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SUMMARY
The discussion centers around the implications of Al pricing and competition among major tech companies,
particularly in the context of IBM's recent struggles. Jamal, the guest, emphasizes the need for a sustainable pricing
model in the Al ecosystem, as companies grapple with the costs of advanced models while trying to maintain
profitability.
o The Al market is dominated by a few companies generating significant revenue, raising questions about
downstream profitability.
o Companies like OpenAl and Anthropic are facing challenges in pricing their AI models competitively.
o Jamal compares the pricing of Al models to otl, highlighting the disparity in costs among different providers.
o There is a concern that excessive operational spending on Al could lead to financial misses for public companies.
o The competitive landscape is shifting, with companies like Google and Meta releasing models that are
increasingly comparable to leading Al providers.
o Jamal notes that the early years of Al companies are under scrutiny, and their long-term viability is still
uncertain.
o The conversation touches on the need for a predictable business model in the face of fluctuating funding cycles
and market pressures.
o The importance of privacy and data retention in Al usage is highlighted, with a call for more transparency from

companies regarding data handling practices.

GO CRY IN YOUR BEER. ISN'T THAT YOUR BEER CRYING YOUR COFFEE. AND AND WE'RE GOING
TO GET TO TO CHAMATH. THANKS, STEPH. >> OKAY. OKAY. THANKS TO BRING IN OUR
SPECIAL GUEST THIS MORNING. HE IS SITTING ON SET WATCHING ALL OF THIS PLAY OUT.
HASN'T BEEN HERE IN A BIT AND WE'RE THRILLED TO HAVE HIM BACK. JAMAL IS HERE. HE'S
THE FOUNDER AND CEO OF SOCIAL CAPITAL, CEO OF 8090 AND HOST, OF COURSE OF THE
ALL IN PODCAST. AND MR.

SORKIN, YOU'RE WEARING YOU'RE WEARING A SUIT, NO LESS FOR US. SO L. >> IT'S MY ENTIRE.
>> JOB IS SELLING ENTERPRISE SOFTWARE. THAT'S WHAT I DO. >> THAT'S WHAT YOU DO. SO
ACTUALLY, BEFORE WE GET INTO ANYTHING AND I WANT TO GET INTO ALL WHAT'S
HAPPENING IN THE VALLEY, AI EVERYTHING GOING TO GO BACK IN TIME TALK SPACS
BECAUSE PEOPLE HAVE ASKED, I KNOW YOUR FAVORITE TOPICS, BUT BUT JUST YOUR TAKE
ON THE IBM SITUATION, TO THE EXTENT THAT YOU THINK IT HAS RAMIFICATIONS IN ANY
LARGER WAY, OR MAYBE IT'S JUST SPECIFIC TO IBM.


https://www.youtube.com/watch?v=lKIvyxpc2Xk

>>[ THINK THE THE THING THAT WE KNOW IS THERE ARE A HANDFUL OF COMPANIES THAT
ARE COMPOUNDING REVENUE, $1 BILLION A DAY. AND AT SOME POINT, THE DOWNSTREAM
ECOSYSTEM HAS TO MAKE MONEY AS WELL. AND THEN THE ULTIMATE BUYER OF THESE
TOKENS ALSO HAS TO MAKE MONEY. AND SO AT SOME POINT, THE QUESTION HAS TO BE
ASKED IF 2 OR 3 COMPANIES ARE GOING TO GENERATE TWO, THREE, $400 BILLION A YEAR,
AND IT'S DOUBLING AND TRIPLING EVERY YEAR, WHERE IS THE REST OF THIS MONEY GOING
TO BE MADE, AND WHO IS IMPLEMENTING IT IN SUCH A WAY WHERE THESE PROFITS ARE TO
BE HAD? AND I THINK YOU'RE STARTING TO SEE A LITTLE BIT OF THE WHEELS COME OFF,
LIKE JUST AT A VERY BASIC LEVEL. IF YOU THINK AI IS LIKE OIL, LET'S JUST USE THIS
ANALOGY TO MAKE IT SIMPLE. A BARREL OF CRUDE IS WHAT, 86 BUCKS RIGHT NOW?

>> RIGHT NOW, UNFORTUNATELY, IT'S GONE UP. >> YES. NO, NO. WTI IS 80. WTI IS 8181. >>
OKAY. LET'S SAY A BARREL OF INTELLIGENCE WHICH IS A MILLION TOKENS. OKAY. YOU CAN
BUY THAT BARREL FOR 26 BUCKS FROM ANTHROPIC A REALLY GOOD MODEL. YOU CAN BUY
IT FROM OPENAI FOR 26 BUCKS. ANTHROPIC'S LATEST MODEL COSTS YOU 56 BUCKS. ELON IS
SELLING YOU A BARREL OF INTELLIGENCE FOR A BUCK. ZUCK IS ABOUT TO SELL IT TO YOU
FOR A BUCK 50. DEMIS AND SUNDAR ARE TRYING TO SELL IT TO YOU FOR A DOLLAR. THE
CHINESE WILL SELL IT TO YOU FOR $0.50. SO THIS RATIONALIZATION HAS TO HAPPEN.

WE HAVE THE SAME INPUT THAT HAS THIS CRAZY COST. IF YOU'VE MADE A BET VERY EARLY
AROUND ONE OF THESE FOLKS THAT ARE SELLING EXTREMELY EXPENSIVE BARRELS OF
INTELLIGENCE, AND YOU TRY TO PASS THROUGH THE COST, YOU MAY RUN INTO SOME
DOWNSTREAM DIFFICULTY, AND THAT HAS TO PLAY ITSELF OUT. >> AND YOU THINK THAT'S
PLAYING ITSELF OUT IN THE IBM STORY, OR YOURE SAYING THAT'S JUST A BROADER. >>
THAT'S JUST A BROADER COMMENT. I THINK THAT ARVIND HE'S DONE A GREAT JOB. I MEAN,
LOOK, IT'S UNDENIABLE THE TRAJECTORY OF THE BUSINESS. AND HE'S BEEN ABLE TO PIVOT
IT AND ORIENT IT AROUND CLOUD. RIGHT.

AND [ THINK HE DESERVES A LOT OF CREDIT FOR THAT. BUT THE REALITY IS EVERYBODY
THAT'S IN THIS ECOSYSTEM, ME INCLUDED, WE'RE ALL STRUGGLING TO FIGURE OUT HOW
DO WE PRICE THIS STUFF SO THAT THE ULTIMATE BUYER IS MAKING MORE MONEY IS
GROWING FASTER? AND THAT IS STILL A QUESTION MARK. >> [ THINK YOU'RE GETTING TO A
POINT THAT ALEX KARP, WHO WAS JUST HERE ABOUT A WEEK AND A HALF AGO, WAS
MAKING ABOUT THE SORT OF TOKEN MAXING CONCEIT, WHICH IS THAT ACTUALLY SOME
OF THESE COMPANIES ARE THIS IS TO THE ANTHROPIC OPEN Al PIECE OF IT, WHERE YOU
HAVE CEOS, AND I'VE NOW TALKED TO THEM, TOO, WHO SAY THE MATH IS NOT MATH FOR
US.

>> THE THE CEOS AND CFOS, IN MY OPINION, PROBABLY HAVE NO IDEA HOW MUCH TOKEN
MAXING IS GOING ON INSIDE OF THEIR ORGANIZATIONS. I SUSPECT WHAT WILL HAPPEN IS
ONE DAY YOU'RE GOING TO HAVE A MIS AND EPS WILL BE OFF BY A FEW PENNIES, AND THE



CEO WILL SAY TO THE CFO, WHAT HAPPENED? WHERE DID ALL OF THIS INCREMENTAL OPEX
COME FROM? AND THEY'LL TRACE IT TO THE $50 BARREL OF INTELLIGENCE VERSUS THE $1
OR 50 CENT BARREL OF INTELLIGENCE? THAT HASN'T HAPPENED YET.

>> THIS IS INTERESTING. THERE'S A SOFTWARE STACK. WHAT IS ALSO INTERESTING. SO IT'S A
DOW COMPONENT, IBM. SO THE DOW IS DOWN 500 POINTS. JUST DO THE MATH 50 POINTS
TIMES WHATEVER THE DIVISOR IS. THE NASDAQ WAS UP MORE THAN 100. I'T IS STILL. SO I[F IT
IS A QUESTION MARK ABOUT TECHNOLOGY IN GENERAL, YOU'RE NOT SEEING IT YET IN THE
NASDAQ. AND THAT BIG 500 POINT DROP IN THE DOW IS BECAUSE. >> I THINK IN FAIRNESS,
THE NASDAQ HAS ALOT OF OTHER STUFF, WHICH IS.

>> I'T'S NOT SOFTWARE. >> ALL THE HARDWARE, ALL THE MEMORY, ALL THE CHIPS, THAT
ENTIRE COMPLEX IS STILL GOING TO MAKE A TON OF MONEY. RIGHT? THE QUESTION IS,
AGAIN, EVENTUALLY, RIGHT? IF YOU BUY OIL, YOU NEED TO PUT IT INTO A NEW ENGINE.
THAT ENGINE HAS TO MAKE YOU GO FASTER, RIGHT? IT HAS TO, BUT IT SOUNDS LIKE
YOU'RE. >> IT SOUNDS LIKE YOU'RE SUGGESTING THAT THE LLM COMPLEX AT THE HIGH
END, WHICH BASICALLY IS ANTHROPIC AND OPENAI IN TERMS OF THE PRICING OF
WHATEVER THAT IS AND THAT'S STILL IN THE PRIVATE MARKETS, IS GOING TO BREAK. IS
THAT WHAT YOU'RE TRYING TO.

>> [ THINK THAT'S WHAT YOU'RE TRYING TO GET ME TO SUGGEST. >> NO NO NO NO. >> LET
ME BE VERY CLEAR. THE HARDWARE AND MEMORY COMPLEX IS GOING TO RUN FOR
ANOTHER COUPLE OF YEARS, BECAUSE THERE ARE ENORMOUS CONSTRAINTS IN THAT
ECOSYSTEM. SO THERE'S TREMENDOUS SCARCITY. THOSE THINGS ARE GOING TO CONTINUE
TO DO WELL. NASDAQ WILL PROBABLY OVERPERFORM THE S&P. OKAY. IF YOU LOOK AT THE
ONLY OTHER POCKET WHERE THERE'S TRUE GROWTH, IT'S THE LLM COMPLEX;, AS YOU SAID.
[ DON'T KNOW WHAT THE LONG TERM VALUATION IS, BUT IF YOU SEE A BUNCH OF PUBLIC
COMPANIES IN THE NEXT FEW QUARTERS MISS BECAUSE OF AN OPEX MISS. RIGHT. AND
THEY TRACED THAT BACK TO RUNAWAY SPENDING THAT THEY DIDN'T KNOW EXISTED
INSIDE OF THEIR ORGANIZATION. YOU'RE GOING TO TAKE A LITTLE BIT OF THE AIR OUT OF
THAT SPECIFIC.

>> OKAY. SO WE JUST TALKED ABOUT FOUR OF THE BIG MODEL MAKERS, MAYBE FIVE OF THE
MODEL MAKERS. WE'VE TALKED ABOUT OPENAI, ANTHROPIC. YOU MENTIONED GEMINI, WE
TALKED ABOUT GROK GROK, AND WE TALKED ABOUT META. YEAH. HOW DO YOU SEE THEM
ALL STACKING UP LONGER TERM? >> 1 THINK THAT YOU'RE SEEING A CONVERGENCE. IT USED
TO BE THE CASE THAT WHEN A MODEL DROPPED, IT WAS SO SUPERIOR TO EVERYTHING
ELSE. YOU'RE LIKE, OH MY GOD. WE WENT FROM KEROSENE TO JET A RIGHT TO JET FUEL. SO
OF COURSE I'M GOING TO GO TO JET FUEL. INSTEAD, I THINK THE ANALOGY NOW IS WE'VE
SEEN THE NTH VERSION OF THE IPHONE. WE'VE ALL KEPT UPGRADING TO IT. WE'RE STILL
USING IT FOR ROUGHLY THE SAME BEHAVIORS. MY ELBOW HURTS. WHAT SHOULD I DO? AND



YOU'RE WONDERING TO YOURSELF, WELL, WHY AM I SPENDING ALL OF THIS MONEY? AND I
THINK THAT'S WHERE WE ARE TODAY. SO IF YOU'RE GOING TO DIRECT ALL OF THIS
BEHAVIOR, WHY DON'T JUST SPEND $0.50 OR A DOLLAR? THAT'S A PRETTY RATIONAL
QUESTION.

>> BUT THEN THE QUESTION IS, IS THE META MODEL, FOR EXAMPLE, OR GROK AS GOOD AS
OR CLOSE ENOUGH OF A APPROXIMATION FOR WHATEVER YOU THINK YOU GET NEED TO
GET DONE USING. >> FOR MOST USE CASES. ANTHROPIC THE ANSWER IS A SCREAMING YES
FOR SOME VERY NARROW USE CASES, NO. BUT IN THOSE NARROW USE CASES, I WOULD SAY
SPEND THE $50 BARREL OF OIL, SPEND IT. IT MAKES SENSE IF YOU'RE A CYBERSECURITY
COMPANY, IF YOU'RE A PALO ALTO NETWORKS AND YOU CAN BOOK BILLIONS OF DOLLARS
OF MORE INCREMENTAL REVENUE BY LOCKING DOWN ALL THE INFRASTRUCTURE OF BIG
COMPANIES, USE FABER.

>> BUT THE FREAK OUT OVER THE WEEKEND, EVEN INSIDE OF ANTHROPIC, YOU KNOW, WE
TALKED ABOUT IT YESTERDAY MORNING. ANTHROPIC, AS YOU KNOW, WAS PLANNING TO
END THE SORT OF FREE USE OF FABLE FOR SOME OF THE PAID USERS, SORT OF END THAT
EXTENSION SO THAT YOU'D ACTUALLY HAVE TO UPGRADE OR PAY MORE TO GET ACCESS TO
AFFORD TO. AND THEN ALL OF A SUDDEN THEY SAY TO THEMSELVES. >> WE CAN'T AFFORD.
>> TO DO IT. WE CAN'T AFFORD TO DO IT. BECAUSE IF WE DO, PEOPLE WILL CANCEL THE
SUBSCRIPTION AND GO TO OPENAL

>> EXACTLY. AND THE OPENAI MODEL IS EXCELLENT. SOUL IS EXCELLENT, RIGHT? MYTHOS
FABLE. IT'S EXCELLENT WHEN YOU CAN USE IT. SO ALL OF THESE FOLKS ARE HITTING THE
SAME CONSTRAINT. THEY'RE MASSIVELY POWER CONSTRAINED. THEY'RE MASSIVELY DATA
CENTER CONSTRAINED. AND SO THEY ARE USAGE CONSTRAINED. MEANWHILE, THE GUYS
THAT HAVE ALL OF THAT CAPACITY, GOOGLE SPACE AND META ARE FINALLY GETTING
THEIR FOOTING. AND THEY'RE STARTING TO CONSISTENTLY RELEASE MODEL AFTER MODEL
AFTER MODEL. THAT'S 80 TO 95% AS GOOD. IT'S A VERY COMPLICATED DYNAMIC FOR THE
LEADING LABS.

>> DO YOU SEE A SHIFT, BY THE WAY? YOU KNOW, THERE WAS, YOU KNOW, FOR A LONG
TIME, OPENAI AND SAM WERE SORT OF UNDER A LOT OF FIRE. THERE WAS BIG QUESTIONS
ABOUT TRUST AND THE LIKE. AND BY THE WAY, MAYBE EVEN MORE QUESTIONS GIVEN THIS
APPLE SITUATION ON FRIDAY. BUT THERE SEEMS TO BE SOME THINGS TAKING PLACE ON
THE ANTHROPIC SIDE TOO. AND THIS MAYBE GETS TO THE ALEX CARPET AT ALL. BUT
PEOPLE WHO BELIEVE THAT EITHER THE SPENDING PART, THE MATH DOESN'T MAKE SENSE
OF WHAT'S HAPPENING, OR YOU LOOK AT THE FIGMA STORY, FOR EXAMPLE, OF THEM
GOING INTO DIFFERENT BUSINESSES.

>> REALLY CONCERNING. I MEAN, LOOK, LET'S BE CLEAR. THERE ARE THREE LEADERS OF LAB



COMPANIES WHO HAVE BEEN IN THE SPOTLIGHT FOR 20 YEARS. ELON, YOU'VE SEEN EVERY
FACET OF HIS PERSONALITY AND YOU CAN JUDGE OVER 20 YEARS OF BEHAVIOR. SUNDAR
AND DEMIS, 20 YEARS, ZUCK 20 YEARS. AND [ THINK THOSE FOLKS HAVE SHOWN THAT THEY
BASICALLY RUN A RELATIVELY STRAIGHTFORWARD, WELL-UNDERSTOOD BUSINESS, RIGHT?
THERE AREN'T ANY RUG PULLING SITUATIONS. MAYBE FACEBOOK HAS SOME IN THE PAST. |
THINK THEY'VE CLEANED THAT UP. OKAY.

BUT GOOGLE CERTAINLY NEVER HAS, AND ELON NEVER HAS. YOU MAY DISLIKE HIM FOR
OTHER THINGS. AND THEN ALL OF A SUDDEN YOU HAVE THESE TWO GUYS WHO ARE
INCREDIBLE ENTREPRENEURS, CLEARLY. BUT THE AMOUNT OF COLLECTIBLE DATA THAT
YOU CAN LOOK AT BEHAVIORAL INSTANCES WHERE THEY'VE HAD TO MAKE HARD
DECISIONS ARE STILL RELATIVELY LIMITED BECAUSE THERE ARE ONLY A FEW YEARS INTO
BEING THIS PUBLIC AND BEING THIS SCRUTINIZED. SO IF YOU LOOK AT THE FIRST FEW YEARS
OF FACEBOOK MESSY, I DON'T KNOW ABOUT GOOGLE. MAYBE THE FIRST FEW YEARS WE.

>> WOULD TALK ABOUT YOU. >> IN YOU'RE 20, YOU'RE 20 YEARS YOU'RE GOING TO GET TO
TALK ABOUT. >> [ MEAN, YOU KNOW, LIKE I, YOU KNOW, I WAS CARICATURED AS THE GUY AT
FACEBOOK THAT MADE EVERYBODY CRY. BUT THEN YOU LOOK BACK, IT'S A $2 TRILLION
COMPANY. SO THE TEARS ARE CROCODILE TEARS. >> CAN I JUST IBM IS SAYING THAT, YOU
KNOW, WE JUST MISSED A CLOSING A COUPLE OF BIG DEALS. THAT'S THEY ALWAYS SAY
THINGS LIKE THAT. BUT THIS IS INTERESTING. THE CLIENTS THAT THEY WERE TRYING TO
CLOSE WERE DISTRACTED BY INDUSTRY WIDE CYBERSECURITY CONCERNS AND THE STUFF
THAT THEY WERE.

>> [F YOU HAVE. >> YOU BELIEVE. >> THAT IF YOU HAVE SOMEBODY. >> NOW THEY'RE GOING
TO SAY THE WEATHER. >> WAS BAD. NO, ] HAVE A REAL ISSUE WITH THIS. AND I AND I'VE SAID
THIS A COUPLE TIMES, SO I'LL JUST SAY IT AGAIN. YOU CAN LOOK AT A GRAPH OF THE
FINANCING NEEDS OF THESE COMPANIES, RIGHT? AND YOU CAN PINPOINT WHEN THEY
OSCILLATE BETWEEN TWO DIFFERENT MESSAGES. MESSAGE ONE, WE'VE CREATED A SUPER
GOD, WHICH THEN THE VCS ARE LIKE LEMMINGS. THEY RUN AND THEY'RE LIKE, WELL, I
NEED TO BE ON THE RIGHT SIDE OF THE SUPER GOD. AND THEN THEY FLIP TO THE OTHER
TWO, WHICH IS, THIS IS A COMPLETE WEAPON.

LET'S SHUT THE WORLD DOWN. AND WHY DON'T YOU REGULATE EVERYTHING? THEY JUST
GO BACK AND FORTH. WE'VE HAD THIS GAME. NOW, THE PROBLEM IS, AT THE SCALE OF $1
TRILLION OF MARKET CAP, THAT GAME HAS THESE RIPPLE EFFECTS THAT TOUCH
EVERYBODY IN THE INDUSTRY. THIS IS WHY, BY THE WAY, I THINK WHAT ALEX KARP DID, HE
DESERVES A MEDAL. THIS IS AN INCREDIBLE HUMAN BEING WHO HAD THE COURAGE TO
COME HERE. EVERYBODY WATCHED THAT CLIP. ALL THESE S&P 500 CEOS CALLED ME AFTER
THAT CLIP SAYING, HELP ME INTERPRET THIS.



AND I'LL TELL YOU, HE WAS ON THE RIGHT SIDE OF HISTORY BECAUSE WHAT HE'S SHOWING
YOU IS THAT HOLD ON A SECOND. LIKE YOU NEED TO HAVE A MUCH MORE PREDICTABLE
WAY OF RUNNING YOUR BUSINESS. BECAUSE IF YOU ARE, YOU KNOW, BENDING TO THE
VICISSITUDES OF PRIVATE COMPANY FUNDING CYCLES OR PRIVATE COMPANIES DESIRE TO
NEED TO LIVE UP TO TRILLION DOLLAR VALUATIONS, YOU'RE TAKING A LEVEL OF RISK THAT
YOU PROBABLY DIDN'T KNOW YOU WERE TAKING. THAT'S A FAIR CRITIQUE. I THINK.

>> WE GOT TO TAKE A PAUSE FOR A SECOND. JUST ONE LAST QUESTION RELATED TO
BECAUSE IT'S ON THE ALEX KARP TOPIC, EFFECTIVELY WHAT HE'S SAYING IS THAT PALANTIR,
YOU ARE GOING TO NEED SOME KIND OF LAYER, THOUGH, IN THE MIDDLE. >> I BELIEVE
THAT TO. >> PARTIALLY TO PROTECT YOU. I MEAN, HE WAS ARGUING IN SOME WAYS FROM
THE LMS. ULTIMATELY. >> HERE'S THE THING. THE LMS DO A VERY GOOD JOB OF A VERY
SUPERFICIAL FORM OF PRIVACY CALLED ZERO DATA RETENTION.

THAT'S THE TERM THAT THEY USE. AND THEY SAY, ENABLE THIS, AND EVERYTHING'S HUNKY
DORY AND EVERYTHING'S OKAY. BUT WHEN YOU LOOK AT THE FINE PRINT, LET'S JUST SAY
JOE PUTS IN THE SECRET FORMULA FOR KENTUCKY FRIED CHICKEN INTO THE MODEL AND
SAY, HELP ME OPTIMIZE IT. THAT PART IS EASY. BUT THEN IF YOU LOOK AT A LITTLE THING,
LIKE IF HE JUST CLICKS THE LIKE BUTTON, IS THERE ANY GUARANTEE THAT THAT
INFORMATION IS NOT STORED SOMEHOW THAT HE LIKED THIS KIND OF A THING? AND THE
HONEST ANSWER TECHNICALLY IS NO, BECAUSE WE DON'T KNOW HOW TO DO THAT. THE
OTHER INTERESTING THING THAT I WOULD POINT OUT TO YOU IS THAT WHEN ALEX CAME
ON, I THINK HE SAID SOMETHING EXTREMELY LEGITIMATE. I THINK IT APPLIES TO
COMPANIES. IT ALSO APPLIES TO COUNTRIES. SO AT SOME POINT WE SHOULD TALK ABOUT
THIS. AND AT NO POINT DID ANTHROPIC SAY, YOU KNOW WHAT?

HE'S GOT IT TOTALLY WRONG. HERE'S THE EXACT TECHNICAL DETAILS. AND SO THERE'S
NOTHING TO SEE HERE. AND I THOUGHT TO MYSELF, WHY WOULDN'T YOU? THE MINUTE
AFTER THAT CLIP STARTED TO GO VIRAL, RIGHT. BE COMPLETELY SPECIFIC AND REPUDIATE
THE CLAIM. AND



