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their origins)
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The Al Jitters (again)

The Fed raised rates for no reason, and shortly thereafter, the market hit
a new all-time-high:
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Both Nasdaq and the S&P peaked this week, although the S&P is barely
visible against Nasdaq'’s extraordinary tech-driven growth

Is it a bubble? Again, no, not really—if anything, stocks are relatively
cheap, compared to their forecast earnings growth.

What is true, however, is that earnings growth is increasingly dependent
on Al capex. It's semis and energy that are doing all the growing, and a
majority of that comes from hyperscaler investment in infrastructure,
the demand for which is premised substantially on frontier lab
investments in model training.

So, when the FT reported that OpenAl annualized revenues are $20B
less than previously signalled, this is what happened next:
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Nasdaq took a tumble, particularly some of the big dawgs in the Al infra
supply chain, like Nvidia and Oracle, presumably because people
interpreted the OAIl “undershoot” as a bearish signal for ongoing
demand for compute.

Well, that’s certainly Mr. Market’s prerogative, but (a) there was no
“undershoot,”—$50B reflects revenues net of the share that goes to the
cloud partners, while $70B reflects gross revenues, and the (widely
reported) inside-baseball explanation for this is that Anthropic had been
counting the latter, while OAl had been counting the former, but since
the latter is a higher number, OAl said ‘hey we can do that too, but also
this is the real number.

But. more importantly, (b) at $50B in ARR, that makes OAl ~20% bigger
than Salesforce, a scale that it has achieved in a fraction of the time:


https://www.therandomwalk.co/i/217115567?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F14aad5dc-bd7e-4fac-9acf-8afdc8961f17_531x371.png
https://substackcdn.com/image/fetch/$s_!MLh1!,f_auto,q_auto:good,fl_progressive:steep/https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fffcbf24f-50bf-4491-8296-1bcc159fd713_1456x819.jpeg

OpenAl ARR: ~$50B in September, up ~3.3x y/y
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Run rate on OpenAl's basis, which excludes sales through cloud partners (Anthropic's includes them, per FT). Reported figures are mostly "more than* floors.

Jun '26 derived: $40B July + 1.2 (July +20% mim). Aug interpolated from ~$458 on Aug 19 (+35% QTD). Apr-May held at March's $28/manth, in line with Q2 revenue of $6.78.

‘Year-ago base interpolated the same way: ~$4B Sep '24, $68 Dec ‘24, $108 Jun '25, 128 Jul ‘25, 5208 Dec '25.

Sources: OpenAl CFO Sarah Friar blog (1/18/26); OpenAl funding release (3/31/26); The Information {3/4/26); Bloomberg (8/13/26); CNBC (8/19/28, 8/20/25, 6/9/25); FT (10/8/26); WSJ (9/12/24).

TMT Breakout

$50B and growing 229% is just not a thing that Mr. Market sees every
day.

This is broadly the entire universe of tech companies, by multiple and
NTM growth:
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The vast majority of them do not generate $50B in ARR, and basically
none of them are growing more than 50%, let alone 229%. (Those little
dots off to the right are neoclouds, which are growing quite rapidly off
a small base, serving Al compute.)

Will there be trials and tribulations along the way? Surely.

But the hype is more than just hype, and at these levels, there’'s bound
to be some nosebleeds, but people react to every little wiggle like the
world has changed. Oh no, Ramp’s token spend data shows some
deceleration!
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Token Spend Reverts To Trend

Total token spend, rolling 4wk avg
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Yes, it's true, and it's worth noticing that July’s upward inflection
appears to have mean-reverted to January’s upward inflection, which is
still an astronomical pace, even relative to the previous January’s pace,
which was stilly pretty fast, but now looks paltry in hindsight.

Random Walk has about as much certainty of the future as anyone else
(which is to say, very little at all), but | maintain my increasingly less-
cautious optimism.
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1. Europe Needs An Intervention

Random Walk has made passing references to Europe’s fade before.

Let's just start with the facts.

It's an under-appreciated tragedy that the once great civilization is
rapidly devolving into a quasi-totalitarian mausoleum, entombed by
life-draining regulators, and overwhelmed by catastrophic
immigration policies.

Western European leadership busies itself with scolding, rule-
making, and persecuting wrong-think in a feeble effort to keep the
peace just long enough for aging Europeans to consume their
pensions before they finally die-off forever.

If there are any history books written to remember them, they will
likely be written by the descendants of the scolds (under the
watchful eye of the restored and embiggered Andalus), who will
blame the “far right” for ruining everything.

That’s the base case, at least, but it ain’t over til it's over.
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Anyways, here’s some more tragic data on that front, this time courtesy
of Stripe (led by two fearless Irishmen—perhaps the last two—for what
it's worth).

First, Stripe asked the European founders on their platform whether
they would reincorporate in the same country again, and the results are
a staggering signal of no-confidence:

Would founders incorporate in the same country again?

Share incorporated in each country who would base a new company there today

B EU27 members Wl Other countries

United States I S5 7o
Switzerland NI 68 7.
Sweden I 47 %
Ireland IS 44 %
United Kingdom I 44 %
ltaly I 447
Germany I 40 %
Netherlands I 38 %
France I 33 %
Spain I 25 7%

Stripe

The majority of founders in the UK and every EU country (in the table at
least) would take their business elsewhere, on the second turn.

The people who have built businesses in Europe apparently know well
enough to not make that mistake twice.
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Consider also the relative performance of European Al businesses (on
Stripe):

Monthly payment volume of Al businesses on Stripe
By company HQ country
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The y-axis is unlabeled, and it's not obvious what makes an Al business,
but you get the general idea: if Stripe is a proxy for innovative business
formation, and Al businesses are a proxy for the next wave of
innovation . . . then the EU isn’t just falling behind, it has barely left the
starting gate.

That's bad. Very bad. Compounding exponentials take no prisoners.

As Peter Thiel recently quipped (to paraphrase): Of the 50 richest
Germans, 20 are Gen X or younger, and all 20 inherited their wealth. In
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the US, 12 of 50 are GenX or younger, but 9 of 12 made their wealth,
while only 3 inherited it. What's prosperous in Europe now is a function
of what came before, and what’s happening now, is a signal for what’s
next.

All the evidence suggests that it's only going to get worse for Europe.

French risk premium

Difference between the yield on 10-year French and German bonds; Daily; Oct. 2, 2006, to Oct. 2, 2026
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The new French malcontents are rioting in the streets (not that any
mainstream media outfit would tell you), and a debt crisis appears to be
underway.

There will be pockets of good cheer, of course—ASML still exists,
sophisticated manufacturing and biotech still exists, there are still
millions of talented hard-working people, Klarna happened, Adyen
happened, Spotify happened, GLP-1s happened.

But what'’s also happened is that China decided it didn't need anything
from Europe anymore:
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Exhibit 10: European Exports to China Have Fallen Below
GFC-EralLevels

Euro Area: Real Exports by Destination (2021=100)
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Dataas at July 31, 2026. Source: Eurostat.

In the bigger scheme of things, Chinese manufacturing has eaten their
lunch, the next generation of Europeans will bear little resemblance to
the prior ones, and the iron-gripped technocracy appears steadfast on
its commitment to snuff out whatever remains of European verve and

ambition.

If there’s evidence to the contrary, I'm all ears, but | don’t see it.

At the very least, there's a war going on:
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German manufacturing has been saved by a thing it has not yet ceded
to China: defense goods.

It's not an outcome that Random Walk is rooting for, but it's increasingly
hard to see how it may get much better than that. Or, at the very least,
it will require some big changes, and turning the Titanic ain’'t easy.

2. Beantown Needs An Intervention

It's not only Europe that needs an intervention.

Random Walk has also made passing reference to the Curley effect, by
which leadership deliberately exploits the out-group in favor of the
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base, with the effect of driving the out-group elsewhere, while
deepening the loyalty and dependency of the in-group, all of which
leads to a consolidation of electoral power that is ruinous in the longer-
term, but not quite so ruinous that it can't last at least a few decades.
The Curley effect is named after infamous Mayor Curley of Boston, a
great city he once plundered, which once again appears to be pursuing
a similar game plan.

Recall for a moment that net-migration tells only a partial picture. What
matters isn’t just the number of people coming and going, but also their
ages and incomes.

When it comes to Boston (and DC and Seattle), the picture is grim:

Follow the income, not the headcount.
Who is moving in vs. out of 105 U.S. metros
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RealAl SuperCensus, tracked adults, Aug 2024 to Jul 2026. Metros with 300K+ tracked adults and income data. Boise and Wilmington are off the scale

Boston has been a big net-loser of people and incomes over the past
two-years.

Fortunately, NY appears to have staunched the outflow of incomes, but
is still losing people.! Miami, by contrast, is a net-loser of people, but a
big gainer of incomes, which is an entirely different set-up: Miami is
becoming more exclusive, for better or for worse.
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But, back to Boston.

Boston, of course, is home to some of the finest research institutions in

the world (even accounting for recent decay), and some of the finest
collections of talented young people in the world, to boot. The sports
fans are bad, the drivers are terrible, and the weather is an acquired

taste, but Boston has every reason to be on the perpetual up-and-up.

And yet, it's not that. It's the opposite of that.

Massachusetts has experienced net-negative employment growth since

before the pandemic:

Figure 1: Employment Growth, 2007-2026
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percent higher than the january 2007 level. Data are seasonally adjusted. The shaded areas indicate recessions.
Source(s): Authors’ calculations using data from the US Bureau of Labor Statistics and Haver Analytics. 2 bostonfed.org

Boston Fed

It didn't start out that way. MA employment recovered in-line with the
national trend until ~2023, when it diverged substantially downwards.
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Whitecollar work, particularly, in the sciences, has totally stagnated:

Figure 3: Employment in Professional, Scientific, and Technical
Services and Scientific Research and Development Services,

2007-2026
United States and Massachusetts
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Note(s): The figure shows monthly employment in the professional, scientific, and technical services sector and the
scientific research and development services industry group through July 2026, indexed to January 2007 levels for
Massachusetts and the United States. fuly 2026 employment for scientific R&D services in Massachusetts, for example,

was 156 percent higher than the january 2007 level. Massachusetts data are not seasonally adjusted. The shaded areas
indicate recessions.

Source(s): Authors’ calculations using data from the US Bureau of Labor Statistics and Haver Analytics. ~ bostonfed.org

MA had been making a lot of progress in R&D services, but again, since
2023, that trend has flatlined.

The Boston Fed offers a few other examples of regional malaise.
Elsewhere, MAs share of VC capital and new research institutions are
both in sharp decline:
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Figure 4: Upstream and Downstream Effects from
the Innovative Sectors

Panel A: Shares of US Venture Capital Deals Panel B: Share of US Research Facilities
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Massachusetts firms during that period. Panel B shows the share of new US research facilities that were built in

Massachusetts each year during the 1998-2025 period.

Source(s). Panel A, Pitchbook Venture Monitor; Panel B, authors’ calculations using data from Dodge Construction

Network. ¥ bostonfed.org

VC activity has tapered off since 23 (when VC activity tapered off
more generally, but there has been no Al recovery), and MAs share of
new research facilities has dramatically reverted to trend.

Indeed, over the longer-haul, MA has been a business graveyard:
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Massachusetts Lost A Lot of Businesses

Ratio of MA private-sector establishment births to deaths, annual (seasonally adjusted)
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Source: BLS Business Employment Dynamics, Table 9. Net-loss figure: Pioneer Institute analysis of BLS BED data, Sept
2020-Sept 2024. 2025 omitted (death counts not yet published beyond Q1).
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Net business formation in MA has been sharply negative to the tune of
~17,500 businesses lost over a 9 quarter period (which was the worst in
the country).?

So the picture for MA is not the best. Despite some enormous
embedded advantages, MA is losing jobs, people, incomes, and
businesses, in fairly dramatic fashion.

In terms of what’s going on here, surely some part of this has to do with
the change in interest rates. Plus, MA had a surge in new biotech
facilities, so it's not surprising that that would taper somewhat. And
while the administration attempted to curtail federal funding in
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response to the universities having lost their way, a MA judge decided
to protect the home team and restore that funding, so you can't really
blame the NIH.

In the bigger scheme of things, it would just seem like whatever the Bay
State is doing (or has been doing) is not particularly good for the Bay
State. Random Walk is no expert on Massachusetts politics, but even a
cursory search of Boston’s Mayor Wu depicts someone apparently
deadset on eroding quality of life in MA's biggest city, and further
diminishing the city’s extraordinary advantages she inherited.

She should stop.

3. We all need an intervention

Just riffing on the theme of things that are somewhat grim.

Al unto digital media, as digital media unto print

It really starts with a fun observation about what’s happening to web
traffic, particularly for news sites:

Total U.S. web traffic for top news sites

Visits to approximately 100 top sites; Monthly; August 2021 to August 2026
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Data: Similarweb; Chart: Erin Davis/Axios Visuals
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Monthly traffic for news has plummeted by ~20% since the beginning of
2025.

Now, webtraffic data is pretty noisy, so take this with a grain of salt, but
it's not crazy to think that site visits are declining, particularly as (a)
social media continues to ascend; and (b) Al is summarizing the news
for people, such that they don’'t have to actually click through to the
news. Indeed, there’s other evidence that “zero-click” searches have
risen substantially, so it's not just the news that’s getting hammered by
Al summaries.

Now, there’s a certain irony, of course, if Al does unto digital news as
digital news did unto print news. I'm not sure that that's what's going to
happen, because Al summaries have to get their substance from
somewhere, and content monetization is evolving all the time.

Smartphones make people feel infermesd
But, really, this is a segue into something else.
Putting Al aside for a moment, and returning to point (a) above, it’s

certainly the case that social media has made substantial inroads into
the business of keeping people “informed:”
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Americans see their smartphone as helpful for
staying informed, connected; some say it hurts their
sleep

% of U.S. adults who say using their smartphone ___ each of the
following a lot or a little
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73% of respondents to the Pew poll say their smartphone helps them be
informed.

Smartphones aren’t the same as social media, but let’s just assume that
they are close enough.

Here’s the thing. Other than in those circumstances where being
misinformed has a fairly immediate and identifiable negative feedback
mechanism, people generally do not want to “feel informed.” They want
to feel, yes. They care about status, belonging, and their own sense of
virtue, and all the feelings that go along with that . . . but informed? Not
really. People like being entertained, particularly if it aligns with those
just-enumerated feelings . . . but informed? What good is that?

To riff on Mencken, social media gives us what we want, good and hard.
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Apparently we like to feel anti-something

And for whatever reason, whether it’s particularly true now or it’'s always
been true, people seem very primed for negative polarization—to be
against “the thing,” (and to be aligned with others who are similarly
against “the thing”).

And if that’s what we want, well that's what we get, and it’s leading to
some very costly beliefs about the world.

Take data centers for example:

% of U.S. adults who say data centers are mostly bad for ...

39 Jan’'26

The environment

]

5
Home energy costs
38

people’s quality

of life nearby 30

In just six months, a third of respondents have graduated to a bare
majority of respondents who believe manifestly silly things about data
centers.

o Data centers are not uniquely bad for the environment, and they
certainly do not consume an unusually high amount of water. Solar
farms and wind turbines? Now those have some high environmental
costs, but you see . ..
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e The evidence for data centers raising energy costs is pretty
dubious—there’s better evidence that data centers lower energy
costs—and the hyperscalers, try as they might, can't buy grid and
transmission upgrades nearly as quickly as they’d like.

» Are data centers bad for nearby quality of life? | mean, it's an ugly
warehouse looking thing, which according to some people, has an
electric hum. | can understand not wanting to live right next door
to one, but we build warehouse-looking things all the time, and no
one seems to object.

While data centers appear to be none of the things that people seem to
object to, they are, on the other hand, the sole straw that stirs the drink
in our uni-cycle economy. People may not like data centers, but they’ll
really hate what happens without them.

The normally fairly astute Jason Furman posted this foolish missive the
other day about the relative strength of data center construction
spending:
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That is decidedly not what crowding out looks like.®

That's what it looks like when data centers are the only thing worth
building in a world of higher rates, demographic headwinds to demand,
and a moderate surplus of shelter (and a more than moderate surplus of
office).
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Take data centers away, and | can assure you, single family home
building does not spring back to life.

Blame the screens? Sort of

Is social media driving this ignorance?

| think so, if only because that's where people “get informed,” but also
these splits are striking:

Net View of Al vs. Net Support for a New Data Center Within ~10 Miles (Among Total, Sep-26)
40% = NET Support for New Data Center Within ~10 Miles (% support - % oppose) NET Positive View of Al (% positive - % negative)
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It's true that no one (but Conservatives, and only barely) would prefer
to live within 10 miles of a data center, but three cohorts stand out for
their anti-Al everything polarization: women, 55+, and liberals.

There’s nothing intrinsic to Al or data centers that should uniquely
impact those groups . .. and yet, here they are, sorted into their own
tribes of luddites. It's almost like some very sophisticated algorithm has
given those people an extremely concentrated dose of whatever
happens to make them “feel informed” on this issue.

Many people want to blame anti-Al sentiment on poor industry
messaging. Don’t say things like “It's going to replace all white collar
work!” Don't be so weird, Dario. Don’t be so evil, VCs.
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That might be more persuasive, but it's not just Al, of course, that’'s been
a target of polarizing drivel.

Random Walk can't say for sure, but it certainly seems like both the
speed and intensity of outrage cycles has accelerated substantially, of
late. Whether it was BLM, #metoo, vaccines (both for and against),
Israel, immigration, burritos, etc. everyone, everywhere is finding
something to be profoundly stupid and angry about, in maximally
polarizing ways.

Is social media to blame?

Again, probably not entirely—and first and foremost, if social media is
to blame, it’s fault is being too good at giving us what we want—nbut if
there was any mechanism that could rapidly sort people into highly
engaged “information and belief” tribes, each with their own unique feed
and illusion of consensus, and all of them negatively polarized, but
otherwise totally agnostic as to the cohesiveness of the whole, then
surely social media would be the first (and maybe only) guess.*

That isn’t to say that social media is bad, per se.

It has tradeoffs, and like most things, the costs and benefits aren't likely
to be normally distributed. The ungated discovery, reach, and speed of
social media can be a massive unlock for some people—certainly,
Random Walk has benefited from it, enormously. But, perhaps for other
people (and perhaps most other people), the temptation to mainline a
custom brew of infinite jest is hard to resist.

And it's not like the prestige media is without its (many, many) faults—
many of which have been laid bare by the ungated discovery, reach and
speed that only social media can offer. But one thing that prestige
media does have is a consensus-making function, which by necessity,
has a broader base. The “news” may be varying degrees of
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(mis)informative, but at the very least, there are only so many different
“newses” to choose from.®

All of which is to say is that if was a mixed up, muddled up, shook up
world to begin with, that too is likely only just get started.

Previously, on Random Walk

Private Credit and Insurance, two
peas in a pod (reprise), and a chart
dump on default rates
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five charts on the rise of private credit in life insurance

Read full story


https://www.therandomwalk.co/p/private-credit-and-insurance-two
https://substack.com/profile/21748571-moses-sternstein
https://www.therandomwalk.co/p/private-credit-and-insurance-two
https://www.therandomwalk.co/p/private-credit-and-insurance-two
https://www.therandomwalk.co/p/private-credit-and-insurance-two

3 odd observations about Al that are
probably misleading somehow
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Energy in 1776
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It's July 4th, so Happy Birthday America, and we'’re going to keep it light
and only semi-topical.

Read full story

Maybe the OBBB is actually fiscally
responsible?
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frontloaded stimulus < backloaded cuts?
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LPs want their liquidity and they
want it now
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an anecdote from the world of cap-intro
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1  Asadiscomforting aside, net-new private sector job growth in NYC (ex-
healthcare) is once again, nada:

Private-Sector Employment ex Healthcare & Social Assistance
12-Month % Change, NYC & US

NYC smoothed (3-month moving average) —— NYC —— U.5.
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Sources: U.S. Bureau of Labor Statistics; NY Department of Labor; Moody's economy.com

NYC Comptroller

The financial industry has done pretty well, and lower-income workers have
experienced a raise, but the middle is otherwise hollowing out.

2 Apropos of nothing but data on firm formation, this was a fascinating chart
from EIG on the “entrepreneurship” boom (or not):
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Figure 2. Business Applications, Planned Wages and Corporations
Count of HBA, WBA, and CBA applications indexed to January 2019
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HBA is the High-Propensity Business Applications series. WEA is the Applications with Planned Wages

series. CBA is the Applications from Corporations series. WBA and CBA are a subset of HBA. Figure

shows the six-month moving average of the count of applications, for each series, indexed te equal

100 in January 2019. @ ECONDMIC
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Source: Business Formation Statistics GROUP

While it’s true that there has been a huge surge in “high propensity [to hire]”
firm formation, beneath the surface, there are reasons to doubt whether these
firms will actually have a high propensity to hire. There is a large and unusual
gap between HBAs and the two other measures of hiring propensity, CBAs (i.e.
corporations) and WBAs (i.e. filed applications with planned wages), all of
which suggests that whatever is going on, more likely sounds in side-hustle or
solopreneur.

This, on the other hand, could be described as crowding out:
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“Unlike in the past, consumers are and corporations are not over-leveraged.”

Exhibit 3: Unlike in the Past, Consumers and
Corporations Are Not Overleveraged

Debt-to-Income Ratio
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Income is defined as: For consumers total personal income (before
tax or interest expense); for corporates it is EBITDA; for government
itis total revenue. Debt is defined as: For consumers it is total debt;
for corporates net debt; for government it is total debt held by the
public. Data as at December 31, 2024. Source: BofA, KKR Global Macro
& Asset Allocation analysis.

CORSUMETs and COrporates have borrowed H."hr."t‘."a'-'.b".'. Uncle Sam, not so much.

Consumers and companies both have relatively healthy debt:income ratios, in

comparison to pre-Global Financial Crisis.

What KKR politely neglects to mention is that the same cannot be said of the federal
government, which has levered itself to the gills on our behalves. * Or, at least

someone’s behalf, but levered to the gills, all the same. N

Random Walk
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Government borrowing has ballooned, while private borrowing has broadly
receded.

Naturally, real diversity probably doesn’t help, either. | always find it
amusing/disturbing when people pooh-pooh the possibility of negative
externalities associated with rapid demographic change, particularly around
social cohesion, and then later lament the apparent rise in hyper-partisanship.
“Why can’'t we agree on anything, and why do my cherished values appear to
be on the wane?!” Idk...maybe because we're literally more different than
before?

That's also perhaps why so many in the establishment have discovered a
fondness for censorship—beforetimes, they never had to actively censor,
because the form-factor was inherently censorious: distribution was costly, and
access to distribution was highly gatekept. Now, not so much.



