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Too big to f-Al-I

Source: Al generated

The Al story has been one of relentless momentum. ChatGPT marked the first chapter,
transforming OpenAl into the central force behind the industry’s expansion. The
company now faces the challenge of supporting the scale of investment behind it.
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OpenAl has long stood at the epicentre of the artificial
intelligence revolution. ChatGPT propelled the company
into global prominence, driving one of the fastest revenue
ramps in tech history. In early 2026, the company secured
a massive $122bn funding round at $852bn valuation,
placing it among the most valuable private companies
globally.

Yet a Wall Street Journal report published on 28 April intro-
duced a more cautious tone. OpenAl missed several key
internal targets. ChatGPT did not reach 1 billion weekly
active users by the end of 2025, landing closer to 900
million by February 2026. Annual revenue goals were
missed, along with multiple monthly targets in early 2026.
The board has also begun scrutinising Sam Altman’s
aggressive push for additional compute capacity. These
misses come as OpenAl races toward a potential IPO later
in 2026 or 2027, despite projecting heavy losses, poten-
tially $14bn in 2026 alone, and cumulative cash burn that
could reach tens or even hundreds of billions before any
hoped-for profitability in 2029 or beyond. Is this a man-
ageable competitive hiccup in a still-growing market, or
the first credible crack in the Al growth narrative?

OpenAl entered 2025 with extraordinary momentum.
Revenue had climbed from roughly $2bn in 2023 to $6bn
in 2024, while ChatGPT’s weekly active users surged from
about 100 million to 400 million by early 2025. Internally,
the assumption was simple: this pace will continue. It
didn’t.

By late 2025, ChatGPT reached around 900 million weekly
active users on an enormous scale, but still short of the
one-billion target. More telling was the slowdown beneath
the surface. Monthly user growth dropped sharply from
42% in early 2025 to just 13% by September. Around the
same period, OpenAl faced a wave of online backlash
tied to military-related partnerships, triggering a boycott
among parts of its user base. While difficult to quantify
precisely, the timing aligns with weakening growth and
rising churn, suggesting that reputational pressure may
have amplified an already natural deceleration.
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From a monetisation standpoint, fragility is noticeable.
Only about 5% of OpenAl’s 800-900 million weekly users
are paying subscribers, leaving the company with massive
scale but relatively thin revenue per user. Even with a
$20bn annualised revenue in 2025, performance fell
short of internal expectations and by early 2026, OpenAl
was missing multiple monthly revenue targets, a sign that
demand was no longer keeping pace with projections.

On the other hand, Anthropic pulled ahead on efficiency.
By March 2026, it reached roughly $19bn in ARR, with
Claude Code alone generating over $2.5bn after 5.5x
growth following Claude 4. The monetisation gap is strik-
ing. Anthropic earns about $211 per monthly user, com-
pared to OpenAl’s roughly $25 per monthly user. Reten-
tion adds further pressure. Al apps retain just 21.1% of
users annually, versus 30.7% for traditional software,
making long-term revenue harder to sustain.
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Financially, the model is under strain. Deutsche Bank pro-
jects $143bn in negative cumulative free cash flow from
2024 to 2029, while OpenAl could post a $74bn operating
loss in 2028 alone. Still, OpenAl’'s IPO ambitions remain
alive. Polymarket assigns a 51.5% probability to a 2026
listing.

The reaction was immediate and telling. Within hours of
the Wall Street Journal report raising concerns about Ope-
nAl’s future profitability and its ability to fund ever-expand-
ing compute needs, the broader “OpenAl ecosystem”
traded sharply lower.

Oracle, deeply tied to OpenAl through the multi-year Star-
gate data-centre initiative, reportedly a roughly $300bn
computing partnership, fell around 7%. CoreWeave, one
of the most exposed pure-play Al infrastructure providers
with contracts ranging from billions to tens of billions of
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dollars, dropped 7%. In Tokyo, SoftBank, one of OpenAl’'s
most visible financial backers, lost close to 10%.

The shockwaves extended across the semiconduc-
tor complex. Nvidia, Broadcom and AMD saw pressure
despite their diversified revenue base.

At first glance, the magnitude of the move appeared dis-
proportionate. OpenAl remains a private company, and its
direct revenues are still a fraction of the global tech eco-
system. Yet, the sell-off was about what OpenAl repre-
sents and the structure underpinning the entire Al invest-
ment thesis.

Over the past two years, a powerful narrative has taken
hold. Al demand is effectively limitless, and the only real
constraint is compute supply. That narrative has under-
pinned hundreds of billions of dollars in capital allocation
decisions across the technology stack.

At the centre of this ecosystem sits OpenAl, functioning
as both a symbol and a demand engine. The model is cir-
cular and this is precisely the issue.

OpenAl raises capital at increasingly elevated valuations.
That capital is then committed to long-term compute
contracts with hyperscalers and infrastructure special-
ists such as Oracle and CoreWeave. These companies, in
turn, invest heavily in data centres, GPUs, and networking
equipment, often sourced from Nvidia and its ecosystem.
Strong infrastructure demand translates into robust reve-
nues and earnings growth for these suppliers, reinforcing
high equity valuations and enabling further capital deploy-
ment into Al.

Source: Bloomberg
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The system works as long as end-demand keeps accel-
erating. If OpenAl’'s monetisation—the most visible “end
demand” signal—slows or misses targets, investors sud-
denly question whether the entire wheel can keep spin-
ning at the required speed. Chief Financial Officer Sarah
Friar reportedly warned leadership that the company
might struggle to honour future data-centre contracts if
revenue growth does not accelerate.

This is a classic case of narrative violation. OpenAl has
been the poster child of the Al revolution; any sign of
strain at that level forces investors to reassess the entire
ecosystem.

Competition is also becoming more relevant. Models from
Google (Gemini) and Anthropic are increasingly credible,
particularly in enterprise and coding use cases. Pricing
pressure and higher churn become more plausible out-
comes, complicating the path to profitability.

The episode also amplified concerns that had already
started to build. High-profile investors had begun trim-
ming exposure to Al leaders. Figures such as Peter Thiel
reduced Nvidia positions. SoftBank sold shares. Bearish
voices, including Michael Burry, pointed to OpenAl as a
potential “linchpin” vulnerability.

The WSJ report crystallised these concerns, resulting in a
rapid repricing of expectations. The question now centres
on whether the economics of Al demand can sustain the
scale of investment currently underway.

The market reaction reflects a broader reassessment of
the Al investment narrative.

One interpretation points to a company-specific dynamic.
This looks, first and foremost, like a competitive miss
rather than a collapse in overall Al demand. Total usage of
generative Al continues to expand at a rapid pace; the pie
is simply being shared more evenly across players. Goog-
le’s Gemini is gaining traction on the consumer side, and
Anthropic continues to build strong positioning in enter-
prise and coding applications. The emergence of credible
alternatives reflects a maturing market.

OpenAl itself remains a dominant force. It still commands
the largest consumer base, continues to grow revenue at
a pace that would be exceptional by any historical stand-
ard, and recently raised $122bn at a valuation exceeding
$850bn, placing it among the most valuable private com-
panies globally.

This view is reinforced at the infrastructure level. Nvidia’s
data-centre business remains broadly diversified, sup-
ported by demand from hyperscalers, sovereign buyers,
and enterprise workloads. At the same time, Microsoft,
Alphabet, Amazon, and Meta are all guiding for substantial
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Al-related capital expenditures in 2026, with combined
figures in the $600-700 billion range. These investments
are driven by their own ecosystems (cloud, search, adver-
tising, and internal productivity) not solely by OpenAl’s tra-
jectory.

Private markets also remain receptive. The ability of Al
companies to continue raising capital at scale suggests
that investor appetite for the theme has not disappeared.
Capital is still available, and the long-term narrative around
Al-driven productivity gains remains intact.

On the other hand, a different interpretation focuses on
the structure of the system itself. The circular financing
dynamic that has powered the Al boom is also its most
visible vulnerability. Capital flows from investors to Al labs,
from labs to infrastructure providers, and from there into
GPUs and data centres, often with limited visibility on
end-user returns at scale. In that context, the distinction
between a virtuous investment cycle and a fragile feed-
back loop becomes less clear. Cash-burn levels remain
substantial even under optimistic assumptions. If infer-
ence costs fail to decline quickly enough, or if monetisa-
tion through enterprise adoption, agents, or new product
layers progresses more slowly than expected the gap
between investment and return becomes harder to justify.
The scale of committed spending leaves little room for
execution missteps.
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Additionally, a significant share of major equity indices is
concentrated in Al-linked names, including Nvidia, Micro-
soft, Alphabet, Amazon, and Meta. A repricing of growth
expectations across this group would not remain con-
tained, it would translate into broader index-level volatility.

Sentiment had already started to shift before this episode.
Questions around the sustainability of capex intensity, the
role of debt in financing infrastructure expansion, and the
need for measurable productivity gains had been building
for months.

This is not the moment to call the top on Al. It is, however,
the moment to be more selective and more disciplined.
Exposure now needs to be differentiated across the value
chain. Diversified hyperscalers remain more insulated.
By contrast, companies with concentrated exposure to
OpenAl are more sensitive to any shift in its spending tra-
jectory. OpenAl itself should be treated less as a sector
proxy and more as a single-name risk. Revenues are
scaling quickly, around a $20bn run rate, but the issue is
whether that growth can support $1,400bn in long-term
commitments.
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