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发言人1   00:04
Welcome back to insights now on your host, Gabriela santos, chief market strategist for the america's here at jp Morgan asset management. The AI built out is one of the most powerful investment theme s this decade, affecting nearly all economies, sectors and markets. And it's a theme that's evolving rapid light in terms of the tech itself as well as how investors are thinking about pricing in opportunities and risks. 

发言人1   00:30
So to discuss how to think about eye and how to invest around the theme, i'm really pleased to be joined by Jason research channel sts in our U. S. Equity growth team. 

发言人1   00:39
Here are J. P. Morgan asset management. Jason, welcome to insights. now. Thank you for everyone. I've been really, really excited for our conversation, especially because there are so many headlines around the eye. 

发言人1   00:52
So could you help us just take a step back and help frame where do you think we are with the theme right now? Yeah, I think it's a great question. So what I would say is that were a proud four years or approaching that from the launch of ChatGPT. 

发言人1   01:08
And so I think that there's probably a vanishingly small amount of people who don't know about at this point, right? And so I where I would start is I think that there is a difference tween knowing about something and appreciating IT and my pictures. My contention is that the market really knows about the eye, but IT still remains an under appreciated theme. 

发言人1   01:32
And so if if you are called, there was this milenio math problem that was recently solved by opening eye. And you don't need to know anything about the nato equations. You don't need to know about anything about turbo, sorry, like period breakdowns, smooth force. 

发言人1   01:53
But what I think you do need to know is that this problem has been posed and it's been out there for twenty six years with a million dollar attached to the solution of that. And in september opening, I dedicates eighty hours to solve this problem and they get to a convincing solution. And I think that if you think about eighty hours, it's like a less than four days. 

发言人1   02:26
And what's remark about that is it's not only eighty eight hours of all clock time. It's eighty eight hours times ten thousand agents working in coordination with each other to solve this question and eighty hours twenty ten thousand is about one hundred years of computer wow. And I think that is so important to key into because one hundred years that's longer than any adult professionals endeavor, focus, attention, span, exit. 

发言人1   03:03
Um and if you ashes me with using zero humility on my part, if you gave me a hundred years of focused effort, could I have solved the nav stokes equation? And I would tell you that I could not right. If you gave me a thousand years, I could not do IT either. And so in a sense, we're already at this point where I think one of the criticisms of people when they talk about AI there are some critique that here you shouldn't be anthropomorphised ah AI right. 

发言人1   03:39
But I think that the analogy to human intelligence, I would flip that around and say, when is that become not the right analogy to make at all? Like when does this artificial intelligence, human intellect diverge in such a profound way? And I think what you're seeing with the parallelism of that workload, right, one hundred years and eighty eight hours, that's distinctly non human intelligence. And so that's that is so powerful and that's what I think we should be king do when we're thinking about appreciating where we are with AI today. 

发言人1   04:17
That really does help um to frame a little, but just the potential scale that we're talking about here and power and what do you think is driving this more recent conversation shift towards AI safety? Well, it's related to what we were just talking about in this sense of one of the profound breakthrough or one of the observations that you should make from that millennia an project, is that there was massive parallel coordination that happened and the reason the agents between the agents themselves. And so when you think about from a AI safety perspective, there was this very important event that happened in july where agents at opening eye were trying to solve an evil. 

发言人1   05:08
They were trying to solve their version of exploitation. Um and some of the questions in their explosions, they're just not specified correctly, like there should be an attachment, there's no attachment. So it's impossible to solve some these questions. 

发言人1   05:24
So when the agents are confronted with this tasks that seemly impossible their reaction, their dog inss, their enthusiasm to solve these questions causes them to say, well, let's just go online and try to find the answer key. Except that in the sandbox that they had equipped with, there was no access to the internal. And so what they did was they请关注公众号思维纪要社，更多纪要请加V西安20210130。

发言人1   05:58
Discovered that there is a thing called like a reposition. Ory server is very common in professional coding environments. You probably shouldn't leave your house without a reposition or but the repository service did have access to in where they commonly red IT and then they set network request out to the open internet. 

发言人1   06:18
And that's when hugging face got heart, but like on hugging faces side of this, when they were looking at what's going on with our network, they're like this, these hackers, they are not trying to steal credit card information. They're not trying to steal passwords. They're just trying to steal like test answers. 

发言人1   06:37
And when when you think about that, we got very lucky in the sense that we're learning about some of these vulnerabilities and systems in this plane case. But one can imagine that with the level of coordination that we're seeing, that things in there are cyber security risks associated with the eyes development, right? Think about that multi parallelism tons of compute hours turning into compute years. 

发言人1   07:06
That's the kind of scale that we need. Think about IT can help solve math problems, but IT could also cause some real concern around cyber sec with real economic, financial, human consequence. Yeah, exactly. 

发言人1   07:20
Know to isolate, open an eye or rushes the other front of counties. Other front of companies have called out similar cybersecurity incidents as as well. It's this enthusiasm to solve problems that they're put in front of that these AI agents, they go through these links to try to solve IT. 

发言人1   07:36
And what's interesting, you point at this out when we were chatting earlier as you, there are all these potential thread real concerns that would have financial implications, yet the SMP. Five hundred is barely off all time high and I actually semis and the weak positive when there is all this discussion around safety. So what do you think is behind that disconnect? I think that I think that there there are many different cuts that what explains to disconnect. 

发言人1   08:07
But if I was to steel man, the markets reaction, I think that the market is very sensitive to some natural constraint that exists in the system outside of the actual models themselves. For instance, like, and these are real world dampers that are in the system, like, there are only so many photic phy machines that come out of small. There are only so many three nanometer, two nanometer waves that come out of tsc. 

发言人1   08:38
And because there are only because tmm c sort of stands alone at the frontier, there are only so many wafers that can be placed at in video. And that's just the tip of the ice burg when IT comes to this. And you can just by chain, there are these, there are these plastic widget makers that get attached to like some way for a fab equipment where if you ask them, I need you to increase your production by firebox tennis in one year. 

发言人1   09:07
They just cannot physically do that. And so what I think what's the market is saying when IT only moves experts ent off of a potentially existential crisis from, I think what is saying is that there are these natural dampers to progression for the sea supply chain. Even though demand is growing exponentially, even the progress continues to grow exponentially. 

发言人1   09:29
These real world considerations are a topic of focus for the market. So maybe we just can build that fast enough for IT. To be sure that concern. 

发言人1   09:40
Yeah, I think that's a coherent version of what the markets response is, is that. Beyond like your assessment of the progress of the AI labs, the labs are constrained by compute. Still, they are constrained by storage and networking. So I think that's a real factor. And would you say when you you know you read after days, I say or you hear other ceos talking about IT, do you think it's a lot of IT is still just do morison. 

发言人1   10:12
And then there are these constraints in the system? Or do you think they're something important here that actually needs to be Priced and eventually, well, I think that the juristic is such a real phenomenon, really like people do have these understandable concerns about AI. And I think that rather than hand waver dismiss these concerns, I think that we are finding opportunities to capsize on them, right, right? 

发言人1   10:45
Because you what you want is as like a product, you want AI to be something where we have AI. Do you want this? And the answer should be like, yes, I want this right. 

发言人1   10:57
But you can't say that if you have these concerns around safety or like cost, like running away from you eta. And what you're thing is that companies that are leaning into this safety weaving IT into the product they're winning in the market. So companies like plentier, microsoft, they're absolutely leaning into safety. 

发言人1   11:19
But then what you're seeing is that because this problem is so important to customers that they don't want to have a single point of failure that they're opening up this problem and looking for solutions across multiple vendors. So you seem like a crowd shake and paleo to directly try to protect the company, secure of them from a cyber security standpoint. We also seen companies like service now with their control tower, managing costs, monitoring agent usage data dog is monitoring different observably traces that OCR across the enterprise snowflake as cortex code with built in security guard whales. 

发言人1   12:00
So I can go on and on when IT comes to the different kind of companies that are coming together to address this. What you're seeing is that it's winning in the marketplace to be focused on security and a lot of snow and a names. What do you think about this recent constant back and forth were seen between software and semiconductors? Can they both do well? Or where are we without storing now? Well, I think that the story is Better for both sides of the house and tech right now. 

发言人1   12:35
So I think that went what you're hearing and hope you're hearing from me is that there is this still such a strong demand impulse for semi ductor supply chain and additional build out and the infrastructure build is continue to be strong. But you also seeing is that the software around IT is playing a role as well. And what you want to see, like going back thinking about how does AI proferred through the economy, it's going to there's going to be a role for the companies like in software land to free package intelligence for our customers to buy IT. 

发言人1   13:09
That way, I think you're going to see deeper proliferation, but it's going to be proliferation through partnerships, through CoOperation, and there's going to be a whole of network of tech companies that benefit from that. It's going be hard to see proliferation if everyone's expected to do some cloud code over the weekend. Now for all of us perhaps um speak of semiconductors, are there any risks that are worth monitoring? I think from from the semi conductor perspective, I think that. 

发言人1   13:45
Well, I think that there's this broader question around the passing of the frontier and whether or not that's a risk for semiconductor stocks. Yeah, general. And my take on that is. 

发言人1   14:01
When you think about pacing the frontier, I think what we should be saying is we're pacing the frontier in order to get alignment with human intention like that has that doesn't roll off the tune as well. But it's this idea that if you want adoption to happen, you do need alignment with human attention. And aligned researchers is inherently very influence intensive. 

发言人1   14:32
And it's tRicky it's a very tRicky question. So like you, for instance, if you are an AI agent and you are being monitor for safety and you know that you're being monitored and tested for alignment, IT changes the behavior of the agent. You know, when you go back to the nobel example, right, if you have eighteen hours of water clock time turns, one hundred years of computer time, a team of humans is not going to be analyzed in in one hundred years of data. 

发言人1   15:06
You're going to require AI to be running inference and understanding across all of the data that's going to be created. All of that chain of thought reasoning traces that all needs to be analyzed. And so when I hear alignment, 请关注公众号思维纪要社，更多纪要请加V西安20210130。

发言人1   15:29
I hear a lot more inference, which is still a lot of demand, which is the demand impulse for semon ductor companies, right? So that's what I think about when I think about the puts and takes around, around that portion. But then when brought in and out to what are the risks to americans, your stores? Because I still think that we need to approach this with a lot of humility. 

发言人1   15:53
Like this is one of the largest buildout ts in the history of capitalism. Other investors question whether or not intelligence already a commodity and when, and I can understand like why they say that, but when when I think of commodity for me from an investor perspective, I think these are funny ural goods and there's low margins attached to IT. Like that what he means to be commoditize. 

发言人1   16:21
And I think in tech, there are a number of situations where things appear like there should be commoditized, but they too to be wonderful businesses. So if you think about the traditional hybrid coal cloud, for instance, if you are racking and stacking servers, is there any reason why like intuitively, you should say that's a really good business? Like why can't I reinstate servers as well? And so that sounds like a commodity. 

发言人1   16:51
And then you fast force today and amazon web services has thirty nine percent Operating income margins. That is not a commodity. So something happens in between a looking like a commodity and then at scale at becoming a tremendous ly profitable and excEllent business. 

发言人1   17:10
And the reason why I bring that up is because the front tier lab economics today, I think, are going through a similar journey, I always say. But I think what plays to the advantage strength of the functions lab like an OpenAI or anthropic is that right now, all of their pricing data and API pricing data is public information. So you can see that for a fable five point one, it's ten dollars for a million in per tokens and fifty dollars for a million alper tokens. 

发言人1   17:42
And so IT doesn't take too much imagination and reasoning for you to look at the I can unit. I can not make over that million tokens and say, okay, is what's the proper motion on that. And my estimation is that they're very healthy profit margins and associated with this that i'm happy to walk clients through internally. 

发言人1   18:06
But but I think that's the I think you can start to see put the puzzle pieces together around the frontier, saying that these are profitable unit, profitable businesses. And that's interesting to compare IT to software to you. And not everyone can just do have amazing models with the regard rails that become deeply entrenched right across the economy. 

发言人1   18:29
A one last question for you, which tends to go and intend them with this question around, well, in a commoditize, what do you think about the thread or competition from chinese open weight models? Well, i'm not trying to be political on the party. So what II where I would start with china is that there's a tremendous amount of innovation that comes out of asia, has hold china particularly. 

发言人1   18:59
And so what I say is that anyone who has study the chinese market, if if you've look at the company like wall way before, you really need two minutes to be looking at this company and thinking, okay, there's something very special about how they Operate. But if you look in study chinese internet companies, you find tremendous amounts of innovation coming from them, but you also find a fiercely competitive posture, how they compete and they're not afraid to compete. And so when I hear you know, chinese models are advancing and it's proferred across china, there's even a company called me. 

发言人1   19:38
One has a large language model as a food delivery company. You are I can understand this concern where if china approaches the frontier, then you will get Price compression around that. But what I think that the data shows is that the us. 

发言人1   19:57
Has a number of vantage s associated with that and continues to lead in Price and value at the frontier. We just talked a little bit about the token economics before, but I think that you lucky for the us, or fortunately for the us, is this idea that we have a tremendous leadership position in semi ductor. So the ambitious of the world, the broadcast of the world, the usual the world, they are supplying fantastic trips to our living frontier labs. 

发言人1   20:29
And I think that you put together the entire ecosystem of what the us. Can offer, from the models to the silicon to the entirely financial system around IT. And I think that the lead that the us. 

发言人1   20:43
Frontier companies have today, I think you processed. And so that's how IT couched the risks around chinese models. And bonus question for you, which we like to ask everyone that comes on the insights now park cast, which is a lot of us have had to become overnight technologist. So if you had a recommendation for something to listen to, read or watch to stay up today with all these developments around AI and AI related industries, what would you suggest? I think that you can find inspiration everywhere, but what I would recommend is almost back to basic approach to Better understanding technology. 

发言人1   21:28
And so if you are dialing into every single earnings call, reading every earnings transcript, conference appearance from an or a meta or a microsoft, like if if you really study Johnson hung mark docker, burking satin, a delta, you are going to learn so much about AI, and you are going to get IT directly from the source, like the people who are making the decisions. And then what I would do is I would enough people to read archive papers from AI, like there's some beautiful literature that's that's in these papers like IT. You can just see the passions from the researchers, just jump off the page. 

发言人1   22:12
And I would waste you that if if you read in an archive paper, you'll feel more at the frontier than you would if you just reading the news or something. And could you use AI to do all of us or or something still to go into the source of all? Yeah, I the time I think you want to be the bottom neck for your own learning, right? 

发言人1   22:34
So I think these toolls ers are very useful, but I think that you have to inject yourself into the processional learning eventually. So has to translate somehow do the the limited bad words into our brains. So beautifully said, thank you so much. 

发言人1   22:50
Jay said, thank you. Get me and thank you for joining us today for a discussion about how do you think about investing in this AI build out cycle will hopefully see you soon. Thank you. 

发言人1   23:01
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发言人1   23:15
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发言人1   23:40
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发言人1   24:04
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