< Sygnia

Unravelling the Al Hype:
Understanding the Journey

of NLP to ChatGPT

August 2023

When the first passenger train ran in 1825, many
believed that travelling at such great speeds would lead
to a gruesome death, with limbs being torn off bodies, or
bodies simply melting. Some 50 years later, Alexander
Graham Bell was the subject of vicious attacks, with one
writer for The New York Times predicting that use of the
telephone would result in human beings soon becoming
“nothing but transparent heaps of jelly to each other”.
Many were equally afraid when electricity was being
rolled out to homes, with US President Benjamin Harrison
famously instructing his White House staff to switch the
lights on and off for him lest he be electrocuted.

In 10 years, perhaps even less, we may consider the
more extreme fears around artificial intelligence (Al) as
far-fetched as these examples are.

Humans have always worried about the unknown changes
that new technology may bring, as the hype around
OpenAl’'s ChatGPT most recently demonstrates. But here’s
the thing: we have been using Al in our daily lives for years
via predictive text on our cellphones, interacting with
chatbots on websites and even through the spelling and
grammar corrections made in word-processing programs.
Natural language processing (NLP)-based Al like ChatGPT
is also not new. In fact, the version of ChatGPT released in
late 2022 was the consequence of three earlier iterations
and was based on research dating back to the 1950s.
ChatGPT only seems new because it was thrust into the
hands of everyone, everywhere, all at once, leaving us to
share the collective task of making sense of it.

History teaches us that fear of the unknown can be
overcome with knowledge. So to make sense of the
onslaught of NLP Al and overcome our fears, it is
important to understand what it actually is, how it came
about and what potential it holds.

A brief history of NLP

NLP is the study of how a computer and its binary brain
can be programmed to understand the intricacies of
human language. Easier said than done when every word
we speak, no matter in what language or how simple,
hides hundreds of shades of meaning within it, each
subject to a multitude of rules that seem natural to
native speakers.

This was the struggle early pioneers of NLP at the
Massachusetts Institute of Technology (MIT) faced in the
1950s when they wanted to create a computer that could
translate Russian into English. Their approach was much
like going through a dictionary, replacing each Russian
word as it came and fitting it to English’s word-ordering.
Anyone who's ever struggled through a beginner’s class
in a new language knows this is a losing strategy.

The next wave of NLP, lasting through the 60s, 70s and
early 80s, was built on the back of advances in linguistic
theory, most notably the contributions of Noam Chomsky
and his theory of generative grammar. The idea that
language had consistent structures, following rules and
hierarchies just like computational languages, gave NLP
researchers hope that the ambiguities of simple
sentences could be resolved by identifying and manually
coding all these rules. But this too proved unfeasible.
There were too many esoteric rules, too many
exceptions, and not enough computational power to get
close. Just settling on the meaning of any given word in
an automated way seemed impossible.

This hard-won lesson led to the next wave of NLP, which
started in the late 80s. The seeds of GPT were planted
by the realisation that sophisticated algorithms could
create a statistical model of semantics.
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To cut many long years of research short, algorithms
were eventually trained to convert English sentences into
formal logic, to break down parts of speech and
hierarchical roles, and to identify actors and the actions
between them (effectively emulating human
conversation).

In the early 2000s, this formed the basis of the large
language modelling (LLM) that powers ChatGPT and
others of its ilk, such as BERT, Chinchilla, Gopher, Bloom,
PaLM and LAMDA. LLM’s great leap forward is the idea
that by teaching an algorithm to look at the first few
words of a sentence and then guess what the next words
will be, all the tricky, impossible-to-articulate rules will
be learned automatically. This is much like an infant
learning to talk by mimicking her parents and receiving
the reward of being understood.

The current version of ChatGPT that has wowed the
world is, essentially, a very sophisticated statistical
model capable of both understanding and generating
human-like language.

The potential of LLM

ChatGPT may seem nothing more than a fun toy to play
with or a means to cheat on school papers, but its
potential to reduce costs, drive growth and offer a
competitive advantage is far reaching and has the
potential to transform a wide range of industries.

ChatGPT

LLM-based Al is already being used in retail and
commerce in the form of customer-experience-
enhancing tools such as chatbots and in business
operations for various automations.

The legal industry is embracing LLM'’s ability to sift
through and intelligently analyse reams of paperwork,
while the financial services industry is using this type of
Al for a range of functions, from elevating customer
service to analysing vast amounts of data and
pinpointing risks.

In healthcare, LLM-based Al can be used to improve
value-based care by evaluating medical records,
providing potential diagnosis, educating patients on
pathways to health, monitoring patients and providing
real-time alerts and analysing scientific research to help
identify new drugs.
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Why invest in LLM?

The total value of Al start-ups escalated to $48 billion in
2022, six times the sector’s value in 2020, making it likely
that Al companies will soon surpass the enterprise value
of internet companies.

Demand for LLMs continues to soar within the Al
investment sector, with the market expected to reach
$34.3 billion by 2026. Key players in the LLM market
include tech giants like Google, Microsoft, Meta and
Amazon, as well as start-ups like OpenAl and Hugging
Face. Google’s Pathways Language Model (PaLM) alone
cost an estimated $8m to train, providing some insight
into the massive investments being pumped into LLM.

Support industries are also burgeoning alongside LLM,
such as semi-conductors, chip manufacturing and cloud
technologies.

South Africans can invest in the high potential LLM-based
Al market by investing directly in the big players that are
themselves investing heavily in this market, as well as by
investing thematically in the key sectors driving LLM, such
as chip manufacturing and cloud technology.

Sygnia’s FAANG Plus Equity Fund has been strategically
repositioned to invest in many of these big players and
other Al-based investment opportunities. The fund is
already delivering more than its fair share in returns for

early adopters. It's the 2022 Raging Bull Awards winner
for Best (SA-Domiciled) Global Equity General Fund and,
the fund was ranked 1st out of 99 funds in the ASISA
Global Equity Category for 1 year performance (as at end
May 2023).

As Al adoption accelerates exponentially, we are at a
crossroads in human history. You, as an investor, have a
choice to make: let fear stop you from riding the Al train
or get on board before it gets too crowded.
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Disclaimer

The Sygnia Group is a full member of the Association for Savings and Investment SA. Sygnia
Collective Investments RF (Pty) Ltd is a registered and approved Manager in Collective
Investment Schemes in Securities. Collective investment schemes are generally medium to
long-term investments. Sygnia Asset Management (Pty) Limited (FSP reg no. 873), an authorised
financial services provider, is the appointed investment manager of the Fund. The portfolio
may invest in other unit trust portfolios which levy their own fees, and may result is a higher fee
structure and the and that the value of investments / units / unit trusts may go down as well as
up. Past performance is not necessarily a guide to future performance. Collective investments
are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees
and charges and maximum commissions is available from the Manager on request. Performance
is based on NAV to NAV calculations with income reinvestments done on the ex-div date.
Performance is calculated for the portfolio and the individual investor performance may differ
as a result of initial fees, actual investment date, date of reinvestment and dividend withholding
tax. The Manager does not provide any guarantee either with respect to the capital or the return
of a portfolio. Collective investments are calculated on a net asset value basis, which is the total
market value of all assets in the portfolio including any income accruals and less any deductible
expenses such as audit fees, brokerage and service fees. Forward pricing is used. All the
portfolio options presented are approved collective investment schemes in terms of Collective
Investment Schemes Control Act, No 45 of 2002 (“CISCA”). The fund may from time to time invest
in foreign countries and therefore it may have risks regarding liquidity, the repatriation of funds,
political and macroeconomic situations, foreign exchange, tax, settlement, and the availability of
information. The Manager has the right to close any portfolios to new investors to manage them
more efficiently in accordance with their mandates. A copy of the Minimum Disclosure Document
(MDD) is available on our website: www.sygnia.co.za
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Important regulatory information

This document has been drawn up and approved by Sygnia Investment Advisers LLP (“the Firm”),
which is a company subject to British Law, with registered office at 24-25 Grosvenor Street, Third
Floor, London, W1K 4QN. The Firm is approved by the Financial Conduct Authority (“FCA”) with
Firm Reference Number 923432 as an Appointed Representative of Sygnia Asset Management
UK Limited, which is authorised and regulated by the FCA, with Firm Reference Number 845841.

This document aims to provide useful information for general purposes or discussion. It is
intended for your use only and does not constitute an invitation or offer to subscribe for or
purchase any of the products or services mentioned. This material is approved by the Firm for the
use of professional clients or eligible counterparties as defined in the FCA’s Conduct of Business
Sourcebook (COBS3), and no other person who receives the material should rely on it.

The material is not intended for retail clients. The information provided is not intended to provide
a sufficient basis on which to make an investment decision. Any investment in Funds will be made
pursuant to written subscription materials. This is not a legal or fiscal document. The information
and opinions expressed herein, subject to change over time, are those of the Firm or its employees
or consultants at the time of writing this document. Any duplication, publication or transmission
of the contents of this document, even partial, to unauthorised persons is prohibited. Some of the
information contained herein may be derived from sources, published and unpublished, which
are presumed to be correct and reliable but have not been verified by independent third parties.
For this reason, the Firm does not guarantee the accuracy or completeness of such information
and shall not be liable for any damages or losses arising from the use of information provided.

The statements contained herein are subject to the provisions of any underlying offer or contract
that may have been or will be entered into or concluded. Any investment opportunities presented
in the document are not guaranteed by the Firm. Any performance figures given refer to the past
and are not indicative of future returns. The value of investments can go down as well as up.
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