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“Al 1s whatever machines can’t do yet”

Larry Tesler, 1970

Benedict Evans —— May 2025



Historically, once ‘AT’ works it’s just software

‘AT’ seems to mean whatever just started working, or maybe whatever almost works

Databases Machine LLMs

1975: Super- learning 2025: All Super-
2015: AT Intelligence!

2025: software 2025: software 2035: software?

human memory!
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Yes, but...

“In my lifetime, I've seen two
demonstrations of tech that struck me as

revolutionary: the GUI and ChatGPT”

Bill Gates, March 2023
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“The tfinal race to AGI is atoot”

Sergey Brin, February 2025
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So, the next plattorm shift?

Every 10-15 years, a platform shift reshapes the tech industry
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So, the next plattorm shift? Or more?

But if these models really do keep scaling, the change could be a lot bigger

Maintrames PCs Web Smartphones (Generative AI?
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What kind of a change is ‘generative AI’?

Is this Everything, or just the New Thing?

‘Just’ more
software

Thousands of
models!

How far will

this keep
getting better?

One world
computer

controls
everything!
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“In from three to eight
years we will have a
machine with the general
intelligence ot an average
human being”

“Al 1s whatever machines
can’'t do yet”

Larry Tesler, 1970
Marvin Minsky, 1970
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What’s going on right now?

Two kinds of conversation - this is Something, but it might be Everything

Model :
Building “This will

+ transtorm

- 'JJ
Software humanity!

Deployment
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Model building
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Two years of the model wars

Lots of investment, lots of progress, no apparent detensibility

Much more Lots of new
capital stutt - agents,

No obvious

multimodal, moats

Pricing ‘Teasoning,
collapse MCP etc

Open Source
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FOMO drives a capex surge

If this is the centre of tech for the next decade, you don’t want to miss it

Capex ($bn)

B Meta 350
Alphabet
AWS*
. Microsoft 300 ............................................................................................................................................................................................................................................................................................................................................................

0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025e

Source: Companies, company guidance. Includes capital leases Benedict Evans —— May 2025 13
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Microsoit’'s margin shitt

Remember when Microsoft’s business was selling $1 CDs for $250 each?

Microsoft capex/sales (TTM)
40% .......................................................................................................................................................................................................................................................................................................................................................................
30%

20%

10%

0%
2000 2005 2010 2015 2020 Jun 2025
guidance

Source: Microsoft. Includes capital leases Benedict Evans —— May 2025 14



The Nvidia moat

Nvidia tries to build a new Sun with custom compute and a software ecosystem. (This is also a TSMC chart)

Quarterly revenue ($bn)

— Intel 50 .......................................................................................................................................................................................................................................................................................................................................................................
= Nvidia

2000 2005 2010 2015 2020 2024
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Models themselves seem to be commodities

No apparent barriers to matching SOTA, and OpenATI’s first-mover lead has steadily eroded

Model quality (LMArena) by release date

[ ) OpenAI 1,500 ........................................................................................................................................................................................................................................................................................................................................................................
® All others ’

750
Dec 2022 Jun 2023 Dec 2023 Jun 2024 Dec 2024 Jun 2025
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DeepSeek just proves the point

Open source (plus leaky sanctions and $500m of capex) let a Chinese hedge fund rival the best labs

Model quality (LMArena) by release date

® OpenAl 1,500
‘@ DeepSeek
® All others

750
Dec 2022 Jun 2023 Dec 2023 Jun 2024 Dec 2024 Jun 2025
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Ongoing price collapse

“An LLM is the most expensive and fastest-depreciating asset in tech history"

Price per MTOK ($) for model equivalence (log scale)

@ ChatGPT4
@ ChatGPT 40

0.0
Dec 2022 Jun 2023 Dec 2023 Jun 2024 Dec 2024

Source: Stanford Al Index Benedict Evans —— May 2025 18



'JJ

“The Jevons Paradox

Economics for beginners: lower prices generally mean more use, but not necessarily more revenue or protits

Global mobile industry since 2010 (indexed, log scale)

— Mobile data traffic 1,000,000 .......................................................................................................................................................................................................................................................................................................................................................................
- Telecoms stocks

‘lO0,000 ......................................................................................................................................................................................................................................................................................................................................................

’IOO ...........................................................................................................................................................................................................................................................................................................

2010 2015 2020 2024

Source: Ericsson, MSCI World Telecommunications index Benedict Evans —— May 2025 19



“Better, faster, cheaper: pick two”

Dozens of models trading cost versus performance, and pushing towards the edge

Model quality (LMArena) versus price per million output tokens (USD), March 2025

® OpenAl 1,500 .......................................................................................................................................................................................................................................................................................................................................................................
® DeepSeek
® Others*®
O
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O
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1,100
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Source: Companies, LMArena Benedict Evans —— May 2025 20
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“Better, faster, cheaper: pick two”

Dozens of models trading cost versus performance, and pushing towards the edge

Model quality (LMArena) versus price per million output tokens (USD), March 2025
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“Feeds & speeds” and a lot of acronyms

Hundred of models, dozens of benchmarks and acronyms - MTOK replaces MHz
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Product, brand or distribution?

The models may be commodities, but ChatGPT is the only ‘AI’ brand with consumer awareness

Apple app store ranking, USA

— ChatGPT

= CoPilot

= Gemini

- Perplexity
Claude

250
Jun 2023 Dec 2023 Jun 2024 Dec 2024 May 2025

Source: SimilarWeb Benedict Evans —— May 2025 23



‘Big Tech’ strategies: “"how do we use this?”

Incumbents always try to absorb the new thing into their existing strategies

Make 1t a
feature

Build a Make it a Sell the APIs
commodity Amazon,

hardware
plattorm

(oogle, Meta,
Microsoit, Apple

(zoogle
A Met )
Nvidia mazom, Meta Microsoft
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But what does this mean ftor the rest of us?

How many acronyms do you need to care about if you're not an Nvidia shareholder?

Massive Models getting Models are

investment and better and commodities,
FOMO in tech cheaper for now

Benedict Evans —— May 2025
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Deployment
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From deterministic to probabilistic sottware

LLLLMs change what we can expect from software

Machine
learning

Probabilistic

Tasks that are
hard to explain
to a computer

Traditional
software

LLMs

Probabilistic

Tasks that are
easy to explain
to an intern?

Deterministic

Tasks that are
easy to explain to
a computer
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That sounds great, but...
What specitically can we do with tech
that can automate things computers

could never do before?

It the tech might get it wrong?
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What do we do with this? How?

For most people in most kinds of job, it’s not easy to work out what do with an LLM

What kind of
How do I ask errors are OK?

Blank screen
problem - what control, steer, Where do we

? in. i ?
do I want" explain, iterate” put the human

in the loop?
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Do we use LI.Ms to control all of our
traditional sottware?

Or are LLMs just another API to build
soltware?

Benedict Evans —— May 2025 30



B Weekly active
B Daily active

Do chatbots have product-market tit? Who tor?

If this is life-changing, why is WAU/DAU so bad? Is this just a matter of time, or is this a product problem?

How many people use generative Al chatbots in the USA?
LD %o
30%

20%

10%

0%

Pew, Aug 2024 CCIA, Nov 2024 NBER RPS, Nov 2024  NBER SWAA, Dec 2024 Bain, Dec 2024 KPMG, Dec 2024

Source: Consumer surveys conducted as of date shown Benedict Evans —— May 2025 31



Corporate hesitation

For enterprises, use cases are easier to see but implementation is hard

Enterprise reasons to delay LLM deployment, top three choices (December 2024)

D00
40%
30%
20%

10%

0%

Security & privacy Expertise Error rates ROl unclear Data not ready Intellectual property Regulation Use cases
rights

Source: Bain Benedict Evans —— May 2025 32



The future always takes time

Cloud is old and boring - but still only 30% of workilows

Enterprise workloads in public cloud

— EXpeCted |n 3 years 60% .......................................................................................................................................................................................................................................................................................................................................................................
- Today
50% .................................................................................................................................................................................................................................................................................................................................................................
40% ......................................................................................................................................................................................................................................................................................................................................................
30%

0%
Dec 2014 Dec 2015 Dec 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020 Dec 2021 Mar 2023 Jun 2024

Source: Goldman Sachs CIO Survey Benedict Evans —— May 2025 33



It's always difterent

Every platform shift looks like fundamental discontinuity

Smartphones replace

€ g — P77 iiiieiesessssssssssssssssssssaass >

What'’s a use-case for 3G PCs at 5-10x the scale
“Why would anyone trust . All new software is
Amazon with their data?” built on the cloud

“LLMs are slow, expensive

and unpredlctable” .................................... > Tl,-ue] bUt...
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What's the standard pattern?

How do we always deploy new technologies?

Absorb
| Innovate Disrupt
Make it a teature New products, } N
Automate obvious bundling and edeline the

. uestion
use-cases unbundling 9
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Do you have that use case?

"VisiCalc took 20 hours of work for some people
and turned it out in 15 minutes” - Dan Bricklin

Now, imagine a lawyer seeing it: “that’s very
clever, but I don’t have that use case”

Source: Computer History Museum




'JJ

“T have that use case

Immediately, obviously useful for some professions and some worktlows...

Marketing

Coding

Customer
support

Early adopters

Errors easy to see Errors easy to see

(Always a
limited market)

(Use with
caution)

Many possible
answers

30%+ elficiency
gains already
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AI coding as the new AWS? Series B and Autome=, e G o

We've raised $105M to further our missior
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") Posted By Anysphere Team

“Vibe coding” as the new abstraction layer, after 1 minutes read Y Combinator startups are fastest growing,
: . : most profitable in fund history because of Al
AWS, libraries, operating systems...
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]:

Anysphere is an applied research lab work
is to build the engineer of the future: a hu

A new Step Change reductlon 1n Software magnitude more effective than any one pr

very start of that, and our ambition stretc

CIeathIl COStS ? of programming where invention is effortlg KEY POINTS

To help us get there, we're announcing tod
funding from Thrive Capital, Andreessen

investors. The new funding will help us exf
research -- on systems, models, and prod

@KROONEY

® Y Combinator CEO Garry Tan says for about a quarter of the current
YC startups, 95% of the code was written by Al.

“What that means for founders is that you don’t need a team of 50
Central to our approach is achieving real- or 100 engineers,” Tan said. “You don’t have to raise as much. The
that Cursor is now used by millions of prog capital goes much longer.”

proprietary models now generate more co

The winter 2025 batch of YC companies in aggregate grew 10% per
week, he said.

Silicon Valley’s earliest stage companies are getting a major boost from

artificial intelligence.



For everyone else...

“It’s not the customer’s job to know what
they want. It’s our job to show 1t to them”

Steve Jobs
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Digital transtormation!

Dig into boring back-office processes and look tor things to automate

Accenture reported new quarterly ‘generative Al’ bookings ($m)

0
Feb 2023 May 2023 Aug 2023 Nov 2023 Feb 2024 May 2024 Aug 2024 Nov 2024 Feb 2025

Source: Accenture Benedict Evans —— May 2025 40



Startups create use cases & unbundle incumbents

Unbundling Excel, Email and Oracle

L NN ) 2 bloop.ai ¢

Al Powered
Legacy Code
onversion Ths

Produces
Ll CREVE

Broadening the modernisation paths available and
helping to solve legacy code for the long term

o ycombinator.com ¢

Vantel Stockholm, Stockholm County, Sweden

Al Software for Commercial Insurance Brokers
W25  FINTECH  INSURANCE

Fira san Francisco, CA, USA

Agentic Al platform for investment firms
W25  B2B  FINANCE AND ACCOUNTING

assistant-ui San Francisco, CA, USA

Open Source React.s Library for Al Chat
W25 B2B INFRASTRUCTURE

Artifact Atlanta, GA, USA

Cursor for hardware design, starting with electrical systems
W25 B2B ENGINEERING, PRODUCT AND DESIGN

Axal San Francisco, CA, USA

Fix software architecture with Al
W25 B2B ENGINEERING, PRODUCT AND DESIGN

Dex san Francisco, CA, USA

The Al Browser Copilot
W25 CONSUMER

® © = symphonica.com ¢

Symphonica6 Q *) Start For Free LOG IN

Moving Telecom OSS to the Cloud

Symphonica is a revolutionary Al-
Driven, No-Code OSS for Cloud-Native
Orchestration, Activation &
Provisioning in Telecom Companies

Symphonica connects any BSS to any network technology or
cloud service with just a few clicks. Join dozens of agile
telecom companies that use Symphonica to create, test and
launch new TM Forum-certified automation workflows and
network connectors in minutes.

TALK WITH AN EXPERT

Launch New Services Immediately with Symphonica
OSS

-




(Almost) every new startup is Al

The coming wave of Al startups unbundling Excel, email and Oracle

Y Combinator startups by field

B Other DO oo
B Al

W 2018 W 2019 W 2020 W 2021 W 2022 W 2023 W 2024 F/W 2025

Source: Y Combinator Benedict Evans —— May 2025 42



B Development/Pilot
B Production

70%

60%

50%

40%

30%

20%

10%

0%

Everyone has a pilot

Enterprise software takes time, and come with early disappointments

Enterprise use case adoption rates for generative Al: February, July & December 2024

Software

Source: Bain

Customer
service

Marketing

Knowledge
workers

Operations
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The future can take time

A quarter of CIOs have launched something - but 40% don’t plan anything until at least 2026

CIlO expected timing for first LLM projects in production, March 2025

Already deployed H1 2025 H2 2025

at least one project

0% 25% 50% 75% 100%

Source: Morgan Stanley CIO Survey



Platform shifts mean more tools

SaaS means the typical large enterprise now uses 4-500 apps

PCs Web/Mobile

Dozens ot Hundreds ot
apps apps

Mainframes

One app

[LT.LMs
What else

can we
automate?

Benedict Evans —— May 2025
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Is this a CIO question? CFO? CEQO?

Is this an Accenture question? Or a Bain/
BCG/McKinsey question?

Is this top line or bottom line change? Or
a disruptive, existential threat?
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What kind ot disruption, anyway?

‘Redefining the market’ can mean very different things

New York taxis versus Uber (trips per day) US hotels versus Airbnb (room revenue)
Hotels
Uber etc o
—
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Tavis - Airbnb
0
2015 2020 2024 2015 2020 2024

Source: TLC, Airbnb (NA GBV), Morgan Stanley Benedict Evans —— May 2025 47



Can we change the question?

Do you replace Google, or ask something entirely new?

@0 ® ([) (& ChatGPT 40> 2 (B @0 ® () (& ChatGPT> S B

What's a good chocolate chip cookie
recipe?

Here's a classic chocolate chip cookie recipe that strikes a great
balance between chewy and crispy — rich, buttery, and loaded with
chocolate:

what should | cook with this?
Ultimate Chocolate Chip Cookies

Reasoned about cooking options for 10 seconds
Yield: ~24 cookies

| see quite a few versatile ingredients here—greens (likely spinach or
Time: 15 min prep, 10-12 min baki i

mixed greens), yogurt, some chee¢ | possibly hummus, and various

mradiian im Fha Ariernar Arawarar Varll Amaild ~Aa im eaviaral factvy AiracstiAane
I‘\sk anything l‘-\sk anything

+ @ @ B 40 e @ + @ F e @




Where does the money go?

Brands spend a trillion dollars a year to talk to consumers - how does that money move around LLMs?

Global ad revenue, 2024 ($bn)

C
o)
Alphabet § All other ex-China China
<
0) 100 200 300 400 500 600 700 800 900 1,000 1,100
Source: Companies, GroupM Benedict Evans —— May 2025 49
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And what kinds ot questions are these?

Tech changes the landscape for each industry, and then moves on

How will Al
video generation

How does Al

search & What will AI-

enabled robotics
do to logistics?

discovery
change retail?

change
Hollywood?
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Welcome to the next
plattorm shift?
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Posit: all AI questions have one of two answers

Will this just be like everything else? No-one really knows

Answer:

“Tt will work Insert your

like every other question here...
plattorm shift”

Benedict Evans —— May 2025
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But no-one ever knows

What did we know about the future of the internet?

Source: TeleGeography

Figure 5. Network Gateways: A Cyberspace Divided

In this map, the major computer networks huddle in the mass of the Matrix, the term for the global collection of computer networks

that can exchange electronic mail. The Internet serves as a common ground for much communication on-line, with commercial on-
line services building gateways for electronic mail as well as other communication and data protocols to the Internet. Major national
services such as France’s Minitel (http://www.minitel.fr/) now provide gateway communication from their services to the Internet.

Network Gateway

© TeleGeography, Inc. 1995
Other Nets

secure

private

The Matrix

- - “."9\945\!.;‘.,‘,,?
~ ES "
Private Nets READ A

Internet  Gopher space
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FTP space °P Space
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America Online  Delphi

Commercial Services Prodigy

GEnie
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Meanwhile, all the old stutt is still there

The most boring chart in tech, with a brief exception - but this is trillions of dollars of global value

E-commerce as % US retail sales

— Addressable retail* DD T
— Retall

D0 Y bl
15%
10%

5%

0%
Mar 2000 Mar 2005 Mar 2010 Mar 2015 Mar 2020 Mar 2025

Source: US Census. Seasonally adjusted Benedict Evans —— May 2025 54
* Excluding cars, car parts & gasoline



And all the other new stuit

After a decade of promises and tens of billions of dollars, AVs might be starting to work

Monthly ‘robotaxi’ trips in California

@ Waymo 800,000 .......................................................................................................................................................................................................................................................................................................................................................................
@ Cruise

@
Tesla 7010 0101 TRl B i i iAkMidi iéicfs  h i llllIIlIlllTBHAAMM il iiii i i}t i i ii

800,000
500,000 P
BO0.000 e
800,000 e
200,000

‘IO0,000 ..............................................................................................................................................................................................................................................................................................................................................................

Sep 2023 Dec 2023 Mar 2024 Jun 2024 Sep 2024 Dec 2024 Mar 2025

Source: California Public Utilities Commission Benedict Evans —— May 2025 55



From dreams to deployment

What’s already big, what’s being built, and what comes next?

Dreams for
2030

XR, crypto,
robotics, space,
quantum, nuclear,
comp-bio, AVs

Dreams from
2005

E-commerce,
streaming, Saas,
worktlows

2025 4
Generative Al!
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About
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What matters in tech? What’s going on, what might it mean,
and what will happen next?

I've spent 25 years analysing mobile, media and technology,
and worked 1n equity research, strategy, consulting and venture
capital. 'm now an independent analyst, and I speak and
consult on strategy and technology tor companies around the
world. Mostly, that means working out the right questions.

For more, see www.ben-evans.com
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Thank you

Benedict Evans
May 2025
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