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I. Executive Summary 
 

The artificial intelligence industry has entered a new, capital-intensive era where the primary 
determinant of competitive advantage is no longer solely algorithmic innovation but the 
acquisition and control of vast computational power. This shift has catalyzed a series of 
unprecedented, multi-hundred-billion-dollar symbiotic partnerships between leading AI 
model developers and the semiconductor manufacturers and cloud providers that form the 
bedrock of the digital economy. These are not conventional customer-supplier agreements 
but deeply intertwined strategic alliances characterized by mutual investments, long-term 
capacity commitments, and novel financial structures that are fundamentally reshaping the 
technological landscape. 

This report provides an exhaustive analysis of these large-scale "circular deals," focusing on 
the landmark transactions involving OpenAI with NVIDIA, Advanced Micro Devices (AMD), and 
Oracle, as well as Amazon's strategic partnership with Anthropic. These agreements, 
collectively valued at over a trillion dollars, are driven by an insatiable demand for specialized 
AI chips and the existential threat of "compute scarcity" for companies at the forefront of AI 
development.1 The scale of these commitments is staggering, with OpenAI alone securing 
access to over 16 gigawatts of computing capacity from chipmakers and committing to a 
$300 billion cloud infrastructure deal with Oracle, all as part of its ambitious "Stargate" 
initiative to build a semi-private, national-scale AI utility.2 

A defining characteristic of these megadeals is the mechanism of "circular financing." In the 
most prominent example, NVIDIA intends to invest up to $100 billion in OpenAI, which will then 
use that capital to purchase NVIDIA's next-generation AI systems.2 This flow of capital—from 
investor to customer and back to the investor as revenue—has secured long-term demand for 
chipmakers and provided AI developers with the necessary funding for their colossal 
infrastructure buildouts. However, it has also drawn comparisons to the precarious practice of 
vendor financing and ignited a debate about the potential for an AI market bubble, fueled by 



soaring private valuations that appear disconnected from current profitability.6 

The strategic implications of this new paradigm are profound. First, it represents a frantic 
arms race to secure compute, with first-movers like OpenAI locking up a significant portion of 
the future global supply of advanced AI chips. Second, these deals signal a concerted effort 
by major AI players to diversify their supply chains and mitigate their dependence on NVIDIA, 
whose market dominance has given it immense pricing power. The OpenAI-AMD partnership, 
with its unique performance-based equity component, is a clear manifestation of this 
strategy.7 Third, this trend is leading to a consolidation of power among a handful of vertically 
integrated ecosystems, each comprising a major AI model developer, a chip supplier, and a 
cloud provider. Finally, the sheer scale of capital involved, coupled with the circular financial 
structures, necessitates a critical evaluation of systemic risk and the long-term sustainability 
of the current investment supercycle. 

Table 1: Summary of Recent Large-Scale AI Infrastructure Deals 

 

Partnership Announced 
Value / 
Scope 

Primary 
Technology 

Key 
Financial 
Structure 

Timeline Strategic 
Rationale 

OpenAI & 
NVIDIA 

Up to 
$100B 
Investment; 
10 GW 
Compute 2 

NVIDIA 
"Vera 
Rubin" 
Platform 2 

Circular 
Investment 
for Chip 
Purchase 

First 
deployment 
2H 2026 5 

Secure 
supply for 
OpenAI; 
Lock-in key 
customer 
for NVIDIA 

OpenAI & 
AMD 

6 GW 
Compute; 
Warrants 
for up to 
10% of 
AMD 3 

AMD 
Instinct 
MI450 
Series 9 

Equity-base
d incentive 
for chip 
purchase 
and 
performanc
e 

First 
deployment 
2H 2026 3 

Diversify 
supply for 
OpenAI; 
Validate 
technology 
for AMD 

Amazon & 
Anthropic 

$8B Total 
Investment 
10 

AWS 
Trainium & 
Inferentia 
Chips 11 

Direct 
investment 
for cloud 
and chip 
commitmen

Investment 
completed 
in 2025 12 

Secure AI 
partner for 
AWS; Drive 
adoption of 
in-house 



t silicon 

OpenAI & 
Oracle 

$300B 
Cloud 
Contract; 
4.5 GW 
Capacity 4 

Oracle 
Cloud 
Infrastructu
re (OCI) 
with NVIDIA 
GPUs 14 

Long-term 
cloud 
services 
agreement 

5-year deal 
starting in 
2027 4 

Diversify 
cloud 
providers 
for OpenAI; 
Catapult 
OCI into 
top-tier AI 
provider 

Meta & 
AMD 

Major 
Hardware 
Partnership 
15 

AMD 
Instinct 
MI300X & 
MI400 
Series 16 

Direct 
purchase 
agreement 

Ongoing 
deployment 
16 

Secure 
cost-effecti
ve 
inference 
capacity for 
Meta's 
Llama 
models 

Google & 
NVIDIA 

Deepened 
Partnership 
17 

NVIDIA 
Blackwell 
GPUs on 
Google 
Cloud 17 

Joint 
developme
nt and 
infrastructu
re 
integration 

Ongoing 17 Optimize 
Google's 
open 
models on 
NVIDIA 
hardware; 
Enhance 
Google 
Cloud AI 
offerings 

 

II. The New Gold Rush: The Insatiable Demand for AI 
Compute 
 

 

The Exponential Growth Curve 



 

The fundamental market driver underpinning the recent wave of megadeals is the voracious 
and seemingly limitless appetite for computational power. The artificial intelligence market, 
which surpassed a valuation of $200 billion in 2024, is on a steep trajectory projected to 
exceed $826 billion by 2030, expanding at a compound annual growth rate of 35.7%.18 This 
explosive growth is not merely a financial forecast; it is a direct reflection of the escalating 
complexity of AI models. Each successive generation of large language models (LLMs) and 
generative AI systems requires orders of magnitude more data and processing power for 
training and inference, creating a demand curve that is exponential in nature. The transition 
from text-based models to multimodal systems capable of processing and generating images, 
audio, and video further amplifies this computational need, pushing existing infrastructure to 
its limits. 

 

Compute as the Primary Bottleneck 
 

In this new economic reality, specialized AI chips—primarily graphics processing units 
(GPUs)—have become the most critical strategic resource, analogous to oil in the industrial 
age or silicon wafers in the personal computing revolution. Access to at-scale, 
high-performance compute is now the primary bottleneck for innovation and market 
leadership. This reality is consistently articulated by industry leaders. OpenAI's Chief Financial 
Officer, Sarah Friar, has identified "constantly being under compute" as the company's single 
greatest challenge, while President Greg Brockman has warned of an impending "compute 
desert" where demand for AI services will catastrophically outstrip the available supply of 
processing power.1 This scarcity is the direct catalyst for the multi-billion-dollar, multi-year 
commitments that define the current landscape. Companies at the AI frontier are no longer 
just buying chips for current needs; they are making colossal bets to secure their access to 
the computational resources required for their entire future roadmap. 

This dynamic has created a powerful feedback loop. The narrative of "compute scarcity," while 
reflecting a genuine supply-chain constraint, is also a potent strategic instrument. By publicly 
framing compute as a finite and contested resource, leading firms like OpenAI can justify their 
massive, long-term, and often exclusive procurement deals. In signing agreements for a 
combined 16 gigawatts of power from NVIDIA and AMD, alongside a $300 billion cloud 
contract with Oracle, OpenAI is effectively pre-purchasing a substantial fraction of the world's 
projected future chip and data center capacity.2 This action, taken in response to the scarcity 
narrative, simultaneously validates and exacerbates the very scarcity it purports to solve. By 
locking up future supply, these dominant players remove that capacity from the open market, 
making it significantly more difficult and expensive for smaller competitors and new entrants 
to scale. In this way, a logistical challenge is skillfully transformed into a formidable 



competitive moat, consolidating market power and raising the barriers to entry for any 
potential rival that cannot command similar multi-billion-dollar capital commitments. 

 

The Capital Expenditure Supercycle 
 

The industry-wide scramble for compute has ignited a historic capital expenditure (capex) 
supercycle, with spending on AI infrastructure reaching levels previously unimaginable. The 
four largest cloud service providers, or "hyperscalers"—Meta, Alphabet (Google), Microsoft, 
and Amazon—are collectively projected to spend an astounding $325 billion on capex in a 
single year.6 To put this figure in perspective, it is roughly equivalent to the entire gross 
domestic product of a developed nation like Portugal. This monumental investment is 
overwhelmingly directed towards a single purpose: the construction and outfitting of a new 
generation of data centers designed specifically to handle the immense power and cooling 
requirements of large-scale AI workloads. This capex boom is the clearest possible signal of 
the industry's conviction in the transformative potential of AI and the foundational role that 
physical infrastructure will play in the coming decade. 

 

III. Titans of the Stack: Profiling the Key Players 
 

The current AI infrastructure landscape is dominated by a select group of companies, each 
occupying a critical layer of the technology stack. The recent megadeals are best understood 
as a series of strategic realignments among these titans. 

 

AI Model Developers 
 

These are the organizations at the forefront of AI research and product development, whose 
models create the immense demand for compute. 

●​ OpenAI: As the developer of ChatGPT and the GPT series of models, OpenAI is the 
undisputed market leader in foundation models. With over 700 million weekly active users 
and backing from Microsoft, it has become the central node in a complex web of 
infrastructure partnerships designed to fuel its path toward artificial general intelligence 
(AGI).2 



●​ Anthropic: A key competitor to OpenAI, Anthropic is distinguished by its intense focus on 
AI safety and the development of its Claude family of models. It has secured a deep 
strategic alignment with Amazon, positioning itself as the primary AI partner for the AWS 
ecosystem.11 

●​ Meta & Google: These established tech giants are formidable players in their own right. 
Meta's open-source Llama models have gained significant traction, while Google's 
Gemini models are deeply integrated into its vast product ecosystem.19 Crucially, both 
companies are also developing their own custom silicon (MTIA, TPU), which positions 
them as both major customers and potential long-term competitors to traditional 
chipmakers.16 

 

Semiconductor Manufacturers 
 

These companies design the specialized processors that are the engines of the AI revolution. 

●​ NVIDIA: The dominant force in AI hardware, NVIDIA controls an estimated 70% or more 
of the AI semiconductor market.22 Its success is built not only on the superior 
performance of its GPUs (like the H100 and Blackwell series) but also on its proprietary 
CUDA software platform, a mature and comprehensive ecosystem that creates significant 
developer lock-in and a powerful competitive moat.21 With a market capitalization 
exceeding $4 trillion, it is the primary financial beneficiary of the AI boom.23 

●​ AMD: As NVIDIA's primary challenger, AMD has been aggressively positioning its Instinct 
series of GPUs as a viable, high-performance alternative. The company has made 
significant inroads by securing major deals with key AI players like OpenAI and Meta, 
leveraging an open-source software strategy (ROCm) to counter NVIDIA's closed CUDA 
ecosystem.22 

 

Infrastructure & Cloud Providers 
 

These entities build and operate the massive data centers that house and power the AI 
hardware, providing compute as a service. 

●​ Microsoft Azure, AWS, Google Cloud: The "big three" hyperscalers are the largest 
purchasers of AI chips globally. They are also the primary platforms through which most 
enterprises access AI capabilities. As of 2024, AWS leads with a 31% market share, 
followed by Microsoft Azure at 25% and Google Cloud at 11%. However, Azure and Google 
Cloud are exhibiting faster growth rates, largely driven by their deep integrations with AI 



services like OpenAI and Gemini, respectively.29 

●​ Oracle Cloud Infrastructure (OCI): A legacy enterprise software giant, Oracle has 
made a remarkably aggressive and successful pivot into the AI infrastructure market. By 
focusing on high-performance computing and leveraging its enterprise relationships, OCI 
secured a monumental, company-defining cloud contract with OpenAI, instantly elevating 
its status to a top-tier AI infrastructure provider.33 

●​ CoreWeave: A specialized, venture-backed GPU cloud provider that has emerged as a 
significant niche player. By focusing exclusively on providing large-scale access to NVIDIA 
GPUs, CoreWeave has become a crucial partner for many AI startups and even large 
enterprises that require dedicated, high-performance compute capacity not easily 
obtained from the larger hyperscalers.23 

 

IV. Anatomy of the Megadeals: In-Depth Transaction 
Analysis 
 

The recent series of large-scale partnerships represents a fundamental restructuring of the 
relationships between AI developers, chipmakers, and infrastructure providers. A detailed 
examination of these transactions reveals the intricate financial engineering and profound 
strategic calculations at play. 

 

A. The OpenAI-NVIDIA Symbiosis: A $100 Billion Partnership 
 

The alliance between OpenAI and NVIDIA is the cornerstone of the current AI infrastructure 
landscape, a partnership a decade in the making that has now escalated to an unprecedented 
scale.2 

●​ Deal Structure: The two companies announced a letter of intent for a landmark strategic 
partnership in which NVIDIA intends to invest up to $100 billion in OpenAI. This 
investment is not a single lump sum but is designed to be progressive, with capital 
infusions tied directly to the deployment of at least 10 gigawatts (GW) of 
NVIDIA-powered AI systems for OpenAI's next-generation infrastructure.2 

●​ Financial Flow: The architecture of the deal is explicitly circular. NVIDIA provides 
investment capital to OpenAI, which OpenAI, in turn, uses to purchase NVIDIA's hardware 
and systems. This symbiotic loop achieves two critical goals simultaneously: it provides 
OpenAI with the massive, otherwise unobtainable capital required to fund its colossal 
infrastructure buildout, while securing a predictable, multi-billion-dollar, long-term 



revenue stream for NVIDIA from its most important customer.35 

●​ Technological Commitments: The first 1 GW phase of the deployment is slated to begin 
in the second half of 2026 and will be built on NVIDIA's next-generation "Vera Rubin" 
platform, ensuring OpenAI has access to the most advanced technology as soon as it 
becomes available.2 A crucial component of the partnership is a commitment to the deep 
co-optimization of their respective roadmaps, aligning OpenAI's model and infrastructure 
software with NVIDIA's future hardware and software development. 

●​ Strategic Goals: For OpenAI, the partnership secures privileged access to the 
highest-performance chips from the undisputed market leader, a critical requirement to 
maintain its competitive edge in AI research. For NVIDIA, the deal is a strategic 
masterpiece. It contractually locks in its most significant and influential customer for the 
long term, reinforces the central role of its CUDA software ecosystem, and grants it a 
substantial financial stake in the success of the world's leading AI model developer, 
allowing it to capture value from both the hardware and software layers of the AI 
revolution.2 

 

B. OpenAI's Diversification Gambit: The Strategic Alliance with AMD 
 

While deepening its ties with NVIDIA, OpenAI executed a masterful strategic maneuver to 
mitigate its supplier risk by forging a transformative partnership with AMD, NVIDIA's primary 
competitor.7 

●​ Deal Structure: In a move that sent shockwaves through the industry, OpenAI and AMD 
announced a multi-year, multi-generation agreement for OpenAI to purchase and deploy 
6 GW of AMD's Instinct GPUs. This commitment is not a minor hedge but a large-scale 
deployment that positions AMD as a core strategic compute partner for OpenAI.1 

●​ Financial Flow & Equity Component: The deal's most innovative feature is its equity 
component. AMD issued OpenAI a warrant to purchase up to 160 million of its common 
shares—representing roughly 10% of the company—for a nominal price of just 1 cent per 
share.7 This is not a simple discount; the warrant is structured to vest in tranches, 
contingent upon OpenAI achieving specific deployment milestones and, critically, upon 
AMD's stock price reaching escalating targets.8 This structure creates a powerful, 
shared-destiny incentive. AMD, for its part, expects the agreement to generate "tens of 
billions of dollars in annual revenue".37 

●​ Technological Commitments: The initial 1 GW deployment will utilize AMD's forthcoming 
Instinct MI450 series GPUs and is scheduled to begin in the second half of 2026.3 The 
timing is significant, as it directly aligns with the first phase of the NVIDIA deployment, 
effectively setting up a real-world, at-scale performance bake-off between the two 
chipmakers within OpenAI's own infrastructure. 



●​ Strategic Goals: For OpenAI, this alliance is a critical diversification play. It dramatically 
reduces its dependence on a single supplier (NVIDIA), introduces competition into its 
supply chain, and provides significant leverage in all future negotiations. CEO Sam 
Altman was careful to frame the deal as "incremental" to its NVIDIA purchases, but its 
sheer scale and structure signal a serious, long-term hedging strategy.40 For AMD, the 
partnership is a company-defining victory. It provides the ultimate validation of its AI 
technology by securing the public endorsement and deep commitment of the world's 
premier AI company. This deal single-handedly catapults AMD from a secondary 
alternative into a top-tier competitor, capable of challenging NVIDIA's dominance at the 
highest level of the market.7 

The unique warrant structure of the OpenAI-AMD deal marks a fundamental evolution in the 
customer-supplier dynamic, creating a model that could be replicated by other challenger 
companies. A conventional supply agreement involves a simple transaction of goods for 
payment. This deal, however, transforms OpenAI from a passive customer into an active 
strategic partner with a deeply vested financial interest in AMD's success against its chief 
rival. The value of the warrants is directly linked to both the successful deployment of AMD's 
chips and the subsequent appreciation of AMD's stock price. For the warrants to reach their 
maximum potential value, OpenAI is incentivized to do more than just purchase hardware. It is 
financially motivated to provide deep technical feedback to improve AMD's products, publicly 
validate its performance to encourage wider market adoption, and actively contribute to the 
growth of AMD's ROCm software ecosystem. This transforms the relationship into a 
co-marketing and collaborative R&D effort, providing AMD with a level of support that a 
simple purchase order could never achieve and offering a powerful blueprint for how to 
effectively challenge an entrenched market monopoly. 

 

C. Amazon's Countermove: The $8 Billion Investment in Anthropic 
 

As OpenAI fortified its hardware supply chain, Amazon Web Services (AWS), the world's 
largest cloud provider, executed a decisive countermove by forging a deep, multi-layered 
alliance with Anthropic, OpenAI's most significant rival.11 

●​ Deal Structure: Amazon has committed a total of $8 billion in investment capital to 
Anthropic, completing the financing in 2025 and securing a minority ownership position 
in the promising AI startup.10 

●​ Cloud & Chip Commitments: This is far more than a simple financial investment. In 
exchange for the capital, Anthropic has named AWS its "primary cloud provider" for 
mission-critical workloads and, most importantly, its "primary training partner." This 
includes a landmark commitment for Anthropic to use AWS's proprietary, purpose-built AI 
chips—Trainium for training and Inferentia for inference—to build, train, and deploy its 



future generations of foundation models.11 

●​ Technological Collaboration: The partnership extends beyond a simple customer 
relationship into deep technical co-development. Anthropic's engineers are working 
directly with AWS's in-house silicon design team, Annapurna Labs, to optimize and 
co-develop future generations of the Trainium chip family. This allows for a tightly 
integrated hardware-software approach, maximizing performance and efficiency.10 

●​ Strategic Goals: For Amazon, this is a multi-pronged strategic masterstroke. First, it 
secures a premier AI partner to drive massive consumption of its core AWS cloud 
services. Second, and more critically, it validates and accelerates the development of its 
own in-house AI silicon, creating a powerful, vertically integrated alternative to the 
NVIDIA-dominated merchant market. By having a leading model developer like Anthropic 
build on its chips, AWS can prove their viability to the broader market. Third, it positions 
AWS as the premier platform for enterprise AI by offering exclusive features and early 
access to Anthropic's models through its Amazon Bedrock service.11 For Anthropic, the 
deal provides the massive funding and access to the world-class infrastructure 
necessary to compete with OpenAI. 

 

D. Oracle's Grand Entrance: The $300 Billion Stargate Cloud Contract 
with OpenAI 
 

In one of the most surprising and impactful developments, legacy enterprise technology giant 
Oracle thrust itself into the center of the AI infrastructure race by securing a historic cloud 
computing contract with OpenAI.4 

●​ Deal Structure: OpenAI and Oracle have entered into a five-year agreement valued at an 
astounding $300 billion. This contract, one of the largest technology deals in history, 
commits Oracle to provide OpenAI with 4.5 GW of data center capacity, with the 
engagement set to begin in 2027. This deal is a cornerstone of the broader "Stargate" 
project, an initiative to build out OpenAI's next-generation AI supercomputers.13 

●​ Relationship to Chip Deals: In this arrangement, Oracle acts as a massive system 
integrator and cloud provider, procuring and deploying the hardware on OpenAI's behalf. 
To fulfill this colossal contract, Oracle is undertaking an enormous capital expenditure 
program. A key component of this is a planned $40 billion purchase of NVIDIA's most 
powerful GB200 Grace Blackwell Superchips, destined for a single new Stargate data 
center campus under construction in Abilene, Texas.14 

●​ Strategic Goals: For OpenAI, the Oracle deal represents a crucial pillar in its 
multi-pronged infrastructure strategy. It provides another massive, independent source 
of compute capacity, further diversifying its operations beyond its primary backer, 
Microsoft Azure. This multi-cloud approach grants OpenAI immense operational flexibility 



and strategic leverage, ensuring it is not beholden to any single infrastructure partner.14 
For Oracle, this is a company-defining triumph. The deal instantly validates its Oracle 
Cloud Infrastructure (OCI) as a leading platform for high-performance AI workloads, 
secures a predictable and massive long-term revenue stream, and has already triggered 
a historic surge in its market valuation, fundamentally altering investor perception of the 
company's future prospects.33 

 

E. Ecosystem Fortification: Analyzing Partnerships of Google/NVIDIA 
and Meta/AMD 
 

Beyond the headline-grabbing OpenAI deals, other key players are also fortifying their 
positions through strategic hardware partnerships. 

●​ Google & NVIDIA: This long-standing partnership has deepened significantly. The 
collaboration is focused on optimizing Google's popular open-source models, like 
Gemma, and its internal frameworks, like JAX, to run with maximum performance on 
NVIDIA GPUs. Google Cloud was among the first cloud providers to announce the 
adoption of NVIDIA's latest Blackwell architecture (GB300).17 The partnership also 
extends into the nascent fields of physical AI and robotics, with integrations between 
NVIDIA's Isaac Sim and Omniverse platforms and Google DeepMind's advanced research 
projects. This is a mutually beneficial arrangement: Google ensures its cloud offerings 
remain competitive by providing access to the best-in-class NVIDIA hardware, while 
NVIDIA ensures its platform remains the premier environment for running Google's 
influential open-source models, further cementing its ecosystem's reach. 

●​ Meta & AMD: Meta has emerged as a major hardware partner for AMD, choosing to 
broadly deploy AMD's Instinct MI300X accelerators for the massive inference workloads 
generated by its Llama 3 and Llama 4 models.15 The two companies are collaborating 
closely on future hardware roadmaps, including plans for Meta to adopt the 
next-generation Instinct MI400 series platform. This partnership allows Meta to secure a 
high-performance, cost-effective alternative to NVIDIA for its hyperscale inference 
needs, which is a critical factor in the economic viability of serving its billions of users. For 
AMD, this represents another crucial hyperscaler design win, proving its technology can 
meet the demanding requirements of one of the world's largest AI-driven companies. 

 

V. Financial Engineering in the AI Era: Unpacking the 
Circular Deal Structure 



 

The financial architecture of the recent AI megadeals is as innovative and disruptive as the 
technology they are designed to support. The prevalence of circular capital flows and 
equity-based incentives has fueled unprecedented growth while simultaneously raising 
significant questions about market stability and financial sustainability. 

 

Vendor Financing or Strategic Investment? 
 

The structure of the OpenAI-NVIDIA partnership, where NVIDIA's intended $100 billion 
investment will be directly used by OpenAI to purchase NVIDIA systems, is the most prominent 
example of a circular capital flow.2 This arrangement has drawn sharp scrutiny from market 
analysts, with some drawing parallels to the practice of "vendor financing," which was a 
hallmark of the dot-com bubble in 1999-2000.6 In a classic vendor financing scheme, a 
company provides a loan or investment to a customer specifically to fund that customer's 
purchase of its own products. This can create an illusion of strong organic demand and 
artificially inflate the vendor's reported revenue, a precarious situation if the customer's 
underlying business model is not viable. Goldman Sachs analysts have explicitly flagged this 
trend, noting that these investments flow out as funding and return as GPU sales, a structure 
that resembles "circular revenue".49 

However, this financial model also serves a crucial, and perhaps essential, secondary purpose: 
it acts as a powerful coordination mechanism for de-risking the entire upstream supply chain. 
The construction of a new semiconductor fabrication plant by a company like TSMC or a 
next-generation High-Bandwidth Memory (HBM) production line by Samsung or SK Hynix 
requires tens of billions of dollars in capital investment and a multi-year timeline. Such 
monumental investments cannot be justified by conventional sales forecasts alone; they 
demand near-absolute certainty of long-term demand. The public, binding, 
multi-hundred-billion-dollar commitments between the world's leading chip designer (NVIDIA) 
and the leading AI model developer (OpenAI) provide precisely this certainty. This unequivocal 
demand signal underwrites the immense financial risk for every other player in the supply 
chain—from foundry partners to memory suppliers to power and utility 
companies—incentivizing them to undertake the massive capital projects necessary to 
expand global capacity. In this light, the circular deal is not merely a financial transaction but 
a master-coordination strategy, accelerating the buildout of the entire AI ecosystem at a pace 
that would be impossible through traditional market signals alone. 

Table 2: Financial Analysis of Circular Investment Flows 

 



Partnersh
ip 

Entity Capital 
Outflow 

Capital 
Inflow 

Transacti
on 

Resulting 
Flow 

Equity 
Compone
nt 

OpenAI 
& 
NVIDIA 

NVIDIA Intends 
to invest 
up to 
$100B in 
OpenAI 2 

- - - Acquires 
non-cont
rolling 
shares in 
OpenAI 6 

 OpenAI - Receives 
up to 
$100B 
from 
NVIDIA 

Places 
orders 
for 10 
GW of 
NVIDIA 
systems 2 

OpenAI 
pays 
NVIDIA 
for chips, 
which is 
booked 
as 
revenue 
for 
NVIDIA 49 

- 

OpenAI 
& AMD 

AMD - - - OpenAI 
pays 
AMD for 
chips, 
generatin
g "tens of 
billions" 
in 
revenue 
for AMD 
37 

Issues 
warrants 
for up to 
160M 
shares 
(~10% of 
company
) to 
OpenAI 7 

 OpenAI - - Commits 
to 
purchase 
6 GW of 
AMD 
GPUs 3 

- Receives 
warrants 
vesting 
on 
deploym
ent and 
stock 
price 
milestone



s 9 

 

Bubble Indicators and Market Exuberance 
 

The sheer scale and unconventional nature of these deals have fueled a vigorous debate 
about whether the AI sector is in the midst of a speculative bubble. Several indicators point to 
market exuberance. Private company valuations have soared to astronomical levels, often 
appearing disconnected from current financial performance. OpenAI's valuation reached 
$500 billion in 2025, a dramatic increase from $157 billion the previous year, while Anthropic's 
valuation nearly tripled to $170 billion in a matter of months.6 These valuations stand in stark 
contrast to their underlying financials; for instance, OpenAI reportedly posted a $7.8 billion 
operating loss on just $4.3 billion of revenue in the first half of 2025.6 

The public markets have reacted with similar fervor. The announcement of the OpenAI-AMD 
partnership caused AMD's stock to surge by as much as 38% in a single day, adding roughly 
$80 billion to its market capitalization.37 Similarly, Oracle's stock experienced a historic rally 
after its OpenAI deal was revealed, gaining about $250 billion in market value in one day.6 
While these movements reflect investor confidence, their magnitude and velocity are 
characteristic of periods of market froth. 

 

The Question of Financial Sustainability 
 

The long-term financial sustainability of these commitments, particularly for OpenAI, 
represents a significant question for the ecosystem. The company has entered into 
agreements that could approach $1 trillion in total value, an amount that dwarfs its current 
$500 billion valuation and its relatively modest revenue base.36 A detailed analysis by 
Goldman Sachs projected a potential funding shortfall of $62 billion for OpenAI in 2026 alone, 
after accounting for expected earnings, investments from partners like NVIDIA, and existing 
cash reserves.49 This raises critical questions about how OpenAI will fund its colossal 
obligations, especially given that it does not expect to reach profitability until 2029 at the 
earliest.13 

Proponents, including OpenAI's leadership, argue that this level of spending is not a sign of a 
bubble but rather the "new normal" required to build the foundational infrastructure for a new 
technological era. They contend that user demand for advanced AI services like the video 
generator Sora is so immense that it far outstrips their current ability to serve it, justifying the 



massive upfront investment in compute capacity.36 The viability of this entire financial edifice 
rests on a single, critical assumption: that the demand for paid AI services will continue to 
grow at an exponential rate, eventually generating enough revenue to cover these 
trillion-dollar commitments. 

 

VI. A Precarious Edifice: A Comprehensive Risk 
Analysis 
 

The unprecedented scale and complexity of the AI infrastructure buildout, fueled by circular 
financing and sky-high valuations, introduce a multi-faceted risk landscape. These risks span 
financial markets, technological execution, geopolitics, and the very structure of the emerging 
AI ecosystem. 

 

A. Financial & Market Risks: The Specter of a Bubble 
 

The most immediate concern is the potential for a speculative bubble, with several red flags 
demanding attention from investors and regulators.6 

●​ Valuation Disconnect: Warnings about stretched equity valuations have been issued by 
institutions like the Bank of England.61 There is a profound disconnect between private 
market valuations and current profitability. OpenAI's valuation soared to $500 billion, and 
Anthropic's to $170 billion, while OpenAI simultaneously reported a $7.8 billion operating 
loss on $4.3 billion in revenue for the first half of 2025.6 This dynamic, where valuations 
are based on future potential rather than present performance, is a classic bubble 
indicator.62 

●​ Circular Financing and Obscured Demand: The practice of "vendor financing," where a 
supplier invests in a customer to fund the purchase of its own products, has drawn 
comparisons to the dot-com bubble of 1999-2000.63 This circular flow of capital can 
artificially inflate a vendor's revenue and create an illusion of organic demand, making it 
difficult for investors to gauge the true health of the market.63 A correction could be 
triggered if macroeconomic conditions shift or market sentiment sours.63 

●​ Counterparty and Credit Risk: The financial stability of the entire ecosystem is 
increasingly interdependent. Infrastructure providers like Oracle are taking on massive 
debt to fund their build-outs, predicated on the ability of their still-unprofitable 
customers, like OpenAI, to meet their colossal long-term payment obligations.66 Moody's 



has flagged the risk in Oracle's AI contracts and noted the company's high leverage and 
negative free cash flow as it ramps up capital spending.66 The failure of a key customer 
could jeopardize the infrastructure provider's ability to service its own debt. 

●​ Demand and Saturation Risk: The entire financial model rests on the assumption of 
continued exponential growth in demand for paid AI services. However, this is not 
guaranteed. The AI market is prone to rapid saturation, where numerous competitors 
using similar open-source models can lead to price wars and shrinking profit margins.68 
Furthermore, there is a significant risk that enterprise adoption will not yield the expected 
returns on investment. Studies from MIT and McKinsey have found that the vast majority 
of companies are currently seeing little to no significant bottom-line impact from their 
generative AI investments, which could lead to a future pullback in spending if tangible 
ROI does not materialize.6 

 

B. Execution, Technological, and Infrastructure Risks 
 

Beyond market dynamics, the physical and technical execution of this trillion-dollar build-out 
is fraught with challenges. 

●​ The "Execution Gap": There is a significant gap between AI ambition and execution. 
Reports indicate that a high percentage of enterprise AI projects—over 80% in some 
cases—never reach production due to structural barriers like fragmented systems, 
manual processes, and lack of standardization.70 This suggests that simply providing 
more compute does not guarantee the creation of viable, revenue-generating products 
at scale. 

●​ Technological Obsolescence: The pace of hardware innovation is relentless. There is a 
tangible risk that the current generation of chips, being purchased in multi-billion-dollar 
orders, could become outdated before the massive capital investments in them have 
been paid off.6 This rapid depreciation is a direct financial risk for the companies 
financing these purchases.63 

●​ Infrastructure and Energy Bottlenecks: The energy requirements for large-scale AI are 
staggering. The massive data centers envisioned by projects like Stargate threaten to 
overwhelm national power grids, creating a significant bottleneck.71 This has led to 
controversial solutions, such as the construction of a dedicated natural gas power plant 
for the Stargate facility in Abilene, Texas, which brings its own environmental and public 
health risks, including the emission of millions of tons of greenhouse gases and 
hazardous pollutants near residential areas.73 

●​ Supply Chain Vulnerabilities: The global semiconductor supply chain is complex and 
susceptible to disruption. Delays in sourcing critical components—from chips and 
memory to cooling systems and power generators—can derail project timelines and 



escalate costs significantly.74 

 

C. Geopolitical and Regulatory Risks 
 

The AI arms race is unfolding on a global stage, making it subject to intense geopolitical and 
regulatory pressures. 

●​ The "Silicon Curtain": A technological divide, primarily between the U.S. and China, is 
reshaping the global chip supply chain. U.S. export controls aimed at restricting China's 
access to advanced AI technology have forced chipmakers like NVIDIA to develop less 
powerful, "China-compliant" chips, impacting their revenue and fragmenting the global 
market.75 This techno-nationalism is driving a costly push for supply chain resilience over 
pure efficiency.75 

●​ Geopolitical Chokepoints: The extreme concentration of advanced semiconductor 
manufacturing in Taiwan, particularly with industry giant TSMC, creates a critical 
geopolitical chokepoint. Any instability in the region could have catastrophic 
consequences for the global supply of AI chips, representing a massive single point of 
failure for the entire ecosystem.75 

●​ Regulatory and Antitrust Scrutiny: The deeply intertwined, circular nature of the 
megadeals, combined with the immense concentration of market power, is likely to 
attract increasing scrutiny from financial and antitrust regulators concerned about 
anti-competitive practices and systemic financial risk.63 

 

D. Systemic and Ecosystem-Level Risks 
 

The structure of the emerging AI ecosystem itself creates inherent risks of instability and 
consolidation. 

●​ Cascading Failure: The deep financial and technological interdependencies create the 
potential for cascading failures. A significant setback or failure at a central node like 
OpenAI—whether due to financial insolvency, a technological dead-end, or a safety 
incident—could trigger a severe financial shock for its key infrastructure partners like 
NVIDIA, Oracle, and AMD, whose valuations and revenue streams are now deeply tied to 
OpenAI's success.76 

●​ Risk of Overbuilding: The current capex supercycle is predicated on highly optimistic, 
long-term demand forecasts. If this demand fails to materialize at the projected scale, 
the industry could face a massive glut of underutilized and rapidly depreciating data 



center capacity, leading to a painful market correction.67 

●​ Concentration of Power and Stifled Innovation: The astronomical capital required to 
compete at the frontier of AI creates formidable barriers to entry. This is leading to a 
consolidation of power within a handful of heavily capitalized, vertically integrated 
ecosystems. While this accelerates development for the major players, it risks stifling 
competition and innovation from smaller startups and the broader open-source 
community that cannot command trillion-dollar infrastructure deals.78 

 

VII. Strategic Imperatives and Future Trajectories 
 

The megadeals are not merely financial transactions; they are strategic maneuvers in a 
high-stakes, multi-dimensional chess game for control over the future of artificial intelligence. 
The outcomes of these partnerships will define the competitive landscape for the next 
decade. 

 

The Battle for Supremacy: NVIDIA's Moat vs. The Open Ecosystem 
 

The central conflict in the AI hardware market is the battle between NVIDIA's entrenched, 
proprietary ecosystem and the burgeoning open alternative championed by AMD and its 
allies. NVIDIA's most durable competitive advantage is not its silicon alone, but its CUDA 
software platform. Over more than a decade, CUDA has become the de facto standard for 
GPU programming, creating a deep and sticky ecosystem with extensive libraries, developer 
tools, and a vast pool of skilled engineers, resulting in significant developer lock-in.25 

The recent deals involving AMD represent a direct and coordinated assault on this moat. 
AMD's strategy is to counter NVIDIA's closed garden with an open-source alternative centered 
on its ROCm software stack. By partnering deeply with influential players in the open-source 
community, such as Hugging Face, and securing design wins with hyperscalers like Meta and 
Microsoft, AMD is working to build a credible, high-performance, and open alternative to 
CUDA.16 The success or failure of this "open ecosystem" approach is arguably the single most 
significant long-term threat to NVIDIA's continued market dominance. If AMD and its partners 
can achieve near-parity in performance while offering greater flexibility and avoiding vendor 
lock-in, it could fundamentally alter the economics of the AI hardware market. 

Table 3: Key AI Chip Specifications and Market Positioning 
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The Stargate Initiative: A Trillion-Dollar Bet on the Future 
 

The Stargate Project is the physical embodiment of the industry's colossal ambitions. It is a 
joint venture established by OpenAI, SoftBank, Oracle, and the investment firm MGX with the 
explicit goal of investing up to $500 billion to build AI infrastructure in the United States, 
targeting a total capacity of 10 GW.35 This initiative effectively seeks to create a semi-private, 
national-scale utility for AI compute that will be used exclusively by OpenAI.56 

The megadeals detailed in this report are the financial and logistical mechanisms for realizing 
the Stargate vision. The $300 billion Oracle cloud contract and the hardware procurements 
from NVIDIA are explicitly linked to the funding and equipping of the Stargate data centers, 
beginning with the flagship campus already under construction in Abilene, Texas.2 Stargate 
represents a paradigm shift, treating AI infrastructure not as a standard corporate IT asset but 
as a piece of critical national infrastructure, essential for securing technological leadership 
and economic competitiveness. 

 

The Rise of Sovereign AI: In-House Silicon 
 

A crucial counter-trend is emerging in parallel to the partnerships between model developers 
and merchant silicon vendors. The largest hyperscale cloud providers—NVIDIA's biggest 
customers—are simultaneously investing billions to develop their own custom, in-house AI 
chips. This strategy of "sovereign AI" or vertical integration is driven by a desire to reduce 
their massive dependency on NVIDIA, optimize performance and cost for their specific 
workloads and data center architectures, and capture more value from the AI stack. 

Key examples of this trend include AWS's Trainium (for training) and Inferentia (for inference) 
chips, which are at the heart of its partnership with Anthropic; Google's Tensor Processing 
Units (TPUs), now in their sixth generation and used to train the Gemini family of models; and 
Microsoft's recently unveiled Maia AI accelerator and Cobalt CPU, designed to power its Azure 
cloud services.21 Over the long term, this trend poses the most significant existential threat to 
merchant silicon vendors like NVIDIA and AMD. As their largest and most sophisticated 
customers increasingly become their direct competitors in silicon design, the market 
dynamics could shift dramatically, potentially leading to a more fragmented but also more 
optimized and competitive hardware landscape. 

 



VIII. Conclusion and Strategic Recommendations 
 

The artificial intelligence industry has been fundamentally reshaped by the strategic 
imperative to secure vast and reliable computational power. This has catalyzed a series of 
symbiotic, financially circular megadeals that are simultaneously accelerating infrastructure 
development, consolidating market power, and introducing new and significant systemic risks. 
The competitive landscape is no longer defined solely by algorithmic superiority but by 
control over the physical infrastructure—the chips, data centers, and power—that underpins 
AI innovation. The future of the industry will be shaped by the dynamic tension between 
NVIDIA's dominant, proprietary ecosystem and the collective push for a more open, diversified 
hardware and software stack championed by AMD and its influential partners. 

The sheer scale of these trillion-dollar commitments, particularly within the Stargate initiative, 
signals a transition toward viewing AI compute as a form of critical national infrastructure. 
However, the unconventional financial structures supporting this buildout, coupled with 
valuations that are far outpacing current profitability, warrant a high degree of scrutiny from 
all market participants. 

 

Strategic Recommendations 
 

●​ For Investors: Extreme caution regarding valuations is paramount. While the long-term 
growth trajectory for AI is undeniably strong, the circular financing mechanisms and the 
profound disconnect between current valuations and near-term profitability create 
significant bubble risk. Investment strategies should prioritize companies with clear 
technological differentiation, defensible competitive moats, and a credible path to 
sustainable, profitable growth. A diversified approach across the entire technology 
stack—from semiconductor designers and equipment manufacturers to infrastructure 
providers and application-layer companies—is advisable to mitigate concentration risk. 

●​ For Corporate Strategists: A "multi-chip" and "multi-cloud" infrastructure strategy is no 
longer an option but an absolute necessity for any organization with serious AI ambitions. 
Over-reliance on a single hardware vendor or cloud provider creates an unacceptable 
level of strategic risk, exposing the organization to supply chain disruptions, punitive 
pricing, and vendor lock-in. Enterprises must actively cultivate relationships and explore 
partnerships with challenger hardware providers (like AMD) and specialized cloud 
platforms to maintain negotiating leverage, ensure access to a diverse range of 
innovation, and optimize for both performance and cost. 

●​ For Policymakers: It is imperative to recognize that AI infrastructure is rapidly becoming 
a form of critical national infrastructure, foundational to economic competitiveness and 



national security. The ongoing consolidation of compute capacity into the hands of a few 
powerful entities warrants close monitoring for potential antitrust implications. 
Governments should consider policies and initiatives that actively support open-source 
hardware and software ecosystems. Fostering a competitive and diverse marketplace is 
the most effective way to prevent monopolistic control over this foundational technology, 
ensuring broader access to innovation and mitigating the risks associated with a highly 
concentrated supply chain. 
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