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EXECUTIVE SUMMARY

Anthropic's annual revenue run-rate hit $30 billion in April 2026 — up from $9 billion at year-end 2025 —
making it one of the fastest-growing companies in recorded history. The company is currently raising a new
round targeting a $900 billion valuation, and secondary market trading implies $1.0-1.2 trillion. At $30
billion ARR and a $900 billion headline number, the implied revenue multiple is 30x. Gross margins went
negative by 94% in 2025 but are projected to reach 40% in 2026 and 77% by 2028. A $50 billion IPO —
among the largest in U.S. history — is anticipated for late 2026. Upon listing, proposed S&P Dow Jones rule
changes (comment period closes May 28) would allow mega-cap companies to join the S&P 500 in six

months rather than twelve, compelling forced buying across the $24 trillion in index-tracking funds.

At the same time, the pricing moat is under direct attack. DeepSeek trained its V3 model for approximately
$5.6 million — compared to $50-100 million for GPT-4. The resulting API costs are 86% below Anthropic's
output rates. Enterprises are responding: 30% of Al-deploying firms now run hybrid commercial-plus-open-
source stacks, and self-hosting is projected to reduce total-cost-of-ownership by 55%. Professor Scott
Galloway argues this is China's solar-and-EV playbook applied to software: subsidise to scale, then price to
destroy. But the export-control picture complicates that thesis — the Trump administration reversed H20
restrictions and is now selling H200 chips to China at a 25% revenue-sharing arrangement with the U.S.
government. Huawei cannot match the H200 domestically until Q4 2027, meaning China's Al scaling

advantage is partially contingent on continued U.S. chip access.

Beneath the Al story, the macro backdrop is deteriorating. The manufacturing sector shed over 90,000 jobs in
2025 and continues to contract. U.S. unemployment reached 4.4% in April 2026. Al capex accounted for an
estimated 75% of Q1 2026 U.S. GDP growth — a narrow and concentrated growth pillar. Should AT unit

economics compress materially, the GDP support evaporates alongside the equity premium.




This note provides a full valuation framework, partnership economics analysis, export controls assessment,
and three-scenario stress test for portfolio managers and investment committees evaluating Al-linked equity

exposure ahead of the Anthropic listing.



SECTION 1

Anthropic's IPO: Revenue, Valuation, and Index Gravity

Anthropic is raising money at a pace that strains conventional financial vocabulary. Revenue grew from
roughly $1 billion at end-2024 to $9 billion at end-2025, then to over $30 billion by April 2026 — an 80-fold
increase in a single quarter, according to the company.™ The firm closed a Series G in February 2026 at a $380
billion post-money valuation. It is now raising a further $40-50 billion targeting a valuation above $900

billion.?! On tokenised pre-IPO secondary markets, implied valuations have reached $1.0-1.2 trillion.™

$30B+ 30x $24T 80%

ARR confirmed, April Implied revenue multiple Invested in S&P 500- Share of revenue from
*
2026 (1] at $900B valuation tracking funds [14] enterprise contracts 2

Revenue Quality and Customer Base

The revenue mix matters as much as the headline. Approximately 80% of Anthropic's revenue derives from
enterprise contracts rather than consumer API access. Net Revenue Retention is estimated at roughly 140% —
meaning existing customers are, on average, spending 40% more each subsequent year than in the prior
period." Eight of the Fortune 10 are reported customers. These characteristics are structurally superior to
consumer subscription models: enterprise contracts carry longer sales cycles but produce more durable,

compounding revenue streams with lower churn than API-rate-sensitive commodity access.

The customer quality also explains the partnership dynamics. Amazon has invested $8 billion in Anthropic
since 2023 and added a further $5 billion in April 2026, with an option to deploy an additional $20 billion
contingent on commercial milestones.!*! Google invested $40 billion in Anthropic in April 2026, with a
potential for $30 billion more, plus a commitment to supply five gigawatts of computing capacity over five
years.® These are not passive financial investments — they are strategic infrastructure anchors that also create

significant cost obligations.



Index Inclusion Mechanics

S&P Dow Jones Indices is currently soliciting public comment on rule changes that would reduce the minimum
listing period from 12 months to 6 months for companies with a market capitalisation of at least $200 billion at
IPO. The proposal also waives the minimum public float requirement and the profitability screen. The comment
period closes May 28; implementation is expected by June 8.[** If adopted in time for Anthropic's anticipated
late-2026 listing, the company would be eligible for index inclusion within six months of debut. Approximately
$24 trillion is invested in S&P 500-tracking funds (Bloomberg). At Anthropic's anticipated debut market cap, it
would command a non-trivial index weight, generating tens of billions of dollars in forced passive-fund buying.

The price level at which this occurs is mechanically determined by debut valuation, not fundamental analysis.

The Safety and Agentic Premium

Anthropic's commercial differentiation rests on two pillars: Constitutional Al and agentic reliability.
Constitutional Al is a self-critique training regime in which the model is evaluated against an explicit value
hierarchy before each response, producing outputs with measurably lower rates of harmful content and
hallucination in structured tasks. For regulated industries — financial services, healthcare, legal, government —
these properties translate into reduced compliance risk, which justifies a premium above commodity model
pricing. Agentic reliability measures performance on multi-step automated workflows involving tool calls, API
orchestration, code execution, and document analysis without human re-prompting. On proprietary

benchmarks, Anthropic claims Claude leads by 15-20% on agentic tasks.™

The vulnerability in this premium is specific. Agentic capability depends on instruction-following depth, long-
context retrieval fidelity, and structured output adherence — all tractable training objectives with clear
benchmark targets. Open-weight models are improving fastest on exactly these dimensions because they are the
most objectively measurable. The safety moat is more durable: it requires institutional processes, auditable
training logs, contractual liability coverage, and regulatory certification that open-weight deployments cannot
easily replicate. Analysts should disaggregate Anthropic's revenue into "safety-regulated" and "performance-

commodity" segments and apply different churn and pricing assumptions to each.



SECTION 2

The Open-Weight Shock: China's Cheap Al

DeepSeek trained its V3 model using approximately 2.788 million H800 GPU hours — translating to a reported
training compute cost of roughly $5.6 million.™®! GPT-4's training cost was estimated at $50—100 million. The
10-20x efficiency gap is not a fluke: it reflects architectural choices (Mixture-of-Experts sparse routing, multi-
token prediction objectives) that Chinese labs have systematically prioritised and which are now propagating

through the open-source ecosystem globally.

The API cost differential is the direct commercial consequence. DeepSeek V4 lists at $1.74 per million input
tokens and $3.48 per million output tokens. Claude Opus 4.7 lists at $5.00 input and $25.00 output. For an
enterprise processing 100 million output tokens monthly — a realistic volume for a document-heavy legal or
financial services workflow — the monthly invoice is $2,500 at Anthropic's API versus $348 for DeepSeek.

That is an 86% cost reduction available today, without waiting for any future price competition.



FIGURE 1 - INFERENCE COST COMPARISON

Output costs tell the real story

Output cost per 1M tokens, USD — output tokens drive the enterprise cost gap (May 2026 published rates)

@ Proprietary / hosted API Open-weight / self-hosted

Claude Opus 4.7
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GPT-40
OpenAl API 510:00 Claude API $2,500
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DeepSegk V4 $3.48
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DeepSeek $348
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[Editor's Note] Output-token prices used throughout; output tokens are the primary cost driver for completion, summarisation,
and generation workloads. LLaMA 3.1 70B self-hosted cost (~$0.08/M) is an Icarus Asia estimate based on H100 spot pricing
at 70% utilisation; actual rates vary. Annotation box uses 100M output tokens/month as an illustrative enterprise-scale figure.
CNY-denominated services converted at CNY/USD 7.25, approximate May 2026. Sources: Anthropic, OpenAl, DeepSeek,
Zhipu, Icarus Asia estimates.

ICARUS ASIA May 2026 - Published vendor rates + Icarus Asia estimates

The Galloway Thesis: Priced to Destroy

"China isn't trying to win the Al race. It's trying to make the race unprofitable for

everyone else."

— PARAPHRASED FROM PROF. SCOTT GALLOWAY, THE DIARY OF A CEO WITH STEVEN BARTLETT, 20264



Scott Galloway's argument — developed across public talks, investor letters, and his 2026 Diary of a CEO
appearance — is structural, not anecdotal. China applied a specific competitive weapon in solar panels, EV
batteries, and consumer electronics: it subsidised domestic producers to achieve global scale economies, then
priced exports below the break-even cost of Western incumbents. SolarWorld filed for bankruptcy in 2017. U.S.
residential solar manufacturing has not recovered. The EV market is mid-cycle through the same pattern. In Al,
the mechanism differs at the margin — model weights are not physically manufactured, so distribution cost is
zero — but the economic logic is the same. DeepSeek V3's $5.6 million training cost, combined with zero
marginal distribution cost under an open licence, means every enterprise that adopts it represents a permanent

revenue loss for Anthropic with no countervailing cost increase for the Chinese lab.

DeepSeek V4 performs within 10-15% of Claude Opus 4.7 on MMLU (language understanding), HumanEval
(code generation), and MATH (mathematical reasoning).® For most enterprise workloads — summarisation,
classification, extraction, customer-service drafting — that performance gap is operationally invisible. The
CFO evaluating a new workflow deployment does not care whether model accuracy is 90% or 85%. The
question is whether the gap is large enough to justify a 7x output cost premium. For most commodity

workloads, it is not.

The Export Controls Caveat: A Material Limit on the Galloway Thesis

The Galloway thesis has a structural limit that the solar analogy obscures. Solar panels required no special
materials controlled by the U.S. government. Frontier Al training requires NVIDIA GPUs. The Biden
administration's Al Diffusion Rule established global performance thresholds that blocked H100 and H200
sales to China. The Trump administration reversed the H20 ban in July 2025 and is now permitting H200
exports to China under a revenue-sharing arrangement that gives Washington 25% of sales proceeds.8! If the
U.S. exports three million H200 chips to China in 2026, analysts at the Institute for Progress estimate it would

shrink the U.S. AI compute advantage from 11-to-1 to 6-to-1 — still significant but narrowing.!*"!

More importantly, Huawei's domestic alternative — the Ascend chip — will not match H200 performance until
the Ascend 960 in Q4 2027 at the earliest.[*”] China's Al scaling trajectory is therefore partially contingent on
continued access to U.S. chips, which is a policy variable, not a market variable. This creates an asymmetric
risk: export controls can be tightened at any point, which would slow Chinese open-weight model development
faster than Anthropic's frontier model investment. Investment committees should treat the Galloway thesis as
directionally correct but temporally uncertain, with a key policy trigger variable that neither the bulls nor the

bears are adequately pricing.



Enterprise Self-Hosting: The Adoption Data

The shift toward self-hosting is real and measurable. In 2025, 89% of Al-deploying enterprises used open-
source models in some form of their infrastructure, according to Linux Foundation Research. Approximately
30% of companies now run hybrid commercial-plus-open-source stacks; 20% have moved fully open-source.
[18] Self-hosting is projected to reduce total cost of ownership by roughly 55% versus cloud API usage at scale.
[18] The motivations are not purely cost-driven: 67% of EU enterprises cite data residency requirements as a

critical barrier to cloud AT adoption (Gartner), and 45% of open-source adopters cite vendor lock-in avoidance

as a primary reason for the choice.
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Training cost for DeepSeek V3 sourced from published technical paper; other figures are Icarus Asia estimates. Benchmark comparisons

reflect published MMLU/HumanEval scores as of Q1 2026, see note *5.



SECTION 3

The Infrastructure Bet: $725 Billion in 2026 Alone

The four largest hyperscalers — Amazon, Microsoft, Google, and Meta — collectively plan to spend
approximately $725 billion in capital expenditure in 2026, up 77% from 2025's $410 billion.®!
Approximately 75% of that aggregate is directed at Al-related infrastructure — data centres, GPUs,
networking, and power — putting Al-specific hyperscaler capex at roughly $544 billion in 2026 alone. This is
the largest coordinated private-sector infrastructure build in U.S. economic history. Morgan Stanley projects

total capex from the top five hyperscalers (including Oracle) could exceed $800 billion by year-end.

$725B +77% 75%

Combined hyperscaler capex 2026 YoY increase vs. 2025's $410B in Share of hyperscaler capex directed
(Amazon $200B, Microsoft $190B, hyperscaler capex at Al infrastructure (~$544B)
Google $190B, Meta $145B)

The Infrastructure Overhang Scenario

The bull case for this spending is that Al token demand grows 5-10x over the next three to five years,
utilisation rates stay high, and cloud rental revenue more than justifies the build. The bear case depends on two
compounding effects. First, if the open-weight self-hosting shift redistributes a meaningful share of inference
demand to on-premise and co-location deployments, cloud utilisation rates fall. The assets are deployed; the
revenue per deployed compute unit is not. Second, inference efficiency improvements — MXFP4 quantisation,
model distillation, and specialised inference chips — are reducing compute required per task. If five
independent efficiency improvements each reduce required compute by 20%, the compounding effect is a 67%
reduction in compute per unit of output. Data centres built in 2024 under a specific utilisation assumption may

be structurally oversized for 2027 demand at equivalent revenue targets.



The Anthropic Circularity Problem

A Fortune analysis published April 2026 made an observation that deserves specific attention from investment
committees: a material portion of Google's and Amazon's reported Al profits in 2026 derived not from their Al
products but from the mark-up in value of their Anthropic stakes.!! This creates a circularity. Google invests
$40 billion in Anthropic; Anthropic's valuation rises; Google reports investment gains; Google's Al narrative is
reinforced; Google stock rises. The loop depends on Anthropic's valuation continuing to rise — which depends
on revenue growth — which is partially funded by Google's own cloud commitments to Anthropic. Anthropic
has committed to spend over $100 billion on AWS technologies over ten years, and is contracted to pay
Amazon, Google, and Microsoft at least $80 billion in cloud fees through 2029.[¢! The financial relationships
between Anthropic and its hyperscaler investors are symbiotic in the upside scenario and reflexively dangerous

in the downside.



SECTION 4

The Veneer Economy: What Al Spending Is Hiding

Al-related capital expenditure accounted for an estimated 75% of all U.S. economic growth in the first
quarter of 2026, according to analyses citing the White House's David Sacks and corroborated by Futurum
Research and FinancialContent data.!*® Strip out that contribution and the underlying economy looks
materially different from the headline 2.2% GDP growth forecast. The St. Louis Fed tracks AlI's contribution to
GDP growth separately and places its net contribution (after accounting for imports and IP trade flows) at a

more modest but still significant 0.9-1.3 percentage points in 2025. [

The sectors outside Al are not booming. The U.S. manufacturing sector shed over 90,000 jobs in 2025 — the
third consecutive year of manufacturing employment decline — and has contracted for ten consecutive months
by the ISM manufacturing PMI.*? 31 The primary driver is tariffs: input costs rose sharply following
Liberation Day, making U.S. manufacturers uncompetitive on goods that require imported components. Factory
managers surveyed in December 2025 cited tariffs as the dominant operational concern, with one ISM panellist
reporting that "morale is very low across manufacturing." The April 2026 BLS Employment Situation report
showed unemployment at 4.4% — down one tick from November 2025's 4.5% but up materially from the cycle

trough. [*2]

Residential investment is contracting and government spending is declining modestly. The result is a bifurcated
economy: a small number of Al-linked companies and their supply chains generating concentrated investment
and earnings growth, while manufacturing, construction, and lower-skill services experience stagnation or
decline. This is not a novel economic observation, but it has a specific implication for equity portfolios. When
the driving sector of growth is also the most concentrated and the most expensively valued, the diversification
properties of broad-market exposure break down. "Owning the market" increasingly means owning a leveraged

bet on AI unit economics.



SECTION 5

Valuation Framework: What Does $900 Billion Buy?

This section provides the financial scaffolding that institutional investors need before an Anthropic position

decision. All figures sourced from published reports or clearly labelled as Icarus Asia estimates.

5.1: Revenue and Margin Trajectory

Metric
ARR / Revenue

run-rate

Gross margin

Operating loss

Cloud cost
commitments

Training +
inference burn
(2026E)

2025A 2026E 2027E
~$9B $30B+ $55-70B"6
(year-

end)

~—94% ~40% ~60%"®
~$3B ~$5— Approaching

8B™® breakeven "

$80B total through 2029 to Amazon,
Google, Microsoft

— ~$14B —

2028E

$90-120B"®

~77% (co.
projection)

Positive cash
flow targeted

Source | Note

VentureBeat confirmed;
forward estimates Icarus
Asia

Sacra / SaaStr; 2028 per
company projection,
unverified

SaaStr / Threads analysis;
company guidance for
2027 breakeven

The Information / Fortune,
2026

Analyst estimate; Threads /
SaaStr, 2026

Forward estimates are Icarus Asia projections based on published analyst and media reports; see note *6. The 2028 gross margin target

of ~77% is Anthropic's own projection and has not been independently verified. Operating loss figures may not capture all cost items.



FIGURE 2 - GROSS MARGIN TRAJECTORY

From deeply negative to profitable — if the model holds

Estimated gross margin % by year — negative bars show loss position; positive bars show contribution margin

Loss / negative gross margin  (§ Positive gross margin

2025A —04%

[Editor's Note] 2025A gross margin of —94% and 2026E of ~40% are analyst estimates from Sacra and SaaStr based on
reported revenue and cost disclosures. 2027E of ~60% is an Icarus Asia interpolation. 2028E of ~77% is Anthropic's own
projection, not independently verified — labelled "co." (company projection). Negative-margin bar is plotted against a 100%
scale for readability. The gross-margin swing from —94% to +77% over three years implies extremely rapid inference cost
reduction and/or rapid revenue mix shift toward enterprise contracts; either assumption warrants scrutiny.

ICARUS ASIA Sources: Sacra, SaaStr, Anthropic (2028 projection), Icarus Asia estimates

5.2: Valuation Multiple Analysis

Valuation Implied ARR (April EV /| ARR

Reference Point Value 2026) Multiple

Series G (confirmed) $380B $30B 12.7x February 2026; last confirmed
primary round

Current fundraise ~$900B $30B 30x TechCrunch sourcing, April 20261

target

Secondary / on-chain $1.0-1.2T $30B 33-40x Secondary market clearing prices™®

implied

IPO banker estimate $400-500B $30B 13-17x Sourced from unnamed banking
advisors 7

Comparable: — — ~40x NTM Pre-rate-hike SaaS peak;

Snowflake (peak) revenue (2021) meaningfully different risk profile



Valuation Implied ARR (April EV /| ARR

Reference Point Value 2026) Multiple
Comparable: Palantir — — ~25-30x NTM Al-adjacent enterprise software;
(2026) revenue positive GAAP margins

The Series G multiple of 12.7x ARR is the only confirmed data point. All other valuations reflect secondary market clearing prices or
analyst estimates. Comparable multiples are approximate and sourced from public market data. Anthropic's 2026 gross margin trajectory
and cloud cost obligations are materially different from Snowflake or Palantir comparables. Investors should build bottom-up DCF models

rather than relying on multiple comparisons given the rapid margin shift underway.

5.3: The Cloud Obligation Risk

The $80 billion in cloud commitments through 2029 is the single most important cost line in Anthropic's
financial model — and the least discussed. AWS is projected to generate $3 billion in revenue from Anthropic
in 2026, rising to $5.6 billion by 2027.[6! Anthropic has committed to spend over $100 billion on AWS
technologies over ten years. These commitments are structural: they cannot be renegotiated without
jeopardising strategic relationships with the two largest investors. The gross margin expansion from —94% to
+77% therefore depends not only on revenue scaling but on Anthropic successfully negotiating inference cost
reductions from the very partners it has committed to pay $80 billion. That is a significant counterparty tension

and deserves explicit modelling in any valuation exercise.



SECTION 6

Scenario Analysis: AI Unit Economics, 24-36 Month Horizon

The following scenarios bracket plausible outcomes. Probabilities are subjective Icarus Asia estimates®
informed by the data above. All three scenarios assume enterprise token demand continues growing at 5-10x

over three to five years and that inference efficiency improvements continue at the current pace.

BASE CASE: "HYBRID EQUILIBRIUM" - PROBABILITY: 50-60%

Open-weight models capture commodity inference workloads; frontier models retain a 25-35% capability
advantage in agentic, regulated, and safety-critical tasks. Hybrid usage dominates. Anthropic's per-token API
pricing falls 15-30% over 24—-36 months through market competition; volume growth more than offsets unit
price declines. Gross margin reaches 40%-+ in 2026 and progresses toward the company's 77% target by
2028. Cloud cost commitments ($80B through 2029) are partially offset by negotiated compute discounts as
a preferred customer. IPO prices in the $400-500B range preferred by bankers, not the $900B secondary
market peak. Post-IPO index inclusion adds passive demand but at a rational multiple. Export controls
remain in their current ambiguous state — some H200 access for China, but no unrestricted access to
frontier chips.

Portfolio implication: Supportive for core Al holdings. Anthropic at IPO bankers' range ($400-500B / 13—17x
ARR) is defensible if the gross margin trajectory is real. At secondary market prices ($900B+ / 30x ARR), the
margin of safety is thin. Differentiated names with enterprise data moats outperform pure APl volume plays.

Key assumptions: Safety/agentic performance gap holds at 25%+; regulated-vertical enterprise contracts sustain 80% revenue
mix; no major U.S. chip export tightening to China before end-2027.




MODERATE COMPRESSION: "APlI TAX EROSION" - PROBABILITY: 30-40%

The self-hosting pivot accelerates faster than the base case as Chinese and Western open-weight models
close the performance gap to within 8-10% on major enterprise benchmarks by mid-2027. Per-token pricing
falls 40—-60%. The $80B cloud commitment becomes an earnings headwind rather than a manageable cost:
Anthropic cannot negotiate material discounts because AWS and Google need their own cloud revenue
targets. Gross margin stalls at 35—-45% rather than reaching 77%. Operating losses persist through 2028.
IPO delayed or downsized. Hyperscaler capex guidance cuts follow as enterprise cloud reservation growth
slows.

Portfolio implication: Increased volatility; 20—35% downside risk in core Al equities at current valuations.
Favour enterprise lock-in (long-cycle contracts, proprietary data integrations, regulatory certifications).
Reduce exposure to pure infrastructure capex plays. Watch for the AWS/Google Anthropic-stake mark-to-
market dynamic as a leading indicator of sentiment shifts.

Key assumptions: A next-generation open-weight model reaches 90%+ MMLU within 12 months of Anthropic IPO; at least two
major regulated-sector clients disclose migration from proprietary APIs to self-hosted alternatives; hyperscaler capex guidance
cut by at least one major provider.

SEVERE OPEN-WEIGHT SHOCK: "COMMODITY FLOOR" - PROBABILITY: 10-15%

Near-parity commoditisation by Q4 2027. Huawei's Ascend 960 arrives on schedule, combined with
continued H200 access, enabling Chinese labs to train models that are effectively indistinguishable from
Anthropic's Claude for 90%+ of enterprise workloads at 10x lower inference cost. Sovereign Al deployments
in Asia-Pacific, Europe, and Latin America eliminate the addressable market for U.S. API-first models
outside North America. Anthropic IPO either abandoned or priced at a significant discount to private rounds,
triggering investor disputes. U.S. infrastructure overbuild becomes visible as hyperscaler utilisation rates fall
below 65%. Material earnings misses cascade across cloud, chips, and Al platform equities.

Portfolio implication: 35-50% drawdown risk in concentrated Al equities. Defensive positioning in cash,
short-duration investment-grade credit, and physical infrastructure names (power, fibre, cooling) with
contractual revenue streams that survive reduced utilisation. The veneer economy dynamic becomes explicit
— Al GDP support evaporates alongside the equity premium, exposing underlying manufacturing and
consumer weakness.

Key assumptions: Export controls on frontier chips are not tightened; Huawei Ascend 960 delivers on roadmap; enterprise open-
source adoption exceeds 50% of total inference workload share within 18 months of Anthropic IPO.



Per-Token

Anthropic Gross

Scenario Pricing (24— . Ecosystem Impact Probability

Margin

36m)

Base: Hybrid -15% to —30% 40-55% (on-track Sustained capex; cloud 50-60%
Equilibrium to 77%) utilisation holds
Moderate: API Tax —40% to —60% 35-45% (stalls Capex guidance cuts; 1-2 30-40%
Erosion below target) quarter pressure
Severe: -70%+ Sub-25% Utilisation falls; material 10-15%
Commodity Floor (structural earnings misses

repricing)

Source: Icarus Asia estimates. Probabilities are subjective and not model-derived. The export controls policy variable is the primary

uncertainty that could shift the distribution between base and severe outcomes without intermediate signals.



SECTION 7

Portfolio Implications

Index Investors: The Forced Buyer Problem

Owning a broad U.S. equity index in 2026 means owning a structurally increasing exposure to Al platform
economics. Al-linked firms already account for roughly 40-45% of total U.S. equity market capitalisation.
Anthropic's listing — combined with SpaceX and OpenAl in the same cycle — would push that proportion
higher, with $24 trillion in S&P 500-tracking funds mechanically required to buy at whatever price the index
committee assigns. The diversification premium that index ownership traditionally conferred has been
substantially eroded. A pension fund with a 7% annual return assumption and a 20-year liability horizon is

implicitly underwriting Anthropic's API pricing power in 2030. That underwrite should be explicit.

Fundamental Investors: Three Questions for the IC

The standard AT equity question — "what is the TAM?" — is necessary but insufficient for institutional
investment committee purposes. Three additional questions matter more for Anthropic specifically. First: what
is the revenue split between safety-regulated enterprise contracts and commodity API access, and what are the
independent churn and pricing assumptions for each? The regulated-vertical book (financial services,
healthcare, legal, government) is more durable and likely commands a 15-20x ARR multiple; the commodity
book may deserve 5-8x. The blended multiple depends entirely on the revenue mix. Second: what is the net
margin impact of the $80B cloud commitment through 2029 under each pricing scenario? This is the most
important underanalysed cost line. Third: at what level of open-weight adoption does the gross margin plateau
below the 77% company projection — and what is the IPO multiple implied by that plateau? If the answer is
50-55% gross margin and the IPO prices at 30x ARR, the stock is pricing in the optimistic scenario with no

margin of safety for the moderate one.



Hedge Funds: Three Interlocking Trades

The thesis organises around three interlocking positions. First: the index mechanics trade — buy Anthropic on
IPO debut for the passive-flow demand, and trim on index inclusion as the mechanical bid exhausts. The risk
here is the valuation level at debut and the proposed rule change timeline; if inclusion is delayed, the passive
bid is slower to arrive. Second: the cloud-commitment squeeze — names exposed to Al cloud revenue face a
nuanced earnings dynamic. AWS and Google derive both investment gains from Anthropic stakes and
operational revenue from Anthropic cloud fees; the two items respond differently to AI valuation cycles and
should be decomposed in earnings models. Third: the veneer economy hedge — a material compression in Al
unit economics removes the GDP growth support masking non-Al sector weakness. Credit exposure to
manufacturing, consumer discretionary, and construction-linked names deserves explicit stress-testing against

the moderate scenario above.

Cross-Asset Considerations

Bond markets have priced in sustained Al-driven productivity. A reversal would support rates falling faster than
the current forward curve implies. Widening in tech-heavy high-yield is the cleaner expression: names with
direct AT API revenue exposure and high leverage are most vulnerable in the moderate compression scenario. In
equities, the AWS/Google Anthropic-stake circularity means that a 30-40% decline in implied Anthropic
valuation would simultaneously hit tech earnings through investment markdowns and cloud revenue growth
through reduced Anthropic cloud spend — a double-hit in the same sector. The correlation structure in the

severe scenario is non-linear and warrants tail-risk hedging, not just position sizing.



APPENDIX A - ANALYST NOTE: ON THE GALLOWAY THESIS AND ITS STRUCTURAL LIMITS

Scott Galloway's "AI Wasn't Built for You" argument makes two distinct claims. The first — that the economic
benefits of AT accrue disproportionately to capital owners rather than workers — is well-supported by the data.
The job concentration in Al is severe: data centre construction is capital-intensive but not labour-intensive;
model training requires PhDs and GPUs, not factory workers; the productivity gains from Al deployment
compress middle-skill roles without creating equivalent replacements at scale. The 90,000+ manufacturing jobs
lost in 2025 and the sustained contraction in construction and retail are real phenomena. Galloway is right that

the veneer economy narrative is accurate and important.

The second claim — that China's open-weight strategy will necessarily destroy U.S. Al margins through a
solar-style pricing weapon — is directionally plausible but has three structural limits that the solar analogy
obscures. First, Al training requires NVIDIA GPUs, and U.S. export controls are a policy lever that has no
analogue in solar panels. The current H200-for-China arrangement (25% revenue share to the U.S. government)
is a political construct that can be reversed, tightened, or weaponised. Anthropic's pricing moat is partially
backstopped by U.S. chip policy, whether or not that moat is conscious or deliberate. Second, the data
residency and compliance moat in regulated verticals cannot be commoditised by a Chinese model regardless
of price. A U.S. financial services firm running Basel IV stress tests or a U.S. hospital system managing

HIPA A-covered patient data faces regulatory liability that no cost saving justifies in open-weight deployment.
Third, Anthropic's $80B in cloud commitments creates a structural incentive for its hyperscaler investors to
defend its pricing position — Amazon and Google have more to lose from Anthropic's pricing collapse than

they have to gain from lower inference costs.

The net assessment: treat the Galloway thesis as a probability distribution, not a binary outcome. The export
controls policy variable is the highest-leverage uncertainty in the distribution. A new administration or a
reversal of the current H200 export deal would shift the scenario probabilities materially toward the severe
case. Investment committees should track U.S. chip export policy as a primary leading indicator for Al equity

risk, not a secondary macro consideration.
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ANALYTICAL NOTES

*1

*2

*3

*4

*5

*6

*7

*8

The $900B fundraise target and $1.0-1.2T secondary-market implied valuations are unverified. They reflect TechCrunch
sourcing and secondary market clearing prices respectively, not confirmed or binding deal terms.

The 80% enterprise revenue share and ~140% Net Revenue Retention are PitchBook estimates. Neither figure has been
disclosed by Anthropic.

Anthropic's reported 15-20% agentic performance lead is a company claim and has not been independently verified by a third
party.

The Galloway pull quote is a paraphrase drawn from his Diary of a CEO with Steven Bartlett appearance; it is not a verbatim
quotation.

Benchmark comparisons for DeepSeek, GPT-40, LLaMA, and Zhipu reflect published MMLU, HumanEval, and MATH scores
as of Q1 2026. Methodology and test conditions are not standardised across labs. Self-hosted inference cost for LLaMA 3.1
70B (~$0.08/M tokens) is an Icarus Asia estimate based on H100 spot pricing at 70% utilisation; actual rates vary by provider
and configuration.

Forward estimates for 2027E and beyond (revenue, gross margin, operating loss) are Icarus Asia projections based on
published analyst and media reports. The 2028 gross margin target of ~77% is Anthropic's own projection and has not been
independently verified.

The IPO valuation range of $400-500B is sourced from unnamed banking advisors. It should be treated as indicative only and
does not constitute a disclosed or confirmed figure.

Scenario probabilities are subjective Icarus Asia estimates. They are not model-derived and should not be treated as
probabilistic forecasts.

Disclosure: This report is for informational purposes only and does not constitute investment advice, a solicitation, or an offer to
buy or sell any security. Icarus Asia Research holds no positions in the securities or companies mentioned. All data sourced from
public filings, third-party published reports, and Icarus Asia estimates as noted inline. Iltems marked [Inference], [Unverified], or
[est.] represent analytical estimates or unconfirmed secondary market data and should not be treated as primary-source fact.
Forward-looking projections — including Anthropic's gross margin targets and scenario probabilities — are speculative and subject
to material revision. The export controls analysis reflects the regulatory environment as understood at May 2026 and may be
superseded by subsequent policy changes. Past performance is not indicative of future results. Figures in USD unless stated. ©
2026 Icarus Asia Research. All rights reserved.



