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First - a primer on LLM components (simplified!)

Embedding models
(aka representative models)

Generative models
(e.g. Cohere, GPT3.5..)

Prompt: E.g. “What are the top 3
theories as to why dinosaurs became
extinct”

rOutput (aka completion):
“There are 3 leading theories as to
why dinosaurs became extinct:
e Areally big meteor
e C(Climate change

~

e (COVID minus 65million



Generation only is commoditizing

Some wrapper
functionality
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“There are 3 leading theories as to
why dinosaurs became extinct...”

Not a moat!



RAG (Retrieval Augmented Generation) is where all the
value is

Factual
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The list of en

Generative Al productivity

impact by business functions'

Low impact I High impact

Administrative and
professional services

Advanced electronics
and semiconductors

Advanced manufacturing®
Agriculture

Banking

Basic materials

Chemical

Construction

Consumer packaged goods
Education

Energy

Healthcare

High tech

Insurance

Media and entertainment

Pharmaceuticals and
medical products

Public and social sector
Real estate

Retail*
Telecommunications

Travel, transport, and logistics

Total, % of

industry
revenue

0.9-1.4
13-2.3
14-24
0.6-1.0
2.8-47
07-1.2
0.8-1.3
07-1.2
14-2.3
22-40
10-16
1.8-3.2
4.8-9.3
1.8-28
1.8-31
26-4.5
0.5-0.9
1.0-17
1.2-19
23-37

12-20

erprise use cases is enormous

Total,
$ billion

160-250
100-170
170-290
40-70
200-340
120-200
80-140
90-160
160-270
120-230
160-240
160-260
240-460
50-70
80-130
60-110
70-110
110-180
240-390
60-100

180-300
2,600-4,400

760
1,200

340
470

230

580

420 1,200

L]

290
550

180
260

120
260

40~ 60-

50

90

TL;DR:
~$2.8-4.4Tn impact in US

Bank on 15-20% opex
savings in white collar jobs

~80% of white collar jobs
impacted



Most value appears to be in sales, marketing,
software and customer operations

@ Represent ~75% of total annual impact of generative Al

500
® Sales ¢
. Software engineering
W Markelng (for corporate IT)
Software engineering
(for product development) @
400 )
Customer operations
® Product R&D?
300 +
Impact, $ billion
@ Supply chain
200
Manufacturing
‘ ® Finance ® Risk and compliance
100 - ° Talent and organization (incl HR)
.’ S ® Procurement management
Corporate IT' Legal
® e
Strategy
0 ® Prlicing ‘ ;
0 10 20 30 40

Impact as a percentage of functional spend, %



(Most) Executives are moving quickly

e >80% of executives see Generative Al as a top 5 priority in
the next 5 years (~10% as the #1 immediate priority)

e Generative Al POCs are working - the majority are seeing
positive impact (but it greatly helps to have a strategy)

e Level of ambition varies - many dipping toes but some
companies are going very broad



This stuff is expensive



Also, who’s going to capture value delivering this?



It gets complicated, but much of the stack have

excellent moats

Service providers, Sls

Incumbent SaaS providers

New GenAl SaaS offerings

LLM model providers

Hardware manufacturers

Outlook (for 2024 anyway)
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“Awesome! Let’s get on this new
service line ASAP”

“Quick - Add GenAl to increase
value and not lose customers”

I’ll explain.....

“Excellent, this is going to drive
lots of compute and storage”

“This is great” (Jensen, until
other HW mfrs catch up)



My take: The hype cycle will apply, just much compressed

Peak of Inflated
Expectations

Plateau of
Productivity

Expectations

Innovation Trough of
Trigger Disillusionment

Time



