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¢ Big tech companies have announced impressive new
functionality in their Generative Al offerings

¢ VC funding activity for the Generative Al space remains strong

¢ Practical evidence reported that Al improves the performance
of knowledge workers

Al frenzy

The pace of development in Generative Al continues to be incredibly fast. Inside, we
give a round-up of the key events in Al during September. We’ve seen exciting new
functionality announced from Google, Meta and OpenAl. Analysis of the venture
capital (VC) funding flows shows that Generative Al remains an Emerging Space
where VC investors are keen to commit capital. Finally, there is now empirical
evidence that access to Generative Al significantly improves the performance of
knowledge workers... as long as it’s used for the right tasks.

But wait, there’s more

The full report also contains in-depth analysis of the signals from our predictive machine
learning models and analysis of correlations both across and within asset classes.
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This is true

DeepMind released Gato in
May 2022, not September 2023

DreamFusion was developed
by Google Research in
September 2022

The current version of
transformers is 4.33.3
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This month in Al

This month in Al

The pace of development in Generative Al remains incredibly fast. Here we give a round-up of
the key developments this month.

New functionality

Google Bard Extensions

In principle this sounds like a very exciting prospect. Google’s Bard, its conversational chatbot, is
now able to integrate with other Google tools. The benefit is that the chatbot can now use a whole
host of private data from your emails and documents when crafting responses to your questions.

However, in practice, the performance still leaves much to be desired. Answers to questions
about recent emails received were incomplete and contained statements that were untrue. Even
guestions about generic public search results led to underwhelming responses. For example, in
answer to our first question, “What have been the key developments in Generative Al during
September 2023”, Bard replied:

Here are some specific examples of generative Al developments in September 2023:

¢ Google Al releases Bard, a new large language model. Bard is trained on a massive
dataset of text and code, and it can generate text, translate languages, write different kinds
of creative content, and answer your questions in an informative way.

¢ DeepMind releases Gato, a new Al system that can learn and perform over 600 different
tasks. Gato is trained on a massive dataset of text, images, and code, and it can learn to
perform a wide range of tasks, including playing games, writing different kinds of creative
content, and generating realistic images and videos.

¢ Meta Al releases DreamFusion, a new generative Al model that can create realistic images
from text descriptions. DreamFusion can generate images of objects, people, and scenes
that are not found in the real world, and it can also create images that are consistent with a
given style or genre.

¢ Hugging Face releases Transformers v5.0, a new version of its popular open-source library
for natural language processing. Transformers v5.0 includes new features and performance
improvements, and it makes it easier to use generative Al models for tasks such as text
generation and translation.

Not only do most of these claims have errors in them, but the response also misses the
Generative Al announcement that has made the biggest splash so far this month: the soon-to-
be-released ChatGPT-4V. On the subject of which...
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OpenAl
OpenAl has been busy this month with announcements about two of its main Generative Al
models: DALL-E and ChatGPT.

According to the OpenAl blog post! “ChatGPT can now see, hear, and speak”. The new version
of ChatGPT-42 will have increased multimodal capabilities: Users will be able to communicate
with ChatGPT via speech (and ChatGPT will talk back) and have discussions about images.
The examples picked to illustrate the public announcements are (unsurprisingly) very
impressive. This functionality is not yet publically available, so time will tell whether this ends up
being as impressive in everyday usage.

Multimodality is an important area of research in Generative Al, and we expect to see many
such developments over the coming months from competing products. As always, new
functionality will come with new threat vectors and ways for the technology to be misused, so
these developments will lead to an even greater focus on Al ethics and safety.

OpenAl also announced DALL-E3 — a new version of its text-to-image model. Again, this
version is not yet available to the public, so we have to rely on the public announcements.

A major change here is the native integration with ChatGPT. The aim here is that users can chat
in natural language with ChatGPT, which will then help craft a detailed prompt for the image
model. If this works well, it should be a significant improvement in the user experience as users
would no longer have to learn how to engineer effective image prompts.

Meta

Meta has also announced a raft of Al-powered functionality this month. As with OpenAl, the
functionality has been announced before it is available to users, so we have to rely on the public
announcements. The Al functionality announced ranges from the serious to the light-hearted. At
the serious end of the spectrum, there is “Meta Al” — an Al-powered conversational chatbot,
which will be rolled into Meta’s messaging apps. At the fluffier end of the spectrum, there are “Al
stickers”. This is text-to-image functionality, which uses the company’s Llama 2 language model
and Emu image generation model to produce “stickers” for use in chats. These are virtual
stickers, not physical stickers. Apparently this is a thing.

New investments

Investment in Generative Al start-ups has soared in 2023 (chart 1). The total capital invested
year-to-date (YTD) has surpassed USD35bn. These investments have more than doubled
compared with the levels observed in 2021 and 2022.

Interestingly, venture capital (VC) investments have constituted the majority of the total
investments in these start-ups, as depicted in chart 2. Since 2022, about 70% of the funding for
these start-ups has been sourced from VCs, with just 27% from Private Equity, and a mere 3%
share allocated to M&A or IPO investments. These trends underscore the pivotal role of VC
funding in driving innovation and the surge in Generative Al applications. We explored how
Generative Al has emerged as an “Emerging Theme” enticing VC investors in our report
Funding the Future, 7 August 2023.

1 https://openai.com/blog/chatgpt-can-now-see-hear-and-speak
2 Strangely, they called this “ChatGPT-4V” (where the V stands for “Vision”) rather than making this version 5 and then
simply naming it “ChatGPT-V"
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Amazon investment in Anthropic

m Biggest Deals YTD

Source: PitchBook Data, Inc, HSBC

Amazon has recently agreed to invest up to USD4bn in Anthropic, an Al start-up. This is the
second-largest Generative Al deal YTD (chart 3), with only the USD10bn investment by

Microsoft in OpenAl coming in larger this year.

Anthropic has a large language model called ‘Claude’ — one of the major competitors to
ChatGPT. Amazon, although strongly exposed to the Generative Al theme through its AWS
cloud offering, has so far not been a leader in developing Generative Al products, so it will be
interesting to see the degree to which this move is followed by further activity in this space.



Al improved performance
with no need for training

Using Al for inappropriate
tasks can actually harm
performance

Generative Al acts as a skill
leveller
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Al implementation

The effects of Al on knowledge workers

One of the most common questions we receive from clients about Generative Al is “can it
actually help with productive work or is it just a cool toy?”. If you've ever wondered the same
thing, a research paper? published earlier this month may be just what you’ve been waiting for.

The research took several hundred consultants and split them into three groups:
1. No access to Al

2. Access to Al

3. Access to Al and trained on how to use Al effectively

These groups were then given a variety of tasks designed to be similar to the sorts of activities
they would do in their role. The researchers observed a significant improvement in performance
for both groups of people who had access to Al. There was no notable difference in
performance between the group that had training and the group that did not.

The groups were also given a task that was specifically designed to be something with which
Generative Al is not currently able to help. On this task, the group with access to Al performed
worse than the group with no access to Al.

Before performing the experiment, the researchers assigned tasks to all participants to complete
without using Al. This enabled them to split participants into different performance levels (i.e.
performance level without access to Al).

For tasks where Al is able to help, the researchers found a disproportionate benefit for the lower
performers. The performance of these participants when they had access to Al was better than
the high performers without access to Al. And the gap between high and low performers was far
smaller in the group with access to Al. This has the potential to deliver significant productivity
improvements across an enterprise.

Hopefully you feel energised by this Free to View note. If this section simply whets your appetite
for more, contact your HSBC representative or email us at AskResearch@hsbc.com.

3 Dell’Acqua, Fabrizio and McFowland, Edward and Mollick, Ethan R. and Lifshitz-Assaf, Hila and Kellogg, Katherine and
Rajendran, Saran and Krayer, Lisa and Candelon, Frangois and Lakhani, Karim R., Navigating the Jagged Technological
Frontier: Field Experimental Evidence of the Effects of Al on Knowledge Worker Productivity and Quality (September 15,
2023). Harvard Business School Technology & Operations Mgt. Unit Working Paper No. 24-013, Available at SSRN:
https://ssrn.com/abstract=4573321 or http://dx.doi.org/10.2139/ssrn.4573321


mailto:AskResearch@hsbc.com

SBC Free to View ® Multi-Asset - Data Science
AP HSB 29 September 2023

Disclosure appendix

The following analyst(s), who is(are) primarily responsible for this document, certifies(y) that the opinion(s), views or forecasts
expressed herein accurately reflect their personal view(s) and that no part of their compensation was, is or will be directly or
indirectly related to the specific recommendation(s) or views contained in this research report: Mark McDonald and Shiva Joon

This document has been issued by the Research Department of HSBC.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research.

Additional disclosures
1 This reportis dated as at 29 September 2023.

2 All market data included in this report are dated as at close 27 September 2023, unless a different date and/or a specific
time of day is indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4  You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.


https://www.hsbcnet.com/research

SBC Free to View ® Multi-Asset - Data Science
AP HSB 29 September 2023

Disclaimer

Issuer of report
HSBC Bank plc

This document has been issued by HSBC Bank plc, which has based this document on information obtained from sources it believes to be reliable but which it has not independently verified.
Neither HSBC Bank plc nor any member of its group companies (“HSBC”) make any guarantee, representation or warranty nor accept any responsibility or liability as to the accuracy or
completeness of this document and is not responsible for errors of transmission of factual or analytical data, nor is HSBC liable for damages arising out of any person’s reliance on this information.
The information and opinions contained within the report are based upon publicly available information at the time of publication, represent the present judgment of HSBC and are subject to
change without notice.

This document is not and should not be construed as an offer to sell or solicitation of an offer to purchase or subscribe for any investment or other investment products mentioned in it and/or to
participate in any trading strategy. It does not constitute a prospectus or other offering document. Information in this document is general and should not be construed as personal advice, given
it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the appropriateness
of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional investment and tax advice.

The decision and responsibility on whether or not to purchase, subscribe or sell (as applicable) must be taken by the investor. In no event will any member of the HSBC group be liable to the
recipient for any direct or indirect or any other damages of any kind arising from or in connection with reliance on any information and materials herein.

Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Where
an investment is denominated in a currency other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price
or income of that investment. In case of investments for which there is no recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its
value or the extent of the risk to which it is exposed. Some of the statements contained in this document may be considered forward looking statements which provide current expectations or
forecasts of future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from
those described in such forward-looking statements as a result of various factors.

This document is for information purposes only and may not be redistributed or passed on, directly or indirectly, to any other person, in whole or in part, for any purpose. The distribution of this
document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. By
accepting this report, you agree to be bound by the foregoing instructions. If this report is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of
business in place between the recipient and such affiliate. The document is intended to be distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group
member in your home jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors. Investors should consult
with their HSBC representative regarding the suitability of the investment products mentioned in this document.

HSBC and/or its officers, directors and employees may have positions in any securities in companies mentioned in this document. HSBC may act as market maker or may have assumed an
underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell or buy securities and may also perform or seek to perform investment
banking or underwriting services for or relating to those companies and may also be represented on the supervisory board or any other committee of those companies.

From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts from accepting payment or reimbursement for travel expenses from the
issuer for such visits.

HSBC Bank plc is registered in England No 14259, is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority
and is a member of the London Stock Exchange. (070905)

© Copyright 2023, HSBC Bank plc, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic,
mechanical, photocopying, recording, or otherwise, without the prior written permission of insert issuing entity name. MCI (P) 027/10/2022, MCI (P) 017/01/2023, MCI (P) 061/09/2023

[1221536]



	But wait, there’s more
	This month in AI
	This month in AI
	New functionality
	Google Bard Extensions
	OpenAI
	Meta

	New investments
	Amazon investment in Anthropic

	AI implementation
	The effects of AI on knowledge workers


	Disclosure appendix
	Additional disclosures

	Disclaimer

