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Beyond the
Seach box:

what is the future of Search
in the age of Al?

For two decades, the search box has been the undisputed gateway to the internet, a frictionless tool embedded in
our daily lives. But this familiar landscape is undergoing a transformational change, driven by the rapid emergence of
Generative Al (GenAl).

This evolution is forcing us to reconsider not just how we find information, but how the companies that provide it will
create value in the coming years. The two leaders in consumer-facing GenAl tools are OpenAl (via ChatGPT) and
Alphabet (via Gemini).

The new landscape of search

When ChatGPT launched in 2022, it acquired 100 million users in just two months, a pace unmatched by any prior
consumer technology. Its first-to-market user-friendly GenAl tool has catapulted ChatGPT to the most-used app in the

world, but still behind Google.com as the most frequented website. Current usage statistics include:

Alphabet/Google/Gemini OpenAl/ChatGPT

Most-frequented website #1 Top 5
Search-like queries 14 billion daily 40 million daily
GenAl monthly active users 450 million 800 million

Currently, however, traditional search and GenAl serve distinct purposes. Google Search has long been the master
of specific intent. Its usage is dominated by informational queries (e.g., “what is the weather in Brisbane?”) at ~55%,
navigational queries (e.g., “Australian Museum website”) at ~30%, and commercial queries (e.g., “buy flights to
Melbourne”) at ~15%. GenAl, on the other hand, excels at complexity. Around 70% of its use is for deep research and
assistance, such as summarising reports or helping with homework. The remaining 30% comprises more search-like
queries.

"Generative Al or GenAl is a class of Al algorithm that can create new content such as text, images, audio and code based on learnings from existing data.
GenAl responds to user prompts.
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The who of the future of Search

These two worlds of Search and GenAl, in our view,

are rapidly converging. The future of Search isn't a
battle of one versus the other, but a synthesis of both.
Magellan expect features and use cases to emerge that
improve the experience for informational, navigational,
commercial and deep research needs, as well as the
emergence of agentic Al> use cases.

At present, ChatGPT has the GenAl mindshare of the
consumer given its first-mover advantage. Google has
Search mindshare — and isn’t standing still on GenAl.
Google, the pioneer of Al, is now integrating Al Overview
into its core Search product, already reaching over 1.5
billion users of the tool, and over 450 million monthly

active users (MAU) of the Gemini app. In addition,
Alphabet’s scale and interconnected ecosystem are
strategic advantages in driving future growth. Alphabet’s
assets include YouTube (>2.7 billion MAU), Android (>3.5
billion users), Chrome (>3.5 billion users), Gmail (>1.8
billion MAU), Google Cloud, and Waymo. This powerful
consumer base and diversified platform, combined with
Alphabet’s GenAl capabilities, is a powerful platform to
drive the adoption of GenAl and Agentic Al use cases.
The breadth and depth of these services should enable
Google to customise the Al experience for its users,
which is hard to replicate.
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Monetisation in the GenAl search era

The most critical question for investors is how this new
technology will be monetised. Alphabet’s current model
is a digital advertising fortress, with Search ad revenue
representing a ~$200 billion annual revenue stream, and
an estimated 90% market share in search. Impressively,
this revenue is generated from ads being shown on
only about 20% of searches. The future, however, points
to a more diversified revenue stack, and more, albeit

still concentrated, competition. For example, OpenAl
currently generates US$12 billion in revenue and is
aiming to grow 10x by 2029.

A

2 Agentic Al is an Al system that can autonomously and proactively act to achieve goals. Agentic Al can independently plan or make decisions to

complete tasks.



At Magellan, we see four key pillars emerging:

e Continued Google Search ad revenue:
The foundational, highly profitable core business will
remain, albeit it will likely be smaller over the medium
to long term.

¢ GenAl subscription revenue:
Premium tiers for advanced Al features are already
being rolled out, creating a recurring revenue stream.

e GenAl ad revenue:
As Al provides more comprehensive answers, new,
native advertising formats will be integrated directly
into the generated content.

e Agentrevenue:
This is the most transformative opportunity: an Al
‘agent’ that moves beyond providing information
to completing tangible tasks. For example, users
could engage an agent for booking an entire holiday,
scheduling appointments or ordering products. The
agent will be able to guide the consumer through
the entire process from planning to discovery and
purchase and is likely to take a small commission
for the service. This moves GenAl players from an
information provider to a commerce enabler.

In summary, the world of search is evolving, creating a

powerful new monetisation model. Magellan view that Related insights

Alphabet is far more than just a search engine; it's a Magellan In The Know podcast: From
diversified ecosystem supercharged by Al and primed to search to answers: How Al is changing
lead in the future of search. the game.

Magellan Minutes: Al vs Google: \What
to expect in the future of search?
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IMPORTANT INFORMATION

This material has been delivered to you by Magellan Asset Management Limited ABN 31120 593 946 AFS Licence No. 304 301 trading as Magellan Investment Partners (‘Magellan
Investment Partners’) and has been prepared for general information purposes only and must not be construed as investment advice or as an investment recommendation. This
material does not take into account your investment objectives, financial situation or particular needs. This material does not constitute an offer orinducement to engage in an
investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe for interests in any type of investment product or service. You
should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’) and consider obtaining professional investment advice
tailored to your specific circumstances before making a decision about whether to acquire, or continue to hold, the relevant financial product. A copy of the relevant PDS and TMD
relating to a Magellan Investment Partners financial product may be obtained by calling +612 9235 4888 or by visiting www.magellaninvestmentpartners.com

Past performance is not necessarily indicative of future results and no person guarantees the future performance of any financial product or service, the amount or timing of any
return from it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. This material may contain
‘forward-looking statements’ Actual events or results or the actual performance of a Magellan Investment Partners financial product or service may differ materially from those
reflected or contemplated in such forward-looking statements.

This material may include data, research and other information from third party sources. No guarantee is made that such information is accurate, complete or timely and no warranty
is given regarding results obtained from its use. This information is subject to change at any time and no person has any responsibility to update any of the information provided

in this material. Statements contained in this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of Magellan
Investment Partners or the third party responsible for making those statements (as relevant). Such statements involve known and unknown risks, uncertainties and other factors,
and undue reliance should not be placed thereon. No representation or warranty is made with respect to the accuracy or completeness of any of the information contained in this
material. Magellan Investment Partners will not be responsible or liable for any losses arising from your use or reliance upon any part of the information contained in this material.

Any third-party trademarks contained herein are the property of their respective owners and Magellan Investment Partners claims no ownership in, nor any affiliation with, such
trademarks. Any third-party trademarks contained herein are the property of their respective owners, are used for information purposes and only to identify the company names or
brands of their respective owners, and no affiliation, sponsorship or endorsement should be inferred from such use. This material and the information contained within it may not be
reproduced, or disclosed, in whole or in part, without the prior written consent of Magellan Investment Partners. (080825-#W17) UID107
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