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ChatGPT’s One-Year Anniversary.
Generative Al's Breakout Year

On November 30, 2022, OpenAl publicly launched ChatGPT and kicked off the generative artificial
intelligence (Al) boom that is quickly reshaping the technology industry and consumer behaviors. We
believe that generative Al represents the start of an innovative era poised to fuel economic growth and
broaden the scope of possibilities in nearly every industry. Early breakthroughs associated with ChatGPT
and other large language models (LLMs) offer only a mere glimpse of what's possible with generative Al,
but to us, they clearly demonstrate that we are on the cusp of a new technological paradigm shift.
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CHARTING CHATGPT’S USER GROWTH AND KEY GENERATIVE Al MILESTONES
Sources: Global X ETFs with information derived from TechCrunch. (2023, November 7). Everything announced at
OpenAl’s first developer event. SimilarWeb (2023, September). Chat.openai.com Traffic and Engagement Analysis.
McKinsey & Company. (2023, August 25). What’s the future of generative Al? An early view in 15 charts.
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Key Takeaways

«+s+ ChatGPT Monthly Active Users

e ChatGPT’s remarkable user growth and integration with major cloud services within its first year
reflect the swift adoption and scalability of generative Al.
e The emergence of new business models like Model-as-a-Service (MaaS) and application
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programming interface (API)-based monetization is changing the way Al technology is monetized
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and commercialized, enabling businesses of all sizes to leverage Al without significant upfront
investments.

e Alis on the brink of further advancements in language understanding, multi-modal functionalities,
and the creation of more personalized and context specific LLMs.

One Year In, Generative Al Adoption Already Spans Far and Wide

ChatGPT gained 100 million monthly active users (MAUSs) in under 2 months, becoming the fastest-
growing consumer internet app of all time after its launch one year ago. TikTok, for example, took around
9 months to reach 100 million users.! The platform now boasts 100 million weekly active users and an
estimated 200 million plus MAUSs, including 2 million developers, spanning 92% of Fortune 500
companies.??3

Particularly notable about ChatGPT’s growth over the last 12 months is that spikes in MAUs align with key
milestones, such as integrations with leading cloud providers, product upgrades, and the broadening of
industry applications. For example, the user uptick in February and March 2023 corresponded to
functionality improvements following the release of GPT-4 and integrations into Microsoft’s product suite.
The launch of ChatGPT’s app on iOS in May 2023 drove another surge in usage. In September, with
schools back in session, user engagement rebounded, setting the stage for the possibility of a new MAU
record in the months ahead.*

Rapid user adoption has helped OpenAl cross $1.3 billion of revenue on an annualized basis in 2023, up
over 4500% from 2022.° This lucrative opportunity has effectively commenced a generative Al arms race
among Big Tech giants.

Fueling this competitive landscape are the productivity gains that generative Al offers and model training
cost declines the industry broadly achieved. New models are dramatically increasing knowledge workers’
productivity, in some cases by up to 40%.% Such efficiency gains are driving increased adoption, which in
turn helps reduce model training and development costs and lowers the barriers to entry. This cycle of
continual innovation is further democratizing access to Al technology.
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THE COST TO TRAIN A GPT-3 LEVEL LLM DECLINED BY ABOUT 90% FROM 2020-2022,
WHICH COULD REIGNITE PRODUCTIVITY GROWTH

Sources: Global X ETFs with information derived from U.S. Bureau of Labor Statistics. (2023, November 2).

Major sectors labor productivity. McKinsey & Company. (2023, June 14). The economic potential of generative Al:

The next productivity frontier. MosaicML. (2022, September 29). Mosaic LLMs (Part 2): GPT-3 quality for <$500k.
Lambda. (2020, June 3). OpenAl's GPT-3 Language Model: A Technical Overview.
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ChatGPT Paves the Way for Wider Al Monetization

Several new business models have emerged beyond the standard monthly consumer subscription fee
over the last year. The Model-as-a-Service framework, where developers license their technology to other
companies for a recurring fee, is a favored business model among Al players.

This strategy can be particularly lucrative when smaller companies license their solutions to larger tech
firms with substantial user bases. OpenAl is a prime example. By licensing the GPT-3 Al model to
Microsoft for use in its consumer and enterprise platform, OpenAl significantly extends its market
penetration by tapping into Microsoft’s established distribution networks.

Like the subscription-based model that exists today for most software, the MaaS consumption-based
pricing strategy allows businesses to leverage premier Al models and scale their Al use to their specific
needs. And they can do so without the burdensome capital expenditure traditionally associated with
developing such models in-house.

API-based monetization has also surfaced in the last year as a prevalent strategy for Al developers to
broaden the reach of their Al capabilities. Through APIs, Al services are integrated seamlessly into a
multitude of platforms on a scalable pay-per-use basis. This strategy not only generates recurring revenue
streams for Al developers, but it also encourages widespread integration of Al. For example, ChatGPT's
APIs, which are priced at various rates based on input, can facilitate a range of experiences, including
non-chat applications, like image generation. Among the early adopters of this functionality were
Snapchat, Shopify, and Instacart.”
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Multi-Modality and Custom-Built LLMs Can Bring Al Closer to Widespread
Consumer Application

In the coming days, we anticipate LLM advancements in language understanding and multi-modal
functionality that span image, video, and gaming.

Also likely is an explosion of custom-built LLMs and a deeper convergence of vertical integration from
existing software-as-a-service (SaaS) providers. For example, Salesforce recently rolled out Einstein GPT,
which is a new Al feature that helps auto-generate sales content, marketing, and personalization across
channels.® Another example is Microsoft Co-Pilot, a programming assistant trained on GitHub codebases,
which currently boasts over 1 million active paid users.®

Upcoming iterations of these models are set to become increasingly personalized and context-specific,
particularly as SaaS providers start to harness their proprietary data to refine model training and automate
industry-specific tasks. OpenAl also recently rolled out functionality that empowers users, from individuals
to large enterprises, to build ChatGPT variations that incorporate custom instructions, additional
knowledge, and a tailored blend of skills.*°

Conclusion: We Believe ChatGPT’s Inaugural Year is Just the Beginning

We feel ChatGPT’s successful first year symbolizes a seminal shift in technological adoption. Meaningful
monetization evidence should offer further fuel for the industry to continue to invest. However, we are
just scratching the surface of generative Al's potential. We believe the progress we have witnessed so
far is merely the precursor to a deeper, more substantial transformation that is set to redefine the
interplay between technology and humans and reshape the economic landscape across industries.
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