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() Two Epochs

. Fundamentalists (Knowledge)

Capture large alpha from earning surprises &

time on market

Quants . (Compute)

Analyze historical prices & factors to find mispricings.
Systematic & backtested small alpha + leverage =
large alpha



(UNew Technology

Cenerative “re-trained Transformer
(GPT)

Large Language Models
(LLM)

Who are the winners?



) Open Mind & Humble

(™ Daniel Gross
€ » @danielgross

A real honor to have dinner with and Charlie Munger




Andi Kerenxhi, CFA

Building Al for Investors seeking to
capture alpha | Ubineer President |

® 8+ years experience as
software equity analyst

® HBSc from University of
Toronto-Quantitative Analysis
Mathematical Finance,
Management and Economics



U What Assumptions are priced in?

e Humans will encounter many LLMs or
multimodal models per day

e The models will do semi-complex tasks

e Agency/Morality will still reside with Humans

e \We are really early and not close to a local
Maxima




) Priced in Assumptions # 2

e More products are required:
o Chat is not the only interface

e Connectivity is in place so if a product works
It will capture market share quicker than
previous generations

e We will still chew gum the same way



() Questions Asked of LLMs Q4 2022

1. Human Creativity can’t be replaced
2. Limited Context
3. Itis not Current

4. It can’t Compute



) All Solved in 6 Quarters
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) Our main learnings

Large Language Models (LLM)

Require

Correct Compute &
Information



U A tough question to ask?
What should

content strategy be?



) What an LLM needs?
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) Text Example
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() Tables and Graphs

~ ([ Ealance Sheet Components
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) Formulas...
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(U Get smaller LLM to Create Layers
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() Layers generated by LLM?

INnstructions

14 Layers
over four
companies

\

s

'

LLM



) LLM Generated output

It is optimal for Metflix to focus on 1i sing valuable content from their competitors
while continuing to produce their most popular shows. This strategy allows Netflix to
not only acquire exclusive content from successful producers, but also to maintain
control over a portion of their library to increase brand loyalty and revenue from
subscribe

By acquiring valuable content from competitors, MNetflix can take advantage of their
financial difficulties and provide a solution to their short-term debt problems. This
will 0 allow Netflix to diversify their content offerings and attract more
\thLrlhul

Additionally, partnering with established content creators allows nNetflix to utilize the

resources and experience of those creators to produce and market the content

lusive content from competi ' o allows Netflix to build a strong
i ping them ahead of other streaming platforms in terms of

cuntent UTfEPlHT\

o= "

Finally, licensing content from competitors will also allow Metflix to maintain a
balance of their content that can be used to sell to other streaming platforms, which
could alsc make them an attractive asset e acquired by a bigger company.

In summary, by licensing valuable content from competitors while maintaining their in-
house production capabilities, Netflix can maximize their revenue from subscribers,
diversify their content offerings, and maintain competitive position.«




U Verified by management

Another example is the licensed title Swits. This legal drama originally premiered on USA Network in
2011 and ran until 2019. Despite having been available on other streaming services, the debut of

: (denoted with an
based on engagem

most-watched title across film, origipal @i acquired TV on streaming in the US for 12 weeks starting
in late June (614M visuule®®7s - a new Nielsen record). Over that same time frame, Suits generated 1B
view h y¥0n Netflix globally™. nsing has always been an important part of our programming
strategy. As the competitive environment evolves, we may have increased opportunities to license more
hit titles to complement our original programming. We believe this will deliver additional value for our
members (i.e., engagement), as well as for rights holders who benefit from the increased awareness and
revenue that Netflix delivers, in addition to the new life that success on Netflix can drive (e.g, Friends,
The Office, a new n th
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) Is this a new data set or an edge?

In-depth Smarter Breadth/

Analysis Insights Scale




) Our Mental Model with LLMs

e |f ataskisiterative and simple, LLMs will win.
o Capture/organize data from the web
o Parts of coding

e LLMswill make us more knowledgeable
o Above example
o Specific Agents




JA low probability future?

Fundamentalist understand the
underlying businesses better than the
Quants.

But ... Don't adapt quickly to technology.



U Machine augmented decisions

1. Fundamentalist thinks of a question

2. Research done by LLM “analyst”

3. Value Accretive or Destructive is decided by
the Fundamentalist




) Conclusion

1. Fundamentalists: will feel like they are
working with many really smart friends

2. Quant world and Fundamental world
should converge

3. Winner: whoever generates the most
valuable tokens
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