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AI is a probabilistic tool, trained on large 
amounts of data, which can replicate the 

outputs of complex tasks.
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1. AI models are becoming commodified. 

2. AI companies are going to have to change their business 
models to make money. 

3. A crash is coming in the next two years (by November 2026). 

Looking back: 2024’s AI predictions
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We have many models available on both the cutting edge…

And the middle tier of performance

Model commodification has arrived
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OpenAI and Meta have begun to pivot to 
consumer business models
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A crash? Not yet…
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Looking ahead: Predictions for 2026

1. Miniature models become much more powerful.

2. R&D focuses on world models.

3. Image model applications proliferate, especially in medical 
and industrial markets.
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Miniature models, capable of running on edge devices like regular desktop computers, 
are already roughly as good as ChatGPT 3.5 Turbo. 

Miniature models become much more powerful

In many simple, real-world business 
tasks, miniature models already 
perform similarly to large LLMs.
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Image diffusion models are the “secret sauce” behind 
audio generation. 

What else can be done with image models?

Image models drive hype with new applications
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World models get more attention as we reach 
the limits of LLMs
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The major hyperscalers are 
committed to spending around 
USD 1.1 trillion on capex by 2027.

OpenAI is committed to USD 1.4 
trillion in capex spending.

Can this ever work out?

14Data source: JP Morgan, Bloomberg

Can data center investments really be 
profitable?

0

50

100

150

200

250

300

350

400

2024 2025* 2026* 2027*
U

S
D

 b
ill

io
n

Capex Commitments: Microsoft, Amazon, Meta, 
Alphabet

2024

2025*

2026*

2027*



© LUX RESEARCH,  INC.   |  All rights reserved. |  Lux Proprietary and Confidential

Data centers cost around USD 10 
million/MW of IT load.

The chart on the right has 
representative estimates of the 
capex breakdown of a 50-MW 
data center.

15Lux estimates

Capex is critical to overall returns
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Power and depreciation are the 
two biggest ongoing costs for 
data centers.

The chart on the right has 
representative estimates of the 
opex breakdown of a 50-MW 
data center.

16Lux estimates

Opex is dominated by depreciation and energy 
costs
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We conducted a basic cost modeling exercise to determine data center profitability. The 
key factors are:

If two of these factors are in the red, the data center isn’t likely to be profitable — if it’s 
funded by debt. 

Data center returns are highly sensitive to 
uptime, GPU life, and rental revenue 

GPU life Usage/uptime Rental price

4 Years

2 Years

99%

80%

USD 0.4/h

USD 0.35/h
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Shrinking demand for compute for more efficient 
models.

Oversupply of GPUs due to overaggressive capex 
spend.

Two major risks to data center returns:
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Four possible futures for AI

Slop future: The best way to extract profit from AI turns out to be advertising 
and social media.

Work future: AI provides broad-based improvements to economic efficiency. 

Tech future: AI leads to significant breakthroughs in high knowledge tasks, 
including drug development, medical diagnostics, and technology creation.

Trash future: AI remains largely unprofitable, even if it is capable of 
automating tasks or successfully solving business challenges. 
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Slop future misses the promise of AI

Winners:

Losers:

Outlook: In this future, the only real way to make money 
with AI is from consumers — business just doesn’t have 
hundreds of billions of additional spend in them. 

Lux Take: This future primarily benefits the existing 
social media platforms — it’ll be tough for new apps like 
Sora to breakthrough their stranglehold. This outcome is 
relatively unlikely; there’s no real shortage of online 
content, and the social media model mostly works 
because content is free.  



© LUX RESEARCH,  INC.   |  All rights reserved. |  Lux Proprietary and Confidential 22

Work future most closely resembles the AI 
promised land

Winners:

Losers:

Outlook: In this future, business uses dominate the AI 
landscape — and those uses are both profitable and 
generate meaningful revenue. In this scenario, much of 
the frontier of economic productivity gains come from AI, 
across both knowledge and physical industries. 

Lux Take: The existing business service companies will 
benefit the most, as they are best positioned to capture 
these flows. A lot has to go right: The technology is one 
thing but perhaps more importantly are value creation 
and capture. 
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Science future will take a long time to 
manifest

Winners:

Losers:

Outlook: In this future, the benefits of AI are not in 
business efficiency but very high knowledge tasks — the 
creation of drugs, the diagnosis of illnesses, or the 
development of new materials and chips. These benefits 
will be good for the economy and society but hard for 
most current AI companies to capture. 

Lux Take: This is perhaps the most likely future, as it 
relies mostly on the technology improving (which it has 
done consistently) and less on specific value capture 
scenarios. Google and Nvidia — which are investing in 
these longer-term research areas — stand to benefit 
above and beyond the others. 
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Failure is always an option

Winners:

Losers:

Outlook: AI can fail for a lot of reasons; poor economics 
and value capture are the most likely culprits. 

Lux Take: This is the other likely outcome, as any 
number of market failures could push us in this direction. 
The best move may be not to play: Apple is not making 
investments like its tech peers, but it will still take a cut of 
any AI success through its walled garden. 
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1 2 3

LLM development is 
slowing, and there are 
major cracks in the 
economics of data 
center buildout. 
There’s still a lot of 
development left for AI in 
areas like image and world 
models, but the need for 
huge cash flows very soon 
makes AI risky. 
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Key Takeaways

After the boom and bust, 
AI is likely to find uses — 
but AI companies are 
going to struggle to 
capture value. 
AI may dramatically improve 
business operations or 
accelerate science — but 
can AI companies capture 
that value?

Don’t overinvest in AI 
solutions or a data 
center boom. 
The cost and size of LLMs are 
likely to keep falling, making 
in-house adoption more 
likely. Take advantage of 
these drops by developing 
the abilities to run models at 
the edge and continue data 
center tech development 
without overcommitting.
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Lux Research fuels innovators to not only imagine what’s possible 
in the future but also operationalize innovation success in the 
near term. We deliver research and advisory services to inspire, 
illuminate, and ignite innovative thinking that reshapes and 
grows businesses. Using quality data derived from primary 
research, fact-based analysis, and opinions that challenge 
traditional thinking, our experts focus on finding truly disruptive 
innovations that are also realistic and make good business sense.

The “Lux Take” is trusted by innovation leaders around the 
world, many of whom seek our advice directly before placing a 
bet on a startup or partner — our clients rely on Lux insights to 
make decisions that generate fantastic business outcomes. We 
pride ourselves on taking a rigorous, scientific approach to avoid 
the hype and generate unique perspectives and insights that 
innovation leaders can’t live without.
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