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. Embodied Al’'s Closed-loop System and Its Industrial Distinctiveness
O From Digital Brains to the Unity of Knowledge and Action

Drawing on Wang Shouren (Wang Yangming)’s classical concept of zhi xing he yi (the unity of knowledge and

action), knowledge is not complete when it remains abstract, it becomes meaningful through action.

e Execution

Cameras, lidar, Models process inputs Actuators perform tasks
tactile sensors and choose actions in the physical world

@ Disembodied Al = Embodied Al
o < /> Text Jitagev.codeiautbirts * @ Real-time interaction with

physical environments
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. Embodied Al's Closed-loop System and Its Industrial Distinctiveness
O China as a Key Market: Large Market Scale and Strong Growth Potential

Broad market definition

$134.6.. = $s14/.1.

2025 2026
embodied Al market forecast
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. Embodied Al's Closed-loop System and Its Industrial Distinctiveness
O The Industry Chain Structure of Embodied Al

Upstream: Hardware and Software

Hardware: chips, sensors, motors, etc.
Software: algorithms, operating systems, etc.

Midstream: System Integration

Humanoid and non-humanoid robots;
autonomous vehicle solutions

Downstream: Application Scenarios

Downstream Industrial manufacturing, healthcare,
services, special operations,
transportation, household applications
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Il. Emerging Competition Risks in the Embodied Al Sector

O Data Accumulation and Training Barriers May Evolve

into Significant Barriers to Entry

More
deployed devices

t

Data accumulation & training barriers
Positive feedback loop creates a durable advantage

More
operational data

Better model
performance

More
deployment

)

Entry barriers

Higher data

Training data 3
requirements

OO

Compute & Large-scale
algorithms investment needed
Simulation Depend on capital,
platforms models, and data

Competition watchpoints

(0

)

'%\‘ Exclusive arrangements

a Interoperability refusals

l« Other exclusionary strategies
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Il. Emerging Competition Risks in the Embodied Al Sector
O Ecosystem Closure May Strengthen Market Lock-in

4 Sl . e
o —  Bottleneck inputs ————— o /\/
UPSTREAM
: : all I
LAYER - E ' < >
= D @ \V/ » * May affect
Strong competition in
_R Chips  Algorithms RobotOS  Cloud  Middleware | upstream midstream /
—r— | positions downstream
\ ; markets
3 s ~N o . A
9 ——— Lock-in mechanisms ——— ‘ a4 |
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A <L St - o H.'gh?r Single-ecosystem
roprietary Close omp.atl- ility switching otkain
formats interfaces restrictions costs

A
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Il. Emerging Competition Risks in the Embodied Al Sector

O Algorithmic Collusion May Test the Limits of Traditional Cartel Analysis

Topklns (2015)

i {: '}‘ Human agreement

™

,_ v

‘ IEI Pricing algorithm tool
‘ 3

a Fixed poster prices

Still a cartel agreement reached among
human market participants, the algorithm

merely served as a tool.

Autonomous convergence

<o
U. - $ Similar data / models / objectives

-

L@

.0

Algorlthms infer
coordmated strategies

Human agreement absent

Collusion without human agreement
Whether and how antitrust law

should apply?
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O Industrial Policy and Industry Coordination May Become Tools of Exclusion

Emerging Competition Risks in the Embodied Al Sector

vl

o Support Tools

Public support may take several forms.

\
a Subsidies

Pilot projects
E Procurement
—  programs

)

Industrial funds

' N

9 Preferential Support

=

Channels

s=7

Market access

-~

Fiscal incentives
Procurement

Standard-setting

4

& [ ® ¢

________________________________
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Emerging Competition Risks in the Embodied Al Sector

O Non-traditional Consolidation or Acquisition-like Arrangements

-

=. Microsoft

0..,0
a e

5

N

Microsoft/Inflection
(2024)

Microsoft hired a substantial part of
Inflection’s Al team, including
co-founders Mustafa Suleyman
and Karén Simonyan

Non-exclusive licence to use
Inflection’s Al models

UK CMA treated the arrangement as a
“relevant merger situation” and
imposed a reporting obligation

Microsoft invested ~ $1.3B as part
of the deal

CMA concluded a relevant merger situation
exists even though Inflection remains independent.

-

=. Microsoft

.

Strategic investment + compute, deployment
and commercial channels = potential influence.

~

Microsoft/OpenAl
(2019-present)

¢ Multi-year, multi-billion

dollar investment

« Azure strategic partnership:
OpenAl’s primary cloud
provider and APl access

e Microsoft is the preferred
partner for commercialisation
of OpenAl's models and
products

* Early and ongoing access
to OpenAl’'s models via API

)

-

Nvidia/Groq
(2025)

Groq entered a non-exclusive
licensing agreement with Nvidia
for its inference technology

Nvidia provides compute,
software support and
go-to-market assistance

Groq's founder Jonathan Ross,
president Sunny Madra and
other key engineers joined Nvidia

Grog remains formally
independent

Technology licensing + engineering talent
movement = potential shift of core capabilities.

of control?

Can access to key Al assets
via contracts or partnerships
amount to an acquisition

Compute /
cloud / chips

Technical
architecture

Models /
APIs

Proprietary
data

g %% B B w

Commercial
channels

o000

Engineering
talent

&

Robot OS /
simulation /
algorithms
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lll. Not So Many Lessons from the EU and the US
O The Regulatory System of the EU

0 EU regulatory framework @ Amazon / iRobot (2024)
EU concern:

'@' o Amazon could disadvantage
rival robot-vacuum sellers
on its marketplace.

Al Act Data Act

Outcome:
= Together shape the framework I@ e deal aband.o.ned after
— for data access, interoperability, EU competition concerns.

and ecosystem control.
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lll. Not So Many Lessons from the EU and the US

O The Regulatory System of the US

s A
o DOJ compliance update
No Al-spemflc statute Al use + antitrust-risk controls
Sherman Act - Clayton Act - FTC Act Evaluation of Corporate Compliance
F—— Programs in Criminal Antitrust
Investigations
R F
r N\

RealPage case (2024)

Pricing tools - coordination risk -
sensitive information

FTC Al partnership inquiry

Influence via investment and cooperation
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IV. China’s Perspective: Proactive Methodology and Innovative
Regulatory Tools

O China’s Approach: A Cumulative and Cross-institutional Response

() Tools working
| together
@ Antitrust rules N
Fai it \ mir )
air-competition - :
@ review N\ v Embodied Al
competition
EV_ Industrial policy regulatIOILh
g 1ok D T el —
/ . Y v ” \ ..
)  Data/ technology / % \ /J'[I
E@ goverrnance i; Narid dietn } [?
\ Administrations . NDRC /
\{ .mlms ra T} x

- e ———

élb Likely cumulative, not a standalone Al-antitrust regime
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IV. China’s Perspective: Proactive Methodology and Innovative
Regulatory Tools

O Existing Antitrust Rules and Fair Competition Review

( @ Antitrust rules ( @ Fair-competition reviewT

:H O AML Article 9 El‘_l © rolicy measures involving

LEIR PGB ATG0I00), business activities must

= capital advantages and platform — i g
—_ rules cannot be used for — undergo competition review

monopolistic conduct

£ % o Relevant embodied Al scenarios

AML Article 26

e i : Al E: Subsidies, industrial funds, pilot
= Belowt-_;clht:eshol-d cogcentratlons o s Bl oA i e Y
e scenario programs, standard-setting
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IV. China’s Perspective: Proactive Methodology and Innovative
Regulatory Tools

[0 Possible Al Antitrust Guidelines and Local Rules

National Level: Antitrust Guidelines for Al

° Potential antitrust guidelines
m for Al/Embodied Al
° Address risks from non-traditional -«

S— ° concentrations
Nm— o Provide clarity and support Example: Hangzhou Regulation on

innovation with fair competition Promoting the Development of the
Embodied Al Robot Industry
(effective May 1, 2026)

° More local rules to promote
Embodied Al development

May include competition-related
provisions (e.g., abuse of dominance,
fair access, data & algorithm governance)

Y il \ 7
@ N
Overall Direction: China is likely to enhance proactive antitrust oversight in Al/Embodied Al
through national guidelines and competition-aware local rules.
\ J
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