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The Morgan Stanley Agentic
Playbook

We detail our agentic playbook/frameworks across leading
platforms and downstream players (e-com, travel, gig). META/
AAPL/AMZN/EBAY/SHOP among cleanest winners. We also size
META Muse and explain why GOOGL needs to ship products to
avoid disruption, OTAs seem oversold, CHWY and the rideshare
industry more at risk.

The Agentic Debate is Back: The recent launch of Meta's Muse agent (see here) and
Instinct's rise in popularity have pushed the agentic debate back to the forefront..as
consider that “agentic battleground" names like the online travel agencies have
fallen 6%-12% over the past ~2 weeks as fears of agentic disruption have re-ignited
across the market.

We Think Muse is an Important Development as it 1) Is garnering adoption (9
straight days in the top 5 downloaded apps), 2) Is doing a good job at driving
personalized interactions and potentially monetizable behavior while leveraging its
FB/IG and other data sets (see here) 3) Is integrating mobile web browsing and
interaction into its use cases (see Exhibit 8 - Exhibit 10 showcasing how Muse
navigates to transact) and &) Is high utility and free, with 100mn free weekly tokens
(which could likely support 100+ queries per day). Many of these capabilities have
been possible in the past with other tools (with Gemini, Grok and others)..but
META's go to market seems (for now) to be hitting stride.

So What is the Morgan Stanley Agentic Playbook? In Internet: Agentic Shoppers
Are Coming. .. Who Could Win or Lose? we detailed our views and frameworks for
how we think about agentic winners and those at risk. Given Muse is here, we want

to remind investors of 7 key points about our agentic frameworks and thoughts.

1. What is the Addressable Market of Consumer Spend? We see roughly $30trln
of consumer spend to be digitized through agentic offerings across online
advertising, e-commerce, travel, food delivery, rideshare, etc.. so the dollars are real
(and roughly the same size as the GenAl knowledge work enterprise TAM)
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Exhibit 1:  Woe identify ~S30tn of Total Consumer Spend as the Main
Addressable Market for Agentic Offerings
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2. Which Platforms are Best Positioned to Drive and Benefit From the Rise of
Horizontal Agents? We see scaled distribution and large unique data sets as being
critical to personalized agentic offerings and adoption, and continue to believe
leading tech platforms like META, GOOGL, and AAPL are among the best
positioned. AAPL (covered by Erik Woodring) and GOOGL's software to hardware
integration (i0S and Android) gives them an edge in enabling applications and
capabilities across their ecosystems, while META's advantage lies in personalization
powered by its own 1P data. Driving adoption is ultimately a change management
and behavior modification exercise, so go to market execution and showcasing
sources of utility will matter too. It's early (<10 days in) but META's Muse has shown
some encouraging traction so far.

3. How Big Could Meta Muse Be? Every 100mn Users Could Add 1% to '28 EPS:
While Muse could monetize with subscription revenue (charging $20/month for
500m weekly tokens and $100/month far 3bn weekly tokens), in our view, the
larger opportunity is around monetizable behavior and transactions. We expect
META to eventually charge a commission for Muse enabled transactions. While we
don't know the commission percentage, we think search is a helpful analogy as
search CPCs are effectively real-time advertiser bid-based commissions.

Putting numbers behind the scalability of this, consider that if Muse can reach
100mn users and generate 5 queries per day, 10% of them monetizable (vs. 5 per
day on GOOGL and 20% of them monetizable)...and charge an effective CPC that is
20% of GOOGL search, it is likely to generate over $1bn of annual revenue and ~
$0.35 of EPS (1% upside). Continued strong go to market, new transactional
partnerships to remove friction, and incrementality will be key, but our sensitivity
work shows the scalability of this high margin business..with the potential for 15%+
upside to 28 EPS. Agentic commercial behavior seems to be budding too with

Instinct reportedly running $1,300/month in purchases per user through Instinct,
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admittedly biased given early tech adopters tend to be higher income consumers.
Please let us know if interested in our interactive Meta Al search model, which we
hope will be helpful as we learn more about adoption, monetizable behavior and

commission rates.

Exhibit 22 Even conservative math shows how 100mn Muse users could add 1%

to'28 EPS.
(+) MAUs (mns) 100
(X) META Queries per MAU per Day 5.0
Note: GOOGL Queries per MAU per Day 5.0
(=) Total Meta Muse Queries 182,500
(X) Meta Muse Commercial Query Rate 10%
Note: GOOGL Commercial Query Rate 20%
(=) Total Meta Muse Commercial Queries 18,250
(X) META Monetization per Commercial Query $0.07
% of GOOGL Monetization of Commercial Query 20%
Note: GOOGL US Monetization per Commercial Query 50.36
(=) META Muse Global Revenue ($ bn) $1.3
Upside to '28 Revenue 0%
(=) Incremental Search EPS $0.35
Upside to '28 EPS 1%
Exhibit 3: ...while our sensitivity work speaks to the paths to $8bn+ of Muse

transactional revenue

META Upside to ‘28 Revenue from Muse ($bn)
Meta Muse MAUs (mn)

1,000 1,500 2,000 2,500 3,000
Commercial 0.5 $ §2 83 $3 $4
Queries per MAU 1.0 $3 $4 $5 §7 $8
per Day 1.5 $4 S 38 $10 §12
2.0 §5 $8 s $13 $16
2.5 $7 $10 $13 §17 $20

META Upside to '28 EPS from Muse (Sbn)
Meta Muse MAUs (mn)

1,000 1,500 2,000 2,500 3,000
Commercial 0.5 1% 2% 2% 3% 3%
Queries per MAU 1.0 2% 3% 4% 5% 6%
per Day 1.5 3% 5% 6% 8% 9%
2.0 4% 6% 8% 10% 12%

2.5 5% 8% 10% 13% 15%

4. Which Downstream Players are Best Positioned and Which Face The Highest
Agentic Disruption Risk? Our "5 Is" framework highlights the risks and

opportunities of partnering with next generation horizontal platform agents.
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* E-commerce, AMZN and EBAY screen among the best positioned while
others like PTON, CHWY, and FIGS screen as being most at risk. For more on
EBAY vs ETSY's agentic positioning, see EBAY & ETSY: EBAY and ETSY in the
Agentic Era: Underappreciated Advantages?.

« Enablers: Our software team (led by Adam Wood) detailed why SHOP is
strongly positioned to drive and benefit from this agentic transition as they
enable their fragmented supplier base to adjust and optimize to the agentic
future. For more on this please see Shopify Inc: Laying the Rails for Agentic
Commerce: How Does Shopify Win in Agentic? (18 Nov 2025).

+ In Online travel, players like BKNG/ABNB/EXPE have access to unique,
fragmented, scaled, and growing real-time inventory which is a key
differentiator.. .but direct traffic trends and these players' ability to capture
users and transactions through their own on-platform agentic offerings will
be important to the long-term multiples. For more on this please see Online
Travel: New Itinerary; Assuming Coverage of Online Travel.

* In the Gig Economy, scaled courier and delivery networks are critical to
successful agentic rideshare and food delivery offerings...meaning horizontal
agents will need UBER/LYFT/DASH's "infrastructure” to build out consistent

agentic delivery services.

Exhibit 4: Our "5 1's” Retailer Agentic Commerce Framework Applied to our E-
Commerce, Online Travel, and Gig Economy Coverage
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5. Smaller Ticket Commodity Sellers More at Risk than Larger Ticket,
Aspirational Purchases: In our view, the rideshare industry faces more disruption
risk than food delivery or travel, given rideshare is more of a commodity (where
price matters)...as opposed to food delivery and travel which require more visual
browsing, exploration, and product discovery. We acknowledge food delivery does
have some risk here worth monitoring (repeat orders, etc.). Furthering the point
around travel, we argue exploration, planning, and product discovery are arguably a
competitive moat for the category, with recent survey data serving as a good
reminder of the high value consumers place on the full travel experience...and even

on learning and exploring through the travel process (see here).
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6. What Are We Watching for with Partnerships and Strategies to Come?: Given
the pace of technological change, we remain focused on how these down-funnel
players (like the OTAs and gig economy players) respond and interact with these
horizontal agents. Strategic actions should move around multiples. Combining our
"5 I's" framework with potential business outcomes in industries with limited players,
in Exhibit 5, we lay out 3 strategies, risks, and execution keys we believe

management teams should be held accountable to.

Exhibit 5: Online Travel and Shared Economy Agentic Partnership Scenario
Analysis

Online Travel and Shared Economy: Scenario Analysis
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7. Could GOOGL Search Face Headwinds From An Agentic “Take-Rate”
Transition?: As detailed here, we think the launch of these improving agents makes
it even more important that GOOGL ships next generation agentic products across
its leading base of search users. This is because if other scaled platforms like META
(or other private players) are able to scale agentic offerings and capture meaningful
commercial behavior and dollars away from Google Search, GOOGL may be forced

to disrupt its current leading search monetization model to adapt.

Consider that we estimate current search per transaction "effective take rates" (ad
spend as a percent of GMV) are ~5-10X higher than early agentic take rate offerings
from earlier this year. We acknowledge take rates may change, but this in our view
speaks to the monetization risk if GOOGL losses share of traffic.
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Exhibit 6: We Believe Current “Effective Search Take Rates” are 5-10X Higher
than Early Agentic Commission Offerings
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Given this dynamic, it's critical that GOOGL continues shipping next gen
products and agentic offerings across its leading corpus of users (and leveraging
its leading data) to stay at the top of the agentic funnel... and drive more
transactions for advertisers. But as a further offset, consider that 80%+ of retailer
online traffic is still unpaid/direct. We expect this to fall over time as agentic
offerings scale...and our sensitivity shows how shifting unpaid traffic toward paid
commission traffic can offset lower "per transaction take rates". As an example, a
500bp shift in unpaid to paid traffic can offset a 1400bp decline in effective take
rates. However, it would require a 3,800bp shift from unpaid to paid channels for
GOOGL to break even at a 5% take rate. This again speaks to how retailers need to
focus on incrementality, transaction profitability, and preserving their high margin
direct business...because GOOGL's incentive to use its next generation agents to eat
into that high margin direct business is likely to only grow over time.

IDEA
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Exhibit 7: . But 80%+ of Retailer Online Traffic is Still Free, So An Agentic Traffic
Shift Toward Paid Channels Can Offset Lower Take Rates. A 500bp Shiftin Direct/
Unpaid Retailer Traffic Toward Paid Channels can offset a 1,400 bp Decline in Net
Effective Take Rate
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Exhibit 8: We believe industries that do not require significant visual browsing
: -lu:

ration, product discovery, aor time from search to book face the maost r

Muse

I'm taking a flight from Laguardia
airport this evening at 6:30pm. Can
you book a car for me from my office
to the airport?

I can do that for you. Two quick things:
what's your office address for pickup, and
do you want Uber or Lyft?

Also, your flight's at 6:30, so I'm thinking
a pickup around 4:45-5:00 to be safe
with Thursday evening traffic. Does that
work, or do you want a different time?

| want whatever's cheapest. Pickup
at S5pm s fine.
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Exhibit 9: and are impresscd with Vi

complete tasks

Browser

Open browser

Browser

Open browser

Browser Muse solves
security puzzle

Open browser

Almost in — your number's verified, and
Uber just wants your account password
now. Enter it here and the booking
continues automatically:

Secure Store

Whatever you enter goes straight to
secure storage — | can't see or read it.
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Exhibit 10: ._and note browser transactional friction points, barriers {and partnershiy

mportant ta monitor

Muse
I'm on it — comparn.y «wer and Lyft
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Almost there, but | hit two snags:

1. Uber needs you signed in before it
shows prices. What's the phone
number or email on your Uber
account? I'll punch it in, Uber will text
you a code, and I'll complete the sign-
in.

. Lyft can't be priced or booked from
the web at all — it forces you into the
app. Could you open your Lyft app
and tell me the scheduled price for
5:00 PM from 1585 Broadway to
LaGuardia? Then I'll compare and
book the cheaper one.

Alternatively, if you'd rather not fiddle
with Lyft, | can just book Uber once we're
signed in.




