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New York Times 
explains more about AI 
than anything else I’ve 
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I made what might be 
the biggest call of my 

entire 25+ year career…



The AI Meltdown is 
here



The Ground Is Moving 
Beneath Our Feet



The money is moving 
out of AI.



Don’t be left holding the 
bag.



PIMCO seeing the 
AI Bubble writing 
on the wall..

Source: This Tweet

https://x.com/GaryMarcus/status/2115805415564873977


The bond offering 
delay would leave 
the banks holding 
the debt on their 
balance sheet 
longer than they 
originally planned,

Source: Bloomberg

https://www.bloomberg.com/news/articles/2026-10-28/banks-shelve-bond-sale-for-anthropic-tied-texas-data-center?taid=6ae295eaf24b6b00016cfa63&utm_campaign=trueanthem&utm_content=business&utm_medium=social&utm_source=twitter


Apollo's chief 
economist says the 
market has priced 
in an AI miracle - 
and it could tip the 
US into recession

Source: This Tweet

https://x.com/henrikhinai/status/2115566987422097612


My Take
For two years the hard limit on AI was 
physical, mostly power and grid 
connections. Now money is short too. 
Banks are close to the most they’ll lend to 
this sector, and some insurers that take on 
part of the risk say they’re already full.

Source: This Tweet

https://x.com/HedgieMarkets/status/2115505986504954244


Earnings are not 
reliable.

Source: Wall Street 
Journal

https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1
https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1


Token prices down

Source: Wall Street 
Journal

https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1
https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1


Revenue 
decelerating

Source: Wall Street 
Journal

https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1
https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1


Anthropic
Exit Liquidity



The meltdown has 
already begun



But the money has to go 
somewhere else...



We revealed the first 
canary in the coal mine 

of the AI boom in 
November 2025.

https://www.newconstructs.com/danger-zone-the-losers-in-the-ai-arms-race/


Oracle (ORCL) - “Loser” in the AI Race

In our November 2025 report, we named Oracle as a loser of the AI 
race. Since then, the stock is down 42%



Why so much concern?



$5.3 Trillion of Hidden Off-Balance-Sheet Debt



Growing Rapdily



Growing Rapidly



Growing Rapidly



This “hidden debt” is the kind of item 

that gets buried in footnotes - the 

exact place most investors, and 

frankly most analysts, never look. 



And it’s growing like a weed…
Of the AI companies in the top 25 of the S&P 500, hidden debt has increased 

from $623 billion in 2023 to $3.5 trillion over the TTM.



How big and how 

dangerous is this 

“hidden debt”?



Hidden debt exposure exceeds that of 
the 2008 Housing and Credit Default 

Swap (CDS) crisis. 



Pre-2008 CDS Market

Net Exposure: $2-3 trillion

The danger: systemic bank 
insolvency, liquidity freeze, 
global credit run

Current AI Commitments

Net Exposure: $3.5+ trillion

The danger: Equity market 
devaluation, tech sector 
earnings contraction, idle 
hardware depreciation

Compared to the Global Financial Crisis..



The risk today is largely an equity 
valuation and capital allocation story 
-not a systemic bank crisis. 



And the government cannot bailout 
and fill the hole of ~$4 trillion.



The investments simply will not 
produce enough earnings to pay the 
debt or justify the valuations of the 

stocks.



That’s an earnings problem.



Which begs the question. 

How much profit do the AI companies 

need to generate on their hidden 

debt?



To keep stock prices elevated, 

companies need to earn an adequate 

return on the trillions of dollars in 

hidden debt they’ve added to their 

balance sheets.



This required return is a hidden 

earnings expectation. 

Hidden capital needs to generate the 

same or better economic value or 

ROIC, or else why deploy it?



The required incremental profits are 

MASSIVE.

Companies in this analysis include companies in the top 25 (by market cap) of the S&P 500 companies that we consider AI or AI 

related companies.



Companies in this analysis include companies in the top 25 (by market cap) of the S&P 500 companies that we consider AI or AI 

related companies.



If the AI companies earn a lower ROIC on 

the hidden debt, then their AI 

investments are less profitable than their 

existing business. 



In which case, the stock market should 

reassess their value lower to align with a 

less profitable business model.



But Wall Street doesn’t want 

lower AI valuations…

At least not yet. 



$1 Billion+ in fees are on the line 

- with just the Anthropic and 

OpenAI IPOs. 



And they need time to offload 

bad investments, transfer risk, 

generate fees, and get 

institutional clients out of harm's 

way.



Earnings are not 
reliable.

Source: Wall Street 
Journal

https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1
https://www.wsj.com/finance/investing/anthropics-adjusted-profit-exposes-wall-streets-earnings-game-40cbcef1


1. Start at 0:57 to see the punchline
2. Wikipedia: Explanation for Inaccurate Ratings
3. S&P amazingly says no one should believe its ratings are 

independent and objective

It’s what Wall Street does best.

Case Study: “The Big Short” Movie Aligning with Reality

https://en.wikipedia.org/wiki/Credit_rating_agencies_and_the_subprime_crisis#Explanations_for_inaccurate_ratings
https://qz.com/101722/sp-amazingly-says-no-one-should-believe-its-ratings-are-independent-and-objective
https://qz.com/101722/sp-amazingly-says-no-one-should-believe-its-ratings-are-independent-and-objective
http://www.youtube.com/watch?v=9xZx1lf2tvs
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