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Artificial Intelligence at a Glance
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Fundamentally AI is Built Upon 1) Compute, 2) Data, 3) Models
Generative AI and Emerging Large Language Models Represent the Latest Break-Through on AI
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Large Language Models
Type of natural language processing that 

uses deep learning to process and
analyse human language

Generative AI
AI model designed to generate synthetic data based on 
patterns learned from existing data (i.e. text, images)

Transformers
Input data is transformed into a sequence of vectors, and then the vectors predict 

an output sequence

Deep Learning
Involves training neural networks to perform tasks like image recognition

Machine Learning
Involves training algorithms to make predictions based on data

Artificial Intelligence
Machines that can perform tasks that typically require human intelligence like 

understanding, reasoning, learning, decision making etc.

Source: Company Data, Morgan Stanley Research 

Latest breakthrough in the 
Artificial Intelligence Space



The Concept of AI Isn’t New…It’s Been Building for Years
1997-2022
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2012 2014 2014 2018 2019

2020 2021 Jan 2021 April 2022 May 2022 Aug 2022

Sept 2022 Oct 2022 Oct 2022 Nov 2022 Nov 2022 Dec 2022

AlexNet
(Imagenet + CNNs)

Amazon Announced Alexa 
(Based on RNNs) Tesla Introduced Autopilot Google Introduced 

Transformers Google Launched BERT OpenAI Announced GPT-2

OpenAI Announced
GPT-3; MSFT signs 

exclusive license for GPT-3
Google Announces LaMDA

OpenAI DALL-E 1
(Text to image)

OpenAI DALL-E 2
(Upgrades with detailed 
images and variations)

Google Imagen (Text to 
Image)

Stability AI Stable Diffusion 
(Text to Image)

Meta Make-a-Video
(Text-to-video)

Google Phenaki (Detailed 
prompt text to longer video)

Google Imagen Video
(Text to video)

Lensa AI (Avatars using 
open Source stable 

diffusion)

OpenAI ChatGPT Natural 
language model with 

human-like responses

Google Dramatron
(Film script writing tool)

Source: Company Data, Morgan Stanley Research 



But Generative LLM Models Represent A Major Breakthrough

Time It Took for Selected Online Services to Reach One Million Users
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5 Days

Netflix - 1999

Kickstarter - 2009

Airbnb - 2008

Twitter - 2006

Facebook - 2004

Dropbox - 2008

Spotify - 2008

Instagram - 2010

ChatGPT - 2022

Accelerating
Adoption

• As an example of the accelerating pace of consumer adoption, ChatGPT reached 1MM users in only 5 days

Source: Company Data, Morgan Stanley Research 

And as Seen in Prior Tech Cycles, the Pace of Innovation and Adoption Is Accelerating



The Six Major AI Enablers
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Data Center Hardware

End User Devices

Partnerships

Public Cloud Offering

In-House Silicon

Models & Apps

    

   

   

     

    

    

Source: Company Data, Morgan Stanley Research 
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Key Opportunities for IR and Public Markets
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• Timely identification of compliance issues

Key AI Opportunities for IR (1/2)

KEY OPPORTUNITIES FOR IR AND PUBLIC 
MARKETS
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• Identification of potential investors through 
current portfolio composition, behaviour etc

• Optimised investor outreach and NDRs

• Streamlined monitoring of peers, competitors 
and industry trends

• Real time sophisticated monitoring of news, 
social media and market data

ComplianceMarket Intelligence and Data Analytics Enhanced Investor Targeting



Key AI Opportunities for IR (2/2)

KEY OPPORTUNITIES FOR IR AND PUBLIC 
MARKETS
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Natural Language ProcessingPredictive Analytics Reporting

• Analysis of financial reports, press releases 
and impact on market sentiment

• IR could better understand market reaction 
following announcements

• Boost in efficiency while producing financial 
reports

• Streamlined regulatory filings

• For investors to analyse market data in order 
to anticipate market movements

• For IR to better understand investor sentiment 
and design communications accordingly
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Potential Threats for IR and Public Markets
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Potential Threats Posed to Public Markets and IR

POTENTIAL THREATS FOR IR AND PUBLIC 
MARKETS

13

Language Scanning / FlaggingSource of Underlying Data Privacy

• Flagging systems based on positive/negative 
words could miss out on potential threats 

• Solely relying on this scanning systems might 
pose a threat 

• Employees sharing confidential information 
with AI machines could be dangerous 

• Increased risk of leakage of confidential 
information

• Ongoing discussion about the different sources 
AI uses and how reliant the underlying data is

• Robustness and trustworthiness of those 
sources can be questioned
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Tangible Morgan Stanley’s Applications
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Earnings Word Analysis for Company X vs Peers (1/2)

Source: Company Information, Morgan Stanley Quant Strats Team TANGIBLE MORGAN STANLEY’S APPLICATIONS 15
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Earnings Word Analysis for Company X vs Peers (2/2)

Company X Vis-à-Vis US Peers
Peers Word Frequency vis-à-vis Total Meaningful Words Spoken
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• Over the last four quarters, 
Company X focused more 
than US peers on:
– Invest, infrastructure, 

valuation and fundraising, 
and somewhat more on 
the market

• US peers focused more on:
– Capital and fees, and 

somewhat more on 
growth

Company X’s Word Frequency vis-à-vis Total Meaningful Words Spoken

Source: Company Information, Morgan Stanley Quant Strats Team 

Words Used by US Peers > Company X

Words Used by Company X > US 
Peers 

U
S 

Pe
er

s

Company X

Words frequently 
used by US Peers 

but not by Company 
X

Infrequently 
used words

Used by both X and US Peers 
at similar frequencies

Words frequently 
used by X but not 

by US Peers

Visual Interpretation of 
Scatter Plot

TANGIBLE MORGAN STANLEY’S APPLICATIONS

Company X

X’s Greater Frequency of Invest, Infrastructure, Valuation and Fundraising; Less Use of Capital and Fees

1



10%

20%

30%

40%

50%

60%

MMM Peers DOW30 SPX

10%

20%

30%

40%

50%

60%

MMM Peers DOW30 SPX

10%

20%

30%

40%

50%

60%

MMM Peers DOW30 SPX

Full Transcript Sentiment Analysis from 8 Earnings Calls of Company X
Sentiment(1) Can Be Derived From Each Word, Whether it is Positive, Uncertain or Negative

Notes:
1. Sentiment is measured using keywords from financial jargon dictionaries. Scores are defined by # of words that fall into a certain category / # of words that fall into every category. The categories for this analysis are positive, negative, and uncertain. The 

words that fall into these categories are defined by Morgan Stanley internal dictionaries.
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Uncertainty is SteadyPositivity Increased off Lows Negativity has Declined

Overall sentiment across the S&P 500 improved slightly 
from Q1 to Q2 stabilizing above pre-covid levels as the 

positivity / uncertainty / negativity split sits as 53% / 25% / 22%

Market-wide spike in negativity during 
2020Q1 calls at the onset of covid outburst

Company X exhibited quick 
sentiment jump post covid

“We continue to prioritize capital to our greatest 
opportunities for growth, productivity and sustainability, 
while… delivering for our customers, improving operating 
rigor and enhancing daily management.”

“I would say share buyback and continued share back 
depends on what the volume is going to be, depends on 
the needs of future capital in uses that we have…”

“… growth was more than offset by a decline in our 
respiratory portfolio due to last year's strong COVID-
related demand resulting in an organic sales decline of 
low single digits...”

Quotes / paraphrased content from recent Company X earnings call to contextualize how programs will process sentiment.

X X X

Source: Morgan Stanley Research
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Research Report Sentiment Analysis
MS Research Developed a Two-Step Methodology to Extract Sentiment(1) From Analysts’ Reports
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099 -99

“Premium growth and core margin 
improvement drove solid beat in 1Q17. 
Management sees strong momentum and 
opportunities while focusing on maintaining 
margin. We increase 2017-18e EPS and PT 
to $250.” 

“We believe risk F1Q17 appears balanced
as we see mixed trends in the core 
business. However, the main focus of the 
quarter will be incremental detail on TNT’s 
expected financial impact to FDX’s FY17 
EPS and consensus estimates.”

“Weakness in PCs and wireless 
infrastructure have a surprising impact, 
driving y/y revenue declines in 2q. We had 
been cautious about those factors, but didn’t 
expect such a significant effect. The stock is 
expensive, with slowing growth, and we 
remain on the sidelines.”

Neutral SentimentPositive Sentiment Negative Sentiment

The team developed a systematic trading strategy combining the MRAS score with revised price targets for timing and direction. 

Back testing of this strategy, between Jan 2013-May 2019, suggests an overall 1.2x Sharpe ratio after taking trading and financing costs into account

Positive Sentiment Positive Sentiment Positive Sentiment

Source: Morgan Stanley Research

Notes:
1. Sentiment is measured using keywords from financial jargon dictionaries. The words that fall into these categories are defined by Morgan Stanley internal dictionaries.
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Legal Disclaimer

© Morgan Stanley and/or certain of its affiliates. All rights reserved.

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or action 
whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information provided in 
connection with this document in strict confidence and may not communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at any time except with 
our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.
We have prepared this document and the analyses contained in it based, in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees, agents, 
affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such assumptions or 
information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of our affiliates, or our or 
their respective officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the information contained in this document or 
any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or otherwise) in relation to 
any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability which may be based on this document and any 
errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied, that any 
transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, 
prospects or returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions prevailing as of the date of this document 
and are therefore subject to change. We undertake no obligation or responsibility to update any of the information contained in this document. Past performance does not guarantee or predict future 
performance.
This document and the information contained herein do not constitute an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do they 
constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or commit 
capital, or to participate in any trading strategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent third party 
legal, regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial opinion or 
recommendation by us or any of our affiliates. This document is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.
Notwithstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without limitation of any kind 
from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or other tax 
analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure" is limited to facts relevant to the U.S. federal and state income tax treatment of the 
proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors.
This document is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley Senior 
Funding, Inc., Morgan Stanley Bank, N.A., Morgan Stanley & Co. International plc, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities Co., Ltd., 
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan Stanley Asia (Singapore) 
Pte., Morgan Stanley Services Limited, Morgan Stanley & Co. International plc Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits otherwise, you must contact an 
authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.
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