Apple's AI search plans unsettle Google investors as Safari searches decline
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Investors in tech giants Apple and Google are increasingly anxious about the rising tide of artificial intelligence (AI) in the search engine landscape. Recent developments suggest that these concerns are not unfounded, especially with significant shifts emerging in consumer behaviour and corporate strategy.
At the heart of the unease is a revelation from Apple senior vice president of services, Eddy Cue, during a U.S. Department of Justice antitrust case against Google. He disclosed that searches originating from Google’s platform on Apple's Safari browser had declined for the first time last month. This was not merely a snapshot; it was interpreted as indicative of a broader trend fuelled by the burgeoning popularity of AI-driven search tools, such as OpenAI's ChatGPT. Following Cue's comments, Google’s shares experienced a substantial decline, shedding up to 9% of their value, which equated to a staggering loss of nearly $150 billion in market capitalisation.
The implications of this shift are manifold. Apple's examination of integrating AI search engines like OpenAI and Perplexity into Safari represents a pivotal move that could disrupt Google's long-held dominance in search. Underpinned by a lucrative agreement worth approximately $20 billion annually, Google has relied on the default status it enjoys on Safari to maintain its stronghold in mobile search advertising. However, experts warn that should Apple reduce Google's exclusivity, advertisers might pivot their strategies, potentially realigning with AI alternatives that are gaining traction.
Analysts stress the urgency for Apple to adapt in a landscape where consumer demand is increasingly favouring AI capabilities. Dilantha De Silva, an industry analyst, remarked that although some smartphone users do not yet see AI features as crucial, the demand is evolving rapidly. Companies that fail to respond to this paradigm shift may find themselves sidelined. Nexus Research highlighted that Google’s historical "default" status on the iPhone is under threat, especially with Apple exploring partnerships beyond Google as it engages with other AI competitors like Perplexity.
In response to these competitive pressures, Google is fortifying its strategy by introducing its own AI functionalities, hoping to retain relevance amidst the surge in interest around conversational AI. Yet, the challenges are steep; while Google boasts robust infrastructure and a dedicated AI team, it faces increasing scrutiny over its historical monopolistic practices and declining consumer trust as users consider alternatives.
OpenAI is positioning itself as a formidable competitor in the quest for AI dominance in search. Recently, the company invited Instacart CEO Fidji Simo to head its applications business, signalling an ambition to meld AI technology more closely with consumer needs. Julia Huang, a founding partner at Vesey Ventures, noted that OpenAI's ambitions extend well beyond developing AI models into owning the consumer platform, a move that could capture significant market share should it succeed in launching effective AI search solutions. This ambition underscores a notable shift as users are progressively gravitating towards AI-driven tools for their search needs.
Nonetheless, despite these promising developments for AI proponents, caution remains prudent. OpenAI CEO Sam Altman acknowledged his own shift away from Google in favour of AI-supported searches during a Senate Commerce Committee hearing, though he conceded that it is unlikely AI will completely supplant Google as the leading search engine. Google's adaptability, potent resources, and commitment to continuous innovation bolster its competitive stance.
As Apple navigates these complex waters, the tech industry watches closely. The evolving dynamics highlight a ripe battleground where giants are redefining search paradigms, reminiscent of previous technological transitions. The importance of adaptation in the face of consumer preference is clear, as both Apple and Google grapple with the implications of embracing AI technologies. What remains certain, however, is that the reshaping of the search landscape is not just a possibility; it is becoming a reality.
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