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The AI Cure for Pharma’s
$2.6 Billion Problem

By lan King, Chief Strategist

a personal crisis makes its flaws painfully real.
That’s what happened to Eric Lefkofsky in 2015 when his wife was diagnosed

with breast cancer, and he came face-to-face with the health care system’s frustrating

F OR most of us, America’s $4.9 trillion health care system is just a number — until

limitations.
He was shocked to see how little data and information doctors had when making
critical decisions about his wife’s care.

Lefkofsky grew certain that injecting a data-driven approach into the industry was the

only way to cut through its deep-seated inefficiencies and produce better outcomes for patients everywhere.
This conviction led directly to the creation of Tempus Al (Nasdaq: TEM). To understand the company’s mission, you
first have to grasp the scale of the
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And even though the U.S. is a leader in medical innovation, it approaches these innovations with a great deal of
inefficiency.

Just take a look at what happens with drug discovery.

Opver the last 60 years, the process of drug development has become increasingly expensive and more time-consuming.
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Taking a potential drug candidate from the early
discovery stage to an investigational new drug (IND)
submission with the Food & Drug Administration (FDA)
can take three to six years.

After that, human clinical trials can begin. This
typically involves three phases, each of which can take one
to two years.

If all goes well during clinical trials, then it’s time for a
new drug application (NDA) submission to the FDA.

FDA evaluation can take anywhere from six months
to a year — sometimes longer — and another six months
to a year to scale up production, marketing and actually
bring the drug to market.

From start to finish, this whole process can take six
to seven years under the most optimistic scenario ... at
worst, it could take a decade and a half.

But it’s not just timelines that you have to worry about.

Not every drug candidate works out.

Only 5% of drug candidates studied in the discovery
phase even make it to IND submission.

And then only one in every 5,000 to 10,000 drug
candidates pass the NDA submission and receive FDA
approval!

This process costs money every time a drug candidate
fails.

It’s estimated that getting a drug from the discovery

phase to full FDA approval today costs a whopping $2.6
billion.

And after all this time and money spent, it’s not like
this process produces a bullet-proof compound that’s a
one-size-fits-all solution.

It works for some patient populations and it doesn’t
work for others. As long as the trials show that it works
better than a placebo or the current treatment while
causing minimal harm, approval will follow.

So then doctors and caregivers are left with a trial-
and-error process where they try different drugs on their
patients to see what works best for them.

The cost of this inefficient process is paid in terms of
both money and patient health.

The Answer to a Broken System

Genetic testing took off in 2015, however, doctors still
weren't able to utilize that data to provide better care.

Eric founded Tempus Al initially with the goal
of creating the world’s largest library of clinical and
molecular data.

He reasoned that if he could input genetic data into
an operating system to make it accessible and useful
to physicians, they could better deliver personalized
treatments.
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GENOMICS

Diagnostic Testing
Run tests and bill
insurance or be paid

directly

DATA SERVICES

Licensing & Analytical Tools
License de-identified,
multimodal records

and software tools

to analyze and

dernive insights

For example, if genetic sequencing for a patient
displayed a particular mutation, the physician would have
the data available to prescribe the correct drug.

For drug development, this same genomic data would
better match patients and clinical trials.

Key genetic indicators that can predict how a patient
will respond to treatment can help define the specific
types of patients who are most likely to benefit from a
new drug.

Not only can this better match patients to trials, but
it can also improve the trial design and increase the
likelihood of successful outcomes.

This genomics segment is the cornerstone of Tempus
AT’s business and contributes approximately 75% to 80%
of its total revenue today.

This division revolves around comprehensive molecular
diagnostics in two major areas:

* Oncology: This was formerly Tempus Labs’
flagship service. Tempus provides broad-panel
genomic testing for cancer patients. The platform
offers multi-assay services including large-panel
DNA, RNA sequencing, liquid biopsies and whole-

exome sequencing.

* Hereditary Testing: This is a newer offering that
came about after Tempus acquired Ambry Genetics.

APPLICATIONS

Therapy/Trial Matching

Develop algorithmic
diagnostics, such as
matching patients to
clinical trials or closing
care gaps

Tempus added hereditary testing to its core
offering. In addition to bolstering cancer
diagnostics, Ambry brings longstanding expertise
in other disease areas, such as pediatric genetics,
cardiology, immunology and rare diseases.

The basic operation of this segment involves running
tests and billing insurance or patients directly.

Tempus then integrates this genetic data with clinical
data and treatment histories to help determine clinical
trial eligibility and to enhance both diagnostic accuracy
and care guidance.

Although it’s where it started, genomics isn't the only
segment Tempus deals with anymore.

Data Is the Best Medicine

As you can see by now, what's more valuable than the
testing itself is the data the company generates.

Today, through its sequencing efforts and established
connections with around 4,000 institutions, Tempus
has amassed one of the largest proprietary datasets in the
world.

Tempus is connected to over 65% of all Academic
Medical Centers and over 50% of oncologists in the U.S.
through its sequencing and data collection efforts.

This has allowed it to collect around 40 million patient




‘TEMPUS

-40,000,000
total patient records

~2,000,000

imaging records

~3,000,000
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profiles

records ranging from imaging records, to genetic samples,
to DNA/RNA profiles.

Altogether, Tempus is in possession of over 300
petabytes of valuable patient data.

To put it into perspective, one petabyte can hold
approximately 250 million songs or about 500 billion
pages of text.

This data can power studies that eventually lead to new
drugs and treatments.

That’s why Tempus licenses out this library of data to
academic institutions and biotech and pharmaceutical
companies.

Academic institutions use this data platform for things
such as case studies, charting long-term patient outcomes,
identifying gaps in care from health care providers and
designing better trials.

All of this ultimately informs better drug development
practices and better care for patients.

Biotech and pharmaceutical companies, on the
other hand, use this data across all stages of the drug
development cycle, from discovery to clinical trial design.

This is such a valuable offering from Tempus that its
list of customers licensing this data includes giants like

Pfizer, GSK and AstraZeneca.

Just between the three of these, Tempus has a $700
million revenue stream.

It also has lesser-known biotech customers like
Boehringer Ingelheim and BioNTech.

Almost all of these companies are leveraging Tempus’s
data platform to advance their pipeline of oncology drugs.

Collectively, Tempus currently has contracts with
multiple companies and institutions worth a total of $940
million.

And while this segment only makes up about 15% of
the company’s revenues, it’s a lucrative opportunity for
Tempus.

You see, genomic testing is a one-and-done service
where each patient only takes each test once.

But the data service is a licensing model that produces
annually recurring revenues.

Al-Powered Tools for Modern Medicine

While the genomics and data services segments are
Tempus’s core offerings, its applications business is what
extends its precision-medicine platform beyond labs
and data licensing into interactive digital tools used by
patients, clinicians and researchers.

This is also where Tempus utilizes Al to enhance its
offerings.

Tempus’s apps include:

* Olivia — AI-Powered Health Concierge for Patients
Olivia is an innovative, Al-enabled personal health
concierge launched nationally in January 2025.

It’s designed to collect, synthesize and interpret

health data. It integrates with over 1,000 health
systems to automatically import medical records,
imaging results, lab results and doctor’s visit notes.

It also syncs with Apple Health, Google Fit and several
wearable trackers.

Olivia serves as a powerful digital health assistant. You
can ask it natural-language questions like “summarize
my health status,” and the app delivers personalized
summaries based on your records.

And it’s not just for you. Olivia can also track and report
data to and between your doctors so that your entire care
team has deeper insight into your life and medical issues.

* One — Al Clinical Assistant for Physicians
While Olivia is meant to be more patient-facing,
Tempus One is the physician-facing Al-enabled
assistant.
Tempus One is accessible through Tempus Hub via
desktop or mobile, and doctors can use voice or text to

4|



Al is integrated throughout all of our products

Allowing us to fuse insights together to create new diagnostic possibilities

Hub Lens Link olivia
Diagnostic ordering Cloud based data exploration Clinical trial matching and Patient application, for
and resulting & analysis tool enrollment software Al-enabled personal health
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look up patient data ranging from molecular results to Within the Link platform this enables Al-driven search
biomarkers and receive Al-guided insights. to identify eligible patients based on complex genomic
It provides real-time access to test results, summaries and clinical criteria.

and treatment guidelines for specific conditions. And with the patient record systems it’s connected to,
It can also use the Tempus database to pull up data it has access to real-world evidence that can enrich the
and insights from similar patients so that clinicians can findings in clinical trials.

better tailor treatment for a patient.

e Lens— Research Analytics Workspace An Al Cure for a Strained System

Tempus Lens is a cloud-based analytical platform built Lens and Link are both products that are inextricable

mostly to serve researchers and institutions focused on from Tempus’s core offerings — they are simply the

life sciences. delivery mechanism.

Lens takes Tempus’s vast amounts of patient data and But Olivia and One represent opportunities that can

strips out personal identifying data and creates datasets transform into massive stand-alone business segments in

that can be used for research purposes. the future.

This platform allows researchers to segment patients by These types of Al-powered assistants can radically

clinical or genomic attributes available from the 300 transform health care.

petabytes of data that Tempus has amassed. Al medical assistants don’t just eliminate

This platform empowers researchers across nearly inefhiciencies, they can enhance health care quality,

100 institutions, facilitating the discovery of reduce human error, improve access and address

new treatments and accelerating the research and provider shortages.

development phase for pharmaceutical companies. An assistant like Olivia can eradicate unnecessary visits
* Link and Deep 6 AI — Patient Matching Platform and reduce readmissions.

The Link platform helps pharmaceutical companies According to the consulting firm Accenture,

and clinicians recruit patients for clinical studies more unnecessary emergency department visits cost $47 billion

efficiently. in health care spending a year.

And with the acquisition of Deep 6 Al back in March, And 3.8 million adult hospital patients are readmitted

it’s able to bolster this offering. every year, adding up to around $26 billion in health care

Deep 6 Al's mission is to bring life-saving treatments costs.

to patients faster with the help of Al in clinical trials. But if patients have an Al assistant that can act as the

Deep 6 provides access to real-time, structured and first line of care, providing appropriate advice, it can

unstructured Electronic Medical Record (EMR) data avoid unnecessary visits.

from 750 provider sites covering over 30 million And after a hospital visit, when a patient is discharged,

patients. an assistant like Olivia is almost like a caregiver you can
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Physicians warking
a 260 hour week

Physicians dissatisfied
with their schedule

send home with the patient that can advise them in real
time on proper medication scheduling and a recovery
plan — reducing the chances of readmissions.

Even if the Al simply helps avoid medication and
dosing errors, it can help save the health care industry $16
billion a year.

On the physician side, a tool like Tempus One has the
potential to massively reduce the strain on physicians.

The sheer volume of work required has led to a system
where 40% of physicians experience at least one symptom
of burnout.

And what’s astonishing is that a big portion of that
workload is not even patient care.

According to the American Academy of Family
Physicians, physicians spend 66.5% of their work-related
time on direct patient care and 33.4% of their work-
related time on non-patient-facing EMR, administrative
and other tasks.

While that varies across specialties, that’s an average
of 15.5 hours per week that a physician spends on
paperwork and administration.

Al assistants can save providers around two to three
hours per day by handling tasks like scheduling, note-
taking and insurance verification.

Even by just handling scribing and note-taking tasks,

Al assistants can reduce documentation time up to 70%
and cut a physician’s after-hours work by around 30%.

And in a more advanced scenario, an Al assistant can
act as a secondary doctor in the room, from which the
physician can bounce ideas off and gain insights.

Al can analyze images and electronic records in
real time with some models today capable of scanning
imaging results 150X faster while reducing diagnostic
errors by up to 80%.

Additionally, AT models can enable early detection of
chronic diseases and predict readmissions.

The U.S. is estimated to have a shortage of up to
64,000 physicians as of 2024, and that is expected to
climb to 86,000 by 2036.

This is a problem that currently costs the U.S. health
care system $4.6 billion annually.

If Al assistants like Tempus One can offset some of the
burdens on doctors and step in for basic tasks, they can
start to help with this problem.

How Tempus Al Works With
Our Strategy

Let’s evaluate Tempus Al against our four-step
investment framework for identifying “tipping-point
trends”:
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® No. 1 — Tipping-point trend. A catalyst that’s going
to be bigger than people realize. Something that’s going
to impact all industries, like social networks, smartphones

and PCs did.

Yes. Health care is evolving from a reactive,
illness-focused system to a more proactive, patient-
centered, and technology-driven system.
Americans spend $4.9 trillion on a health care
system that inefficiently delivers care on an
impersonal basis once a disease or condition has
already developed.

But new data-driven approaches are now focusing
on individualized precision medicine.

These approaches use genetic and molecular data
to pursue preventative measures and more targeted
and effective treatments.

In this new system, effective patient care is
developed by collecting and gaining insights from
vast amounts of patient data.

With 40 million patient records from connections
to over 65% of all Academic Medical Centers and
over 50% of oncologists in the U.S., companies
like Tempus Al are at the forefront of this new
health care system.

® No. 2 — X-factor. A unique edge that no other
company has.

An example would be an auto parts supplier. It’s
the only company manufacturing a vital component
for autonomous vehicles. Or an e-commerce company
located in the fastest-growing country in the world.

Yes. Tempus’s X-factor is its ability to train useful
Al models from the 300 petabytes of data
contained in its proprietary datasets.

Al assistants like Olivia and Tempus One can

transform health care by supporting both patients
and physicians.

Patient-facing Al assistants can reduce unnecessary
visits and readmissions, which cost a collective $73
billion a year.

They can monitor, update and advise patients as a
day-to-day companion that is always plugged into
their health data.

Al assistants are also the solution to the growing
strain and burnout rates among physicians.

These assistants can take care of the grunt work that
causes physicians to work long hours and spend less
time focused on patient care.

They can also provide medical expertise that allows
physicians to pursue more effective and individual-
patient-targeted treatments.

® No. 3 — Momentum. The company’s stock must be
outperforming the market. That means it has momentum
behind it ... and is likely to keep soaring higher.

Yes. Over the past year, TEM has climbed up about
167%, while the market has only gained about
11%.

Tempus Al has been on an impressive run-up since

its IPO back in June of 2024.

® No. 4 — Beat the Street. I want to see a company that
is consistently beating Wall Street’s earnings estimates.
This tells me that “the Street” is underestimating the
company’s growth potential.

Yes. Tempus Al has only been a public company
for the past four quarters. And in that time, it has
only missed Wall Street’s estimates once.

Although Tempus has been consistently exceeding
Wall Street’s expectations on the earnings front, it’s
still a young company.




And that means it hasn’t generated positive earnings yet.

In 2024, it lost $1.58 per share, and in 2025, it is
expected to lose $0.75 per share.

However, Wall Street estimates do show the company
turning earnings positive and generating profits of $0.36
per share as early as 2027.

But in the meantime, Tempus is focused on the rapid
growth of its revenues. Revenues are expected to grow
80% in 2025 before settling to around 20% per year until
the end of the decade.

TEM'S REVENUE ESTIMATES
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While these estimates show rapid growth on both
the revenue and earnings front, I don’t believe they fully
capture the growth story from Tempus’s Al assistants —
Tempus One and Olivia.

Given how transformative these Al tools could be for
the future of health care, I think Wall Street’s earnings
estimate of $3.00 per share in 2030 is too low.

I believe that if these Al tools become more
mainstream, the company could earn as much as $5.00
per share in 2030.

And I believe it would also command an aggressive
valuation multiple of 40X seen in other cutting-edge tech
companies.

That would mean the stock could trade as high as $200
per share by 2030 — up 3X from today’s prices.

Action to Take: Buy Tempus Al Inc. (TEM) at the
market.

Your Strategic Fortunes Model
Portfolio Review

The standout stock in June was AST SpaceMobile
(Nasdaq: ASTS). It skyrocketed 101% in just a month.
It all started with an Instagram post from ASTS board

Congratulations Abel
and @jeffbezos

member Adriana Cisneros showing her in a photo with
Jeff Bezos and ASTS CEO Abel Avellan.

This caused analysts at Scotiabank to speculate that Jeff
Bezos could become an investor in the company.

The idea gained more steam with the news that Blue
Origin’s management team visited the ASTS headquarters
a few days earlier.

At this point, it evolved into a rumor that Amazon
could be considering some type of partnership or
acquisition of ASTS to further its ambitions for Kuiper
— its own constellation of satellites to rival the network
being built by ASTS.

The stock then got another boost later in the month
when it announced a deal with Vodafone Idea (Vi),
an Indian telecom giant with over 1.1 billion mobile
subscribers.

This deal represents yet another continent that ASTS
is targeting. It’s an opportunity for ASTS to profit from
bringing cellular services to an underserved region.
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Finally, ASTS capped off the month by successfully
showcasing tactical satellite communications capabilities
using unmodified smartphones.

By being able to deliver high-throughput data, voice,
and video through a private network that doesn't require
specialized equipment, ASTS is expanding its reach in
defense and military applications.

Together, all these events caused investors to rush into
this stock in June, leading to its impressive performance.

The Big Boost That Led to This Stock’s
88% Jump
Next up is MP Materials Corp (NYSE: MP). It’s up

over 88% in the past month.

The stock first came into focus when China imposed
restrictions on the exports of certain minerals to the U.S.
when trade talks were getting increasingly tense in April.

So, in early June, investors saw MP Materials as an
opportunity for the U.S. to reshore the rare-earth supply
chain.

Reshoring is starting to seem more important since
these critical minerals are found in the components used
in electric vehicles and motors and, more importantly, in

defense applications.
The stock climbed even though MP Materials said it

had “ceased shipments of rare earth concentrate to China”

— China being the biggest customer of MP’s rare earth
concentrates.

The stock was further pulled into focus this month
when the U.S. and China restored a truce following two
days of intense trade talks in London.

Trump posted the details of the deal on Truth Social
saying, “Full magnets, and any necessary rare earths, will

be supplied, up front, by China.”

ABOUT IAN KING: lan King is a former hedge fund
manager with over two decades of experience in
the financial markets. His market insights have been
featured on Fox Business News, Investopedia and
Seeking Alpha. lan started in the mortgage bond
trading department at Salomon Brothers. He then
spent time honing his skills in trading at Citigroup
before spending a decade at New York-based hedge
fund Peahi Capital. While there, his team made a
339% total return in 2008 alone. He is also known as
one of Investopedia’s top resourceful contributors.

This indicated that the trade flow would be back on,
with MP Materials supplying rare earth concentrates to
China, and China supplying finished magnets and rare
earth products to the U.S.

In a sense, MP Materials can have its cake and eat it
too — it could continue to generate revenue from selling
to China while working on building out a domestic
supply chain, which is good for investors.

Higher Price Target Ahead

Finally, we have Micron Technology Inc. (Nasdagq:
MU). It’s up 32% this month — following the trajectory
we laid out for you.

Micron recently released its third quarter (Q3) earnings
report. It easily surpassed Wall Street’s expectations on

both metrics for the quarter.

The company generated revenues of $9.3 billion and
earnings of $1.91 per share.

Micron is now calling for a 38% increase in revenues
year over year for its forecasts for the fourth quarter.

This is all thanks to the demand for memory chips
from data centers looking to run Al workloads.

Data center revenue more than doubled in Q3 as
demand for high bandwidth memory (HBM) chips
climbed — pushing up total sales 37% year over year.

HBM has become the star of Micron’s business in the
age of Al and is expected to be the main source of growth
for the company in the near future.

The HBM segment also helps keep Micron’s revenue
flows high, while other segments such as memory chips
for electric vehicles and gaming chips recover from the
slump they have been in.

Following its strong earnings and guidance, analysts
at Morgan Stanley, JPMorgan, Needham and Citi all
significantly raised their price targets on the stock.

On average, Wall Street analysts now have a $145 price
target on the stock and on the high end some analysts
have a $200 price target.

Based on today’s prices that’s an upside of 16% to
60%. Keep holding Micron for higher prices ahead.

Until next time.

Regards,

- /

gy

Ian King
Chief Strategist, Strategic Fortunes
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