Executive Summary — Infrastructure

Valuation Outlook
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Market Trajectory & Growth

Vector DB market projected to scale from $2.65B
(2025) to $8.95B (2030) at a 27.5% CAGR. 2026
marks the "Year of Inference" as model hosting
usage explodes.

Infrastructure Valuation Bands

Vector DBs command 6-11x EV/Revenue, driven by
platform stickiness. Model hosting trades at 4-9x
EV/Revenue, varying by efficiency and margin profile.

Premium Valuation Drivers

Multiples accrue to high throughput (tokens/sec), low
p95 latency, advanced embedding support, data
locality compliance, and deep ecosystem lock-in.



Infrastructure Market Landscape: Vector DBs + Model Hosting WINDSOR DRAKE

The modern Al infrastructure stack is defined by specialized data movement and inference layers. From ingestion to serving,
architecture choices are driven by strict latency SLAs, data locality requirements, and hardware availability constraints.

ECOSYSTEM DATA FLOW
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Ingestion & Embedding
ETL Models
>
Chunking, cleaning, Vectorization via
and preparation of OpenAl, Cohere, or
unstructured data 0SS models (768-3072
sources dims)

PN

i, Data Locality & Privacy

GDPR/sovereignty constraints dictate where
embeddings are stored and processed. Enterprise
valuation premiums accrue to platforms offering
region-specific hosting and VPC deployments.

VALUATION IMPLICATION

Vector DB
(Index/Search)

HNSW/IVF indexing,
ANN search, metadata
filtering, hybrid search

{2} Hardware Availability

5

Orchestration
Layer

RAG pipelines,
chaining, prompt
engineering, context
assembly

GPU scarcity drives architecture choices towards

efficient inference (quantization, distillation). Platforms

securing spot capacity or reserved instances gain

competitive moats.

- 2
Hosting & Observability
Inference & Governance

>

GPU autoscaling, Uizl et

) monitoring,
serverless endpoints, .
. hallucination checks,
low-latency serving .
compliance

@ Latency SLAs

Real-time RAG applications demand sub-100ms end-
to-end latency. Vector DB retrieval (p95 <20ms) and
inference cold-starts are critical bottlenecks
determining platform viability.

Infrastructure value capture is concentrated in the Persistence Layer (Vector DBs) and the Compute Layer (Inference). These components

offer high switching costs, deep integration, and direct scaling with usage volume, supporting 6-11x revenue multiples.




Valuation Framework: Infrastructure Metrics

1. Performance & Throughput

Evaluating the raw processing power and responsiveness that
defines infrastructure quality, focusing on tokens per second,
latency tiers (p95/p99), and cold-start times.

2. Vector Capabilities

Assessing the database's ability to handle complex
embeddings, supporting high dimensionality (768-3072+) and
advanced indexing methods (HNSW/IVF) for retrieval
accuracy.

3. Cost Drivers

Analyzing the underlying operational expenses that impact
margins, primarily driven by GPU utilization, memory
bandwidth, storage tiering strategies, and network egress.

4. Financial Anchors

Standardizing valuation based on efficiency and growth
metrics, leveraging Rule of 40 benchmarks, Gross Margin
profiles, and Net Revenue Retention (NRR).
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Core Metrics

Throughput: Tokens/sec and QPS elasticity under load
Latency: p95/p99 SLAs and cold-start initialization time
Isolation: Multi-tenant security and performance guarantees

Vector Specs

Dimensions: Support for 768-3072+ embedding vectors
Index Types: HNSW, IVF, ScaNN, and DiskANN implementations
Accuracy: Recall @ k performance trade-offs vs speed

COGS & Efficiency

Compute: GPU-hours and autoscaling efficiency curves
Storage: Hot/warm/cold tiering and memory bandwidth

Network: Egress fees and cross-region replication costs

Pricing & Valuation

Efficiency: Rule of 40 (Growth + Margin) compliance
Retention: Net Revenue Retention (NRR) > 120% target
Adoption: Product attach-rate to higher-margin services



Vector Database Valuation Analysis WINDSOR DRAKE

Core valuation drivers and market dynamics for the vector database ecosystem

I~ Market Sizing & Growth | = Key Players & Landscape
Total addressable market (TAM) projections, CAGR trends Analysis of Pinecone, Weaviate, Qdrant, Chroma, and others.
(2025-2030), and key adoption catalysts driving infrastructure Breakdown of managed services vs. open-source strategies.
spend.
| ® Pricing Models & Economics | ix Competitive Dynamics
Unit economics of vector storage and retrieval. Cost per million Differentiation factors including latency, hybrid search,
vectors, serverless vs. provisioned pricing structures. ecosystem integrations, and enterprise-grade governance
features.

Infrastructure Focus Area



Vector DB Market Sizing & Growth: 2019-2030E WINDSOR DRAKE

Indicative growth trajectory reflects the critical role of RAG, multimodal embeddings, and Al search as enterprise
standards.

Global Vector Database Market (25-30% CAGR) Growth Catalysts
$10B
$9B RAG & Multimodal Embeddings

Retrieval-Augmented Generation (RAG) is the primary
driver, turning vector stores into the "long-term memory"
for enterprise LLM applications.

$7B

s68 Serverless & Storage Optimization

5B Separation of compute and storage (serverless) plus
tiered storage (disk/S3 offload) drastically reduces

H4B TCO, accelerating adoption.

$3B
Enterprise Data Governance

328 Compliance requirements drive demand for

$18 managed vector solutions with role-based access
control (RBAC) and data residency guarantees.

$0B

2019 2020 2021 2022 2023 2024  20253E  2026E  2027E  2028E  2029E  2030E

t3B

Market Size (5 Billions)



Key Players & Signhals — Vector Databases

Landscape bifurcation between managed-first platforms commanding premium valuations and OSS cores driving

developer adoption, with enterprise SLAs as the key monetization lever.

COMPANY / PRODUCT

MODEL & STRATEGY

MARKET SIGNALS & VALUATION
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KEY ENTERPRISE LEVERS

Pinecone

Managed-First / Serverless

Weaviate

Open Source + Cloud

Qdrant
OSS Core + Managed

Fully managed, serverless
architecture focusing on ease of
use and scalability. No self-hosted
option creates pure SaaS revenue
quality.

Hybrid model offering robust OSS
core plus managed cloud service.
Strong focus on modularity and
multi-modal capabilities.

Rust-based engine emphasizing
performance and low resource
footprint. Gaining traction for
efficiency and throughput.

$750M+ Valuation Signal Serverless Scale

High revenue multiple driven by consumption-
based pricing and strong NRR.

Series B Growth 0SS Community

Premium accrued to flexible deployment (K8s,
Hybrid Cloud).

High Performance Efficiency

Valuation upside tied to compute efficiency and
cost-per-vector.

» Multi-region availability
e Separation of storage/compute

* 99.99% uptime SLAs

 Hybrid search (Keyword + Vector)
« Data sovereignty (BYOC)

» Modular integrations

» High-throughput ingestion
e Distributed mode

» Resource efficiency



Vector DB Unit Economics & Pricing WINDSOR DRAKE

Monthly Cost Range for 10M Vectors (USD) Pricing Tiers & Cost Structure

$2500
$2000
y $1500
$500 I
$0 . High-throughput, multi-region replication, hybrid search, and strict

0SS / Self-Managed Standard Managed Enterprise High-Perf p99 latency guarantees.

Entry Level / OSS Self-Managed

Low-traffic, single-region deployments. Often utilizing free-tier
managed services or minimal EC2 instances.

Est. Cost: ~$100 - $300 / month

Production Standard

Managed services with SLAs, moderate throughput, and standard
index configurations (HNSW).

Monthly Cost (USD)
L
=]
]
-]

Est. Cost: ~$500 - $1,200 / month

High-Performance Enterprise

@ Max Monthly Cost ($) Min Monthly Cost ($)
Est. Cost: $2,000+ / month




Competitive Dynamics & Market Share
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Analysis of key competitive differentiators and strategic positioning in the Vector Database

landscape for Q1 2026.
Competitive Differentiators - Importance Weighting

Latency at Scale

leveloper Experience Hybrid Search Quality

Data Residency Ecosystem Integration:

Enterprise Governance

O Managed (Enterprise) O 0SS (Self-Hosted)

= OSS-Core vs. Proprietary IP

Open-source models (Weaviate, Qdrant) leverage community velocity
and portability, while proprietary engines (Pinecone) focus on
serverless abstraction and ease of scale.

& Serverless TCO Advantage

Separation of storage and compute allows granular scaling.
Serverless architectures are winning TCO battles by eliminating over-
provisioning for sporadic RAG workloads.

& Ecosystem Integration Lock-in

Deep hooks into model hosting (Hugging Face) and provider
marketplaces (AWS/Azure) create defensibility. Pre-built connectors
for LangChain/Llamalndex reduce implementation friction.

| atencv at scale (095 < 50ms) and data residencyv



Model Hosting & Inference Platforms WINDSOR DRAKE

2026 is the year of inference: As training consolidates, value shifts to the managed infrastructure layer.
Platforms enabling scalable, low-latency, and cost-effective model serving are becoming the critical control
points in the Al stack.

MANAGED SERVICES LAYER INFRASTRUCTURE LAYER
DEVELOPER EXPERIENCE OPERATIONAL EFFICIENCY
« Managed Inference: Serverless APl endpoints for production £ Autoscaling: Zero-to-N concurrency handling & scale-down
LLMs . . . . .
GPU Orchestration: Dynamic routing and multi-region
B Model Catalogs: Curated hubs for discovery and fine-tuning failover
¥ Versioning & Deployment: Integrated CI/CD pipelines for Al Cold-Start Optimization: Reducing latency for scale-up
events
"Abstracting infrastructure complexity to accelerate time-to-market."” "Maximizing hardware utilization and performance per dollar.”
PERFORMANCE (LATENCY) COST EFFICIENCY (TCO) SECURITY & GOVERNANCE
Critical focus on Time to First Token (TTFT) and Shift from fixed GPU provisioning to usage-based pricing. Enterprise requirements for data residency, VPC peering,
throughput. Platforms guaranteeing p95 latency under Quantization and batching optimizations are key to and audit logs are driving adoption of managed hosting

load command enterprise premiums. sustainable unit economics. over raw infrastructure.



Model Hosting Market Overview — 2026 is Inference

WINDSOR DRAKE

2026 marks the inflection point where inference spend overtakes training. Demand is shifting from heavy training clusters to efficient,

distributed serving infrastructure for multi-model workloads.

Compute Spend Shift: Training vs. Inference (2022-2027E)

Global Spend (3B)
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# Training Spenddk Inference Sper

2026E 2027E

= Serverless & Spot Markets

Explosion of abstract compute layers allowing utilization
of excess capacity, driving down unit costs for bursty
workloads.

7% Quantization at Scale

Aggressive compression (INT8/4) enabling production-
grade inference on commodity GPUs, expanding edge
deployment.

o2 Smart Orchestration

Routing layers dynamically selecting models and
endpoints based on real-time latency, cost, and
accuracy SLAs.

4 Low-Latency Edge

Shift to local and edge inference for privacy-sensitive
and real-time applications, reducing cloud egress
dependency.



Platform Comparison: Model Hosting Leaders

Hugging Face

The "GitHub of Al" dominates ecosystem mindshare with massive
model catalog integration. Valuation reflects platform lock-in potential
despite lower compute margins than pure infrastructure plays.

Replicate

Usage-based API leader focusing on developer simplicity ("one line
of code"). Strong adoption for image/video generation workloads.
Gross margins improving via cold-boot optimizations.

Modal

Infrastructure-as-code approach targeting sophisticated ML
engineering teams. High technical moat around container startup
times and custom runtime environments.

Banana | GPU API |

Cost-efficient serverless GPU inference. Focuses on scaling
economics for startups, leveraging spot instances and aggressive
autoscaling to compete on price/performance.
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Technical Benchmarking Drivers

API BREADTH & INTEGRATION

Hugging Face leads with native transformers library integration;
Replicate excels in standardized API surfaces for diverse models.

COLD-START PERFORMANCE
Banana / Modal D
Legacy Clouds G

Specialized runtimes achieve sub-second cold starts vs. minutes on standard
cloud.

TELEMETRY & OBSERVABILITY

Key enterprise differentiator. Modal provides granular per-function
tracing; Replicate offers simplified dashboarding for usage
attribution.

ENTERPRISE SECURITY

SOC2 and VPC peering capabilities command 20-30% pricing
premiums. Critical for financial/healthcare vertical adoption.



Inference Unit Economics: COGS & Efficiency

Compute COGS Stack Breakdown (Cost Composition)

@ GPU-Hours (Compute
@ Memory Bandwidth
@ storage 1/0

Egress Fees

Orchestration Overhe;
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Efficiency Levers & Margin Impact

Model Optimization Levers

Techniques reducing compute intensity and memory footprint to
lower cost per token.

Quantization (INT8/4): 2-4x memory reduction
Distillation: Smaller student models

KV-Caching: Reuse attention computations

Infrastructure Levers

Operational strategies to maximize hardware utilization and
minimize idle costs.

Batching/Token Streaming: High throughput

Spot Capacity: 60-80% cost savings



Managed vs. Open-Source Models: Valuation Read- ™"~

Through

MANAGED MODELS (PROPRIETARY/SAAS)
High-Velocity Deployment

Managed endpoints (OpenAl, Anthropic, Cohere) offer
immediate scalability and SLAs, driving faster time-to-
production for enterprises. Integrated telemetry and
"batteries-included" safety tooling justify premium pricing.

Mid-High Revenue Multiples High NRR / Attach Rates

OPEN-SOURCE MODELS (LLAMA 3, MISTRAL)
Control & Portability

Enterprises choose self-hosted open weights for data privacy,
lower long-term TCO at scale, and fine-tuning flexibility. Value
capture shifts to the hosting infrastructure and governance
layer rather than the model IP itself.

Wider Adoption Funnel Monetization via Add-ons

Valuation & Strategic Implications

Revenue Quality: Managed

Investors reward the recurring predictability of managed APIs.
High switching costs (prompt engineering lock-in) create
defensible moats and >120% NRR profiles.

Enterprise Monetization: 0SS

Open-source entities monetize via "Enterprise Editions" offering
RBAC, SSO, and guaranteed support. Valuation anchors on
conversion rates from free-tier users to paid seats.

TCO Dynamics

At high volumes (>10M tokens/day), self-hosted OSS becomes
significantly cheaper than managed APIs, driving a "graduation"
behavior that infrastructure providers capitalize on.

Hybrid Reality

Most mature enterprises adopt a hybrid posture: Managed
models for prototyping/complex reasoning, and fine-tuned OSS

models for high-volume, specific tasks.



Infrastructure Unit Economics

Compute, storage, network — scaling dynamics and margin profiles

Compute
GPU-Heavy

Storage

Vector-Intensive

Network
Egress-Heavy

Key Cost Drivers

» GPU Utilization & Autoscaling Efficiency
« Inference Batching & Quantization
» Cold Start Latency vs. Reserved Capacity

Key Cost Drivers

 Hot vs. Cold Tiering (Memory vs. Disk/Object)
« Index Size & Dimensionality
» Replication Factor & Data Durability

Key Cost Drivers

 Egress Fees (Multi-Region/Multi-Cloud)
e Inter-AZ Data Transfer
o Content Delivery & Edge Caching

50-65%

Target GM

65-75%

Target GM

70-80%

Target GM
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Scaling Dynamics

Infrastructure costs scale non-linearly.
Proper architecture choices (serverless,
tiered storage) are critical to maintaining
margins as usage volume explodes.

Margin Impact

Compute remains the largest drag on gross
margins (50-65% range). Storage and
network layers offer better margin profiles
but require rigorous egress management.

Efficiency Levers

Quantization, model distillation, and spot
instance orchestration are the primary
technical levers to improve unit economics
and expand gross margins.



Compute Cost Analysis & Margin Profiles

Optimization of compute tenancy, storage tiering, and model compression drives infrastructure gross

margins toward 65%.

Gross Margin Sensitivity Analysis

Serverless API

Optimized Inference

Managed Hosting 455,

Raw GPLU Resale

0% 20%

B coGSs (Compute)

400

65% 25%

40% 60% 80% 100%

coGS (Storage/Netf} Gross Margin

{8 Compute Efficiency Levers
» Tenancy Mix: Multi-tenant isolation improves bin-packing
density vs. dedicated instances

» Autoscaling: Aggressive scale-down policies reduce idle
GPU burn

» Spot Usage: Opportunistic spot instance arbitrage for
batch/async workloads

» Quantization: INT8/FP8 precision doubles throughput per
GPU-hour

& Vector Storage Tiering

» Cold-Tiering: Offloading older/infrequent vectors to object
storage (S3)

» Index Compaction: PQ/SQ quantization reduces memory
footprint by 4x-8x

» Hybrid Retrieval: Fetching full vectors only for top-k
candidates

40-60% Savings

|~ Target Margin Profile

« Base Infrastructure: 35-45% GM (Hardware/Cloud Resale)
» Optimized PaaS: 50-65% GM (Software Value-Add)
» Value Drivers: Smart routing, caching, and model distillation

WINDSOR DRAKE



Scaling Dynamics & Efficiency Metrics WINDSOR DRAKE

Infrastructure valuation is increasingly tied to efficiency S-curves: as concurrency scales, platforms utilizing

batching, quantization, and edge offload demonstrate superior unit economics and latency profiles.
|~ Throughput vs. Latency Optimization Curve # TOKENS/SEC PER GPU
6,000 500 3,500+
450 Top-tier efficiency benchmark for H100s using
advanced batching (vLLM/TGI) compared to
5,000 i ~
400 baseline of ~1,200.
.
350
4000 [
o 00 ¢ & P95 LATENCY TARGET
0 ]
2 3,000 250 2 <25ms
= b=y
o = Critical threshold for real-time RAG applications;
200 = . . .
platforms maintaining this under high concurrency
2,000 command premiums.
150
.
100
1,000 [
2 E® COST PER 1M TOKENS
0 0 $0.15 - $0.40
1 5 10 20 40 80 160 320 Optimized inference COGS range vs. public API
Concurrency Level pricing; margin capture opportunity for efficient
@ Batching Efficiency (Tokens/Sec) [ p95 Latency (ms) - Optimized [ Latency Cap (SLO Limit) nfrastructure.
.




Infrastructure as Competitive Moat

The "Infrastructure Moat" Framework

Layered defensibility drivers for Al inirastructure platforms

( © Data Locality )
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Defensibility & Valuation Drivers

@

TCO Advantage & Efficiency

Platforms delivering >30% compute cost
reduction via optimization/quantization create
hard economic lock-in that overrides pure
feature parity.

Regulatory & Enterprise Certification

SOC2, HIPAA, FedRAMP, and sovereign cloud
deployments act as high-barrier entry moats
against lighter-weight competitors and OSS
alternatives.

Adjacent Service Lock-in

Integration of vector storage, inference, and
observability creates compound stickiness;
telemetry data scale improves model
performance over time.



Valuation Comparables & Transaction

Benchmarks

EV/Revenue guideposts indicate Vector DBs command 6-11x premiums driven by data gravity, while Model
Hosting ranges 4-9x based on efficiency and attach rates.

Category

Vector Databases

Model Hosting /
Inference

Observability & Data
Ops

Traditional Data Infra

EV/Revenue

6.0x -
11.0x

4.0x - 9.0x

6.0x -
10.0x

4.0x -7.0x

Key Drivers

Data gravity, RAG
stickiness,
Enterprise
governance

Throughput
efficiency,
Developer
velocity,
Autoscaling

Telemetry scale,
Al-specific
monitoring, Root
cause

Migration friction,
Volume-based
pricing, Stability

Notable Comps

Pinecone,
Weaviate, Qdrant

Hugging Face,
Replicate, Modal

Arize Al,
WhyLabs,
Honeycomb

MongoDB, Elastic,
Snowflake

.
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|~ Valuation Read-Through

Premium Band Drivers (Upper Quartile)

Assets demonstrating low-latency p95 performance
(<20ms), high throughput tokens/sec, and strong Net
Revenue Retention (>120%) via expansion command top-tier
multiples.

Mid-Range Drivers (Median)

Platforms with solid developer adoption but standard
efficiency metrics. Value anchored by ecosystem
integrations and ease of use rather than pure technical
superiority.

Discount Factors (Lower Quartile)

Services-heavy revenue mix (>30%), high compute COGS
dragging gross margins below 50%, or lack of enterprise-
grade security/compliance features.



Investment Themes & 2026 Outlook
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Four primary drivers shaping capital allocation in Al infrastructure, emphasizing cost discipline
and enterprise-grade deployment.

«

Vector Cost Optimization

Shift from raw performance to TCO. Focus on tiered storage
(hot/cold), index compaction, and recall-aware tiering to manage
billion-scale vector costs.

Inference Efficiency

Quantization (INT8/4), specialized compilers, and kernel
optimizations driving down cost-per-token. Efficiency becomes
the primary valuation lever for hosting platforms.

Data Privacy & Locality

Sovereign clouds and VPC deployments gaining premiums.
Enterprise buyers demand strict data residency controls and
private link connectivity for inference endpoints.

Hybrid & Edge Serving

Bifurcation of workloads: massive models in cloud clusters vs.
distilled SLMs on edge devices. Infrastructure supporting hybrid
orchestration captures high-value industrial use cases.

2026 Strategic Outlook

MARKET STRUCTURE

Continued bifurcation: Pure-play performance engines vs.
integrated enterprise platforms. Mid-market generalists face
consolidation pressure.

WINNING PROFILE

Platforms that marry technical efficiency (lowest cost/token)
with enterprise-grade SLAs, observability depth, and robust
ecosystem integrations.

"The next wave of value capture belongs to infrastructure that
turns model intelligence into reliable, cost-predictable enterprise
services."




Strategic Recommendations — Builders & Buyers WINDSOR DRAKE

1. Builders: Technical Optimization

Relentlessly optimize cost-per-token and p95 latency.
Technical efficiency is the primary driver of valuation
premiums and competitive differentiation in 2026.

2. Builders: Feature Expansion

Move beyond raw inference by expanding managed features
and offering multi-cloud or sovereign deployment options to
widen the enterprise TAM.

3. Builders: Commercial Evidence

Prove ecosystem lock-in by evidencing strong Net Revenue
Retention (NRR) and service attach-rate lift to justify upper-
quartile multiples.

Buyer & Investor Diligence Priorities

Technical Validation

Telemetry & Scale: Diligence historical telemetry scale and SLO
adherence.

Performance Audit: Verify p95 latency and autoscaling behavior
under load.

Financial & Supply Resilience

TCO Roadmap: Validate cost projections against hardware
deflation curves.

Supply Security: Ensure contract flexibility for potential GPU
supply shocks.

Governance & Risk

Compliance: Scrutinize data governance frameworks and
sovereign capabilities.

Lock-in Analysis: Assess proprietary API stickiness vs. open

standard risks.
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FAQ: Al Infrastructure Valuation Q12026

What are typical valuation multiples for Al infrastructure?
Valuation Multiples & Premium Drivers
P Vector DBs currently command 6-11x EV/Revenue, reflecting their role as critical
EV/Revenue Multiple Ranges (x) RAG infrastructure. Model hosting platforms trade at 4-9x EV/Revenue,
12 depending on margin profile and efficiency metrics.
10 What are the key premium valuation drivers?
Throughput (tokens/sec) and latency (p95) are top technical metrics. Business
8 drivers include Net Revenue Retention (NRR), enterprise SLAs, data locality
£ compliance, and ecosystem lock-in.
=
= What are the biggest cost levers affecting margins?
4
Compute efficiency is paramount. Major levers include quantization, efficient
5 batching, tiered storage strategies for vector data, and optimized autoscaling
utilization to minimize idle GPU costs.
l:l . .
Vector DBs Model Hosting Data/Obs Adj. How does Open Source vs. Managed impact valuation?
Open Source (OSS) drives wide adoption funnels but lower direct monetization
initially. Managed services capture enterprise dollars, commanding higher
multiples due to recurring revenue quality and sticky workflows.
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Key Takeaways

Infrastructure Outlook

(«

Efficiency is Value

Technical efficiency metrics—specifically tokens/sec, latency, and resource utilization—directly drive valuation
multiples. High-performance infrastructure commands premium pricing in the 2026 market.

Vector DB Maturation

Vector databases are maturing into comprehensive enterprise data platforms. The shift to serverless models is
significantly expanding the Total Addressable Market (TAM) by lowering adoption barriers.

Platform Winners

Inference platforms win through reliability, robust telemetry, and ecosystem lock-in. Winners provide seamless
scaling and enterprise-grade observability that justify long-term commitments.

2026 Outlook

The 2026 market places a distinct premium on efficient, enterprise-ready, and compliant infrastructure.
Governance, data locality, and TCO optimization are now critical valuation drivers.



