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Why invest with Platinum?

2
Source: Platinum. This is a stylised representation of a complex process. The graph depicts the objectives of Platinum’s investment philosophy. Platinum does not guarantee that the objectives of its investment philosophy will always 
be achieved.
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Specialist Technology & Communications team

Source: Platinum

In addition to drawing on the whole investment team

Jimmy Su
 Portfolio Manager of the Platinum International Technology Fund from Oct 2022

 Joined Platinum in 2017

 Previous experience as an analyst at BT and Morgan Stanley Wealth Management

 CFA, BCom (University of Sydney)
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Kevin Chan
 Senior Investment Analyst in the Technology and Communications team

 Joined Platinum in 2011

 Previous experience as a software engineer and business analyst

 CFA, Beng Hons1, BSc (University of Sydney)

Tom Tao
 Investment Analyst in the Technology and Communications team

 Joined Platinum in 2021

 Previous experience at Yarra Capital and Eight Investment Partners

 BCom (Curtin), MFA (La Trobe)



23 years experience investing in technology

4 Source: Platinum. Platinum does not guarantee that the objectives of its investment philosophy will always be achieved.

Dedicated Technology and Communications team

 Launched in May 2000.

 Invests primarily in technology and telecom securities. 

 Also invests in providers of computing, networking and telecommunications equipment, software, semi-conductors and related capital 

equipment providers, IT services, as well network operators, content providers and “internet” based businesses

Jimmy Su
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Senior Investment 

Analyst
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Services team

Consumer 
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Tom Tao

Investment Analyst

Japan team



Outline of today’s presentation

5

Section Duration

Generative AI: misconceptions and investment opportunities ~15 minutes

Advertising: the next leg of growth for streaming ~ 5 minutes

Auto semis: unappreciated niche of the chips industry ~ 5 minutes

Q & A
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Generative AI

Misconceptions and investment 

opportunities



GenAI most impactful narrative in tech this year

7
Source: Goldman Sachs GIR and Bloomberg News analysis of earnings transcriptions. Note: Analysis looked at the terms “AI” and “Artificial Intelligence”. Data through 27 July 2023 for 40% of Nasdaq 100 companies that have 
reported.
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GenAI most impactful narrative in tech this year

8 Source: Factset, Platinum estimates
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Networking

Compute

Cloud computing value chain

9 Source: Platinum and logos from company websites
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Compute

$5 revenue

Cloud computing – unit economics

10 Source: Platinum estimates and logos from company websites
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Generative AI value chain similar to cloud computing

11 Source: Platinum and logos from company websites
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Unit economics for AI is similar to cloud computing

12 Source: Platinum estimates and logos from company websites
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Misconception #1

Media and investors focus on Nvidia and AI companies. The crucial link between the two are the

cloud service providers who invests capital to provide the underlying infrastructure to the eco

system.

13 Source: Platinum



AI adoption still nascent

14 Source: Factset

Demand in 

FY23

Today Notes

SaaS vendors SaaS cos announced AI modules

in 1H. Commentary more muted

vs 3 months ago.

Github Copilot at ~$150mn in

revenue.

Practical challenges -> move corporate data into cloud,

governance, security, privacy, regulations.

Monetization remains unclear and some SaaS

vendors are giving AI modules away for free to drive

adoption e.g. Zoom.

Consumer app Open AI probably do $1bn in

revenue, Anthropic do $200mn in

revenue.

ChatGPT traffic and engagement metrics peaked in

May and declining.

Search Bing Copilot and Bard. Market share data for search suggest very little or any

impact at all on search market.

Enterprise model 

training

Most companies in early

experimental phase.

Accenture said about 300 companies are testing, costs

$1mn per yr but most are personnel / consulting costs.



VC and private markets still enthusiastic about gen AI

15 Source: CB Insights
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Private funding driving demand for GPUs

16 CBInsights, 3Q22 to 2Q23, Bernstein estimates, Platinum estimates and logos from company websites, 

AI application companies (~$4bn raised)

• Training new models and building AI products, but use

cases are unclear.

• Majority investing into AI assistants and HMIs – i.e. copy cats

to ChatGPT.

• Don’t make money, reliant on external funding to keep

going.

• Using cash raised to rent hundreds or thousands of

GPUs for up to 3 years in advance, causing GPU capacity

shortage at CSPs.

Tier 2 CSPs (~$10bn raised)

• Start ups, ex crypto mining and HPC businesses – “the grift

shift”.

• Competing with the big 3 CSPs by buying GPUs and renting

them out for as much as 50% off. This is a key driver of the

GPU shortage.

• We estimate that they made up as much as ~35% of the

QoQ growth in Nvidia data center revenues.

• Don’t make money, reliant on external funding to buy more

GPUs and keep going.



Misconception #2

GPU shortage is caused by flood of investor funding into the AI sector. There is very little end

demand for AI products. Sector growth at risk of investors losing confidence and withdrawing

further funding.

17 Source: Platinum estimates



Market thinks NVDA sells $170bn AI GPUs over 3 years

18 Source: Factset
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Implies CSPs to spend ~$240bn on AI over next 3 years…

19 Source: Platinum estimates
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… and double capacity expansion vs last 3 years

20 Source: Factset
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We (optimistically) think revenue will only be ~$45bn…

21 Source: Platinum estimates
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*See appendix for details
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… and the industry will be heavily loss making

22 Source: Amazon financial results 2014 to 2022, Platinum estimates

Industry added too much capacity and not enough demand to fill it

~$25bn loss per 

year
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To make ~10% ROC, CSPs need to do ~$180bn in revenue

23 Source: Amazon financial results 2014 to 2022, Platinum estimates

IaaS industry revenue was ~$160bn in 2022. We don’t think it’s reasonable to 

assume this doubles in 3 years

~15% EBIT 

margin



Misconception #3

We don’t think Nvidia revenues can grow in line with expectations over the next three years. Absent

of killer apps or solutions which can soak up the capacity, such level of investment implies an

overcapacity problem.

24 Source: Platinum estimates



Cisco in the telco boom and bust 1996 – 2002

Background

• 1996 – 2000 US telecommunications industry tripled

fiber capacity from ~105k miles to ~355k miles.

• Internet usage was growing quickly and new entrants

added own fiber capacity.

• Capex benefited equipment providers who sold switches

and fiber to the telcos. Revenue more than doubled

from $62bn to ~$135bn.

• By 2000, only ~3% of capacity was utilized,

weakening macro, investors lost confidence in new

entrants and funding dried up.

• Telcos cut back on fiber investments and equipment

sales fell from ~$135bn to ~$90bn a year later.

25
Source: Excessive entry of national telcom networks, 1990 – 2001, Hogendorn A, Telecommunications Policy 35, 2011. Boom and Bust in telecommunications, Elise A et al, Federal Reserve Bank of 
Richmond Economic Quarterly, Fall 2003



Cisco in the telco boom and bust 1996 – 2002

Cisco

• Cisco revenue grew from ~$4bn to ~$22bn (+40%

p.a.).

• Stock was trading on 25x sales in 2000.

• Investors justified this valuation by assuming

Cisco’s revenue will continue to grow at that rate

well into the future driven by growth in internet

demand and strong telco capex growth.

• When the bubble burst and equipment sales began

falling, stock went from ~$80 to ~$20 (-75% decline).

• Investors had reset the growth expectations much

lower.

26 Source: Factset
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Cisco in the telco boom and bust 1996 – 2002

27

Factors Cisco in telco boom/bust Nvidia in 2023

Capital intensity 

of customers

High – laying fiber High – adding GPU capacity

Capacity 

expansion by new 

entrants

Qwest, Level 3, IXC CoreWeave, Lambda, Applied 

Digital

New entrants’ 

business models

Undercut incumbents on 

price, profitability 

questionable

Undercut incumbents on 

price, profitability 

questionable

Bullish demand 

side forecasts

“Internet use doubles every 3 

to 4 months”

“GenAI will double IT spend”

Use cases and 

monetization

Internet – unsure GenAI - unsure

Valuations P/S 25x at peak P/S 21x for CY23e

Telco 
companies

Cloud service 
providers

Cisco Nvidia

End users End users

Application 
companies

Investor enthusiasm, capacity overbuilds and stock market boom and busts in capital intensive industries is not new…

Telco value chain AI value chain



Misconception #4

“This time it’s different”.

28



Positioning

29
Source: Platinum International Technology Fund portfolio as at 30 September 2023. This is a stylised representation of a complex process. This depicts the objectives of Platinum’s investment philosophy. Platinum does not guarantee 
that the objectives of its investment philosophy will always be achieved.

Positioning Examples Fund position

Avoid bets on how big AI will be Nvidia, Dell, Vertiv -

Buy companies where generative AI can 

be a sustaining innovation and 

valuations are reasonable

Adobe (see our September quarterly),  

Microsoft

~7%

Short business models disrupted by Dall 

E and ChatGPT today

Freelancer marketplace businesses, stock 

photo businesses

~2%

Short AI hype businesses AI stock promotion schemes, R&D projects 

masquerading as real businesses

~1%



In summary

1. We think the market is over-estimating the demand for GPUs, the current growth in GPU 

demand is being driven by private markets and VC funding and not end demand;

2. We saw the same thing happen in the telco boom and there are some scary similarities 

between the peak hype in Cisco and Nvidia; and

3. We prefer to play AI where it is a sustainable innovation tool and valuations are reasonable

like Adobe and via crucial infrastructure companies where the enthusiasm has not been 

priced in.

30 Source: Platinum
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Advertisements

The next leg of growth for streaming



US households watching less linear TV

32 Source: Morgan Stanley Research, eMarketer
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Brands still spending $60bn a year on linear TV ads

33 Source: Morgan Stanley research
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Major streaming services are adding ad inventory…

34 Source: Netflix website and Amazon website

Netflix Amazon



We expect linear ad budgets to move across to AVOD

35 Source: eMarketer, Motion Pictures Association
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Framework on who likely wins – Amazon and Netflix

36 Source: Nielsen data, reelgood, companies’ annual reports, Platinum estimates
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AVOD is one of many reasons why we own Amazon

37 Source: Amazon 2022 10K, Platinum esitmates
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Positioning

38
Source: Platinum International Technology Fund portfolio as at 30 September 2023. This is a stylised representation of a complex process. This depicts the objectives of Platinum’s investment philosophy. Platinum does not guarantee 
that the objectives of its investment philosophy will always be achieved.

Positioning Fund position

Long Netflix and Amazon ~8%

Short media stocks with large exposure to 

linear ad revenue and high debt load

~1%



In summary

1. We think the next leg of growth for streaming services is ad revenue;

2. We think there will be 2-3 winners and the most likely winners are Amazon and Netflix; and

3. We think advertising could add ~US$720m in revenue for Amazon in 2024 and ~US$3.6bn in 

the medium term.

39 Source: Platinum
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Automotive 
semiconductors

Underappreciated niche of the chips 

industry



Auto semis revenue growth accelerated in last 3 years

41 Source: LMI, Omdia, Platinum estimates
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This was driven by increased penetration of EV and ADAS

42 Source: Citi research, Evercore ISI

2%
2%

3%

7%

12%

0%

2%

4%

6%

8%

10%

12%

14%

2018 2019 2020 2021 2022

EV penetration %

5%

6%

8%

10%

12%

16%

19%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

2016 2017 2018 2019 2020 2021 2022

ADAS penetration %



500

1,000

1,500

0

200

400

600

800

1,000

1,200

1,400

1,600

ICE BEV Premium BEV

Auto semi content per vehicle US$

Power Non-power

There’s 2-3 x more chips in an EV vs ICE

43 Source: Infineon investor presentation, Platinum esitmates

• Inverter

• On board charging

• Battery management system

• ADAS

• More sensors, radar and compute

• Increasingly complex vehicle 

architectures 
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… and margins will likely be structurally higher vs history

45 Source: Platinum estimates
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Infineon segment EBIT margin

46 Source: Infineon annual results
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Stocks are trading in line with historical valuations

47 Source: Factset
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Positioning

48
Source: Platinum International Technology Fund portfolio as at 30 September 2023. This is a stylised representation of a complex process. This depicts the objectives of Platinum’s investment philosophy. Platinum does not guarantee 
that the objectives of its investment philosophy will always be achieved.

Positioning Examples Fund position

Long auto semi cos in leading market 

positions with technology and/or cost 

leadership

Infineon, STMicro, NXP, Mobileye ~9%



In summary

1. We think the growth in electric vehicles and assisted driving will underpin accelerated revenue 

growth for automotive semiconductors for the medium to long-term;

2. We think automotive semiconductor manufacturers will be able to earn better margins as the 

semiconductors are used in mission critical applications where quality trumps price; and

3. We think the market has not priced in this level of growth given concerns over a coming 

recession.

49 Source: Platinum



invest@platinum.com.au

The Investment Specialist team is here to help

Dean McLelland

0404 832 853

mclelland@platinum.com.au

Olivia Salmon

0459 583 625

salmon@platinum.com.au



We’re here to help: in-depth quarterly reports & The Journal

Source: Platinum51
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Q&A
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Thank you
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Appendix



Our (optimistic) estimate of AI demand in 3 years’ time

55 Source: IDC, Google 10K, Platinum estimates

Potential sources of 

demand in FY26e

Application revenue in 3 years’ time CSPs revenue in 3 years’ time

SaaS vendor $50bn -> SaaS market globally $800bn, 

assume 30% ARPU uplift and 25% 

penetration

$5bn -> CSPs revenue typically 10% of SaaS revenue

Consumer app $12bn revenue -> assume ~10x increase 

from ChatGPT like apps

$3bn -> CSPs revenue ~25% of consumer app revenue

Search $36bn -> assume AI is ~20% of search 

volumes

$18bn -> CSPs revneue ~50% of search revenue

Enterprise model 

training

$15bn -> Models cost $5mn to train, 500 

companies in US, Europe, and China train 2 

models per year

$10bn -> ~75% pass through, ~$5bn goes to consultants

AI companies - $8bn -> assume funding into this space 3x to $15bn, 50% is 

spent on GPU capacity, remainder on opex

Total ~$110bn ~$45bn



Disclaimer

This presentation has been prepared by Platinum Investment Management Limited ABN 13 050 064 287, trading as Platinum Asset Management (“Platinum”). Platinum is the 

responsible entity and issuer of units in the Platinum Trust® Funds (the "Funds", each a “Fund”). The Platinum Trust® Product Disclosure Statement No. 12 dated 15 

November 2019 (the "PDS") provides detail about the Funds. You can obtain a copy of the PDS from Platinum’s website www.platinum.com.au, or by contacting Investor 

Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au.

The information contained in this presentation is general information only and not intended to be financial product advice. It has not been prepared taking into account any 

particular investor’s or class of investors’ investment objectives, financial situation or needs, and should not be used as the basis for making investment, financial or other 

decisions. You should read the entire PDS and consider your particular investment objectives, financial situation and needs prior to making any investment decision to invest in 

the Fund. You should also obtain professional advice prior to making an investment decision.

Commentary reflects Platinum’s views and beliefs at the time of preparation, which are subject to change without notice. While the information in this presentation has been 

prepared in good faith and with reasonable care, no representation or warranty, express or implied, is made as to the accuracy, adequacy or reliability of any statements, 

estimates, opinions or other information contained in the presentation, and to the extent permitted by law, no liability is accepted by any company of the Platinum Group® or 

their directors, officers or employees for any loss or damage as a result of any reliance on this information. Some numerical figures in this presentation have been subject to 

rounding adjustments.

Unless otherwise expressly stated, investment returns for the Funds have been calculated using the relevant fund’s NAV unit price (C Class) and are pre-tax, net of fees and 

costs and assume the reinvestment of distributions. The investment returns shown are historical and no warranty can be given for future performance.

Any reference to long positions in this presentation means a position which the portfolio holds in an attempt to benefit from an increase in value of the underlying security of the 

position. Any reference to short positions means a position in which the portfolio holds in an attempt to benefit from a decrease in value of the underlying security of the 

position. Accordingly, long positions represent the fund’s exposure to direct long securities positions and indirect long securities/index positions through derivatives, and short 

positions represent the fund’s exposure to direct short securities positions and indirect short securities/index positions through derivatives, each as a percentage of the fund’s 

NAV.

Where the returns are calculated relative to the MSCI Indices, it should be noted that prior to 31 December 1998, the gross MSCI Index was used as the net MSCI Index did 

not exist. MSCI data has been sourced from RIMES Technologies. All data where MSCI is referenced is the property of MSCI. No use or distribution of this data is permitted 

without the written consent of MSCI. This data is provided “as is” without any warranties by MSCI. MSCI assumes no liability for or in connection with this data. Please see full 

MSCI disclaimer in www.platinum.com.au/our-funds/platinum-international-fund/#FundPerformance 
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