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Dear Partner, 

January 2025 2025 

Alkeon Growth 
Strategy 

Since Inception 
(Cumulative) 

Alkeon Growth 
Strategy 

Since Inception 
(Annualized) 

Alkeon Growth Partners1 6.53% 6.53% 2357.392 12.55%2

MSCI World 3.47% 3.47% 309.63% 5.34% 

MSCI AC World 3.29% 3.29% 281.36% 5.07% 

Past performance is no guarantee of future results. Investing in securities involves substantial risks. Please see Important Notes at the end of this letter. 

January offered positive results to global equities. Alkeon Growth Partners, LP returned 6.53%. Our long positions had 
positive performance during the month, while our short positions and market hedges underperformed.  Portfolio performance 
was positive in the US, Europe, Latin America and Asia.   

Alkeon Growth Partners Portfolio Information (Approximate)3: 

• Net Exposure (delta adjusted) 76.9% 

• Gross Exposure 174% 

• Number of Long Positions 83 

• Number of Short Positions 100 
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As you have seen in our recent communications, we remain cautious on the broader market, but at the same time, very 
constructive on the opportunity for stock-picking and potential for double-alpha generation.  In that direction, we were 
certainly very pleased to deliver double-alpha in our portfolio last year.4  Before dissecting further our broad macroeconomic, 
market and technology views, we would like to first discuss a couple of very recent developments.   
 
First, DeepSeek.  Although not everything is known, the fact that DeepSeek’s models are open-source and have been 
tested gives us strong confidence to comment that the models are very powerful and impressive.  DeepSeek was able to 
intelligently “stitch together” a number of algorithmic innovations such as MoE (“Mix of Experts”), a technique that combines 
multiple models into a larger model,  MLA (“Multi-Head Latent Attention”) that reduces the size of KV Cache (Key Value 
Cache, memory) needed when running the program, and MTP (Multi-Token Prediction), a technique that allows you to run 
multiple tokens at the same time, to create a new, very advanced model.  Although most of these innovations were known, 
others are more novel, such as the use of Nvidia’s PTX (Parallel Thread Execution) instead of CUDA to compile some code, 
getting closer to assembly language, effectively compiling on bare-metal and speeding things up.*  
 
Also, DeepSeek’s models used a lower-precision data format, Float 8-bit or FP8, compared to the 16 or 32-bit that most 
western labs use.  Furthermore, our understanding is that DeepSeek also reconfigured H800 GPU to overcome artificially 
imposed connectivity limitations, which helped to accelerate training speed. During training, DeepSeek also chose to use 
pure RL (Reinforcement Learning) without SFT (Supervised Fine Tuning). This saved significant costs while retaining 
similarly strong performance. Finally, DeepSeek designed an innovative pipeline parallelism algorithm called DualPipe, 
which accelerates model training by overlapping forward and backward computation. 
 
As noted, DeepSeek models also use large-scale RL, in particular the Group Relative Policy Optimization (GRPO) algorithm, 
instead of PPO (Proximal Policy Optimization) that most western labs use (see https://yugeten.github.io/posts/2025/01/ppogrpo/ 
for technical details).  The use of various RL techniques is most notable in DeepSeek’s reasoning model, R1. A DeepSeek 
researcher describes that “2025 could be the year of Reinforcement Learning”.5 We believe RL will be a very important part of the 
post-training techniques along with synthetic data generation, as Jensen Huang described recently in his three AI scaling law 
theory (see the full DeepSeek paper here: https://github.com/deepseek-ai/DeepSeek-R1/blob/main/DeepSeek_R1.pdf ).   

Putting aside the technical jargon, there are five key takeaways from the DeepSeek development to note.  First, DeepSeek 
was able to put together very powerful models, expertly using and beautifully combining a series of existing innovations as 
well as introducing some great novel techniques.  The models are impressive, and so is the DeepSeek team.  The history 
of carefully “stitching together” a series of small to medium-size innovations is not new.  Last year, Sam Altman, founder of 
OpenAI, in a podcast with Lex Fridman (rephrasing an Ilya quote) indicated that there is not one thing OpenAI does so much 
better, but rather “we multiply 200 medium-sized things together into one giant thing”.6 
 
Second, there is a long history of companies claiming their foundational model is better than everyone else’s.  This is what 
AI companies do, outcompete.  This part is not new.  For example, in China already a couple of models are claiming to be 
as good as if not better than DeepSeek.7  Commenting on DeepSeek, Sam Altman tweeted on X, “DeepSeek’s R1 is a very 
impressive model… we will obviously deliver much better models… [you will] be quite amazed by the next-gen models 
coming”.8   
 

 
 
 
 

                                                           
*PTX is an assembly language that can improve performance in certain areas, especially for repetitive tasks such as instructions to GPU to run matrix 

multiplications or things like loading matrix saved in files into GPU, etc.  Computer programmers will sometimes use assembly languages for certain 
performance critical instructions. But for a computer programmer to completely replace high-level compilers with PTX, whether it is C/C++ compilers or 
CUDA compilers, it would be extremely cumbersome and inefficient. The main challenge with PTX is that it does not scale easily. You can use PTX for 
20,000 lines of code, but not 100,000 lines of code, let alone 500,000 or one million lines of code. It is also incredibly error prone compared to high level 
compilers, very tedious and it is very difficult to update and maintain. 
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Third, DeepSeek has claimed that they were able to dramatically reduce the cost of training and inference.  It is very likely 
that the cited cost of training of their reasoning model, R1, is not referencing total training costs, which should also account 
for the cost of training DeepSeek’s “master” foundational model V3, which was then used to train R1 – the classic example 
to understand this structure, i.e., using expert models to train a smaller reasoning model, is to think of how long it would 
take to understand the laws of physics observing nature vs. being taught at school.  Thus, the total cost is likely understated.  
Again, this is not new.  Alphabet last year referenced a 90% reduction in costs of AI powered search results over an 18-
month period.9  And Nvidia has referenced a 1,000x increase in compute per chip over 8 years, implying a commensurate 
reduction in the cost of training, all else equal.  Importantly, and considering market implications, one should also carefully 
consider Jevons Paradox, an economic concept that suggests how the lower cost of a particular good ultimately leads to 
higher aggregate total dollar demand for that good. 
 

 
 
Fourth, DeepSeek used “distillation”, a technique that uses outputs from existing powerful AI models, including its own, to 
train its reasoning model R1.  That naturally raises the following question.  Regardless of one’s view on technology export 
controls, if an administration decides to control hardware, would it not also be natural for it to control software models, which 
ultimately provide AI?  A recently proposed Framework for AI Diffusion by the Bureau of Industry and Security (BIS) on 
January 13th is designed to impact foreign countries’ access to advanced chips as well as frontier models.10 Under the 
proposal, model weights become an export-controlled item. If implemented, it will make it more difficult to distill closed-
source and open-source models above certain parameters. Under the proposal, BIS would require a license to export or 
transfer model weights of any closed-source and open-source models above a 1e26 FLOP compute budget to non-Tier 1 
countries. Llama 3 406B, for example, is right around this limit. So non-Tier 1 countries’ access to future generations of 
Llama open-source models and advanced closed-source models would be effectively restricted and controlled.  
 
Fifth, there has been a passionate debate in the industry around open-source vs. closed-source (proprietary) models.  
Without taking a view on this, some of the main arguments around open-source models include advancing humanity faster 
and imposing better safety and bias controls vs. closed-source models that are black-box and “hidden” from the public eye 
or criticism.  On the other hand, if ultimately AI reaches a super-human level –and we believe it has that potential–, 
supporters of closed-source models argue that offering a super-human model to potentially very bad adversaries, for free, 
may not be the greatest idea.  The new administration’s AI Czar, David Sachs, in an All-In Podcast, mentioned that although 
DeepSeek was largely celebrated in Silicon Valley, the idea that DeepSeek is advancing humanity is an oversimplification, 
and that “self-interest” played a part.11   
 
The second recent development that we thought was noteworthy was Elon Musk’s reference at the end of January that he 
is cautiously optimistic the administration can reach a $4 billion per day deficit reduction through September of this year, 
effectively cutting the federal deficit by half, or $1 trillion.  The administration believes they can cut the other half through 
economic growth.  We are carefully evaluating these developments, as we have referenced unsustainably high fiscal deficits 
as being one of the three main structural risks that concern us.   
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The third recent development was tariffs.  This is a fluid and evolving set of policies, and there is of course a significant 
negotiating aspect to this development.  As we are putting the final touches on this letter, it was already announced that 
both Canada and Mexico tariffs were delayed for a month, as the administration seeks to complete a deal.  Both equity and 
bond markets reacted relatively calmly on the announcement.  The effect on the economy and markets is difficult to fully 
and accurately assess, as many interrelated vectors have opposing effects.  For example, basic economic theory suggests 
that tariffs in isolation are likely, in the near-term, to both slow down the economy and increase inflation (with general ranges 
of 30bps to 100bps and 20bps to 70bps, respectively, on the recent announcement).12  These of course are opposing forces 
in the Fed’s efforts to determine whether to raise or lower rates. (The Fed has said that they cannot predict the effect of 
tariffs on the economy and will wait to assess the data.)  Consistent with this view, right after the announcement, on Monday, 
February 3rd, both 10-year Treasuries and 10-year Breakevens remained relatively unchanged. 
 
But this is in isolation. In reality, one has to carefully consider the important effect of other factors (which themselves are a 
result of tariffs being imposed) such as US dollar appreciation (which effectively reduces the pass-through of tariffs to the 
end US consumer and is itself a disinflationary factor), retaliation by trade partners, the desire by foreign exporters to absorb 
part of the tariff increase in currency-adjusted terms (or risk losing market share), as well as the desire of importers and 
retailers in the US to also absorb part of announced tariff increases.  And of course there are significant long-term effects.  
We plan to provide more details on the subject in future communications, but we emphasize that the subject is quite complex. 
 
With these important recent developments in mind, we can now turn to discussing our broad views on the economy, markets 
and technological innovation. 
 
We continue to find significant opportunities to invest in high quality growth compounders at attractive relative multiples in 
the current market environment. Additionally, given more recently elevated valuations for the broader equity market, 
particularly in the US, we are also seeking to remain highly selective in our stock picking. 
 
Furthermore, we see elevated tail risks currently, including around increased social polarization and potential for social 
unrest as well as unsustainable large fiscal deficits and global geopolitical uncertainty, and therefore we believe it is more 
imperative than ever to balance our high conviction long investments in quality secular growth companies with alpha-seeking 
short investments as well as structured market hedges, and also to stay globally diversified, seeking to reduce concentration 
in any single country, currency or regional economy. 
 
Stepping back for a moment and looking at the broader macroeconomic picture, 2023 marked the end of the most 
aggressive global tightening cycle in decades, which, as we show below, particularly hurt high growth stocks over this 
period.  This dynamic began to change in 2024, in our view.  As we elaborate in this letter, we currently believe the monetary 
backdrop is gradually and slowly shifting, changing in a way that is favorable to growth investing. 
 
In fact, June 2024 was the first month since October 2020 in which no central bank globally raised rates.   
 

 
 

Exhibit 1.  Monthly Number of Global Policy Rate Hikes, July 2024, source BofA Global Research. 
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Overall, central banks cut rates in 2024 at the fastest rate since the Covid crisis. 
 

 
 

Exhibit 2.  Global Central Bank Policy Rate Cuts, November 2024, source BofA Global Research. 
 

And despite last year’s positive returns, the cumulative correction in high growth stocks over the last four years has been 
severe.  Specifically, and according to Empirical Research, the 75 fastest growing US stocks corrected more than 69% vs. 
the market from their early 2021 peak through their trough in early 2023, erasing all 2019 and 2020 relative gains; in fact, 
by early 2023 all relative gains since 2017 had been erased!  This was remarkable. 
 
Even with the market’s appreciation in 2023 and in 2024, the correction in high growth stocks stands at more than 45% 
from the early 2021 highs. 
 

 
 

Exhibit 3.  The Big Growers Relative Growth of a Dollar (Equally Weighted), December 2024,  
source Empirical Research.13 
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This severe correction in high-growth stocks –since their early 2021 peak– continues to present potential significant 
opportunities to buy high quality, classic growth compounders at attractive relative multiples, in our view.  
  
And we currently believe there are other broad groups where stocks have not yet recovered, and where attractive risk/reward 
opportunities are persisting.  For example, almost half of Nasdaq stocks are still down 50% or more from their 2021 highs. 
 

  
 

Exhibit 4.  Percentage of Nasdaq Constituents Down More Than 50% Since 2021 Price Highs, January 2025, source JP 
Morgan. 

 
Moreover, many high growth segments of the market have actually continued to de-rate.  For example, both Fintech and 
non-profitable Tech are still currently trading at Price/Sales relative multiples below their historical medians, with non-
profitable Tech trading close to all-time lows. 
 

            
 

Exhibit 5. Global Fintech & Non-Profitable Tech Price/Sales, January 2025,  
source JP Morgan. 

 
This may start to change as rates slowly go down, as long-duration groups, i.e., stocks expected to produce their highest 
cash flows in the future such as unprofitable tech, have historically been very sensitive to changes in interest rates and they 
tend to outperform when rates go down. 
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Lower rates should also help the relative profitability of small cap stocks, which, excluding financials, have been carrying a 
larger amount of floating rate debt vs. large cap stocks. 
 

 
 

Exhibit 6.  Fixed vs Floating Rate Debt, July 2024, source JP Morgan. 
 

The challenge, however, small caps may face is the tug of war between falling rates and a structurally challenged economy.  
Historically, small capitalization equities tend to perform better early in the economic cycle (for example coming out of a 
recession), not late in the cycle.  Small caps also tend to include lower quality names, with much lower free cash flow 
margins, significantly higher debt to cash flow ratios and a much larger percentage of unprofitable companies in aggregate, 
relative to large caps. 
 

 
 

Exhibit 7.  Russell 2000 Index vs S&P 500 Index, December 2024,  
source Alkeon, Bloomberg and FactSet. 

 
To offer a last example of how the correction in high growth stocks since 2021 has a long way to change course, both SaaS 
companies and fast-growth Internet companies are currently trading at multiples significantly below their 2021 peaks. 
 

  
 

Exhibit 8.  SaaS and High Growth Internet Valuations, December 2024, source FactSet and Alkeon.14 
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In summary, and despite this year’s rally, we believe there currently do remain attractive opportunities to invest in high 
quality growth compounders at attractive relative multiples.   
 
Emphatically, we believe these opportunities are select.  As we will elaborate below, given high market valuations and the 
widening gap between winners and losers (due in part to the impact of AI), we believe stock picking and the ability to short 
stocks and use market hedges to mitigate risk have become increasingly important in the current market, which we 
characterize as unattractive in the aggregate.  
 
Furthermore, we have continued to hedge our top portfolio investments via a combination of individual stock options and 
hedges embedded in index or ETF options attributable to such positions.  At the end of January, approximately 17.61% of 
the aggregate exposure of our top five positions remained unhedged.15 Our total value at risk (i.e., the risk of total loss of 
capital) for our top five positions at month end was approximately 35.82% in aggregate.   
 
Such active efforts to short stocks and hedge the portfolio have become imperative, in our view, given the increased potential 
for tail risk events (such as default or currency debasement in light of unsustainably high fiscal deficits) and elevated 
geopolitical uncertainty, which we currently regard to be at one of the highest levels ever. 
 
As noted above, we are concerned about the level of valuations in the equity market, especially in the US.  Last year the 
S&P 500 produced a total return almost three times its underlying earnings growth.  On the other hand, 10-Year Treasury 
yields rose by 70bps in 2024 and have risen further so far this year.16  Such divergence is very alarming, in our view. 
 
The US market, in particular, is very expensive, offering a rather unattractive risk/reward proposition in aggregate, with a 
forward P/E ratio that stands 39% above its historical median. 
 

   
 

Exhibit 9.  12-Month Forward P/E, January 2025, source JP Morgan. 
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In fact, the only times the forward P/E on the S&P 500 was higher in recent decades was in early 2021 (post-Covid rally) 
and the Internet bubble in the late 90’s. 
 

  
 

Exhibit 10.  S&P 500 Index NTM P/E, December 2024, source UBS. 
 

Not only is the US market unattractive on a standalone, absolute basis, but also it is very expensive against the rest of the 
world on a relative basis, trading at the biggest P/E premium in decades.  
 

 
 

Exhibit 11.  MSCI US 12M Forward P/E Relative to World ex US, January 2025,  
source JP Morgan. 
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And even the S&P 500 equally weighted P/E, which normalizes outliers, and removes concentration, shows the US market 
remains extended vs. real yields. 
 

 
 

Exhibit 12.  S&P 500 Equal Weighted Index P/E vs. 10-Year Treasury Yield, January 2025,  
source JP Morgan. 

 
Notably, not only do broad equity market valuations remain very high, but also earnings growth and earnings revisions have 
been underwhelming.   
 
Looking at the last two years, and excluding the “Magnificent Seven”,17 earnings growth for the S&P 500 (the “S&P 493”) 
was in fact negative in 2023.  
 

 
 

Exhibit 13.  2023 Net Income Growth for Magnificent Seven and S&P 500 Index, January 2025,  
source JP Morgan. 

 
 
 
 
 
 
 

Magnificent 7, SPX, and SPX ex Mag 7 earnings growth

2023 Net Income Growth
AAPL UW Equity 0%
AMZN UW Equity 307%
MSFT UW Equity 13%
NVDA UW Equity 313%
GOOGL UW Equity 22%
TSLA UW Equity -29%
META UW Equity 50%
Magnificent 7 27%
SPX 1%
SPX ex Magnificent 7 -4%
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Moreover, 2024 earnings revisions for the S&P 493 were negative. 
 

 
 

Exhibit 14.  Negative Revisions for the S&P 493 and the Aggregate S&P 500 Index vs. the Magnificent Seven, December 
2024, source Factset, Alkeon. 

 
This of course begs the question, are the Magnificent Seven overvalued?  Somewhat surprisingly on the surface, the actual 
numbers strongly suggest they are not.  In particular, while we currently believe broad equity market valuations remain 
extended, for the five of the seven stocks in the Magnificent Seven that actually grew earnings both in 2023 and 2024, 
absolute cash flow valuations do remain sensible, relative to recent historical levels, in our view. 
 

 
 

Exhibit 15.  Magnificent Seven (ex AAPL, TSLA) Average Forward Year EV/EBITDA,  
December 2024, source Alkeon and Bloomberg. 
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Impressively, against the S&P 500, relative cash flow valuations for the same group of five stocks have actually come down 
over the last seven years! 
 

 
 

Exhibit 16.  Magnificent Seven (ex AAPL, TSLA) Average Forward Year EV/EBITDA Relative to  
S&P 500 Index, December 2024, source Alkeon and Bloomberg. 

 
This is not surprising, given the significant cost-cutting and price optimization initiatives commenced by a number of these 
and other companies in the last two years, some of which had never optimized for margins, e.g., companies like Meta and 
Spotify, which had never done so since IPO-ing.  These recent profit optimization efforts created exceptional operating 
leverage, with industries such as software and semiconductors remarkably producing close to or greater than 100% 
incremental pre-tax profit margins on new sales in Q4 2023, and continuing to produce strong incremental margins in 2024. 
 

 
 

Exhibit 17.  The Core and Technology-Related Stocks Base and Incremental Pre-Tax Margins, August 2024, source 
Empirical Research. 
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In summary, we strongly reiterate the need to be highly selective in the current market.  In fact, and given the elevated tail 
risks we currently see, such as increased social polarization and potential for unrest, unsustainably high fiscal deficits, and 
global geopolitical uncertainty, we do believe it is more imperative than ever before to balance our high conviction long 
investments in quality secular growth companies with alpha-seeking short investments as well as structured market hedges, 
and to also stay globally diversified, as we seek to reduce concentration in any single country, currency or regional economy. 
 
 
 
The US Economy is Structurally Challenged 
 
Structurally the economy in the US remains especially vulnerable, as the three D’s, Debt, Demographics and technological 
Disruption remain in full force and are highly disinflationary.  Additionally, and of particular concern, the spike in US 
government debt over the last two decades is increasing bearish risk scenarios for asset prices and systemic instability, 
such as default, currency debasement and inflation.  Against this backdrop, we believe a long/short strategy balanced with 
hedges that seek to mitigate tail risk can offer a suitable fit to equity investors in the current high-risk environment.  
 

  
                     *2025 onward based on CBO forecast 

 
Exhibit 18.  US Public Debt Outstanding & CBO projections, November 2024, source BofA Global Research. 

 
The huge surge in government debt is particularly worrisome, as historically the correlation between US unemployment and 
the budget deficit has been quite high. 

  

  
 

Exhibit 19.  US Unemployment Rate and Budget Deficit, January 2025, source JP Morgan. 
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To make things worse, the US is running the largest deficit since the Second World War. 
 

 
 

Exhibit 20.  Average US Federal Government Deficit as a Percentage of GDP under Each President since 1900, source 
BofA Global Research. 

 
On the consumer side, the recent economic turmoil has made the retirement crisis even worse.  Half of private-sector 
employees do not even have an employer-sponsored retirement plan,18 and recently the US savings rate collapsed to the 
lowest level since the Global Financial Crisis. 
 

 
 

Exhibit 21.  US Personal Savings Rate, January 2025, source JP Morgan. 
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In fact, the picture for consumers is deteriorating, especially as credit delinquencies are at the highest levels since the global 
financial crisis. 
 

 
 

Exhibit 22.  90+ Days Past Due Credit Card Level – Highest since the Global Financial Crisis, source Bloomberg. 
 

This is unlikely to change in a meaningful manner soon, as excess savings are being depleted and have been trending 
downward recently. 
 

 
 

Exhibit 23.  US Consumers Cumulative “Excess” Savings Measured in Months of Typical Savings, November 2024, 
source Empirical Research. 
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Offsets to Structural Economic Challenges 
 
While the US economy is facing structural challenges, there are positive offsets worth highlighting.   
 
First, there is optimism that the new administration’s set of policies will accelerate economic growth. 
 

 
 

Exhibit 24. NFIB Small Business Optimism, source Bloomberg. 
 

This may lead to an uptick in domestic job openings, which have been steadily declining since 2022. 
 

 
 

Exhibit 25.  US Job Openings Total, source Bloomberg. 
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In turn, this may fuel wage growth, which has slowed, ultimately reversing a downward trend in the US Quits rate. 
 

 
 

Exhibit 26.  US Quits Rate vs Atlanta Wage Tracker, source JP Morgan. 
 

In light of the US economy’s structural challenges and the change in administration, careful monitoring and evaluation of all 
new fiscal, regulatory and trade policies, and their effect on both economic growth and inflation, is critical over the next year.   
 
The second positive offset is of course AI, and specifically its effect on productivity.  As we will detail later on in this letter, 
increases in productivity have accounted for the majority of GDP growth in recent decades, and it is estimated that AI is 
likely to create a productivity boost we have only seen a few times in the past one hundred years, potentially adding a gain 
of 1.5% in output per year, as a base case. 
 

 
 

Exhibit 27.  Estimated Effect of AI Adoption on Productivity Growth, source Goldman Sachs. 
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In summary, although severe long-term structural economic challenges persist, there are some near to medium-term 
positive tailwinds to GDP growth as well as consumer and business confidence. 
 
At the same time, however, we do face significant tail risks and an expensive equity market.  Moreover, against this very 
fluid macroeconomic backdrop, market complacency remains high with credit spreads standing at levels close to multi-year 
lows.   
 

 
 

Exhibit 28.  US High Yield and High-Grade Credit Spreads, January 2025, source JP Morgan. 
 

Notably, credit spreads are currently the lowest since 2007. 
 

 
 

Exhibit 29.  US Bonds Rated B Average Spread, January 2025, source JP Morgan. 
 

We believe the combination of a broadly unattractive market with areas of strong secular growth driven by innovation can 
create a dynamic that elevates the attractiveness and scarcity value of secular growth assets with product cycles that are 
largely independent of the economic cycle.  This is especially true at a time when risks remain elevated, in our view. 
 
Therefore, we believe a long/short strategy, balanced with hedges and alpha-seeking shorts, can offer a suitable fit to equity 
investors in the current high-risk environment. Our summary message in the current equity market is simple:  Stay Hedged, 
Stay Balanced with Shorts, Stay Globally Diversified. 
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Broader Valuation Considerations 
 
From a relative asset valuation perspective, we currently believe global equity valuations are elevated relative to bonds, 
although they appear more reasonable relative to their cost of capital, as on both a price-to-free-cash-flow basis and a price-
to-return-of-capital (dividends plus buybacks) basis (see Exhibits 32 and 34 below, respectively), the market has been 
trading at reasonable levels relative to its long-term average.   

  

  
 

Exhibit 30.  MSCI World Index P/E and Global Sovereign Bond Yields, January 2025,  
source JP Morgan. 

 
Additonally, the gap between dividend yield and bond yield is unattractive, in most regions globally. 
 

  
 

Exhibit 31.  Average Developed Market Yield Gap, 2024 vs. 2000, January 1, 2025,  
source JP Morgan. 

 
 
 
 
 
 
 
 
 

19



   
FOR THE EXCLUSIVE USE OF THE RECIPIENT. 

CONFIDENTIAL, NOT FOR DUPLICATION OR DISTRIBUTION. 
ALL LEGAL RIGHTS RESERVED. 

On the other hand, cash flow generation has been very strong, enabling cash flow valuations to remain reasonable relative 
to average historical levels.  
 

 
 

Exhibit 32.  S&P 500 Index, Price/Free-Cash-Flow Ratio, December 2024, source UBS. 
 
It is not surprising that although absolute P/Es remain elevated, P/FCF levels are more attractive.  In particular, it is important 
to note that US companies have increasingly adopted asset-light models over the past decade. The result has been the 
almost doubling of free cash flow generation as a percentage of sales to above 10% in recent years. 
 

 
 

Exhibit 33.  US Equities Free Cash Flow as a Percentage of Sales Since 1984, Russell 1000 Index (pre-1990) and S&P 
500 Index (after 1990), December 2024, source UBS. 

 
 
 
 
 
 
 
 
 

20



   
FOR THE EXCLUSIVE USE OF THE RECIPIENT. 

CONFIDENTIAL, NOT FOR DUPLICATION OR DISTRIBUTION. 
ALL LEGAL RIGHTS RESERVED. 

Furthermore, from a price to return on capital (dividends plus buybacks) standpoint, US equities have been trading at 
reasonable levels relative to the historical average. 

 

 
 

Exhibit 34.  US Equities Price to Return of Capital Multiple Since 1984, Russell 1000 Index (pre-1990) and S&P 500 
Index (after 1990), December 2024, source UBS. 

 
By the end of last year, the market had generated approximately a 20% ROE19 and returned approximately three quarters 
of that to shareholders, negating the argument that value in stocks solely depends on future growth projections. 
 

 
 

Exhibit 35.  Large Cap Stocks Return of Capital to Shareholders, January 2025, source Empirical. 
 
Against this broad backdrop, we continue to favor high quality growth sectors such as technology and communication 
services. We believe these sectors are supported by, one, superior fundamentals, e.g., high barriers to entry, stronger 
balance sheets, and higher returns on invested capital; two, strong secular growth trends; three, a broader scarcity of growth 
assets; and, four, supporting cash flow valuations relative to the underlying growth rates. 
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In particular, and as we have stated in previous investor communications, we consider technology to be not only a growth 
investment but also a defensive one.  This is due to its cost-cutting (high ROI) and productivity-enhancing proposition to the 
end customer, superior balance sheet, strong cash flow conversion, low labor cost to sales, ongoing industry consolidation, 
and, lastly, strong underlying secular innovation trends.   
 
To this last point, companies that innovate tend to be less correlated to the economic cycle.  This is consistent with our own 
desire to identify secular growth stories with company-specific product cycles that are less dependent on the economic 
cycle. 
 
It is noteworthy that revenue growth for technology stocks has substantially exceeded that of the broader market in the last 
decade.  We would also add that, importantly, this was just not the case during the tech bubble, when technology revenues 
(and earnings) underperformed, lagging price appreciation. 

 

 
 

Exhibit 36.  S&P 500 Index Technology Revenue Growth, December 2024, source UBS. 
 
Lastly, during the last decade margins for technology stocks more than doubled the market level. 

 

 
 

Exhibit 37.  S&P 500 Index Technology EBIT Margins Growth, December 2024, source UBS. 
 
In summary, we consider the current investment opportunity set to be attractive for a select number of high-quality growth 
equities on a relative basis, particularly as the market overall remains extended. 

   
This is an environment of scarce secular growth opportunities, elevated market valuations, increased geopolitical 
uncertainty, and technological disruption that increases the gap between the “haves” and the “have-nots”, all of which we 
believe enhances the spectrum of opportunity for long-short investing currently.  
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Secular Opportunity for Technology 
 
In recent communications, we have extensively detailed our outlook on the emerging wave of technological innovation and 
AI, and more recently modern (Generative) AI, which we expect to be wide in scope, transformative and highly disruptive.  
As the digital foundation of the global economy expands rapidly, it is enabling disruption in a matter of months.  Businesses 
can now reach millions of users in the shortest time ever. 
 

 
 

Exhibit 38.  Users Added per Day from Launch to One Million Users, source Morgan Stanley. 
 

The origins of this new technological revolution can be traced a few years back.  In our quarterly communications, we first 
extensively discussed the AI revolution in 2017, the year in which Alphabet introduced their Transformer architecture, which 
was then split into BERT (short for Bidirectional Encoder Representations from Transformers, a machine-learning framework 
for natural language processing) and a series of GPT models. 
 

 
 

Exhibit 39.  The History of Generative AI, source CB Insights. 
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The following year, 2018, marked the first year in which the amount of data generated by machines surpassed the amount 
of data generated by humans (see Exhibit 67).  This data explosion then began to feed new large and complex AI models, 
which in turn needed an advanced and powerful new compute platform for model training. 
 

 
 

Exhibit 40.  GPU Computing Powers AI Advances, source Nvidia. 
  
The creation of a powerful compute platform that was able to accommodate and handle AI models with tremendous 
complexity occurred between 2020 and 2022, ultimately leading to the tipping point for modern, generative AI at the very 
end of 2022 (AI going mainstream with the launch of ChatGPT).   
 
It was precisely this marriage of powerful transformer models and advanced compute hardware platforms that led to 
generative AI breakthroughs in recent years, bringing modern AI to the mainstream. 
 

 
 

Exhibit 41.  Four Key Factors That Led to The Current “AI Breakthroughs”, source Morgan Stanley. 
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And now, we currently believe we are about to take a further huge leap forward, with the introduction (at the end of 2024) 
of AI models with advanced reasoning capabilities.  This marks the start of the pre-AGI phase. 
 

 
 

Exhibit 42.  Four States of AI, source Alkeon. 
 

These pre-AGI phase models leverage training compute to self-reflect, consider different reasoning paths, look ahead or 
back-track and THINK before answering complex questions. 
 

 
 

Exhibit 43.  AI Scaling Evolution – Pre-Training and Inference, source Alkeon. 
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These brand new, intelligent models, alongside the emergence of multimodal, synthetic and enterprise data, are likely to 
power a new cycle of growth in the next few years, in our view. 
 

 
 

Exhibit 44.  AI Scaling Evolution – Data, source Alkeon. 
 

As we will discuss later, recent advanced reasoning models require a tremendous amount of compute power, particularly 
as scaling now occurs on two dimensions, both training and inference.  Newly introduced AI chips such as Blackwell chips 
accelerate compute power exponentially. 
 

 
 

Exhibit 45.  1000x AI Compute in 8 Years, August 2024, source Nvidia. 
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This elevated compute capacity is needed to accommodate advanced AI models, i.e., generalized reasoning models, which 
will require hundreds of thousands and eventually millions of GPUs for training and inference. 
 

 
 

Exhibit 46.  Scaling to Millions of GPUs, June 2024, source Nvidia. 
 
Given these most recent advances in both model complexity and compute power, which we witnessed at the very end of 
2024, we believe it is fair to say that the modern AI revolution is just beginning, and it will transform the world.  
 
Importantly, we also believe this tectonic wave of technological innovation is likely to fuel GDP growth, as innovation and 
growth go hand in hand, and, like previous cycles of innovation, AI is likely to ultimately create more jobs than it destroys. 
 

 
 

Exhibit 47. Global GDP and Technological Revolutions, source Microsoft. 
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This is partly because, one, the effect of AI on annual productivity growth can be very significant.  AI is likely to create a 
productivity boost we have only seen a few times in the past one hundred years, potentially adding a gain of 1.5% in output 
per year, as a base case scenario. 
 

 
Exhibit 48.  Estimated Effect of AI Adoption on Productivity Growth, source Goldman Sachs. 

 
And two, which is important to here, productivity growth has been the main engine of GDP growth over the past thirty years, 
with the link between the two being very strong historically. 
 

 
 

Exhibit 49.  Real GDP Growth Contribution of Employment, source McKinsey. 
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Like previous major innovation cycles, there will be a transitory phase of job evolution.  In particular, generative AI is 
expected to disrupt the labor markets in a significant manner.  McKinsey & Company has estimated that 60-70% of all 
workloads can be impacted or eventually be automated by AI.  Looking at hundreds of occupations and detailed work 
activities, McKinsey estimated that a total economic benefit of $17.1 to $25.6 trillion annually, across all industries, with the 
incremental Generative AI impact in the $6.1-$7.9 trillion range. 
 

 
 

Exhibit 50.  AI’s Potential Impact on the Global Economy, $ Trillion, source McKinsey. 
 

There are more conservative estimates, but of the same incredible magnitude.  For example, Morgan Stanley estimates 
that Generative AI can impact approximately 25% of labor today and 44% in three years, affecting $2.1 trillion of labor costs 
associated with these jobs today and $4.1 trillion in three years, just in the US.20  Globally, the incremental software 
opportunity alone is estimated to reach $150 billion in three years. 
 

 
 

Exhibit 51.  Global Generative AI Software Impact, January 2024, source Morgan Stanley. 
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Fundamentally, the reason behind this large-scale economic impact is simple, AI provides instant and large productivity 
gains.21 
 

 
 

 
 
Recent earnings calls provided numerous examples of how Generative AI can save up to thousands of years of work. 
 

 
 

Exhibit 52.  GenAI ROI Examples from Q2 2024 Earnings Calls,  
source Walmart, Amazon, Palo Alto Networks, ServiceNow.21 
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At the end of 2024, AI Agents that can process complex instructions, develop plans and complete tasks were introduced by 
companies like Salesforce, HubSpot, Workday and Microsoft, offering strong productivity gains and ROI to customers.22 
 

 
 

Exhibit 53.  Productivity Gains and ROI, September 2024, source Alkeon. 
 
This cycle of AI disruption and associated value creation carries another important implication.  There is going to be a small 
number of companies that generate the majority of added wealth.  For example, according to BofA Global Research, 
between 1990 and mid-2020, the global market generated approximately $56 trillion of wealth.  Yet, only 1.5% of companies 
accounted for all of this wealth creation, with an acceleration of this concentrated wealth creation in recent years, in our 
view.  
 

 
 

Exhibit 54.  Share of Wealth Generated by Global Stocks, 1990 to mid-2020,  
source BofA Global Research. 
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In this connection, BofA Global Research has predicted that 50% of S&P 500 companies could be replaced in ten years.  
Specifically, the average tenure of an S&P 500 company has been forecast to contract from its high of nearly sixty-one 
years in 1958, thirty years in the 1980s, and twenty-four years in 1976, to approximately twelve years by 2027.   
 
This supports our view of a highly favorable environment for stock picking, reinforcing the need for investors to remain 
exceedingly selective. 
 

 
 

Exhibit 55.  Average Lifespan of S&P 500 Index Companies on the Decline, September 2021,  
source BofA Global Research. 

 
There is a fundamental reason behind this disruption, namely, the costs of innovating are high.  AI is expensive, and has 
become increasingly so as the cost of AI training soared as models scaled up.  For A model the size of GPT3, can cost 
more than $10 million for a single training run, and trillion parameter models can have training costs upwards of $50 million 
for a single training run. 
 

 
 

Exhibit 56.  The Cost of AI Training is Soaring as Models Scale Up (Single-Run Costs), source Nvidia. 
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Consequently, we believe this pattern of disruption and concentration in wealth creation is likely to continue in the next 
decade, widening the gap between the “haves” and the “have nots”, and potentially creating an attractive backdrop for long-
short equity investing.   
 
Fundamentally, we currently believe we are at the very beginning of a secular growth path that favors a number of high-
quality secular compounders with strong competitive positions.   
 
It is important to stress that the AI revolution is at its very early stages, as only in late 2022 did AI go mainstream 
with the introduction of ChatGPT.   
 

 
 

Exhibit 57.  The Tipping Point for Generative AI: Massive Computing Power, Data and the Invention of the Transformer 
Model, source Deutsche Bank. 

 
Modern AI, which –to the mainstream– is only two years old, represents a huge leap, a step-function improvement over 
traditional AI models in its ability to handle unstructured data and create new content.   
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For the first time, the addition of a reasoning engine at the core of the algorithm allows AI to be empathetic and imaginative, 
creative, generative, and inventive, as it approaches human-mind complexity and deep-path relational reasoning. 
 

 
 

Exhibit 58.  Generative AI Relational Reasoning Capabilities, source Morgan Stanley. 
 

Another key to this important breakthrough over the last two years is the ability to draw insights from large amounts of 
unstructured data, including text, images and video. 
 

 
 

Exhibit 59.  Generative AI Handling of Unstructured Data, source Morgan Stanley. 
 

This new data paradigm is expected to significantly increase the amount of compute power needed to drive these very large 
datasets and complex Generative, and now Generalized Reasoning, AI models, with hundreds of billions of parameters, 
and now trillions of parameters over the next several years. 
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Early Stages of the AI Revolution 
 
We remain relatively early in AI’s adoption across the broader economy, but we are accelerating rapidly.  By the end of 
2024, AI adoption among companies with more than 250 employees doubled to about 12% from 6% in the middle of 2024. 

 
AI Adoption – US Corporate Average vs Companies > 250 Employees  

(“AI Used in Last 2 Weeks”) 

 
 

Exhibit 60.  AI Adoption, source Morgan Stanley. 
 
We also expect larger enterprises to move from proof-of-concept and experimentation phase to production in 2025, adding 
to three other market segments with significant 2025 tailwinds, namely the consumer, hyperscalers and sovereign 
segments, in our current view. 
 

 
 

Exhibit 61.  Assessing AI Demand and ROI, September 2024, source Alkeon. 
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As we detail below, the AI revolution has been decades in the making.  But until most recently, the compute power needed 
to handle AI models with tremendous complexity was simply not there.   
 

 
 

Exhibit 62.  The Era of Deep Learning, source Nvidia and JP Morgan. 
 

It was only recently in 2020 that AutoML Zero, developed by scientists at Alphabet, elevated the idea of automatic machine 
learning algorithms that are machine-created and can automatically improve themselves though Darwinian style evolution. 
This approach elevated machine learning innovation to a different level by un-constraining the hand-designed machine 
learning algorithm building and discovery process that can bias searches in favor of human-designed algorithms that are 
inherently limiting in the number of options they consider – as “you cannot search for what you cannot discover”. 
 

 
 

Exhibit 63.  AutoML-Zero: Evolving Machine Learning Algorithms from Scratch, source Bigthink. 
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Such models, trained on vast amounts of data, necessitated the creation of powerful compute platforms between 2020 and 
2022 that could attack AI problems of tremendous complexity.  This ultimately led to the tipping point for generative AI at 
the very end of 2022, when large language models became capable of understanding and generating human-like text.  
These models were, for the first time, creative and empathetic, imaginative and generative. 
 

 
 

Exhibit 64.  What is a Large Language Model and Where Does it Fit into AI?, source Deutsche Bank. 
 

Advancing and bringing AI to the mainstream at the end of 2022 was a hugely important milestone, as only in the last few 
years have advances in computing power (a more than 30,000-fold increase in seven years) enabled this new era of AI 
training.  It took one GPU to train AlexNet (the convolutional neural network architecture designed by Alex Krizhevsky) a 
decade ago, while GPT-3 required 10,000 GPUs for training, all linked together.23 
  
Incredibly, and as we were marking an inflection point of change in 2023-2024, advancing algorithmically closer to cognitive 
AI, the hardware needed to optimally process huge quantities of data and train these advanced AI models also advanced 
exponentially, reaching new milestones at the same time.  Enter the era of Accelerated Computing, advanced computing in 
the post-Moore’s Law era, which can handle problems with tremendous complexity. 
 

 
 

Exhibit 65.  Dramatic Acceleration in Inference Performance, source Nvidia. 
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To enable AI models with billions and recently trillions of parameters, AI chips are becoming larger and larger, with designers 
now embedding significant amounts of fast memory on the chip to handle the demands of AI training algorithms that require 
a huge amount of communication and a modest amount of relatively easy compute.  
 
Private startup Cerebras has showcased the largest chip ever built. This wafer-scale chip, which is purpose built to 
accelerate AI applications, has 2.6 trillion transistors and embeds 850,000 AI-optimized cores. 

 

 
 

Exhibit 66.  The World’s Largest Chip, source Cerebras. 
 
Such important hardware advances are coming at the right time, as only a few years ago the amount of data generated by 
machines surpassed the amount of data generated by humans, and that gap is now widening exponentially. 
 

 
 

Exhibit 67.  Data Generation by Category (in Zettabytes), source Applied Materials. 
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Having now built an advanced computational foundation, the new modern AI era is expected to be the biggest and most 
transformational era of computing, with positive secular implications across software and hardware. 
 

 
 

Exhibit 68.  Semiconductor Industry Revenue, Billions, source Applied Materials. 
 
We now find ourselves at the very early stages of the incredible modern generative AI revolution, which has the potential to 
be the most disruptive and transformative cycle of technological innovation humans have ever witnessed, in our view.   
 
Early in 2024, we wrote and talked about the recent emergence of advanced AI models that bring us closer to generalized 
reasoning.  These models can advance on several layers of analysis and reasoning (“deep-path reasoning”), solving 
complex problems (such as advanced geometry problems) that even powerful LLMs were unable to solve. An example 
was DeepMind’s “Tree of Thoughts” that can evaluate different reasoning paths, and can look ahead or back-track as 
needed before making optimal choices. 
 

 
 

Exhibit 69.  Approaches to Problem Solving with LLMs – Each Rectangle Box Represents a Thought, source Google 
DeepMind and Princeton University. 
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Then, in a seminal moment that marks the start of the pre-AGI era, OpenAI, in September 2024, released a powerful new 
model, named o1, a model that thinks and self-reflects before responding.   
 
Like a human, the longer o1 thinks the better it does on complex reasoning tasks, such as math and code generation. 
 

 
 

Exhibit 70.  o1 Competition Math and Code Scores, September 2024, source OpenAI.24 
 
o1 also opens up a new dimension of scaling, scaling inference in addition to training. 
 

 
 

Exhibit 71.  Pre-Training, Post-Training and Inference Proportions, September 2024, source OpenAI.25 
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For the first time we can see the model think, self-reflect and improve itself, and we can actually watch its chain of thoughts 
(see Appendix, Exhibits 94-95 at the end of this letter).26 
 

 
 
As scaling dramatically occurs during inference, the amount of compute power needed to analyze complex problems for 
hours can be astronomical.  As such, recent advances in inference performance become crucial to the success of models 
with generalized reasoning capabilities. 
 

 
 

Exhibit 72.  30x Improvement in Inference Performance, source Nvidia. 
 
Incredibly, three months after the introduction of o1, in December 2024, OpenAI introduced a new, even more advanced 
model that brought generalized reasoning capabilities to a human PhD level.  Enter the era of o3! 
 

 
 

Exhibit 73.  Getting Closer to AGI – o3 Achieves New Record 87.5% Accuracy on ARC AGI Benchmark Eval, Exceeding 
Human Intelligence at 85% Level, source OpenAI. 
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o3 surpassed the human score on ARC AGI benchmark evaluation, officially marking the start of the pre-AGI era.  If prior 
years brought exponential improvement in AI scoring, o3 extends a vertical path in AGI scoring. 
 

 
 

Exhibit 74.  Vertical Improvement in AGI Scoring – ARC-AGI Scores for Past Five Years of OpenAI Models, source 
Morgan Stanley, X. 

 
As AI progress was taking place at unimaginable speed, 2024 also marked a year of significant new advances in 
multimodality and AI-powered humanoid robots. 
 

 
 

Exhibit 75.  New Powerful Text to Video Models June 2023 and February 2024,  
source Runway and OpenAI. 
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Introduced in December 2024, Google’s Deepmind Veo 2 created incredible videos with realistic motion and high quality, 
surpassing OpenAI’s early versions of Sora. 
 

 
 

Exhibit 76.  Veo Compilation, source https://www.youtube.com/watch?v=G9RDHs9nx04. 
 

Multimodality refers to AI models that can understand, transform and generate all data forms, including, text, image and 
video.  These new models are now also powering humanoid robots, such as the newly launched Figure robots, which are 
powered by a large multimodal OpenAI model. 
 

  
 

Exhibit 77.  Humanoid Robots, source Figure. 
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The founder of humanoid robotics firm Figure has famously said, “Every human will own a robot in the future, similar to 
owning a car/phone today”, which is a belief that other visionaries such as Elon Musk have shared.27  In this connection, 
Figure believes that there will be significant labor shortages in certain occupations, with almost 10 million unsafe or 
undesirable jobs in the US alone, and that “humanoids will revolutionize a variety of industries, from corporate labor roles (3+ 
billion humans), to assisting individuals in the home (2+ billion), to caring for the elderly (~1 billion), and to building new worlds 
on other planets”.28  
 

 
 

Exhibit 78.  AI & Robotics Possibility, source Figure. 
 
Traditionally, robotics and AI were different fields.  But now, with the advent of multimodality for training robots, much more 
efficiently and faster than the past, the two fields are converging, giving rise to a number of startups that are producing next 
generation humanoid robots, that can observe, emulate and learn quickly. 
 

 
 

Exhibit 79.  Humanoid Robots 2024, source LifeArchitect.ai. 
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A humanoid is a robot that resembles a human in bodily shape.  This is a powerful idea, as the world is already setup for 
humans to operate in, providing a brownfield environment for humanoids, and expanding the Total Addressable Market 
(TAM) from manufacturing and warehousing to home assisting, caring for the elderly, education, entertainment and 
corporate labor. 
 

 
 

Exhibit 80.  Types of Robots – Humanoid Robots Are a New Addition to the Robot Industry, July 2024, source Deutsche 
Bank. 

 
For example, Tesla’s Optimus, a general-purpose humanoid, is designed to emulate a human, with hands and fingers 
capable to feel and sense textures and mass.  As the robot simply mimics the human, training becomes very natural.  
Tesla is paying up to $48 an hour for individuals to “play robot”, wearing a suit to capture movements and various motions 
as well as a VR headset, and perform tasks that Optimus observes, analyses and mimics. 
 

 
 

Exhibit 81.  Tesla Optimus Versions, September 2024, source Morgan Stanley. 
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In short, we believe the journey towards AGI has been significantly advanced by the 2024 breakthroughs in AI.  Simply 
stated, we believe AI is the most fascinating technological discovery of our lifetime.  It has the potential to be the most 
transformative and disruptive cycle of innovation we have ever witnessed and will revolutionize the way businesses operate, 
and the way consumers behave, in our view. 
 
Following the significant advances in software and hardware in the last few years, and as AI has begun to handle models 
with tremendous complexity, AI algorithms are becoming more “human-like”.  Additionally, next-level use cases require 
gigantic models. Advanced AI models are becoming massive and highly complex, and this is the only way to approach 
models of human intelligence. 
 
These days a large language model can be over 1 trillion parameters.  The growth in model complexity has been 
exponential. 
 

 
 

Exhibit 82.  The Number of Parameters in LLMs Has Surged, Surpassing 1 Trillion,  
source Deutsche Bank. 

 
One of the key moments that led to the current AI breakthrough was the 2021 introduction of OpenAI’s Generative Pre-
Trained Transformer (“GPT-3”), one of the largest language models ever trained at 175 billion parameters, that received 
much attention in 2021 and set the stage for the late 2022 inflection point of bringing AI to the mainstream.  There was great 
hype around GPT-3 from the very beginning.  As Jen-Hsun Huang described at GTC 2021 – and we communicated in our 
2021 letters: 
 

OpenAI’s GPT-3 is 175 billion parameters.  That is 3,000 larger in just three years.  The applications for GPT-3 are 
really incredible.  Generate document summaries, email phase completion, GPT-3 can even generate Java script 
and HTML from plain English.  Essentially telling AI to write code based on what you wanted to do.29 
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GPT-3 gave rise to the most important recent breakthrough in AI, namely generative AI, which builds models that allow 
computers to create new content. 
 

 
 

Exhibit 83.  OpenAI’s Contribution in Focus, source Microsoft. 
 

ChatGPT, released at the end of November 2022, quickly became one of the most viral technologies of the year. ChatGPT 
was created by OpenAI as a conversational AI or chatbot. It is a generative AI based on the large language model (LLM) 
called GPT-3.5, a fine-tuned, more intuitive version of GPT-3 refined through reinforcement learning from human feedback 
(RLHF). As noted above, GPT-3 was one of the largest language models ever trained at 175 billion parameters. ChatGPT 
is a smaller, more condensed version of GPT-3.5 and included an additional layer of safety guardrails for users. It was 
trained on large amounts of data, 300 billion words or 570GB from the internet through 2021, including Wikipedia, social 
media and news articles.   
 
The game changer for ChatGPT was its free-to-use, open-source model, with a user-friendly UI, reminiscent of iMessage 
or WhatsApp. This makes it well suited for mass distribution and has enabled the widespread adoption and creative 
explosion on ChatGPT to date. In fact, ChatGPT reached its first one million users in five days.  It took three months for 
Instagram and three and a half years for Netflix to reach the same milestone. Users could write questions or prompts, and 
ChatGPT responded in an intelligent, uncannily human-like manner on any topic that the user wanted, even writing poems, 
essays, songs, code, and witty jokes. This instantly became a mass market, general purpose, sophisticated chatbot that 
could write like a human. 
 

 
 

Exhibit 84.  What Is Special About Generative AI?, source Deutsche Bank. 
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To highlight the dramatic advances of the last four years, in another breakthrough moment, around 2021 researchers at 
Alphabet developed the world’s first trillion parameter model, T5-XXL, a language model with 1.6 trillion parameters.  Also, 
on June 1, 2021, China announced Wu Dao 2.0 (“Wu Dao” means enlightenment), a model similar to GPT-3 only 10 times 
larger: 1.75 trillion parameters!  Wu Dao, like Alphabet’s early MUM model, used multi-modality, the ability to learn from 
text, audio, images and video. 
 
Claimed by its own creators to be 10 times more powerful than GPT-3, Wu Dao could not only understand what people said 
but also created images, sang and painted.  Hua Zhibing, Wu Dao’s virtual female child, was reportedly showing signs of 
relational reasoning and emotional interaction, providing hope that “the virtual girl will have a higher EQ and be able to 
communicate like a human”.30  Although much of this has yet to be proven, we currently believe there is now a path towards 
using mega-models to conquering human cognition.   
 

 
 

Exhibit 85.  Human Mind, source Getty. 
 
To visualize the incredible potential of next generation AI applications, it is instructive to look at the computational graph of 
a machine learning system – this is a representation of the model the system builds. Back in 2017, AI startup Graphcore 
had published an amazing set of images of the computational graphs mapped to its machine learning system, which 
strikingly looked much like a brain scan.31 
 

 
 

Exhibit 86.  Example of a Machine Learning Model Used in Data Analysis, source Graphcore. 
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These breakthrough developments in image and speech recognition, conversational AI and AutoML –over just the last 
couple of years–, are now about to fundamentally change our relationship with machines and computers forever, as 
computers begin to learn our language and understand what we see and hear.  
 

 
 

Exhibit 87.  Computing Power Roadmap, source Ray Kurzweil and Morgan Stanley. 
 
“As that happens the human-computer interface [will] no longer exist. We will become the interface. We will talk to computers 
and they will talk back. We [will] see information directly in our eyes. The new form factor is VR/AR.”32 
 
As AI slowly becomes more intelligent than the human mind, advances in brain technologies could make the communication 
between machines and humans seamless.  Ultimately, the distinction between the physical mind and the digital mind may 
not even exist. 
 

 
 

Exhibit 88.  Advances in Brain Technology, source BofA Global Research. 
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2022 also marked an era in which writing code becomes automated, moving rapidly to the stage where AI will write the 
majority of computer code.  Essentially, you tell AI what to do, and it will write the code. 
 
In 2022, for the first time AI surpassed the average programmer (top 54th percentile) in competitive coding. AlphaCode wrote 
competitive computer programs, generating code using a transformer model, similar to language translation tasks.  
 

 
 

Exhibit 89.  DeepMind Model Progress, source Google. 
 

If 2022 was a pivotal year in which AI went mainstream, (the end of) 2024 became the time we marked the start of 
Generalized Reasoning, Inference-time Compute and Next-gen Multimodality. 
 

 
 

Exhibit 90.  AI Scaling Evolution – Pre-Training and Inference, source Alkeon. 
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In summary, and in our view, AI will be the greatest technological innovation of our time, fundamentally redefining and 
extending the boundaries of human intelligence, analysis, planning, creativity and invention.  For businesses, this means 
radically changing how the world’s largest industries operate. 
 

"AI is quite possibly the most important – and best – thing our civilization has ever created, certainly on par with 
electricity and microchips, and probably beyond those." Marc Andreessen, General Partner of Andreessen 

Horowitz 
 
And although AI is attracting most of the headline attention, the underlying foundational components of this upcoming Fourth 
Industrial Revolution, such as 5G, 6G and IoT applications, are fundamentally equally important.   
 

 
 

Exhibit 91.  The Age of AI, a Trillion Connected Objects, source Nvidia. 
 
As such, newly formed applications on top of this new powerful physical layer will be sizable – and are growing rapidly.  For 
example, by 2030, the size of the US IoT market is expected to grow fifteen-fold relative to 2019. 
 

 
 

Exhibit 92.  Estimated US IoT Market Growth, July 2020, source Bernstein. 
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5G can also transform another huge end market, namely logistics, from driverless long-haul transportation, to last-mile 
delivery robots, to smart delivery boxes, to IoT-5G-assisted sorting centers and fully automated warehouses.  In China, 
companies like Alibaba and JD Logistics are already building intelligent 5G-enabled logistics parks. 
 

 
 

Exhibit 93.  JD Logistics using 5G in Warehousing and Last-Mile Logistics, source Bernstein. 
 

Our most recently published quarterly letter provides an in-depth analysis of this broad-based wave of technological 
innovation, which is about to redefine the way we work, live and interact.  
 
In closing, we remain the largest investors in the strategy and have our interests aligned with those of our limited partners. 
 
Sincerely, 
 
Alkeon Capital Management Investment Team 
 
_____________________________ 
 
1 Alkeon Growth Partners, LP (AGP) is one of the original feeder funds into Alkeon Growth Master Fund, Ltd. You may be invested in a different feeder fund that also feeds 
into that master fund. Performance data presented above is on a fund level and reflects AGP performance, net of actual fees and expenses. AGP commenced operations in 
January 2003, and investors in AGP are generally subject to a 20% incentive allocation and management fees ranging from 1.25% to 2% depending on the series of interests 
they hold in AGP. Certain AGP investors (such as Alkeon affiliates) have been or are entitled to management fee and/or performance allocation waivers and have at times 
constituted, and may constitute in the future, a significant portion of AGP's assets. Therefore, AGP's fund-level returns generally are higher than the performance shown 
herein for the Alkeon Growth Strategy ("AGS"), whose investors have not received such waivers. In addition, the historical fund-level performance for AGP incorporates 
various fee classes, some of which are subject to lower fees than the highest fee classes currently offered. Therefore, investors in AGP likely would have experienced lower 
returns than those shown herein if they were subject to the current highest fee classes during all time periods.  
2 Performance data is from another investment vehicle which is managed substantially pari-passu to AGP and follows substantially the same investment strategy (the "Alkeon 
Growth Strategy" or "AGS") as AGP and other Alkeon-managed vehicles using the Alkeon Growth Strategy. The other investment vehicle's performance represents the 
longest track record available for the Alkeon Growth Strategy with an inception date of January 5, 1998 (MSCI data is as of January 1, 1998) and reflects the deduction of the 
vehicle's actual fees and expenses during the period shown, including the deduction of a 20% incentive fee and a 1% management fee charged to investors prior to March 1, 
2004, a 1.5% management fee charged to new investors beginning March 1, 2004 and a 1.75% management fee charged to all investors beginning July 1, 2011. The 
performance shown above for AGS would have been lower had AGS been subject to the highest management fee share class available to AGP investors. Takis Sparaggis, 
Alkeon’s Chief Investment Officer and the primary portfolio manager of the other investment vehicle, was employed by CIBC Oppenheimer Corp. from January 1998 
through June 1999, and by CIBC World Markets Corp. from June 1999 through December 2001, and was the portfolio manager of the other investment vehicle at all times 
during that period.  Effective January 1, 2002,Mr. Sparaggis formed Alkeon, which has continued managing the other investment vehicle’s portfolio since that time. While 
AGP is managed substantially pari-passu using the Alkeon Growth Strategy, performance may vary between AGP, the other investment vehicle and other Alkeon-managed 
funds using the Alkeon Growth Strategy. Performance results for AGS reflect the returns of the fund as a whole (rather than the returns of a particular investor), and reflect 
the fund’s advisory fees, incentive fees and expenses and include the reinvestment of dividends and income. Unless otherwise indicated, index returns are presented on a 
price return basis only – dividends, reinvestment and income are excluded. The indices are unmanaged and investors cannot invest directly into them. Composite index 
results are shown for illustrative purposes and do not represent the performance of a specific investment. Please see Important Notes at the end of this letter, including 
"Comparisons to Indices". Past performance is no guarantee of future results. 
3 Alkeon Growth Partner, LP's exposure estimates are obtained from the Morgan Stanley Performance Measurement (MSPM) System. Unless otherwise indicated, market 
value exposure is shown. Please see Important Notes at the end of this letter, including "Gross and Net Exposure". Number of positions is calculated on an issuer basis.  
4 Double alpha as defined by our portfolio longs outperforming the MSCI World Index and portfolio shorts, excluding hedges, outperforming versus shorting the MSCI 
World Index. 
5 https://normaluhr.github.io/2025/01/20/deepseek-r1/     
6 https://lexfridman.com/sam-altman-2-transcript/ 
7 https://www.wsj.com/tech/ai/alibaba-unveils-upgraded-ai-model-claims-it-surpasses-rival-deepseek-v3-506b7f28 
8 Sam Altman on X, January 27, 2025. 
9 Q3 2024 Alphabet Inc Earnings Call, October 30, 2024. 
10 https://www.federalregister.gov/documents/2025/01/15/2025-00636/framework-for-artificial-intelligence-diffusion and https://semianalysis.com/2025/01/15/2025-ai-
diffusion-export-controls-microsoft-regulatory-capture-oracle-tears/ 
11 All In Podcast, Jan 31, 2025. 
12 UBS, January 2025. 
13 Performance against the market measured by the largest 750 stocks in the U.S. by market capitalization as well as any S&P 500 stocks not already included. “Big Growers” 
are the top 75 high growth profile stocks as ranked by Empirical Research. 

  14 SaaS and High Growth Internet constituents defined by Morgan Stanley and JP Morgan, respectively.   
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  15 Exclusive of the premium paid for related options. References herein to top five portfolio investments are to the portfolio’s top five long positions by issuer as of January 
31, 2025. 
16 Bloomberg, January 2025. 
17 “Magnificent Seven” stocks include Apple, Amazon, Alphabet, Meta, Microsoft, Nvidia and Tesla. 
18 https://press.aarp.org/2022-7-13-New-AARP-Research-Nearly-Half-Americans-Do-Not-Have-Access-to-Retirement-Plans-at-Work 
19 Empirical Research, January 2025. 
20 Morgan Stanley, October 2023. 
21 References to specific companies are for illustrative purposes only. While some of these are Alkeon investments as of the date of this letter, Alkeon investments are subject 
to change, and their inclusion in the letter was not based on investment performance. An investment in any referenced company is speculative and may lose value, and no 
assumption should be made that an investment by Alkeon was or will be profitable. 
22 Based on Alkeon analysis and opinion as of the date of this letter. For illustrative purposes only. Logos listed above as examples only and do not necessarily represent 
Alkeon investments. See also Endnote 21. 
23 GTC 2021 Nvidia Keynote. 
24 Hunter Lightman, member of technical staff at OpenAI. 
25 Noam Brown, research scientist at OpenAI. 
26 Will Depue, OpenAI employee. 
27 https://analyticsindiamag.com/soon-everyone-will-own-a-robot-like-a-car-or-phone-today/  and https://interestingengineering.com/innovation/robots-musk-in-homes 
28 https://www.figure.ai/master-plan#the-present.    
29 GTC 2021 Nvidia Keynote. 
30 http://en.people.cn/n3/2021/0607/c90000-9858374.html. 
31 https://www.graphcore.ai/posts/what-does-machine-learning-look-like. 
32 Bernstein, April 2017. 
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Appendix 
 

 
 

Exhibit 94.  Chain of Thought – Math Example, September 2024, source OpenAI. 
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Exhibit 95.  Chain of Thought – Coding Example, September 2024, source OpenAI. 
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IMPORTANT NOTES: Pursuant to the CAN-SPAM Act, this email may be considered an advertisement or solicitation. For EU persons, a copy of Alkeon's EU Privacy Policy is available here: 
https://www.alkeoncapital.com/european-union-privacy-policy/. If you do not want to receive further emails from Alkeon Capital Management, LLC ("Alkeon") 350 Madison Avenue, New York, NY 10017 
USA, please reply to this email and ask to be removed from our mailing list or click the link at the bottom of this email. 

This document is confidential. It cannot be forwarded, copied or otherwise distributed without the prior written consent of Alkeon. The information in this message is for informational purposes only and is 
not an offer to sell or a solicitation of any offer to buy securities. Any such offer will be made only through the applicable offering materials for one of the funds that Alkeon manages 

Consideration of an investment in any fund managed by Alkeon or its affiliates (the "Alkeon Funds") should only be given after a careful review of the necessary offering documents by a prospective 
investor, and only after the prospective investor is fully satisfied that the prospective investor alone or together with his or her investment representative have asked for and received all information which 
would enable the investor (or both the investor and his or her investment representative) to evaluate the merits and risks of a potential investment in the Alkeon Funds. The information contained herein is 
limited and is not intended to provide a representation of the merits or risks associated with an investment in any of the Alkeon Funds. A prospective investor also must review Alkeon's Form ADV for 
additional details and conflicts of interest. All information in this message is current as of the date hereof but is subject to change without notice. Nothing contained herein shall be deemed or construed to 
constitute financial or other professional advice. You should not rely on the information contained herein, and should rely solely on, and carefully read, the appropriate offering and related subscription 
materials relating to any specific investment product before making any investment decision. All content herein has been obtained from sources deemed to be reliable, but is subject to unintentional errors, 
omissions and changes without notice, and is not warranted by Alkeon as to its accuracy or completeness. This document may not be reproduced in whole or in part in any manner. It is the responsibility 
of the recipient to independently confirm its accuracy and completeness. Alkeon does not assume any duty to update any information in this document for subsequent changes of any kind. 

Investing in securities involves risk, including Alkeon Funds, involves substantial risks. No guarantee or representation is made that the investment program of the Alkeon Funds will be successful or that 
an Alkeon Fund will achieve its investment objective. An investment in the Alkeon Funds should be considered speculative. It is possible that an investor may lose some or all of his or her investment. Past 
performance is no guarantee of future results.  

The performance results for all funds shown above are net of fees and expenses. Those results may not correspond to the results of the other funds that Alkeon manages using similar strategies or the 
results of a specific investor due to differences in, for example, the timing of investor cash flows, different levels of management fees or performance-based fees and each fund's other expenses.  

References to strategy performance data (the "Alkeon Growth Strategy" or "AGS") is from another investment vehicle which is managed substantially pari-passu to Alkeon Growth Partners, LP (“AGP”) 
and follows substantially the same investment strategy as AGP. The other investment vehicle's performance represents the longest track record available for the Alkeon Growth Strategy with an inception 
date of January 5, 1998 (MSCI data is as of January 1, 1998) and, unless otherwise indicated, reflects the deduction of the vehicle's actual fees and expenses during the period shown, including the 
deduction of a 20% incentive fee and a 1% management fee charged to new investors prior to March 1, 2004, a 1.5% management fee charged to investors beginning March 1, 2004 and a 1.75% 
management fee charged to all investors beginning July 1, 2011. Takis Sparaggis, Alkeon’s Chief Investment Officer and the primary portfolio manager of the other investment vehicle, was employed by 
CIBC Oppenheimer Corp. from January 1998 through June 1999, and by CIBC World Markets Corp. from June 1999 through December 2011, and was the portfolio manager of the investment vehicle at 
all times during that period. Effective January 1, 2002, Mr. Sparaggis formed Alkeon, which has continued managing the investment vehicle’s portfolio since that time. AGP commenced operations in 
January 2003, and it is subject to a 20% incentive fee and management fees ranging from 1.25% to 2% depending on the series of interests AGS performance referenced above may have been lower 
during certain periods had it been subject to similar fees as the Fund. 

Calculation of Estimated Performance. The estimated performance results above for recent period ends were prepared by Alkeon and have not been compiled, reviewed or audited by an independent 
accountant. Alkeon based the performance results for prior years on audited financial statements for those years, but the information for recent, unaudited periods has not been audited and actual final 
results could vary materially. The performance results reflect each fund's returns as a whole (rather than the returns of a particular investor) and, for recent period ends, reflect estimates of that fund's 
advisory fees, incentive fees/allocations and expenses. Investors in AGP and AGS would have experienced lower returns than those shown herein if they were subject to the current highest fee classes 
during all time periods. Additionally, Certain AGP investors (such as Alkeon affiliates) have been or are entitled to management fee and/or performance allocation waivers and have at times constituted, 
and may constitute in the future, a significant portion of AGP’s assets.  Therefore, AGP’s fund-level returns generally are higher than the performance shown herein for AGS, whose investors have not 
received such waivers.  The results also reflect the reinvestment of dividends and income and a fund's profits or losses from new issues. All investors may not be eligible to be allocated such profits/losses. 
For more detailed historical performance information for a particular fund please contact Keith Davey at Alkeon at 212-716-6585 or kdavey@alkeoncapital.com. THE INFORMATION PROVIDED IS 
HISTORICAL AND SHOULD NOT BE TAKEN AS AN INDICATION OF FUTURE PERFORMANCE. The information contained herein has been obtained by sources believed to be accurate, but Alkeon 
makes no guarantee as to the accuracy or completeness thereof.  

Portfolio Projections and Estimates.  This communication includes references to certain portfolio and market projections and estimates.  Such metrics have been prepared by Alkeon in a manner it deems 
to be reasonable and may exclude certain issuers where it believes there inclusion may be misleading or otherwise inappropriate for the specific calculation.   PAST PERFORMANCE IS NOT A RELIABLE 
INDICATOR OR GUARANTEE OF FUTURE RESULTS. 

Gross and Net Exposure. Gross exposure equals long exposure plus the absolute value of short exposure. For example, for 100 USD of capital, if a fund is 150 USD long and 50 USD short, it means that 
gross exposure is 150 + 50 = 200 USD or 200%. Gross exposure is calculated using each position’s gross market value as a percentage of the fund’s total gross market value.  Net exposure is the 
exposure level of the fund to the market at the present time. It is calculated by subtracting the short percentage from the long percentage. For example, if a fund is 100% long and 25% short, then the net 
exposure is 75%. Net exposure is calculated using each position’s delta-adjusted exposure with currency positions excluded.  A position’s delta-adjusted exposure represents its market value times delta 
(the measure of the sensitivity between an option or derivative price and the underlying stock price). 

Comparison to Indices. Alkeon believes that, although the Alkeon Funds managed using the Alkeon Growth Strategy are not benchmarked to any index, comparisons to certain indices may be useful in 
evaluating the performance of the Alkeon Funds. The MSCI World Index captures large and mid cap representation across 23 developed markets countries. With 1,395 constituents, the index covers 
approximately 85% of the free float-adjusted market capitalization in each country. The MSCI AC World Index captures large and mid cap representation across 23 developed markets and 24 emerging 
markets countries. With 2,647 constituents, the index covers approximately 85% of the global investable equity opportunity set. The Alkeon Funds' portfolios contain equity securities and may consist of 
securities issued by companies in different countries with varying capitalizations and fixed income and non-equity investments, including short sales of securities and margin trading, and are not as 
diversified as the securities (when aggregated) that comprise the MSCI World Index or the MSCI AC World Index. Unlike the performance of the Alkeon Funds, the performance of the MSCI World Index 
and MSCI AC World Index do not reflect the impact of fees or expenses. The index performance shown is on a price return basis only - it does not reflect dividends, their reinvestment or other 
income. (A price return index is used in light of the Fund’s investment strategy, i.e., the Fund has historically received negative dividend income, as the amount of dividends paid out by the Fund on short 
holdings has exceed the dividend income received on long holdings historically.) Any such comparison between the performance results of the Alkeon Funds and the MSCI World Index and MSCI AC 
World Index should not be relied upon as an accurate prediction of future results. Investors cannot invest directly in an index. 

Differing Investments and Investment Environments. Future investments will be made under different economic conditions and will include different portfolio securities. Members of Alkeon's investment 
team have changed and may change in future. As a result, potential investors should not assume that they will experience investment performance comparable to that set forth herein.  

No Assurance of Investment Return. There can be no assurance that any fund's investment objective will be achieved or that an investor will receive any return on its investment in a fund. A fund's 
performance may be volatile. An investment should only be considered by persons who can afford a loss of their entire investment. Notwithstanding a fund’s use of market hedges, the investment return 
and principal value of an investment in a fund will fluctuate and may lose money. 

References to Specific Companies/Securities. Unless otherwise indicated, to the extent that this document contains references to specific companies and/or securities, such references are presented 
solely for informational or attribution purposes and should not be considered a recommendation of any particular company or security. Any companies referenced herein are not intended to indicate 
companies in which Alkeon may invest or in which Alkeon has or will invest on behalf of any fund or client, and there is no assurance that investments made in the future will be profitable or equal the 
historical performance of any company referenced. Moreover, the inclusion of any third-party firm and/or company names, brands and/or logos does not imply any affiliation with these firms or companies.  

Forward-Looking Statements. Certain information, analyses, and/or conclusions contained in this document constitute and/or are based on estimates, projections, and "forward-looking statements" 
regarding, among other things, the historical and anticipated operating performance of companies identified herein and other similar companies, market conditions, access to capital markets, and the 
values of assets and liabilities. Such analyses, estimates projections, statements and conclusions reflect various assumptions by Alkeon concerning anticipated results that are inherently subject to 
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significant economic, competitive, and other uncertainties and contingencies and have been included solely for illustrative purposes. Due to various risks and uncertainties, including those discussed above 
and the risk factors set forth in the applicable Alkeon Fund's offering documents, actual events or results or actual performance of a fund may differ materially from those reflected or contemplated in such 
forward-looking statements. As a result, investors should not rely on such-forward looking statements in making their investments decisions. Alkeon, the applicable Alkeon Fund and their respective 
affiliates expressly disclaim any duty or obligation to update, revise or supplement this document or any of the information, analysis, or conclusions contained herein, including, but not limited to, any 
performance information or the manner or type of any investment by the Fund or its affiliates, for any reason. This communication reflects Alkeon’s opinions and analysis  as of the date it was delivered 
and does not constitute investment advice or a recommendation to buy or sell any securities. There is no guarantee that Alkeon’s views and projections regarding the future potential of AI are accurate or 
that any Alkeon investment or Alkeon Fund will benefit. Alkeon’s views may evolve or shift over time.  As such, information herein is subject to change at anytime without notice. Although Alkeon believes 
that the data expressed in this presentation is accurate and reasonable, actual results could differ materially from those projected or assumed, and such projections are subject to change, and are subject 
to inherent risks and uncertainties. 

Notice to Swiss Investors: The Confidential Explanatory Memorandum, Memorandum of Association, the Articles of Association and the annual reports of the Alkeon Growth Offshore Fund, Ltd ("AGO") 
are available only to Qualified Investors free of charge from the Representative. In respect of the Units distributed in Switzerland to Qualified Investors, place of performance and jurisdiction is at the 
registered office of the Representative. Representative: FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH-8008 Zurich. Paying Agent: NPB Neue Privat Bank AG, Limmatquai 1, CH-
8024 Zurich.  

Notice to Hong Kong Investors: The information memorandum in relation to any interest and/or investment referred to in this document has not been approved by the Securities and Futures Commission 
of Hong Kong. Accordingly (a) any interests or securities may not be offered or sold and have not been offered or sold in Hong Kong, by means of any document, other than to (i) "professional investors" 
as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance; or (ii) in other circumstances which do not result in the document being a "prospectus" 
as defined in the Companies Ordinance (Cap. 622) of Hong Kong or which do not constitute an offer to the public within the meaning of that Ordinance; and (b) no person has issued or had in its possession 
for the purposes of issue, and will not issue or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to any interest or 
securities, which is directed at, or the contents of which are or are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under securities laws of Hong Kong) other than 
with respect to any interests or securities which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional investors" within the definition of the Securities and Futures 
Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance.  

Notice to Korea Investors: Neither AGO nor Alkeon is making any representation with respect to the eligibility of any recipients of this document to acquire the shares of AGO therein under the laws of 
Korea, including but without limitation the Foreign Exchange Transaction Act and Regulations thereunder. The shares of AGO may only be offered to Qualified Professional Investors, as such term is 
defined under the Financial Investment Services and Capital Markets Act, and none of the shares of AGO may be offered, sold or delivered, or offered or sold to any person for re-offering or resale, directly 
or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.  

Notice to Singapore Investors: This document is not a prospectus as defined in the Securities and Futures Act, Chapter 289 of Singapore ("SFA") and has not been registered as a prospectus with the 
Monetary Authority of Singapore. Accordingly, statutory liability under the SFA in relation to the content of prospectuses would not apply, and this document should not be construed in any way as a 
solicitation or an offer to buy or sell any interest or investment referred to in this document. You should consider carefully whether the investment is suitable for you. The product named in this document 
is not authorised or recognized by the Monetary Authority of Singapore (the "MAS") and none of its interests / shares / units shall be allowed to be offered to retail public in Singapore. This document may 
be distributed only (i) to persons who are "institutional investors" under section 304 of the SFA, or (ii) to persons who are "relevant persons" under section 305(1) of the SFA or persons pursuant to section 
305(2) of the SFA if (and only if) this document forms part of the prospectus or information memorandum for the fund(s), and such distribution is otherwise in accordance with the conditions specified in 
section 305 of the SFA. 

Notice to United Kingdom Investors: AGO is an unrecognised collective investment scheme for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the "Act"). The 
promotion of AGO in the United Kingdom is accordingly restricted by law. Offering materials may only be issued in the United Kingdom to persons to whom they may lawfully be issued under the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005, including persons who are authorized under the Act ("authorized persons"), high net worth companies, high net worth unincorporated 
associations or partnerships, trustees of high value trusts and persons who qualify as certified sophisticated investors. The common shares are only available to such persons in the United Kingdom. The 
content of this document has not been approved by an authorized person. 

Notice to Australian Investors: Common shares in AGO will be offered in Australia on the basis that: (i) no disclosure to investors is required under Part 6D.2 of the Corporations Act; (ii) any offer or issue 
of common shares made in Australia is under the Fund's Confidential Explanatory Memorandum and is only made to "wholesale clients" for the purposes of the Corporations Act; and (iii) such action 
complies with all applicable laws, regulations and directives. Alkeon is permitted to conduct financial services in Australia pursuant to an exemption from the need to hold an Australian financial services 
licence under the Australian Corporations Act 2001. Alkeon is regulated by the Securities Exchange Commission of the U.S. under U.S. laws, which differ from Australian laws. 
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6 https://lexfridman.com/sam-altman-2-transcript/ 
7 https://www.wsj.com/tech/ai/alibaba-unveils-upgraded-ai-model-claims-it-surpasses-rival-deepseek-v3-506b7f28 
8 Sam Altman on X, January 27, 2025. 
9 Q3 2024 Alphabet Inc Earnings Call, October 30, 2024. 
10 https://www.federalregister.gov/documents/2025/01/15/2025-00636/framework-for-artificial-intelligence-diffusion and https://semianalysis.com/2025/01/15/2025-ai-diffusion-export-controls-microsoft-

regulatory-capture-oracle-tears/ 
11 All In Podcast, Jan 31, 2025. 
12 UBS, January 2025. 
13 Performance against the market measured by the largest 750 stocks in the U.S. by market capitalization as well as any S&P 500 stocks not already included. “Big Growers” are the top 75 high growth 

profile stocks as ranked by Empirical Research. 
14 SaaS and High Growth Internet constituents defined by Morgan Stanley and JP Morgan, respectively.   
15 Exclusive of the premium paid for related options. References herein to top five portfolio investments are to the portfolio’s top five long positions by issuer as of January 31, 2025. 
16 Bloomberg, January 2025. 
17 “Magnificent Seven” stocks include Apple, Amazon, Alphabet, Meta, Microsoft, Nvidia and Tesla. 
18 https://press.aarp.org/2022-7-13-New-AARP-Research-Nearly-Half-Americans-Do-Not-Have-Access-to-Retirement-Plans-at-Work 
19 Empirical Research, January 2025. 
20 Morgan Stanley, October 2023. 
21 References to specific companies are for illustrative purposes only. While some of these are Alkeon investments as of the date of this letter, Alkeon investments are subject to change, and their inclusion 

in the letter was not based on investment performance. An investment in any referenced company is speculative and may lose value, and no assumption should be made that an investment by Alkeon 
was or will be profitable. 

22Based on Alkeon analysis and opinion as of the date of this letter. For illustrative purposes only. Logos listed above as examples only and do not necessarily represent Alkeon investments. See also 
Endnote 21. 

23 GTC 2021 Nvidia Keynote. 
24 Hunter Lightman, member of technical staff at OpenAI.  
25 Noam Brown, research scientist at OpenAI. 
26 Will Depue, OpenAI employee. 
27 https://analyticsindiamag.com/soon-everyone-will-own-a-robot-like-a-car-or-phone-today/  and https://interestingengineering.com/innovation/robots-musk-in-homes  
28 https://www.figure.ai/master-plan#the-present.    
29 GTC 2021 Nvidia Keynote. 
30 http://en.people.cn/n3/2021/0607/c90000-9858374.html.  
31 https://www.graphcore.ai/posts/what-does-machine-learning-look-like. 
32 Bernstein, April 2017. 

                                                           

57

https://www.figure.ai/master-plan#the-present
http://en.people.cn/n3/2021/0607/c90000-9858374.html



