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Executive Summary

Key Findings — Q4 2025

Market Leadership Shift

Enterprise Usage Share Previous Leader
32% 25%
Anthropic (Leader) OpenAl

Financial Momentum:

Doubling Spend: Enterprise LLM API spend surged from $3.5B to
$3.5B to $8.4B in just 6 months

Premium Valuations: Al Infrastructure & Platforms
commanding 20x+ revenue multiples

Agentic Growth: Agentic Al market projected to grow at ~150% CAGR
through 2028
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Market Landscape

LLM providers Enterprise adoption  Business models
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LLM Providers — Enterprise Share and Momentum

Enterprise Usage Market Share (Q4 2025)

&

@ Anthropic (32%)
@ Openal (25%)
@ Google (20%)
@ eta Llama (9%)
@ Deepseek (1%)

Others (13%)

Anthropic overtakes OpenAl in enterprise adoption

LEADERSHIP DRIVER {f}

Code Gen

Claude captures 42% of code generation market share,
establishing itself as the developer's choice and "first killer
app" for enterprise Al.

VENDOR STICKINESS U
66%

Enterprises rarely switch vendors (11% switch rate). Instead,
66% upgrade to newer models within their existing provider
ecosystem.

Rapid Upgrade Cycles

Performance trumps price in the enterprise. Builders migrate to
frontier models within weeks of release (e.g., 45% adoption within
1 month), prioritizing capability over cost savings despite 10x
price drops in older models.



Enterprise Adoption & Spend Scaling Fast

6 5 % A vs 33% (2023)

Enterprise Adoption Rate

Organizations now regularly using
Generative Al in production workflows,
moving beyond initial pilot phases.

Shift from Training to Inference
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Startups

Compute Budget Allocation (2025)
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$ 8 .4 B A 2.4x Growth 74 % A Inference Share

LLM API Annual Spend

Startup Compute Mix

Surged from $3.5B just 6 months ago, Compute budget allocation shifting heavily
driven by high-volume enterprise contracts to inference vs. training as applications

and production scaling.

Enterprises

scale user bases.

Key Drivers of Scale

Production Reality: Enterprises moving workloads out of innovation labs into
labs into core business processes (customer support, coding, content).
content).

Volume > Variety: Spend growth driven by higher APl volume on proven models
proven models rather than experimentation across many models.

Startup Maturity: Al-native startups transitioning from model fine-tuning
tuning (training costs) to user acquisition and service delivery (inference costs).
(inference costs).



Open-Source vs Closed-Source — WINDSOR DRAKE
Performance and Risk

Key Drivers for Closed-Source Dominance

Frontier Performance Gap:
Closed models maintain a consistent 9-12 month lead in reasoning
and agentic capabilities

Deployment Complexity:
High TCO for self-hosting (engineering + compute) outweighs
license savings for most enterprises

Data Governance & Risk:
Enterprise preference for indemnification and established vendor

SLAs over community support

87%

Closed-Source

When Open-Source Wins

Customization: Specific domain fine-tuning or model architecture
architecture modification requirements

Data Sovereignty: Strict regulatory requirements mandating
mandating full data control and zero third-party transmission
transmission

. Closed-Source (Frontier Models) . Open-Source (Llama, Mistral, etc.)

Enterprise Workload Share ) o )
Private Cloud/Edge: Deployments in air-gapped environments or

Open-source share decreased from 19% to 13% YoY environments or edge devices with latency constraints
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Where Value Shows Up Today — Use Cases That Scale

IMMEDIATE ROI DRIVERS EMERGING ARCHITECTURES

E Knowledge Management & RAG

¢/> Code Generation & DX _ o o .
Retrieval-Augmented Generation with strict citations. Critical for

The first "killer app" for Generative Al driving Critica_l for enterprise trust, compliance, and reducing
measurable productivity gains. hallucinations.
42(y Market Share

0 (Claude) |ﬂ| Agentic Workflows

Moving beyond chat to action. Multi-step autonomous agents
agents operating in defined domains (e.g., SDR outreach, invoice

@ Customer Support Deflection invoice processing).

High-volume automation resolving Tier-1 tickets. Focus on
on reduced handle times and improved CSAT via instant
responses.

@ Adoption Insight

4 Analytics & BI Embedded > Standalone

Natural Language to SQL (NL-to-SQL) democratizing data access.
data access. Automated reporting reduces analyst backlog.
backlog.

Users overwhelmingly prefer Al capabilities embedded within
their existing SaaS workflows (e.g., Salesforce, Microsoft Copilot)
rather than switching to standalone Al tools. Distribution wins.
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Business Models & Economics

Revenue models  Token economics Pricing patterns



Revenue Models & Economics

Consumer Subscriptions (B2C)

Standard Pricing Anchor:
$20 / month

Established industry standard for "Pro" tiers (e.g.,
ChatGPT Plus, Claude Pro, Gemini Advanced)

Free-to-Paid Conversion:
3% — 5%

Conversion rate from massive free user bases to paid
subscriptions

Key Dynamics:

Product-Led Growth (PLG): Consumer adoption serves as the primary funnel
for enterprise lead generation.

Feature Gating: Monetization driven by usage limits (rate limits), priority
priority access during peak times, and early access to new models.
models.

WINDSOR DRAKE

Enterprise & API (B2B)

Revenue Contribution:
70% — 75%

Enterprise contracts dominate the revenue mix for market
leaders (OpenAl, Anthropic)

API Pricing Spectrum:
$0.15 — $75.00 per 1M tokens

Wide variance based on capability (High-efficiency flash
models vs. Reasoning-heavy frontier models)

Monetization Strategy:

Ecosystem Integration: Revenue multipliers via embedded copilots and
partner marketplaces (e.g., Salesforce, Microsoft).

Enterprise Premiums: Charging for data privacy (zero retention),
retention), SLA guarantees, and dedicated compute instances.
instances.



Token Economics & Cost Curves

Unit Cost vs. Value Dynamics

We project a 10-100x decline in unit costs over the next 3-5 years, driven by
hardware efficiency (next-gen GPUs) and algorithmic distillation. However, market
pricing does not follow a linear downward trend.

(Dunit inference Cost (Log Scale] (C)Model Capahility Value

Relative Cost Index
L
[=
gald |

= 2025 2028 2027 2028

The Performance > Price Dynamic

Buyers prioritize frontier capabilities over commodity pricing. For complex
complex enterprise workflows (reasoning, coding), accuracy is paramount,
paramount, sustaining premium pricing for top-tier models despite
underlying cost reductions.
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Valuation & Strategic Levers

Optimization Strategies for Platforms:

Intelligent Routing: Dynamically routing simpler queries to smaller, cheaper
models (e.g., Haiku/Flash) while reserving frontier models for complex
reasoning.

Context Caching: Reducing latency and cost by up to 90% for repetitive
prompt structures.

KEY VALUATION METRIC ~

5-7x EV / Funding

A healthy ratio correlating with long-term durability. Companies below 3x are
below 3x are often over-capitalized relative to traction, while >10x indicates
indicates hyper-efficiency.

WHY PRICES DON'T FALL

Despite plummeting inference costs, Jevons Paradox applies: increased efficiency leads

efficiency leads to more complex consumption. Savings are reinvested into "Agentic"
"Agentic" workflows that require 10x more tokens per task (looping, reasoning,
reasoning, verifying), keeping total contract values high.
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Pricing and Packaging Patterns

Tiered API Models: Pricing segmented by model capability (intelligence), context window size, and latency
SLAs. Lower tiers optimize for speed/cost (chatbots), while upper tiers charge for reasoning depth.

Example: Anthropic's Haiku (Speed) vs. Sonnet (Balance) vs. Opus (Intelligence) tiers; OpenAl's GPT-40 vs. GPT-40-mini
pricing spread.

Enterprise-Grade SKUs: High-margin seat-based or volume licensing that monetizes non-functional
requirements: Zero-data retention, SSO/SAML, SOC2 compliance, and dedicated throughput.

Example: ChatGPT Enterprise & Claude for Work (Seat-based + Admin controls); Azure OpenAl Provisioned Throughput Units
(PTUs).

Hybrid Consumption Contracts: Moving beyond pure pay-as-you-go. Enterprise agreements now feature
"Committed Spend” minimums to lock in discounted rates, with steep overage bands for burst usage.

Example: Discounted token rates for annual commit >S100k; Overage charged at standard list price.

Premium Reasoning & Agentic Tiers: A new pricing vector emerging in late 2025. Charging a premium (3-5x)
for "thinking tokens" (Chain of Thought) or autonomous agent loops that execute multi-step tools.

Example: OpenAl o1-preview pricing (Reasoning tokens) vs. standard output tokens; Agent-specific APl endpoints.
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Valuation Framework

Multiples by subsector  Stage-based dynamics  Key drivers
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Multiples by Subsector — Who Earns the Premium

Revenue multiple spectrum across the Generative Al stack (Q4 2025)

%frastructure & Foundation models, specialized compute, vector databases, 20x+

and core inference layers. High barriers to entry and massive
Platforms ecosystem dependency.

EV / REVENUE

. LLM Ops, data preparation middleware, observability tools, 1 1
4§ Data Intelllgence & GenAland governance platforms. Critical tooling for enterprise 7X - x

deployment.

EV / REVENUE

. . Domain-specific applications (Legal, Health, Marketing), coding 1 1 2
[} Applled Vertical Al copli<lots, and workflow automation. Value driven by workflow x - x
stickiness.
EV / REVENUE



Stage-Based Valuations — Plateau Beyond Series B WIRDBORDRAKE

Valuation multiples peak at Series B (~32.8x) as growth expectations maximize, then compress at Series C (~27.9x) as investors shift focus to unit economics and
durability.

Stage Median Val (SM) Raise ($M) Multiple (x)
Valuation Scale vs. Multiple Compression Pre-Seed $3.6 $0.5 ~
Oﬂev Multiple {x) O:‘Aedian ‘-.faluatialliéi.’ﬂ] Seed $10.0 $3.0 19.6x
Series A $45.7 $12.0 31.9x
35
Series B $366.5 $28.0 32.8x (Peak)
30x%
\O Series C $795.2 $56.0 27.9x
25% o
o Late Stage Var. Var. 21.0x - 28.0x
g
=
11
5 B400 20 g
5 E: The "Series B Peak"
2
15x = Multiples hit their ceiling at Series B as companies prove product-market
fit but haven't yet faced the massive scale inefficiencies that compress
margins at later stages.
10x
Bx Quality Premium Persists
While average early-stage premiums compress, "Quality" late-stage assets
; . — | ' 0x (high retention, clear data moat) maintain 21-28x multiples, significantly
Pre-Seed Seed Series A Series B Serles C above historical SaaS averages.
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What Moves Valuation Multiples?

PREMIUM DRIVERS (Multiples W OPERATIONAL EXCELLENCE
~ Ex ansion)
P @ Proprietary data moats & vertical-specific models

@Production lineage & data rights clarity (IP defensibility) U et ot - g
sage-based pricing with contracted minimums

@Cohort Net Revenue Retention (NRR) >120% in enterprise _ _ _
©@Clear ROI metrics (e.g., time saved, revenue lift)

©Gross margin >75% (after model costs) with path to 80% _ _
@Enterprise-grade security & governance (SOC2, ISO)

°High attach rates (25-40%+) proving platform value

©@Proven migration toolkits lowering switching friction

“ DISCOUNT FACTORS (Multiples A STRUCTURAL RISKS
Contractlon) ®Commoditized model wrappers with no IP
O®Unknown data sources or weak consent trails ®High churn in SMB segment (>20% annual)
ONoisy usage patterns with unpredictable seasonal spikes ©Dependency on single foundation model provider
OUncontrolled cloud bills without leverage plans ORegulatory exposure in sensitive verticals

O Shelfware risk in catalog/lineage tools
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Benchmarking

Public & private comps  KPlI benchmarks  Performance thresholds



Public & Private Valuation Benchmarks WINDSOR DRAKE

Comparative analysis of leading Generative Al platforms and infrastructure players (Q4 2025 Estimates)

Company Type EV (SB) Rev ($B) EV/Rev Gross Margin NRR Rule of 40

LATE-STAGE PRIVATE LEADERS

OpenAl LLM Platform $150.0 $12.7 11.8x 65% 145% 55

Anthropic LLM Platform $45.0 $2.1 21.4x 72% 138% 48

Databricks Data Infra $62.0 $2.8 22.1x 78% 132% 50
PUBLIC COMPARABLES

Palantir (AIP) GenAl App $85.2 $3.2 26.6x 82% 124% 58

Snowflake Data Infra §72.5 $3.8 19.1x 76% 128% 42

Datadog Infra/Obs $58.4 $2.9 20.1x 81% 118% 45

C3.ai Enterprise Al S4.2 $S0.4 10.5x 58% 108% -15
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KPI Benchmarks Tied to Valuation Premiums

COHORT NRR (ENTERPRISE)

>120% .....

Premium Indicator: Signals strong product stickiness and expansion
revenue within large accounts. Essential for >20x valuations.

PAYBACK PERIOD

<12 Mo .....

Enterprise Efficiency: Rapid time-to-value proving strong ROI. Short
payback cycles justify higher burn for aggressive acquisition.

GROSS MARGIN (ADJ.)

>75% ...

After Model Costs: Demonstrates a clear path to 80% software margins
margins despite heavy inference loads. Differentiates platforms from
platforms from wrappers.

INFERENCE COST TREND

Declining ...

Unit Economics: Cost per unit of output must show clear
downward trajectory via optimization, caching, and model routing
strategies.
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Case Studies

LLM platform Enterprise GenAlapp  Agentic Al platform



Case Study 1 — Enterprise LLM Platform

"Governance-First" positioning driving premium valuations in secondary markets

Company Profile Performance Metrics (Q4 '25)

Value Proposition

(o)
A safety-centric foundation model provider 128 A)
180%

provider designed specifically for regulated e

regulated |'n'dustr|es (Finance, Healthcare, RETENTION YOY ENTERPRISE ARR

Legal). Positioned as the "steerable and _

auditable" alternative to black-box consumer Top decile for usage-based SRR T
models

consumer LLMs.

Product Mix
& Enterprise API (Usage-based)

22 Workbench Subscriptions (Saa$)
(1)
78% 34%
Target Customer ATTACH RATE
GROSS MARGIN

Enterprise governance
features

Fortune 500 CTOs requiring SOC2 Type II, HIPAA After model inference costs
compliance, and Zero-Data Retention
guarantees.
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Valuation & Strategic Drivers

12x - 14x

EV / REVENUE (SECONDARY)

Premium vs. 6-8x SaaS Avg

VALUE CREATION LEVERS

Governance Moat: Winning deals on "auditability" rather
than just raw benchmark performance.

Migration Toolkit: Proprietary tools to port prompts from
competitor models reduced switching friction.

Ecosystem Bundles: Deep integration with cloud hyperscalers
(AWS/GCP) drove 40% of pipeline.
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Case Study 2 — Enterprise GenAl Copilot

Workflow-embedded assistant driving productivity gains and high retention

Company Profile Performance Metrics (Q4 '25) Valuation & Strategic Drivers

Product Focus 8X - IOX

Workflow-embedded Al assistant specifically +28‘y 9 M (0] EV / REVENUE (ACQUISITION)
specifically designed for sales and service (o)

service teams. Deeply integrated directly into SUPPORT DEFLECTION PAYBACK PERIOD Strategic M&A Premium
directly into Salesforce and Microsoft

. . Verified ticket reduction rate High efficiency enterprise sales
Dynamlcs environments.
VALUE CREATION LEVERS
Core Capability
Embedded Distribution: Zero-friction adoption via existing
& Native CRM Integration CRM marketplaces and seamless Ul integration.

@ Context-Aware Suggestions
Verified ROI: Proven +35% sales productivity lift backed by

Strategic Fit 1 18% <4% rigorous customer case studies.

NET REVENUE

RETENTION ANNUAL CHURN Trust Architecture: RAG implementation with direct source

Delivers immediate "in-the-flow" productivity citations solved hallucination concerns.
without requiring users to switch contexts or Driven by seat expansion

learn new interfaces.

Sticky workflow integration




Case Study 3 — Agentic Al Platform

Autonomous workflows with human-in-the-loop oversight driving operational efficiency

Company Profile

Value Proposition

Deterministic multi-step agentic workflows for
workflows for support and operations.
Features human-in-the-loop oversight to

to ensure accuracy in high-stakes tasks.

Core Workflows
& Ticket Triage & Resolution
B Quote-to-Cash Automation

£ Data Cleanup Agents

Scale

120+ Enterprise logos leveraging
autonomous agents for back-office ops.
ops.

Performance Metrics (Q4 '25)

-35%
MTTR REDUCTION

Faster support resolution

87%

WORKFLOW
COMPLETION

Fully autonomous rate

+40pp

AUTOMATION COVERAGE

Increased from 15% to 55%

125%

NET REVENUE
RETENTION

Driven by agent expansion

WINDSOR DRAKE

Valuation & Strategic Drivers

10x - 12x

EV / REVENUE (LATE STAGE)

High-growth Agentic Premium

VALUE CREATION LEVERS

Integration Ecosystem: 40+ pre-built connectors enabled
rapid deployment into legacy stacks.

Deterministic Guardrails: Verification layers prioritize
accuracy over probability for business logic.

Feedback Loops: Iterative improvement cycles and
comprehensive audit trails for compliance.
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Strategic Implications & Outlook

Recommendations 2026 scenarios Risk factors
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Strategic Recommendations by Stakeholder

Strategic Acquirers Private Equity Founders/Targets
Buy governance capability and lineage Pursue "platformability" with a shared Tighten data rights and provenance
tools rather than just raw tech stacks data plane across portfolio assets documentation immediately
Plan model cost curves and optimization Sequence value creation: Governance Ship production audit trails to demonstrate
early to protect post-close margins — Observability — Pricing optimization enterprise readiness
Bundle services to drive immediate attach Standardize contracts to streamline Normalize metrics: Focus on cohort NRR
lift and cross-sell opportunities compliance and vendor management and Gross Margin after model costs
Reduce migration friction with specialized Build a tuck-in acquisition map for Price to land, expand to win; demonstrate
toolkits and partner ecosystems critical connectors and tooling gaps predictable expansion loops
Build integration SWAT teams to handle Prepare a clean diligence room with ready

data/security alignment day-one access to logs and usage data
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2026 Outlook: Scenarios & Watchlist

Volume & Quality Expectations: Deal volume expected to remain steady, but the "quality premium" will persist; capital will
concentrate on assets demonstrating proven retention, governance, and path to profitability.

Agentic Al Scaling: Shift from chat interfaces to autonomous agents in defined workflows (Customer Support, ITOps, Code
Generation); expect rapid valuation growth for platforms proving "human-in-the-loop" efficiency gains.

Infrastructure Efficiency & Regional Growth:
Cost Pressure: Rising inference loads driving demand for efficiency products and specialized "FinOps for Al" tools.

APAC Acceleration: Projected as the fastest-growing region for GenAl platform adoption and localization.

Categories to Watch:

Data Contracts as Products Real-Time Governance & Lineage Vector Infra with Enterprise Controls

Key Market Dynamics Note: While token costs are projected to continue falling 10-100x over the next cycle, enterprise

buyers prioritize performance and reliability over price. Lowest-cost providers are not winning the premium enterprise
tiers.
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Risks & Diligence Checklist

Risk Factors to Watch Diligence Pack Must-Haves

Model provenance & IP clarity: Uncertainty around training data rights

and open-source license compliance.

DPAs & consent trails: Gaps in Data Processing
Agreements and user consent for Al training.

SOC2 / ISO compliance: Lack of formalized security frameworks
frameworks for Al workloads.

Auditability of decisions: inability to trace or explain model outputs
outputs (black box risk).

Burn rates: Unmanageable cloud infrastructure
commitments vs. revenue.

Lock-in: High migration complexity due to proprietary vector
vector stores or model dependencies.

Shelfware verification: Discrepancy between sold licenses and actual
actual active usage.

Production logs & lineage: Verifiable data flow from ingestion
ingestion to inference.

Live model routing demo: Proof of orchestration
capabilities in real-time.

Cloud bills & savings plans: Detailed breakdown of inference
costs vs. reserved capacity.

Cohort-level expansion: Metrics showing NRR growth within
enterprise segments.

Customer ROl evidence: Case studies quantifying time savings or
revenue lift.

Security audit reports: Recent penetration tests and compliance
certificates.

Contract templates: Standard terms regarding data usage and
indemnification.
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