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The transformational capabilities of artificial intelligence (AI) are driving a lot of excitement 
and apprehension about the potential application of such capabilities across the economy. 
As AI and related innovations such as generative language tools develop apace, European 
policymakers are racing to get to grips with emerging opportunities and risks presented by 
AI, and to implement regulation that both supports the development and use of AI while 
safeguarding against inherent risks.

European Union: Proposed legislation would regulate risky AI systems
In April 2021, the European Commission issued draft legislation aiming – for the first time 
– to harmonise rules governing AI across the European Union (EU). In short, the European 
Commission proposed to define AI systems and to categorise and regulate them using 
a risk-based approach. The greater the risk posed by an AI system, the more stringent 
the rules that would apply, with an ultimate prohibition on AI systems deemed to pose an 
“unacceptable risk”. 

While the legislation remains to be finalised, prohibited AI systems could include anything 
that is considered a clear threat to EU citizens. Such systems might include those that 
assign “social scores” to people based on their behaviours, characteristics, or personality 
traits, or that exploit individuals’ physical or cognitive vulnerabilities. They might also 
include certain AI systems that use real-time remote biometric identification in public 
spaces, though some specific law enforcement applications could be permitted.

High risk systems. The European Commission also proposed an initial list of AI systems 
that could potentially fall into the high risk category if they are deemed to adversely 
impact people’s safety or impinge on their fundamental rights. This may include any AI 
system intended to be used as a safety component of a product, service, or infrastructure 
(such as cars, medical devices, machinery), or AI systems used in the following areas:

•	 Biometric identification and categorisation of people
•	 Management and operation of critical infrastructure
•	 Education and vocational training
•	 HR management and access to employment
•	 Access to essential public and private services and benefits
•	 Law enforcement
•	 Migration, asylum, and border control management
•	 Administration of justice and democratic processes

Limited risk systems. AI systems deemed by the European Commission to pose limited 
risk – which includes chatbots and, perhaps controversially, software for creating ‘deep 
fake’ content – will be required to ensure that users are informed that they are interacting 
with, or consuming content created using AI. 
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The EU regulations would 
vary based on the riskiness 
of each AI system:

•	 Unacceptable risk: 
These systems would be 
prohibited.

•	 High risk: These systems 
would be regulated. 

•	 Limited risk: 
Transparency would be 
required. 

•	 Low risk: There would 
be no regulatory 
obligations. 



2

Low risk systems. Those systems deem to posed low or minimal risk would face no 
regulatory obligations.

The draft AI Act was aimed primarily at providers of AI systems used in the EU, whether 
they are based in the bloc or outside, as well as users located in the EU. However, it 
would not apply to AI systems that have been developed or used exclusively for military 
purposes.

To supervise and enforce the EU’s new regulatory framework, the European Commission 
proposed the creation of a European AI Board made up of national supervisors, while EU 
Member States are also encouraged, where they have not already done so, to establish AI 
regulatory sandboxes to support innovation in this space.

Political negotiations on the EU’s draft AI Act in the European Parliament and among 
EU Member State governments have been protracted given the high degree of national 
self-interest and the potential scope of the new regulatory framework. However, the 
legislative process has moved into the final phase, with trilogue negotiations between the 
EU co-legislators underway.

It is hoped that a political agreement on the EU’s AI Act can be reached before the end 
of the year, with the bulk of new rules applying two years thereafter. Depending on how 
negotiations progress – and we know there are significant policy gaps to bridge between 
the co-legislators – we could see new rules for providers and users of AI systems in the 
EU apply in the first half of 2026.

In the interim, senior EU politicians are vying to fill the regulatory void.

•	 The AI Pact. The EU Commissioner for the Internal Market, Thierry Breton, has proposed 
an AI Pact which foresees relevant firms voluntarily complying with the requirements of 
the yet-to-be-finalised AI Act relating to high risk AI systems before it comes into force. 
It is not clear whether Breton’s AI Pact will be realised, with other initiatives seemingly 
garnering greater political momentum.

•	 The AI Code of Conduct. The outgoing EU Commissioner for Competition, Margrethe 
Vestager, has agreed with counterparts in the US to cooperate on the development of 
a voluntary AI Code of Conduct focusing on copyright, transparency, and the threat of 
disinformation. According to Vestager, the transatlantic Code of Conduct could be made 
public “very, very soon”. 

It should also be noted that the EU is a signatory to the Bletchley Declaration (more on 
that below), alongside a handful of individual Member States, including France, Germany, 
Italy, and Spain.

United Kingdom: The government is taking a non-legislative approach
In March 2023, the UK government published a White Paper setting out and seeking 
feedback on its approach to AI regulation. Unlike the EU, the UK does not intend to 
legislate at this stage, but instead plans to establish a non-statutory framework requiring 
regulators – eventually via a statutory duty – to use their domain-specific expertise 
to implement and supervise against five principles designed to guide and inform the 
responsible development and use of AI in all sectors of the economy:
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Safety, security, and robustness

AI systems should function in a robust, secure and safe way throughout the AI life 
cycle, and risks should be continually identified, assessed and managed.

Appropriate transparency and explainability

An appropriate level of transparency and explainability will mean that regulators 
have sufficient information about AI systems and their associated inputs and 
outputs to give meaningful effect to the other principles (for examples, to identify 
accountability).

Fairness

AI systems should not undermine the legal rights of individuals or organisations, 
discriminate unfairly against individuals or create unfair market outcomes.

Accountability and governance

Governance measures should be in place to ensure effective oversight of the supply 
and use of AI systems, with clear lines of accountability established across the AI 
life cycle.

Contestability and redress

Where appropriate, users, impacted third parties and actors in the AI life cycle 
should be able to contest an AI decision or outcome that is harmful or creates 
material risk of harm.

The government has also proposed enhanced coordination to ensure coherence and 
consistency among regulators as they implement and supervise against the above 
these principles, including a number of key cross-cutting issues:

•	 Monitoring and evaluating the effectiveness of the regulatory framework and the 
implementation of the principles, including the extent to which implementation supports 
innovation.

•	 Assessing and monitoring risks across the economy arising from AI.
•	 Conducting horizon scanning and gap analysis, including by convening industry, to 

inform a coherent response to emerging AI technology trends.
•	 Supporting testbeds and sandbox initiatives to help AI innovators get new technologies 

to market.
•	 Providing education and awareness to give clarity to businesses and empower citizens to 

make their voices heard as part of the ongoing iteration of the framework.
•	 Promoting interoperability with international regulatory frameworks.

Based on feedback on these proposals, the UK government will publish an AI Regulation 
Roadmap including plans for implementing the principles and establishing the 
enhanced coordination function. The Roadmap is also expected to include plans for a 
new AI sandbox to complement sector-specific initiatives already taken forward by The 
Information Commissioner’s Office (ICO) and the Financial Conduct Authority (FCA).

The UK government also recently hosted the world’s first summit on AI safety, during 
which it coordinated agreement among participating jurisdictions, including the US, 
the EU, and China, on the Bletchley Declaration; a joint agenda for addressing ‘frontier’ 
AI risks (see sidebar for more details). Such risks include those stemming from the 
misuse of AI, or untended consequences arising from the use of AI, in sectors such as 
cybersecurity and biotechnology, as well as risks stemming from the dissemination of 
misinformation more broadly. 

Following the summit, the UK government is expected shortly to encourage domestic 
regulators to publish guidance on how they will apply the UK’s proposed principles-
based framework.

What did we learn from 
November’s global AI 
safety summit?
•	 Signatories to The 

Bletchley Declaration 
committed to improve 
international cooperation 
on understanding and 
addressing key risks 
relating to the use of AI, 
and developing related 
public sector capabilities 
and research.

•	 Developers of frontier 
AI capabilities are 
encouraged to enhance 
transparency and 
accountability regarding 
their plans to mitigate 
potential AI risks and 
avoid misuse.

•	 The UK and the US 
each announced the 
establishment of AI 
Safety Institutes, with 
companies including 
Google, Microsoft, and 
Meta having agreed to 
deepen access to their 
developing AI models.
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Thereafter, the UK will monitor and evaluate the implementation and continued 
appropriateness of its approach to AI regulation, and assess whether a legislative 
approach would be more effective or whether the principles-based approach should be 
maintained. 

Going Forward
With ambitions to be global leaders in the regulation of AI, it remains to be seen 
whether the EU or UK – if either – gets it right. With jurisdictions such as the US 
moving forward with legislation, AI systems and technologies developing apace, and 
companies looking for supportive jurisdictions in which to establish themselves and 
grow, there is much at stake for global policymakers in implementing their respective 
regulatory approaches to AI – and getting it right first time.
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Important information
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and/or certain specific institutional investors in Thailand; in Canada, this document is restricted to Accredited 
Investors as defined under National Instrument 45-106. It is not intended for and should not be distributed to, or 
relied upon by, the public or retail investors. Please do not redistribute this document.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Croatia, Czech Republic, 
Denmark, Finland, France, Germany, Greece, Hungary, Italy, Liechtenstein, Luxembourg, Netherlands, Norway, 
Portugal, Romania, Slovakia, Spain, Sweden and Switzerland.

This overview contains general information only and does not take into account individual objectives, taxation 
position or financial needs. Nor does this constitute a recommendation of the suitability of any investment strategy 
or product for a particular investor. Investors should consult a financial professional before making any investment 
decisions. It is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or 
to participate in any trading strategy to any person in any jurisdiction in which such an offer or solicitation is not 
authorized or to any person to whom it would be unlawful to market such an offer or solicitation. It does not form 
part of any prospectus.

As with all investments, there are associated inherent risks. Please obtain and review all financial material carefully 
before investing. Asset management services are provided by Invesco in accordance with appropriate local 
legislation and regulations.

All information is sourced from Invesco, unless otherwise stated. All data as of November 3, 2023 unless otherwise 
stated. All data is USD, unless otherwise stated.

By accepting this document, you consent to communicate with us in English, unless you inform us otherwise.

Australia
This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied 
upon by anyone else. Information contained in this document may not have been prepared or tailored for an 
Australian audience and does not constitute an offer of a financial product in Australia. You may only reproduce, 
circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment 
objectives, financial situation or particular needs. Before acting on the information the investor should consider its 
appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:

•	 may contain references to dollar amounts which are not Australian dollars;

•	 may contain financial information which is not prepared in accordance with Australian law or practices;

•	 may not address risks associated with investment in foreign currency denominated investments; and does not 
address Australian tax issues.

•	 Issued in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, 
Victoria, 3000, Australia which holds an Australian Financial Services License number 239916.

Canada
This document is restricted to accredited investors as defined under National Instrument 45-106. All material 
presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This 
is not to be construed as an offer to buy or sell any financial instruments and should not be relied upon as the sole 
factor in an investment making decision. As with all investments there are associated inherent risks. Please obtain 
and review all financial material carefully before investing

•	 Issued in Canada by Invesco Canada Ltd., 5140 Yonge Street, Suite 800, Toronto, Ontario, M2N 6X7.

Continental Europe, Dubai, Ireland, the Isle of Man, Jersey and Guernsey and the UK
The document is intended only for Professional Clients in Continental Europe, Dubai, Ireland, the Isle of Mane, 
Jersey, Guernsey, and the UK and is not for consumer use. Marketing materials may only be distributed without 
public solicitation and in compliance with any private placement rules or equivalent set forth in the laws, rules and 
regulations of the jurisdiction concerned. This document is not intended to provide specific investment advice 
including, without limitation, investment, financial, legal, accounting or tax advice, or to make any recommendations 
about the suitability of any product for the circumstances of any particular investor. You should take appropriate 
advice as to any securities, taxation or other legislation affecting you personally prior to investment. No part of this 
material may be copied, photocopied or duplicated in any form by any means or redistributed without Invesco’s prior 
written consent.

Further information is available using the contact details shown: 

•	 Issued in Belgium, Denmark, Finland, France, Greece, Italy, Netherlands, Spain, Sweden, Luxembourg, Norway 
and Portugal by Invesco Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, 
regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.
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•	 Issued in Dubai by Invesco Asset Management Limited. PO Box 506599, DIFC Precinct Building No 4, Level 3, 
Office 305, Dubai, UAE. Regulated by the Dubai Financial Services Authority.

•	 Issued in Austria and Germany by Invesco Asset Management Deutschland GmbH, An der Welle 5, 60322 
Frankfurt am Main, Germany.

•	 Issued in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland.

•	 Issued in Ireland, the Isle of Man, Jersey, Guernsey and the United Kingdom by Invesco Asset Management 
Limited which is authorised and regulated by the Financial Conduct Authority. Invesco Asset Management Ltd, 
Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 1HH, UK.

Hong Kong
This document is provided to professional investors (as defined in the Securities and Futures Ordinance and the 
Securities and Futures (Professional Investor) Rules) only. It is not intended for and should not be distributed to, or 
relied upon, by the members of public or the retail investors.

•	 Issued in Hong Kong by Invesco Hong Kong Limited 景順投資管理有限公司, 45/F, Jardine House, 1 Connaught 
Place, Central, Hong Kong.
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This document is only intended for use with Qualified Institutional Investors in Japan. It is not intended for and should 
not be distributed to, or relied upon, by members of the public or retail investors.

•	 Issued in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, 
Minatoku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local Finance Bureau (Kin-sho) 
306; Member of the Investment Trusts Association, Japan and the Japan Investment Advisers Association, and/or 
2) Invesco Global Real Estate Asia Pacific, Inc., Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo 
106-6114; Registration Number: The Director-General of Kanto Local Finance Bureau (Kin-sho) 583; Member of the 
Investment Trusts Association, Japan and Type II Financial Instruments Firms Association.

New Zealand
This document is issued in New Zealand only to wholesale investors (as defined in the Financial Markets Conduct 
Act). This document has been prepared only for those persons to whom it has been provided by Invesco. Information 
contained in this document may not have been prepared or tailored for a New Zealand audience.

This document does not constitute and should not be construed as an offer of, invitation or proposal to make an 
offer for, recommendation to apply for, an opinion or guidance on Interests to members of the public in New Zealand. 
Any requests for information from persons who are members of the public in New Zealand will not be accepted.

•	 Issued in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, 
Melbourne, Victoria, 3000, Australia, which holds an Australian Financial Services Licence number 239916. 

Singapore
This document may not be circulated or distributed, whether directly or indirectly, to persons in Singapore other 
than (i) to an institutional investor under Section 304 of the Securities and Futures Act (the “SFA”), (ii) to a relevant 
person pursuant to Section 305(1), or any person pursuant to Section 305(2), and in accordance with the conditions 
specified in Section 305 of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other 
applicable provision of the SFA.

This document is for the sole use of the recipient on an institutional offer basis and/ or accredited investors and 
cannot be distributed within Singapore by way of a public offer, public advertisement or in any other means of public 
marketing.

•	 Issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, 
Singapore 048619.

Taiwan
This material is distributed to you in your capacity as Qualified Institutions/Sophisticated Investors. It is not intended 
for and should not be distributed to, or relied upon, by members of the public or retail investors.

•	 Issued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). 
Invesco Taiwan Limited is operated and managed independently.

United States
•	 Issued in the US by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309.

The opinions expressed are those of Michael O’Shea as of November 3, 2023 and are subject to change without 
notice. These opinions may differ from those of other Invesco investment professionals.

II-GA-COM-7-E 11/23 GL3211226


	Bookmark 1
	Bookmark 2
	Bookmark 3
	Bookmark 4
	Bookmark 5
	Bookmark 6
	Bookmark 7

