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10 Debates to Shape the Sector

Where Will the Most Value Accrue Across the GenAI Era?

What is the ROIC of GenAI and Where Will We See it First?

Who is Best Positioned to Develop and Scale Digital Agentic Assistants?

How is the Search Landscape Changing (and not Changing) With GenAI?

How and When Will Physical AI Matter to the Tech Leaders?

How Will the Future of Online Grocery Evolve, Who Wins and Makes Money?

How Large Will Autonomous Driving Become and What’s the Impact on Rideshare?

How are Autonomous Driving Unit Economics Evolving and What’s the Impact on Rideshare?

Will GenAI be a Disruption Risk or Opportunity for Online Travel Agencies?

Regulatory Risks and Opportunities: GOOGL, TikTok, and App Store Fees

1

2

3

4

5

6

7

8

9

10



Debate 1

Where Will the Most Value 

Accrue Across the GenAI Era?
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Internet & Software: GenAI Privates: Where Are We Now and 12 Debates From Here (20 Dec 2023)

Thematics: Mapping AI's Diffusion (2 Jan 2024)

Internet: Sizing the $6 Trillion AI Internet Opportunity and Who Will Capture It (2 Mar 2023)

Key Research

Where Will the Most Value Accrue Across the GenAI Era?

• Value of leading first party data sets/distribution has never been higher, favoring large platforms, who should be 
investing aggressively…and early adopters

• We also think the application layer (and domain specific uses) are likely to drive most value creation 

• GenAI to drive more consumer utility and digitization of spend as TAMs expanding. As an example, we now see a 
$1.4tln+ opportunity for digital ads in the US alone

Our View

Names Impacted META (+), AMZN (+), GOOGL (+), APP (+), RBLX (+), PINS (+),  DUOL (+), EBAY (+), MTCH (+), SNAP (-), KIND (-), YELP (-)

Data, Distribution, Investment

Investment

DistributionData

3 Differentiators

Distribution

Data

Investment

• Channels to release 

products, drive adoption 

and generate new data

• Scaled and unique first 

party data sets 

• Willingness and ability to 

invest in AI opportunities

Mega Cap Examples

+2bn users on 7 apps, +1.5bn 

users on AI Overviews, +500mn 

users on 15 services; 5tln annual 

search queries, Gmail, shopper & 

inventory data (50bn listings & 2bn 

updates to shopping graph per 

hour)

Reach audience across full product 

offering (Gmail, Search, Cloud, etc.)

~$75bn/$91bn in ’25E/’26E 

Infrastructure Capex

+3bn daily active people across 

Family of Apps; Interest and 

engagement data. More than 

10mn advertisers globally

Access to users across social 

and messaging channels 

(Instagram, WhatsApp, etc.)

~$72bn/$81bn in ’25E/’26E 

Infrastructure Capex

~200mn+ Prime Members, 

~30bn units sold annually, 

~200mn+ Prime Video viewers, 

millions of AWS customers; 

~2mn+ sellers

Access to global shopper base 

and millions of AWS customers

~$82bn/$98bn in ’25E/’26E 

Infrastructure Capex

Source: Company data, Morgan Stanley Research

https://ny.matrix.ms.com/eqr/article/webapp/c0d8272e-9838-11ee-82f4-2e4d206b3f26?ch=rpext&sch=sr&sr=1
https://ny.matrix.ms.com/eqr/article/webapp/b7e77ed8-7edb-11ee-8952-7bd1efab7f8a?ch=rpext&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/793721d6-b38c-11ed-872a-1c1b0869e061?ch=rp&sch=sr&sr=1
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Where Will The Most Value Accrue Across the GenAI Era? - Continued

Consider GOOGL’s Platforms and Agentic Possibilities As a Case Study

Source: Company data, Morgan Stanley Research

Generative AI Revenue Opportunities

Cloud

Advertising

Generative AI Expense Opportunities 

Cost of 

Revenue

R&D

S&M + G&A

Larger Models/Agents (Gemini, Mariner)

Search (AI Mode/Overviews, Astra, Circle to Search) 

Content Creation (NotebookLM, Imagen, Veo, Flow) 

Ad Tools (Performance Max) 

Autonomous Vehicles (Waymo)

AR/XR Capabilities (Android XR, Google Beam)

Capital Efficiency (TPUs) 

Developer Productivity (Gemini Code Assist) 

Employee Tools (Gemini for Workspace) 

Physical AI

ASICs (TPUs)  

1P Models (Gemini, Veo 2, Imagen 3) 

Fully Managed GenAI Platform (Vertex AI)TPU

TPU
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Digital 
Transactions

Where Will The Most Value Accrue Across the GenAI Era? - Continued

Source: Company data, Morgan Stanley Research

Now

In 10 Yrs

Consumer Technologies

Advertiser 
Technologies

Enterprise 
Technologies

TPU

Consumer

As GOOGL’s Tools Will Drive More Consumer and Enterprise Utility and Further Digitization of Spend



Debate 2

What is the ROIC of GenAI and 

Where Will We See it First?
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What is the ROIC of GenAI and Where Will We See it First?

• We detail a path to $1tln+ of GenAI-enabled annual revenue by ’28, with ~60%+ of it driven by 
consumer Internet platforms

• Implies ~67% contribution margin on ~$556bn in total capex, with ~$466bn in hyperscaler capex in ‘28

• Best part of consumer opportunity is ~25% ($175bn) is essentially large cap tech core platform 
improvements, not entirely new businesses 

Our View

Global Technology: GenAI Monetization – Assessing The ROI Equation (25 Feb 2025)

Economics & Sustainability: How GenAI May Reshape Labor and the Economy (12 Oct 2023)

Thematics: Multi-Earning in a GPT Era (18 Sep 2023)

Names Impacted META (+), AMZN (+), GOOGL (+)

Source: Company data, Morgan Stanley Research estimates

Key Research

We See Path To $1tln+ of Gen-AI Enabled Revenue with ~62% from E-

Commerce and Online Ads

https://ny.matrix.ms.com/eqr/article/webapp/0e6bd63c-cd46-11ef-b67d-5497ce0a0539
https://ny.matrix.ms.com/eqr/article/webapp/515faec0-612a-11ee-854e-201c12fd5adb?ch=rpint&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/2804d338-1dbf-11ee-aae2-139f34892fe8?ch=rpext&sch=sr&sr=1
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Amazon (AMZN): Leading with AWS, but Retail GenAI Opportunities Under-Appreciated

• Retail: Expect AMZN’s leading (and improving) retail matching algos, personal shopping assistants (Rufus/Alexa), 

generative 3P seller tools, improving inventory management, ad offerings, and emerging logistics robotics to drive more 

durable and cash-flow generative e-commerce growth and share gains

We see GenAI Potentially Driving a ~10% Lift 

to E-commerce Conversion, Adding ~550bp 

to AMZN Multi-Year Growth…

...and Robotics Could Drive $10B+ of Recurring Efficiencies    

Source: Company data, Morgan Stanley Research Estimates
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Amazon (AMZN): Leading with AWS, but Retail GenAI Opportunities Under-Appreciated

• AWS: Leading hyperscaler position and 3 layers of GenAI enabled offerings (chips and custom silicon, model access and 

building capabilities, and applications) set to drive and benefit from GenAI diffusion across economy

• Total AMZN: We see a ~$300bn ’28 AMZN GenAI rev opportunity (most of which is not currently in our base model)

* Note: AWS does not disclose revenue associated with GenAI ; MS assumes AWS GenAI Revenue dollars are equal to MS calendar year estimates for MSFT Azure AI Revenue dollars

We model AWS GenAI revenue to grow from $7bn 

in ’24 to $64bn in ’28 (70%+ CAGR)

In all, we see AMZN GenAI related revenue 

potentially reaching ~$300bn by ‘28

Source: Company data, Morgan Stanley Research Estimates



Debate 4

How is the Search Landscape 

Changing (and not Changing) 

With GenAI?
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Alphabet: Addressing Disruption Debates and Why to Buy GOOGL Now (8 May 2025)

Alphabet Inc.: How Search Will Become More Agentic...in 2025 (21 May 2025)

Internet: How is GenAI Adoption Trending and Consumer Behavior Changing? (18 May 2025)

Key Research

How is the Search Landscape Changing (and not Changing) With GenAI?

• Query volumes accelerating, we model 13% ’23-’26 search volume growth (vs 5% in past)

• Focus on monetizable behavior. GOOGL continues to see increasing commercial queries driven by AI 
improvements. GOOGL at top of consumer funnel and ranks higher than GPT across multiple commercial 
behaviors. The key for GOOGL is to continue shipping products to more users to drive adoption

• META AI search still early, though its data, scale, and innovation make search an opportunity to monitor

Our View

Names Impacted GOOGL (+), META (+)

Source: Company data, Morgan Stanley Research

GOOGL is Shipping GenAI Enabled Improvements Faster than Ever

https://ny.matrix.ms.com/eqr/article/webapp/5e3fdef6-2b79-11f0-85fb-ceffcb919c87?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/23c80ba6-34f5-11f0-8677-a5b406758939?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/f35cd198-1f89-11f0-8409-614200cb0fb5?ch=rp&sch=ar
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How is the Search Landscape Changing (and not Changing) With GenAI? - Continued

Source: Company data, Morgan Stanley Research

We Estimate The Emergence of AI Based Search Engines Has Expanded the Query TAM, Driving a 

~13% ’23-’26 Query CAGR, up from ~5% from ’21-’23. 

Note: Perplexity and Grok are too small to drive a material change in number of queries by 2025 

• We exclude Perplexity and Grok from the exhibit given their size, as they currently make up 0.2% and 0.5% 

of overall queries respectively. 
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How is the Search Landscape Changing (and not Changing) With GenAI? - Continued

Source: Company data, Morgan Stanley Research

GOOGL Paid Click Deceleration Similar to META…

Part of GOOGL’s paid click deceleration likely driven by 

AI-based search functionality which better targets users, 

resulting in the need for fewer clicks, in some ways 

similar to META’s falling impression growth.

In GOOGL’s biggest markets like the US and India, 

AI Overviews is driving over 10% increase in usage 

of Google for types of queries that show AI 

Overviews.

…AI Overviews Driving Increased Search Usage
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How is the Search Landscape Changing (and not Changing) With GenAI? - Continued

Source: Alphawise, Morgan Stanley Research

Survey Results Indicate Gemini Has a Slight Edge Over ChatGPT in Commercial Behavior 



Debate 9

Will GenAI be a Disruption 

Risk or Opportunity for Online 

Travel Agencies?
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Will GenAI be a Disruption Risk or Opportunity for the Online Travel Agencies?

• We believe it is more of a threat to OTAs’ long-term position in the consumer funnel as we see GOOGL 
(and/or META) leveraging their leading position, data, and engineering to build personalized, interactive digital 
travel agents that could wedge themselves between the consumer and OTAs

• This poses a risk to the % of OTAs’ business that comes direct (currently makes up the majority of their profits)

• Counter argument is the extent to which OTAs can invest to better leverage their leading data, matching 
capabilities and supply/inventory could drive higher conversion and they become the agents

Our View

Internet: Let the GenAI "Travel Funnel" Debate Begin (15 May 2024)
Internet: Is Google's Position in The Online Commercial Funnel Changing? (14 Nov 2024)
Online Travel: Could New AI-Based Tools Disrupt Online Travel Behavior...and Who is Best Positioned to Drive Change? (20 Jul 2023)

Names Impacted EXPE (-), BKNG (-), ABNB (=) 

Source: Company data, Morgan Stanley Research

Key Research

Mobile Era AI Era (Transition Stage) AI Era (Later Stage)

Applications

Hardware + OS

Users

Web Browser

AI AssistantAI Assistant

ApplicationsWeb Browser ApplicationsWeb Browser

Hardware + OS

Users

Hardware + OS

Users

https://ny.matrix.ms.com/eqr/article/webapp/febbb4c8-123d-11ef-bb71-0da2dd2e3c78?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/c8cac47a-9add-11ef-997c-146221625fb1?ch=rp&sch=sr&sr=3
https://ny.matrix.ms.com/eqr/article/webapp/92914de2-f0c6-11ed-8db3-2dd49a174a39?ch=rp&sch=ar
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Will GenAI be a Disruption Risk or Opportunity for Online Travel Agencies? - 
Continued

Source: AlphaWise, Morgan Stanley Research

GOOGL Remains Top of the Consumer Travel Funnel…Which Combined with Investments in Agentic, Personalized 

Offerings Creates an Opportunity for Further Online Travel Monetization
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Consider Some of GOOGL’s Early NextGen Travel Planning Tools

Source: Company data, Morgan Stanley Research

GOOGL’s AI-Powered Trip Planning Capabilities
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With the Risk to the OTAs Being Loss of Direct Traffic Mix and Profitability

Source: Company data, Morgan Stanley Research

Traveler

Looking for Travel 

Hotel Direct

Search Engine

OTA

Hotel Direct

Book Directly with Hotel 

OTA

Book via OTA Paid Listing

Book Directly with Hotel

Find Inventory via GOOG

Book Directly with OTA

$11 EBIT Profit/Unit

-$3 EBIT Loss/Unit

At BKNG We Estimate There’s a $14 EBIT/unit Delta on a Direct vs. Paid Unit
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