors sometimes resist), that means a manager's own
operating capability becomes a more important determinant of returns than at any point in the recent
history of the asset class.

The questions that follow, how to institutionalize contrarian review, how to compress the data-to-decision
cycle, how to deploy Al as governance rather than as a productivity gimmick, are the questions every
serious middle-market manager will be answering, explicitly or implicitly, over the next several vintages.
The mid-market's quiet Al revolution is, in this sense, already underway. The winners will be the ones who
notice they're in it.
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Where Crystal Capital Partners Comes In

If the argument of this piece is right, then the central task for an allocator to the middle market is no
longer access to Al as a theme,; it is the disciplined selection and ongoing oversight of the managers most
capable of turning that theme into operating results. That is precisely the problem Crystal Capital Partners
was built to solve.

Crystal is the source for managers identifying the middle-market opportunities this moment is creating —
and the integrated solution for advisors to build and manage client portfolios around them. From manager
access and due diligence to portfolio construction, implementation, and ongoing oversight, advisors get
everything they need in one place.

Access the managers positioned
to capture the Al middle market moment.

SIGN UP NOW | 7|| SPEAK WITH CRYSTAL | 7||

crystalfunds.com/signup crystalfunds.com/schedule
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IMPORTANT DISCLAIMERS

GENERAL DISCLOSURE

This website is intended only for the use of a professional financial advisor (a “portfolio advisor”); contains information that is privileged and/or confidential; and may not
be disseminated or altered. Crystal Capital Partners, LLC (“CCP,” “we,” or “us”) is an SEC registered investment adviser that provides customized hedge and private equity
fund portfolio solutions to portfolio advisors and their clients. Neither the SEC nor any other government agency has endorsed the merits of CCP's website, products,
services, educational materials, and/or any of the information contained therein.

For persons in the United Kingdom: Only firms that are authorised by the Financial Conduct Authority are permitted to access investments through CCP. No other person
in the United Kingdom should treat this communication as being directed at them. Please note that only investors who are Professional Clients for the purposes of the
FCA's rules will be able to invest into the Funds, which will be made available to selected FCA authorised firms with whom we interact. Potential investors who are Retail
Clients for the purposes of the FCA's rules will not be able to invest on CCP’s platform via FCA authorised intermediaries.

This website is for informational purposes only and is not investment advice or an offer to sell or the solicitation of an offer to buy any interest in any entity or investment
vehicle. Any offer to sell or solicitation to invest will only be made through the Offering Documents of one or more investments managed by CCP in accordance with all
applicable laws and regulations. This website should not be relied upon as professional and/or financial advice, nor does it constitute a comprehensive or complete
statement of the matters discussed therein. No representation is being made that any investment will or is likely to achieve profits or losses similar to those shown or
described. Performance will vary depending on many factors, including, but not limited to, investment strategies, taxes, market conditions, and applicable advisory and
other fees and expenses related to investing, including fees imposed by CCP and the portfolio advisor(s). Not all exposures may be available at all times due to capacity or
for other reasons.

Certain information on this website constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or the negatives thereof or other variations thereon or other comparable terminology.
Due to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-looking statements. Although
the expectations expressed on this website are reasonable, actual results could be materially different. Information contained on the website, including data used in the
calculation of some estimates and projections, comes from certain third parties. Any information provided by third parties has not been independently verified by CCP.
Accordingly, neither CCP nor any of its affiliates, or employees will be liable to you or anyone else for any loss or damage from the use of the information contained in this
website. Additionally, any projections, predictions, market outlooks and estimates included on the website are based upon certain assumptions, including, but not limited
to, current and expected market conditions. Other events that were not considered may significantly affect any projections.

", " "

Investments available on CCP's platform carry certain risks as alternative investments are complex, speculative, and illiquid investment vehicles and are not suitable for all
investors. Please see the applicable Offering Documents for more information. Please also refer to the CCP Terms of Use and all related CCP disclosures.

IMPORTANT LEGAL INFORMATION AND LIMITED USED OF EDUCATIONAL MATERIALS DISCLAIMERS

This website permits third parties, such as portfolio advisors, to use and rebrand the materials produced therein (the “Educational Materials”) under their names for
educational and informational purposes only. As described further below, CCP assumes no responsibility for the Educational Materials, their use or distribution by third
parties, including any additional edits to the Educational Materials by third parties, and expressly forbids any further alterations to the Educational Materials beyond
branding. Readers of the Educational Materials should be advised that such third parties have relationships with CCP and are subject to various conflicts of interest.

The Educational Materials should not be construed as personalized investment advice (or an offer thereof) for compensation or a recommendation of investment advice
to buy or sell any investment nor are the Educational Materials intended as an endorsement of any security or investment (including any investment product managed by
CCP or any other third party); the Educational Materials are for informational purposes only and any information contained in them merely represent investment
opinions. CCP cannot guarantee the suitability of any particular investment to any personal situation and the reader of the Educational Materials bears complete
responsibility for its own investment research and should seek the advice of a qualified investment and/or tax professional prior to making any investment decisions.
Information contained in the Educational Materials has been obtained from sources believed to be reliable, but not guaranteed, and CCP assumes no liability for the
information provided. Any information, data, research, news articles, forecasts, figures, opinions, projections, statements of financial market trends or investment
techniques and strategies expressed on the website are considered to be reasonable at the time of production, but CCP makes no warranty as to their accuracy and
reliability or completeness, and the Educational Materials may be subject to change without reference or notification to you. Any quotations of individuals in the
Educational Materials are provided for informational purposes only and their accuracy and veracity are not guaranteed. The Educational Materials and any such items
included therein may contain certain forward-looking statements, projections and information that are based on the beliefs of CCP (or others) as well as assumptions
made by, and information currently available to, CCP (or others). Such statements in the Educational Materials reflect the view of CCP (or others) with respect to future
events and are subject to certain risks, uncertainties and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions
prove incorrect, actual results may vary materially from those described in the Educational Materials. The Educational Materials (and any information included therein) are
based on information available as of the time they were written, provided, or communicated. Accordingly, neither CCP nor its principals or affiliates make any representa-
tion as to the timeliness of any information in the Educational Materials.

At certain places in the Educational Materials, we reference or may offer direct access or links to other Internet websites. You are encouraged to exercise caution while
browsing through any such connected hyperlinks to external websites. These websites contain information that has been created, published, maintained or otherwise
posted by institutions or organizations independent of CCP. CCP has not reviewed any of the external websites that may be hyperlinked to the Educational Materials.
Hyperlinks to external websites are provided for information and reference purposes only. CCP does not endorse, approve, certify, recommend or control these websites
and does not assume responsibility for the accuracy, completeness or timeliness of the information, advertising, products, services or other Educational Materials located
there. Additionally, CCP’s inclusion of hyperlinks to external websites does not imply association with the owners or operators of such external websites, and the views
expressed at such external websites are not necessarily the views of CCP or its affiliates. Visitors to these websites should not use or rely on the information contained
therein until consulting with an independent finance professional and/or portfolio advisor. Reliance upon information in these websites is at the sole discretion of the
reader; your hyper-linking to, or use of, any external websites is at your own risk. Furthermore, CCP is not responsible for the privacy practices of such other websites. Any
concerns regarding any hyperlink should be directed to the respective website owner or operator/webmaster.
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PERFORMANCE DISCLAIMERS

Past performance is not necessarily indicative of future results and future accuracy and profitable results cannot be guaranteed. Any performance comparison to the
performance of indices in the Educational Materials or website may not be a meaningful comparison. Indices cited in the Educational Materials may not be available for
direct investment. Any performance referenced in the Educational Materials is not necessarily based on the same types of investments contained in any index shown or
referenced in the Educational Materials, nor is any such index representative of any performance presented in the Educational Materials. Any indices shown in the
Educational Materials are only to reflect comparative performance of familiar investment styles. No representation is being made that any investment will or is likely to
achieve profits or losses similar to those shown or described in the Educational Materials. Furthermore, performance will vary based on many factors, including, but not
limited to, investment strategies, taxes, market conditions, and applicable advisory and other fees and expenses related to investing. No representation is being made
that following the Educational Materials and/or any information contained therein will or is likely to achieve profits or losses similar to those shown or described in the
Educational Materials (if at all). Any investment return and principal will fluctuate with market conditions, and one may have a gain or loss on its investments. Accordingly,
individual returns may vary from any of the returns shown in the Educational Materials. To the extent any investment funds referenced in the Educational Materials are
invested in indirectly through an investment platform managed by CCP, the returns of such funds (including the returns of any such funds referenced in the Educational
Materials) will be further reduced as a result of fees imposed by CCP and the portfolio advisor. Any performance in the Educational Materials is not audited and is not
intended to comply with AIMR-PPSA or GIPS guidelines.

NO OFFERING OR SOLICITATION

CCP may only transact business or render personalized advice, and offers of service can only be made, in those states or international jurisdictions where CCP is
registered or where an exemption or exclusion from registration is available. Nothing herein is an offer of any service that is not legal or permissible in any particular
jurisdiction given CCP's current licenses. CCP is not registered as a securities broker-dealer with the U.S. Securities and Exchange Commission (the “SEC") or with any state
securities regulatory authority or with any foreign country; CCP is an SEC registered investment adviser that provides customized alternative portfolio solutions for
portfolio advisors and their clients. As such, the Educational Materials are provided to portfolio advisors for their (or their clients’) informational or educational purposes
only and are not intended as, and may not be relied on in any manner, as legal, tax or investment advice, a recommendation, or as an offer to sell, a solicitation of an offer
to purchase or a recommendation of any interest in any fund, security, entity or investment vehicle from CCP or an attempt to effect transactions in securities. The
information in the Educational Materials is in summary form for convenience of presentation; it is not complete and should not be relied upon as such.

Any offer to sell or solicitation to invest will only be made through the relevant Offering Documents (of one or more investments managed by CCP) to persons (through
and working in conjunctions with their portfolio advisors) who meet the investor suitability and sophistication requirements in jurisdictions in which any such offer or
solicitation is permitted and in accordance with all applicable laws and regulations. Accordingly, the Educational Materials must be read in connection with such Offering
Documents in order to understand fully all of the implications and risks of any investments managed by CCP. There can be no assurance that the objectives or informa-
tion stated in the Educational Materials can or will be achieved. Alternative investments carry a high degree of risk and are complex, speculative investment vehicles and
are not suitable for all investors; one can lose all or a substantial amount of its investment in alternative investments such as private equity funds and hedge funds.

AWARDS, RANKINGS, AND/OR RECOGNITIONS

Any awards, rankings and/or recognition by unaffiliated rating services and/or publications should not be construed as a guarantee that you will experience a certain level
of results, as an indication of future performance, nor should it be construed as a current or past endorsement of CCP. Such awards, rankings and/or recognition were
based in part on subjective criteria and a limited universe of candidates, and therefore there can be no assurance that a different panel of judges would not have selected
other submissions as the winners. Please refer to the websites of the sponsors of these awards for important information regarding the criteria for the awards, and the
manner in which such awards were determined.

ENDORSEMENTS

Any endorsement contained herein that indicates approval, support, or a recommendation of CCP or describes a person’s experience with CCP—including potential
endorsements from investment advisors who have partnered with CCP—was not the result of any cash or noncash compensation provided by CCP for such endorsement.
However, as a standard course of business, portfolio advisors may receive an “Advisory Fee” from their clients who subscribe to the platform, and such a relationship
could have influenced any endorsement of CCP provided by a portfolio advisor. Any endorsement of CCP made by a portfolio advisor is non-representative of all the
portfolio advisors that CCP works with and may be the result of unique and past experiences that do not guarantee future results.
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