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Case Summary

Introduction

CoreWeave began its corporate life in 2017 as an Ethereum cryptocurrency miner but drastically
changed course when Ethereum switched from proof-of-work to proof-of-stake in 2022. This
transition significantly reduced the profitability of mining and forced the company to explore
new opportunities for its considerable GPU (graphics processing unit) infrastructure.
CoreWeave discovered the surging demand for artificial intelligence (Al) workloads—
particularly the intensive GPU-powered computing required to train and run large-scale Al
models—and pivoted to become a specialized cloud infrastructure provider. By late 2024, that
decision had propelled the firm to spectacular revenue growth, but also substantial losses,
culminating in a high-profile initial public offering (IPO) in early 2025.

From Crypto Mining to Al Infrastructure

CoreWeave’s pivot capitalized on a broader industry shift in late 2022, triggered by the
popularity of tools such as OpenAl’s ChatGPT. Al development required massive amounts of
GPU computing power, and CoreWeave already possessed a fleet of GPU units previously used
for mining cryptocurrency. In 2022, its revenue stood at roughly $15.8 million (mostly tied to
mining), and net income was a -$31 million loss. As demand for Al infrastructure grew, however,
CoreWeave’s revenues skyrocketed to $228.9 million in 2023 and then soared to $1.92 billion
in 2024. The explosive top-line expansion was mirrored by equally striking net losses: -$593.7
million in 2023 and -$863.4 million in 2024. These financials underscore the “growth-at-all-
costs” model that set the stage for CoreWeave’s IPO.

Several factors fuelled this extraordinary growth. First, cloud giants such as Microsoft became
major customers, leasing CoreWeave’s GPU capacity for their own Al offerings. Even Nvidia,
CoreWeave’s critical GPU supplier, invested in the company and also became a significant
client (renting capacity to bolster its internal research efforts). The firm’s technological
expertise—knowing how to maximize GPU performance for Al—served as a competitive edge.
Yet, the speed at which CoreWeave expanded brought challenges, notably an ever-widening
financial deficit and a complex network of debt obligations. By early 2025, the company had
established enough brand credibility and demand for its services to attempt a substantial IPO,
though it faced volatile market conditions.

The IPO: Timing and Pricing

CoreWeave’s IPO in March 2025 was the largest U.S. venture-backed tech offering in several
years, raising about $1.5 billion. Initially, the firm aimed for a valuation in the $35 billion range,
with an indicative share price of $47-$55. However, broader market sentiment—shaped by
lingering inflation, elevated interest rates, and the memory of lukewarm receptions for some
other high-growth tech IPOs—forced CoreWeave to scale back its goals. It cut the offering from
49 million to 37.5 million Class A shares and priced the IPO at $40 per share, implying a
valuation of around $23 billion.

Nvidia acted as an anchor investor, helping absorb any shortfall in demand. This arrangement
was unusual but reflected Nvidia’s strategic interest in keeping CoreWeave afloat. Despite the
reduced pricing, the offering remained significant: it signalled that the market still had an
appetite for “pure-play” Al infrastructure companies, even though investors were more
valuation-sensitive than they had been in the frothier days of 2021-2022. The overall sentiment
was that CoreWeave’s rapid revenue expansion and marquee partnerships made it attractive,



but its enormous losses and high leverage tempered the enthusiasm that might otherwise have
driven a higher IPO price.

Private Equity Influence and Capital Structure

Unlike many Silicon Valley startups nurtured by venture capital, CoreWeave’s backing came
largely from private equity, hedge funds, and asset managers. Firms such as Blackstone,
Magnetar Capital, Carlyle, and Coatue poured billions into CoreWeave in the lead-up to the IPO.
This financing shaped governance, strategy, and the eventual capital structure in profound
ways.

On the governance front, investor-appointed directors gained seats on the board, with private
equity stakeholders often advocating for rapid scale-up and near-term exit opportunities.
Compensation structures for the executive team were typically tied to aggressive performance
milestones and a successful IPO. In tandem, private equity backers arranged hefty debt
facilities, sometimes in the form of convertible notes or specialized credit lines backed by
CoreWeave’s GPU hardware and its customer contracts. By the close of 2024, the firm was
carrying around $8 billion in debt, dwarfing its shareholder equity. While this approach enabled
massive expansion without immediately diluting early investors, it also left CoreWeave with a
debt-to-equity ratio exceeding 1,200%.

Such leverage is rare for a young, unprofitable tech firm. Private equity sponsors, more
accustomed to leveraged buyouts of mature companies, saw an opportunity to fund growth
aggressively in anticipation of a lucrative IPO. This strategy worked—Dbut at the cost of saddling
the company with near-term debt maturities, high interest expenses, and the risk that any dip in
Al demand or a macroeconomic downturn could test its solvency.

Early Aftermarket Reception and Debt Overhang

Post-IPO trading showed investor caution. CoreWeave’s stock opened near its $40 issue price
and hovered around that level, dipping slightly in its first week. Analysts cited the “debt
overhang” as a primary concern: interest expenses on billions in borrowings could exceed $800
million annually, draining cash flow that might otherwise go toward reinvestment or covering
operating costs.

Moreover, CoreWeave’s need to refinance or roll over more than $7 billion of debt due within the
next two years added urgency to the capital raise. Part of the $1.5 billion from the IPO was
earmarked to pay down a slice of these obligations, but the company still carried enormous
leverage as it entered public markets. Any sign of slower growth or changing sentiment around
Al cloud spending could trigger concerns about whether CoreWeave can meet its obligations
without resorting to further equity dilution.

Customer Concentration and Operational Risks

Beyond the capital structure, CoreWeave faces a major operational challenge: customer
concentration. In 2024, over 75% of its revenue came from just two entities: Microsoft (the
largest client) and, apparently, Nvidia. While landing big-name clients helped validate
CoreWeave’s services, it also meant the firm was highly exposed if a major customer decided to
reduce spending or shift to alternative providers. Microsoft, for instance, is both a key client and
a formidable competitor—it can continue building in-house Al capacity and potentially lessen
reliance on external leasing.



To mitigate this, CoreWeave entered a $11.9 billion multi-year deal with OpenAl in early 2025.
This agreement both cements a major new revenue stream and includes strategic stock
transactions with OpenAl. Nonetheless, investors worry about how truly diversified the
company can become when the largest enterprise customers for Al compute remain the very
cloud giants with whom CoreWeave competes. Additionally, CoreWeave’s reliance on Nvidia as
its GPU supplier introduces another layer of dependence. Nvidia not only sets hardware prices
but could choose to prioritize bigger corporate alliances, or even expand its own data center
rental services.

Fundamentals: Growth Potential vs. Heavy Losses

Financially, CoreWeave exhibits a stark contrast between revenue expansion and netincome
losses. Gross margins in 2024 reportedly hovered around 70-75%, and adjusted EBITDA
(excluding depreciation and interest) topped $1.2 billion—indicating strong underlying
operational economics. Yet the company’s heavy depreciation on rapidly evolving GPU
hardware, coupled with high interest expenses, keeps its net results solidly in the red.

For bullish investors, these figures are reminiscent of early-phase cloud ventures: high capital
spending and short-term losses but enormous long-term potential. They see CoreWeave’s asset
base as the backbone of the next wave of Al computing, arguing that with continued scale, more
efficient hardware refresh cycles, and consistent revenue streams from multi-year customer
contracts, CoreWeave could eventually achieve profitability.

Skeptics, however, note the parallels to WeWork’s heavy lease obligations and the
unpredictability of Al cycles. If competitor pricing pressures or a broader tech slowdown curtails
growth, CoreWeave could be stuck with mounting debt and insufficient free cash flow. Its
specialized assets (GPUs) lose value faster than more traditional equipment, and the company
cannot readily pivot to a different revenue model without the same significant capital outlays.

Value vs. Growth Perspectives

By traditional metrics (e.g., P/E ratio), CoreWeave is not a “value” stock. Instead, it trades at a
premium based on its forward-looking prospects in the booming Al space. Growth-oriented
investors point to its multi-billion-dollar contracts, powerful partnerships, and potential to
capture significant market share as the Al revolution unfolds. They see parallels to the early
days of AWS or large-scale data analytics platforms, which initially operated at steep losses but
eventually became immensely profitable.

In contrast, more cautious or value-focused analysts see the high valuation and gigantic debt as
red flags. They fear that any hiccup—regulatory, competitive, or macroeconomic—could push
CoreWeave into a forced refinancing at unfavourable terms. The company’s heavy reliance on a
small set of customers and a single hardware supplier (Nvidia) further magnifies vulnerabilities.
Thus, while investors with a large appetite for risk might endorse CoreWeave’s pure-play Al
thesis, those seeking immediate earnings and a stable balance sheet are likely to stay on the
sidelines.

Conclusion

In sum, CoreWeave represents a fascinating case of how a nimble firm can seize an emerging
market opportunity—Al infrastructure—by repurposing existing hardware from a defunct line of
business (cryptocurrency mining). Its rapid expansion, star-studded customer roster, and
monumental IPO highlight the excitement surrounding Al and the willingness of investors to
back companies that promise transformative growth. Yet the story also reveals the



complexities: massive debt, major customer and supplier concentration, and ongoing heavy
losses. As a public company, CoreWeave must now prove it can meet soaring demand
sustainably while managing its capital structure, thereby turning explosive top-line gains into
consistent profitability.

For students analysing this case, CoreWeave illustrates critical lessons about strategic pivots,
the influence of private equity financing, and the delicate balance between seizing market
momentum and overextending financially. Whether CoreWeave ultimately thrives or struggles
will hinge on its ability to maintain high utilization rates, reduce dependency on a handful of
partners, and successfully navigate a leveraged capital structure in an industry shaped by rapid
technological change.



Case Discussion Questions

1. IPO Dynamics & Timing: Given the macroeconomic backdrop and CoreWeave’s rapid
pivot to Al, what factors made early 2025 an opportune (or inopportune) time for its IPO?
How did CoreWeave’s pricing and scaling of the IPO reflect investor sentiment toward
high-growth Al companies at that time?

2. Private Equity Involvement: In what ways did CoreWeave’s private equity and hedge
fund backers influence the company’s trajectory to IPO (consider governance changes,
financing structure, and strategic decisions)? Discuss whether this influence was
beneficial or detrimental to CoreWeave’s long-term interests.

3. Secondary Market Issues: Analyse how CoreWeave’s $7.5bn+ debt load and other
financial obligations affected perceptions of its IPO. What concerns might this raise for
investors regarding liquidity, future dilution, or stock volatility? How should CoreWeave
address these concerns now that it’s public?

4. Fundamental Analysis & Investment Selection: Looking at CoreWeave’s
fundamentals (explosive revenue growth, big losses, customer concentration, etc.),
would you classify it as a sound investment? What are the most critical risks that could
undermine its business model, and what key metrics or developments should investors
monitor in the next 1-2 years?

5. Value vs. Growth Investing Perspectives: Debate whether CoreWeave fits betterin a
growth investor’s portfolio or if it could ever appeal to value investors. Under what
circumstances might CoreWeave’s stock become attractive to value-oriented
investors? Conversely, what aspects of CoreWeave’s story are most attractive to growth
investors despite the evident risks?



1. IPO Dynamics & Timing (Early 2025 Market Conditions and Investor
Sentiment)

CoreWeave’s decision to go public in early 2025 was shaped by a confluence of
macroeconomic factors and the company’s strategic pivot to artificial intelligence (Al). An Initial
Public Offering (IPO) is the first sale of a private company’s shares to public investors, and
timing such an eventis critical. In 2025, the broader market backdrop was cautiously optimistic
yet volatile. On one hand, the Al boom ignited by advances like ChatGPT had made anything
related to Al highly attractive. CoreWeave had rapidly reinvented itself from a cryptocurrency
mining firm into an Al cloud infrastructure provider, positioning itself to ride this wave of
investor enthusiasm. Its revenue had surged eight-fold in the prior year amid “insatiable”
demand for Al computing power, and the company even inked a massive $11.9 billion, five-year
contract with OpenAl just before the IPO. These developments suggested strong momentum,
making early 2025 seem like a potentially opportune time to capitalize on Al hype and the
company’s exponential growth story.

However, there were countervailing factors that made the timing less than ideal. The
macroeconomy in early 2025 was still grappling with high interest rates and geopolitical
uncertainty. A new U.S. presidential administration had introduced trade tariff threats, rattling
markets and contributing to volatility. Investment banks were reportedly cutting staff amid
economic uncertainty, reflecting a cautious environment for new listings. The broader tech IPO
market was still in the shadow of a 2021 boom and 2022-2023 slump, with investor risk
appetite only slowly recovering. Indeed, the day of CoreWeave’s debut, the NASDAQ index fell
nearly 2.7% on broader concerns. This backdrop meant that even a fast-growing Al company
faced a degree of scepticism. Investors had become more discerning after the initial euphoria
around Al; by late 2024, the frenzy for Al-related stocks had cooled from its mid-2023 peak. For
example, the supply shortage of NVIDIA GPUs that drove cloud computing prices sky-high in
2023 had eased by 2024, and the cost to rent GPU capacity had dropped to roughly one-quarter
of its mid-2023 level. Such sighals suggested that while Al demand remained robust, the
sustainability of the Al boom was under debate.

Within this context, CoreWeave’s IPO pricing and size were telling indicators of investor
sentiment. Initially, the company and its underwriters aimed high: an SEC filing on March 20,
2025 outlined an expected IPO price range of $47-$55 per share, with roughly 49 million shares
to be sold. This would have raised over $2 billion and implied a very rich valuation, reflecting
confidence in high-growth Al companies. Yet by the eve of the IPO, reality set in and the deal
had to be downsized significantly. CoreWeave ended up selling 37.5 million shares at $40 per
share, well below the original range. In other words, the offering size was cut by about 25% and
priced at a discount to initial expectations. This adjustment was a clear response to lukewarm
demand: it “signals flagging investor interest in Al” compared to the frenzy a year prior when
NVIDIA briefly became the world’s most valuable company on Al optimism. Investors, while
intrigued by growth, were evidently not willing to pay any price for Al prospects in 2025.

The trading performance on CoreWeave’s first day further reflected cautious sentiment. The
stock opened around $39 (slightly below the IPO price) and ended the day flat at $40, a 0% first-
day gain. Unlike the explosive pops seen in hotter markets, CoreWeave’s flat debut suggested
that the IPO was priced just high enough to satisfy existing demand but left little exuberant
excess. In fact, underwriters had brought in a major ally — NVIDIA - to anchor the IPO with a
$250 million order (purchasing shares at the offer price). Even with this support from its key



partner and the largest Al-related listing in decades by amount raised, the stock struggled to
gain upward momentum. The “lackluster performance” in its Nasdaq debut was noted as a
potential dampener for other IPO hopefuls.

In summary, CoreWeave’s early 2025 IPO timing was a double-edged sword. The company
seized a window where its Al-focused story was highly relevant — it had pivoted at the right
moment and secured big contracts that made for a compelling growth narrative. This was
arguably a smart move to raise much-needed capital while Al remained a buzzword. But the
broader market conditions imposed discipline on that optimism. High inflation and interest
rates, political uncertainty, and the beginning of an Al hype cool-off meant investors were
selective and price-sensitive. The downsizing and pricing of the IPO — ultimately valuing
CoreWeave at about $23 billion on a fully diluted basis- reflected a tempered sentiment.
Investors were willing to support a high-growth Al infrastructure play, but only up to a point.
CoreWeave’s case underscores classic IPO dynamics: even a great growth story must contend
with the market’s mood. Early 2025 turned out to be a knife’s edge — neither a frothy boom nor a
bust, but a cautious optimism that forced CoreWeave to meet investors closer to their terms
than its most bullish insiders might have hoped.



2. Private Equity and Hedge Fund Backers - Influence on CoreWeave’s Path
to IPO

CoreWeave’s journey from startup to IPO was significantly shaped by its private equity and
hedge fund backers, who provided critical financing and strategic input in the years leading up
to the public offering. These investors —which included growth-oriented private equity (PE)
firms and hedge funds — not only infused capital but also influenced CoreWeave’s governance,
financing structure, and strategic choices. Their involvement can be seen as both a catalyst for
CoreWeave’s rapid rise and a source of potential long-term tension.

Who were these backers? CoreWeave’s funding roster reads like a who’s-who of big-name
financiers in tech. In May 2024, a Series C equity round of $1.1 billion was led by Coatue
Management, a prominent tech-focused PE (or late-stage venture) firm. Around the same time,
CoreWeave secured an unprecedented $7.5 billion debt financing facility led by Blackstone
and Magnetar Capital- Blackstone being one of the world’s largest alternative asset managers
(with roots in private equity) and Magnetar a large hedge fund. Other participants in that debt
dealincluded Carlyle (another major PE firm), funds managed by BlackRock, and other
institutional credit investors. Additionally, a late-2024 secondary share sale brought in hedge
fund and trading firms like Jane Street and Fidelity, boosting CoreWeave’s valuation to

$23 billion ahead of the IPO. Even NVIDIA itself - though not a traditional PE or hedge fund -
became an important strategic investor, holding a stake (approximately 3-6% post-IPO) and
reinforcing confidence in the company. In short, CoreWeave had a deep bench of sophisticated
investors who each had a stake in the company’s direction.

These backers influenced CoreWeave’s trajectory in several ways:

o Governance and Professionalization: Large private investors often demand stronger
governance as a condition of their support. While CoreWeave was co-founded and led
by its CEO Michael Intrator (who still owned roughly 11% pre-IPO) and other founders,
the influx of institutional capital likely came with board seats or observer roles and
advice on key hires. For instance, Coatue or Blackstone would insist on robust financial
controls, experienced senior management (such as a seasoned CFO), and board
oversight to guide the company toward an IPO-ready state. This can include
implementing formal audit committees, reporting structures, and strategic planning
processes typical of public companies. Such governance changes are beneficial in
making a young company more mature and transparent. They ensure CoreWeave’s
explosive growth was accompanied by tighter management of expenses and risks,
which would be necessary to attract IPO investors.

¢ Financing Structure and Risk Appetite: Perhaps the most distinctive influence was on
how CoreWeave financed its rapid scale. Rather than relying solely on equity funding
(which would dilute early shareholders significantly), CoreWeave’s backers helped
arrange massive debt financing to fuel expansion. The $7.5 billion private debt facility in
2024 was “one of the largest debt financing rounds for a startup” ever. This approach -
essentially leveraging the company’s assets and future revenues - is a hallmark of
private equity influence, where taking on debt to accelerate growth or returns is
common. The rationale was clear: demand for Al infrastructure was surging, and having
capital quickly to build data centres and buy expensive GPU hardware could secure
CoreWeave a leading position. Indeed, the funding allowed CoreWeave to more than
quadruple its data centre footprint in 2023 and plan to double again by the end of 2024.



Without the hefty war chest provided by PE/hedge funds, CoreWeave likely could not
have deployed 250,000 cutting-edge GPUs across 32 data centres as it did. By using
debt, the existing equity holders (founders and earlier investors) preserved their
ownership stake percentage-wise while still obtaining the capital to grow.

However, this financing structure also introduced significant financial risk (the
implications of which we discuss further in Question 3). Heavy borrowing can strain a
young company, and this strategy shows the influence of investors with a higher risk
tolerance. Hedge funds and private credit arms of PE firms were willing to bet on
CoreWeave’s future cash flows, accepting the risk in exchange for interest yields and
potential equity upside (some debt may have included warrants or conversion features,
typicalin such deals). Their confidence was a “powerful testament to...market appetite
for Al infrastructure,” CoreWeave’s CEO noted at the time. In effect, the backers
signalled that they believed CoreWeave’s business could support one of the largest
private financings in history, validating its pivot to Al. This was beneficial in that it gave
CoreWeave the firepower to fulfil big contracts (like the one with OpenAl) and not miss
the narrow window where clients needed massive GPU capacity fast. It also set the
stage for a high IPO valuation — by avoiding early dilution, these investors helped drive a
private valuation of $19 billion by May 2024 and $23 billion in late 2024, which translated
into the IPO pricing. The presence of heavyweight backers likely boosted public investor
confidence that the company was vetted by smart money.

o Strategic Decisions and Focus: Private equity and hedge fund investors, especially
those with board influence, often push management towards strategies that maximize
the company’s value at exit (in this case, the IPO). In CoreWeave’s case, this likely
meant an intense focus on the high-growth Al opportunity. After Ethereum’s 2022
“Merge” upgrade eliminated most crypto mining rewards (which had been CoreWeave’s
original business), the company pivoted to cloud Al services. Its new investors strongly
supported this pivot, pouring in funds to chase enterprise Al workloads. We can infer
that these backers encouraged moves like securing marquee customers and long-term
contracts to validate the business model. For instance, the $11.9 billion contract with
OpenAl, signed shortly before the IPO, gave CoreWeave a more predictable revenue
stream and reduced reliance on Microsoft. It’s plausible that investors pushed for
locking in such a deal even if it meant committing resources at perhaps narrower
margins; having OpenAl on board made the IPO story more appealing by addressing a
key risk (customer concentration).

Additionally, private investors often bring networks and partnerships. Some of
CoreWeave’s backers might have helped connect the company to important partners or
customers. For example, having Coatue or Carlyle involved could open doors to other
tech firms or enterprise clients in their networks. Even NVIDIA’s stake played a strategic
role: as a partner/investor, NVIDIA ensured CoreWeave early access to the latest GPUs
(H100, etc.), sometimes even referring clients or collaborating on infrastructure
deployments. This symbiotic relationship (NVIDIA benefits by selling more chips,
CoreWeave by getting priority supply) was likely facilitated by the close ties - something
early investors would have fostered as a strategic advantage against larger cloud
competitors.

Given these influences, were the private equity and hedge fund backers beneficial or
detrimental to CoreWeave’s long-term interests? The answer is nuanced:



On the beneficial side, it’s clear that without these backers CoreWeave would not have scaled
at the pace it did. Their capital enabled a first-mover advantage in an industry where being early
and big matters — Al customers in 2023-24 were scrambling for limited GPU resources, and
CoreWeave, flush with $12+ billion from investors, could supply capacity when others could
not. This entrenched the company with big clients and might give it a permanent foothold in the
market. The backers also imposed a level of discipline and experienced oversight that most
young startups lack. By the time of the IPO, CoreWeave had a more robust corporate structure
(likely with independent directors, audited financials, etc.), making it a more credible public
company. Moreover, the endorsement of well-known investors provided external validation.
Early customers and later IPO investors could take comfort that firms like Blackstone, Coatue,
and Fidelity had vetted CoreWeave’s business model. In short, the private funding was the
springboard that took CoreWeave from a niche pivot to a headline-grabbing IPO candidate.

However, there are detrimental aspects to consider. The aggressive financing strategy driven by
these backers has left CoreWeave with a heavy debt overhang and financial commitments that
could constrain its future. Private equity and hedge funds typically aim for high returns and often
have a shorter-term horizon (e.g., targeting an exit in a few years). In CoreWeave’s case, one can
argue that the push to go public in early 2025 - despite some unresolved risk factors — was
influenced by investor desires for liquidity or an urgency to meet the debt obligations they
helped create. The $7.5 billion debt facility was not a patient, long-term loan; it came with steep
interest and near-term repayment requirements. In fact, by the end of 2024 CoreWeave had
drawn about $8 billion in debt and faced nearly $7.5 billion in debt and interest payments due by
the end of 2025. This essentially forced CoreWeave to use the IPO proceeds to pay down debt
and to rely on continued capital market access to refinance or roll over the rest. Such leverage
introduces a significant risk of financial distress if business performance falters. From a long-
term perspective, the company’s financial flexibility is reduced — much of its future cash flow
is now earmarked to service debt. This can be attributed to the influence of investors who
favored debt financing to boost growth quickly, a decision that could be seen as a double-edged
sword.

There’s also the question of whether strategic decisions were made for short-term IPO optics
versus sustainable health. For example, concentrating on a few large customers brought rapid
revenue growth (impressive for the IPO story), but left CoreWeave very dependent on those
customers — a vulnerability that it openly warned about in its filings. One might speculate that
private investors were keen on locking in big contracts fast (to show huge revenue jumps) even if
that meant higher concentration risk. A more gradual growth funded by smaller customers
might have been safer but would not have produced the eye-popping 737% revenue surge that a
flashy IPO narrative thrives on. Thus, the influence of backers could have tilted the company
toward a “swing for the fences” strategy, emphasizing meteoric growth over gradual
diversification. While this paid off in reaching a high valuation, it could be detrimental if those
large customers (like Microsoft) later negotiate harder or internalize their Al compute needs.

In addition, heavy involvement by multiple investors can lead to potential misalignment in the
long run. For instance, CoreWeave now has to balance the interests of its new public
shareholders with those of remaining large stakeholders (some of whom may still hold board
seats or significant equity). The presence of strategic investors like NVIDIA on the board (if
applicable) could also steer the company’s roadmap in ways that favor the investor’s
ecosystem (e.g., using NVIDIA chips exclusively) which may or may not be optimal long-term if



alternative technologies arise. That said, there’s no clear sign of detrimental conflicts yet, but
it’s a factor to watch.

In conclusion, CoreWeave’s private equity and hedge fund backers were instrumental in its rise
— providing crucial capital, validation, and strategic guidance that helped the company seize the
Al opportunity and go public. They essentially turbocharged CoreWeave’s development, which
was largely beneficial in the formative period. Yet, that turbocharge came with side effects: a
leveraged balance sheet, heightened execution pressure, and the need for an IPO relatively
quickly to realize returns and manage debt. Whether this influence proves detrimental or not
will depend on how CoreWeave navigates the post-IPO phase. If the company can sustain its
growth and deleverage successfully, the aggressive backing will be vindicated. If not, the very
same decisions (huge debt, concentrated bets) could hamper its long-term prospects. For now,
one can say the private backers served CoreWeave’s immediate interests in reaching the public
markets, but the true impact on long-term interests will play out in the years ahead.



3. Secondary Market Concerns - Debt Load, Liquidity, and Stock
Volatility After the IPO

CoreWeave entered the public market carrying an unusually heavy financial burden for a newly
public tech company: over $7.5 billion in debt obligations, plus significant other liabilities.
These factors have a profound effect on how investors perceive the stock in the secondary
market (i.e., after the IPO, where shares trade among investors). In evaluating CoreWeave’s
stock, investors immediately have to weigh not just the growth story but also the company’s
ability to manage its debt, avoid further dilution, and provide a stable trading outlook. Several
concerns arise:

a. Debt Load and Liquidity: CoreWeave’s debt load is exceptionally high for a growth-oriented
IPO. By the end of 2024, the company had roughly $8 billion of debt on its balance sheet,
stemming largely from the private debt financings discussed earlier. This debt isn’t long-term,
low-interest debt one might associate with a mature company; rather, it carries substantial
interest and relatively short-dated repayments. According to financial reports, CoreWeave faces
“nearly $7.5 billion in debt and interest payments by the end of next year” (i.e., by end of 2025).
Such a schedule creates a looming liquidity crunch: the company must have enough cash or
refinancing capacity to meet those obligations in the very near future.

Liquidity in this context refers to the company’s ability to access cash when needed to pay its
bills (as opposed to stock liquidity which is about trading volume, discussed later). The IPO
itself raised $1.5 billion net, and management stated roughly $1 billion of that would
immediately go toward debt repayment. While this pay-down is a prudent step, it still leaves a
huge residual debt. Investors are rightly concerned about how CoreWeave will handle the
remaining ~$7 billion due in 2025. If the company’s operations are not generating positive free
cash flow yet (and given its losses, they likely are not), it will have to find liquidity elsewhere —
either by refinancing the debt, raising additional capital, or negotiating extensions with lenders.

This situation is often termed a “debt overhang,” where the sheer size of debt may deter further
investment and cast doubt on the company’s financial viability. It certainly affected IPO
perceptions: risk-averse investors in the IPO roadshow worried about CoreWeave’s capital
intensity and long-term sustainability. After listing, these concerns continue to hang over the
stock. Essentially, some portion of public investors’ money will be used to service debt rather
than to fuel new growth, which can be a turn-off. If a growth company has to funnel cash to
creditors, that leaves less to invest in R&D, infrastructure, or other value-creating activities.
Moreover, if cash runs short, CoreWeave could face a liquidity crisis that might even raise
specters of default or bankruptcy — an extreme scenario, but one investors cannot ignore when
“nearly $7.5 billion” is coming due so soon.

CoreWeave’s operating lease commitments add another layer to liquidity concerns. The
company doesn’t own most of its data centers or equipment outright; instead, it leases them,
resulting in $2.6 billion of operating lease liabilities. While different from debt, these are fixed
payment obligations for use of assets (like long-term rentals of data center space and
hardware). They function similarly to debt in that they must be paid regularly regardless of the
company’s revenue. When combined with interest on the debt, these obligations mean
CoreWeave has substantial fixed outgoing cash flows each quarter. In downturn scenarios or if
customers delay payments, such fixed costs can quickly strain liquidity. Investors will be
monitoring CoreWeave’s cash balances and burn rate closely —a company with this profile likely
needs to maintain a significant cash reserve.



b. Risk of Future Dilution: Given the above, a major worry is that CoreWeave may need to issue
additional equity in the future to bolster its finances — which would dilute existing shareholders.
Dilution occurs when a company issues new shares, thereby reducing the ownership
percentage of existing shareholders and often putting downward pressure on the stock price.
There are a few scenarios where this could happen:

e If CoreWeave cannot generate enough cash to meet its debt obligations, it might choose
(or be forced) to raise more equity capital (e.g., a secondary public offering) to pay down
debt. This would increase the share count.

e Some of the private debt might include warrants or convertible features allowing lenders
to take equity. If exercised, that would dilute shareholders. (The specifics aren’t public,
but such large private financings often have equity kickers.)

o Evenindependent of debt, as a growing company with ongoing losses, CoreWeave might
need additional funding for expansion once the IPO funds are exhausted. If the stock is
trading reasonably well, management might tap the markets again to raise cash for new
GPU purchases or data centers, resulting in dilution.

Investors eyeing CoreWeave’s stock post-IPO thus have to price in the probability of these
events. The fear of dilution can itself depress the stock: savvy investors know that even if they
buy shares now, the company might sell more shares later at possibly a lower price, which
could hurt current holders. CoreWeave’s management will need to carefully communicate their
capital plans to mitigate this concern. If they can convincingly say, “we have enough cash and
incoming revenue to cover our needs without new equity for the next couple of years,” that
would reassure the market. Indeed, the CEO emphasized that the huge OpenAl contract and
other deals will help generate cash and “we haven’t seen any commitments withdrawn” from
key customers like Microsoft- implying confidence in cash inflows. Nonetheless, until the
company is self-funding, the spectre of further fundraising lingers.

c. Stock Volatility: With such large obligations and uncertainties, it’s likely CoreWeave’s stock
will exhibit high volatility — meaning big swings in price over short periods. Several factors
contribute to this:

¢ Financial leverage: Highly leveraged companies have more volatile equity because
debt amplifies the impact of changes in enterprise value. A small change in the
perceived value of CoreWeave’s business can lead to a large change in the value of the
equity once the fixed debt is accounted for. For example, if there is news that boosts
confidence in CoreWeave’s future earnings, the stock might soar (since the upside
mostly accrues to equity holders after debt is paid). Conversely, any hint of trouble and
the stock might plummet, as equity could be wiped out first if debt can’t be repaid. This
leverage effect makes the stock inherently more sensitive to news.

¢ Concentrated and speculative investor base: Given CoreWeave’s profile, initial
shareholders likely include many growth-focused funds and possibly the hedge funds
that bought in pre-IPO. These types of investors can trade aggressively, and if sentiment
changes, they might rapidly adjust positions. Early in its trading, CoreWeave’s stock
“whipsawed” between gains and losses, reflecting uncertainty and active trading. The
first day’s flat close belies intraday swings, and indeed on the second day of trading the
stock fell notably (reports cited an ~8% drop on day two despite NVIDIA’s support). Such



volatility can be expected to continue as the market digests each new data point about
the company.

News flow and sentiment on Al: CoreWeave has become something of a bellwether for
Al infrastructure investment. Any broader news about the Al sector could move its stock
disproportionately. Positive developments (say, a tech giant announcing bigger Al
spending plans) might buoy CoreWeave, while negative developments (e.g. a
competitor’s breakthrough making Al training more efficient with fewer chips) could hurt
it. The Reuters coverage noted fears of competition from lower-cost options like a
hypothetical Chinese startup requiring fewer chips- if such competition materializes, it
would likely spike volatility in CoreWeave’s shares as investors recalibrate growth
expectations.

Low earnings visibility: With no earnings and unpredictable cash flows, valuation is
based on future projections which can swing widely. This uncertainty often leads to
price volatility as different narratives (optimistic or pessimistic) dominate at different
times. Until CoreWeave can demonstrate a stable financial trend, its valuation is more
art than science, prone to sentiment shifts.

d. How should CoreWeave address these concerns now that it’s public? Now that the
company is public, management’s task is twofold: execute the business plan to fundamentally
improve the financial situation, and actively manage investor relations to maintain confidence.
Here are a few steps and strategies:

Debt Management and Communication: A top priority is to reduce the debt burden to
a more manageable level. CoreWeave has started doing this by allocating $1 billion of
the IPO proceeds to debt repayment. It should continue to chip away at debt using any
excess cash generated. Management should also communicate a clear plan for
handling the 2025 maturities — for instance, they might be negotiating to refinance part
of the debt into longer-term bonds or loans. Even if refinancing means paying interest
over a longer period, removing the immediate 2025 cliff would be a huge relief for
investors. By proactively refinancing when market conditions allow (perhaps using the
credibility of being a public company now), CoreWeave can extend its debt maturities
and avoid a liquidity crunch. Every earnings call or shareholder communication should
update on this front (“We have reduced our outstanding debt to $X billion, and have
lines of credit/commitments in place to cover upcoming payments”); such transparency
will help rebuild trust that the debt is under control.

Improve Liquidity Reserves: CoreWeave should aim to maintain a healthy cash
cushion. This could mean moderating its expansion pace slightly to conserve cash or
drawing on revolving credit lines when available. As a public firm, it might also
opportunistically issue corporate bonds (if market conditions are favorable) to term out
the debt. The key is to ensure it always has enough liquidity for the next 12-24 months of
obligations. If investors see, for example, $2 billion in cash on the balance sheet and
only $1 billion in near-term payments due, they will be less anxious about insolvency
risk.

Addressing Dilution Fears: While the best way to avoid dilution is to not need more
equity capital, CoreWeave can also take steps to bolster investor confidence on this
issue. One approach is for insiders and major pre-IPO investors to signal their



commitment to the company. If founders or key investors don’t sell shares immediately
after the lock-up period, or even better, if they buy more shares on the open market, it
shows they believe the company has enough funding and bright prospects, reducing
fear that a dilutive capital raise is looming. Management could explicitly state that they
have “no current plans to issue additional equity” because existing resources and cash
generation are sufficient for planned growth. Of course, they must be honest -
overpromising and then issuing shares would damage credibility. But if true, such
statements can reassure the market. Another tactic is exploring non-dilutive financing
options for any further needs: for instance, asset-backed loans (using GPUs or
receivables as collateral) or strategic partnerships where a partner provides capital in
exchange for services (rather than equity).

¢ Fostering Stable Ownership Base: To mitigate stock volatility, CoreWeave might want
to attract a stable base of long-term investors (like pension funds or large asset
managers) who are less likely to trade on short-term swings. This can be done through
outreach by investor relations — emphasizing the long-term vision and perhaps even
initiating dividends or buybacks far down the line when feasible (not likely in the near
term given cash needs, but a future commitment to shareholder returns can attract
value-oriented holders). Right now, growth investors dominate, but over time as the
company matures, broadening the shareholder mix can reduce volatility.

e Execution and Guidance: Fundamentally, the best way to stabilize the stock and
alleviate secondary market concerns is by executing well on business fundamentals. If
CoreWeave consistently meets or exceeds its revenue growth targets and shows
improving margins, investors will gain confidence that the company can grow into its
debt load. Providing realistic and transparent guidance each quarter (e.g., expected
revenue, capital expenditure, and cash flow trends) will reduce uncertainty. When a
company with big obligations surprises the market (negatively), the reaction can be
severe. So CoreWeave should strive for no surprises in its financial disclosures. Over the
next few years, hitting milestones like achieving positive EBITDA or even breakeven free
cash flow would be game-changers for market perception —turning the narrative from
“cash-burning debt-laden startup” to “emerging self-sustaining business.”
Management’s role is to drive toward those milestones and clearly articulate progress.

¢ Risk Disclosure and Mitigation: CoreWeave has already acknowledged key risks (e.g.,
customer concentration, competition, etc.) in its IPO filings. Now public, it should
actively mitigate these. For instance, to reduce volatility tied to a single client,
management can announce when they win new diversified clients or when an existing
large client extends contracts. Showing that reliance on Microsoft (which was 62% of
2024 revenue) will decrease over time can directly assuage one major investor worry.
Each such development could improve stock stability and valuation, as it reduces the
worst-case scenarios that fuel volatility.

In essence, CoreWeave should operate with a “public company mindset” focused on financial
resilience. That means not just chasing growth at all costs anymore, but balancing growth with
balance sheet strength. If they can refinance debt, avoid emergency stock issuance, and deliver
consistent results, many of the initial secondary market concerns will fade. In turn, the stock’s
performance will improve as investors see the company navigating its transition period
successfully. It’s a challenging road - few young tech companies have juggled such growth and



debt simultaneously — but addressing these concerns head-on is critical for CoreWeave’s
credibility now that it must answer to public shareholders.



4. Fundamental Analysis — Is CoreWeave a Sound Investment? Key Risks
and Metrics for Investors

Analysing CoreWeave’s fundamentals reveals a mix of tremendous potential and significant
risks. For an investor, determining whether CoreWeave is a “sound” investment requires
examining its financial performance, business model, and competitive position, then assessing
if the upside justifies the risks. It also involves clarifying what “sound investment” means:
typically a sound investment would imply a company with strong fundamentals (healthy growth
and profits or a clear path to profitability, manageable risks, and a reasonable valuation).
CoreWeave at the time of IPO is more aptly described as a speculative growth investment - it
has outstanding growth metrics and market opportunity, but also large losses, concentration
issues, and a need for execution excellence to realize its promise.

Fundamental Performance: CoreWeave’s recent financial results showcase explosive growth.
The company’s revenue grew 737% in 2024 to $1.9 billion, after growing 1,331% in 2023 to
$229 million. To put this in perspective, in 2022 it had only $16 million in revenue— so in two
years, revenue went from essentially a tiny startup level to nearly $2 billion, an astonishing
trajectory. This reflects how rapidly demand for Al cloud services has materialized and how
effectively CoreWeave captured that demand. Such growth rates are highly unusual; even
among tech IPOs, few have shown an eightfold increase in a single year. Investors who prioritize
growth are undoubtedly impressed by this track record.

Accompanying that revenue growth, however, are big losses. CoreWeave is not profitable —in
fact, its net losses have widened in absolute terms as it has scaled (even though they’ve
narrowed as a percentage of revenue). In 2024 the net loss was about $863 million, which is
roughly a negative 45% net margin. That’s a very large loss in absolute terms, indicating the
company spent nearly $2.8 billion in 2024 to achieve $1.9 billion in revenue. In 2023, the loss
was $594 million on $229 million revenue (a much worse -259% net margin). The trend is that
revenue is growing faster than losses, which is a positive sign (the net loss margin improved
from -259% to -45% year-over-year). This suggests economies of scale may be kicking in — as
CoreWeave adds more revenue, its operating costs and depreciation of equipment are not rising
as fast, so the profit margins are improving (albeit still negative). Nonetheless, the company is
far from breakeven. Losing nearly a billion dollars a year is not sustainable indefinitely; it will rely
on external funding until those losses are reduced. For many investors, particularly those with a
value orientation, such large ongoing losses are a red flag as they indicate the business has yet
to prove it can be self-sustaining.

CoreWeave’s business model is extremely capital-intensive. To support its growth, the
company invested heavily in infrastructure. It had 250,000 GPUs online by the end of 2024
across 32 data centres. This scaling of capacity (from just 17,000 GPUs two years prior)
required not only the debt financing we discussed but also heavy operational spending —on
data centre leases, power, cooling, networking, and a workforce to manage it all. This model
can offer high revenue and potentially high future profits (once initial capital is deployed, selling
compute power has good marginal economics), but it also means high fixed costs. The
depreciation or lease costs of all those GPUs, plus the fixed operating costs of data centres,
contribute to the losses. The hope is that as they fill these data centres with paying customers,
revenue will outpace fixed costs, flipping the economics to profit. An investor must judge how
likely that is.



One notable fundamental weakness is customer concentration. CoreWeave’s revenue has
been concentrated in a few large clients, which is a risk to the stability of its business. In 2024,
the company disclosed that Microsoft accounted for 62% of revenue - effectively making
Microsoft by far its largest customer. The top two customers together were 77% of revenue that
year. That implies the second-largest customer contributed about 15% of revenue, and no other
customer was above 10%. Such concentration is very high; losing even one of these major
accounts or seeing a reduction in their usage could dramatically hit CoreWeave’s financials. In
2023, Microsoft was also the largest customer (~35% of revenue) and top three were 73%, so
the dependency actually increased in 2024. This was flagged as a primary risk factor in the IPO
filings: “Any negative changes in demand from Microsoft...or in our broader strategic
relationship with Microsoft would adversely affect our business, operating results, financial
condition, and future prospects,” CoreWeave warned investors. Microsoft is not only a customer
but also a competitor through its Azure cloud service, which makes this reliance even more
precarious — there is nothing stopping Microsoft from shifting workloads back to its own data
centres or to another provider if it chooses, especially as it expands its in-house Al
infrastructure. The mitigating news is the OpenAl contract: OpenAl is presumably the unnamed
second-largest customer that will grow in importance from 2025 onward. That $11.9 billion deal
over 5 years means on average about $2.38 billion per year of revenue if fully realized, which
could make OpenAl as big or bigger a customer than Microsoft in the near term. Having two
giant customers is slightly better than one, but it’s still a very concentrated situation (albeit now
split between Microsoft and OpenAl, which itself has deep ties to Microsoft). So, from a
fundamental perspective, CoreWeave lacks a broad customer base — it is more akinto a
specialty contractor serving a few huge projects. This is arisk to its revenue stability and
bargaining power (the customers likely have leverage to negotiate prices).

Now, is it a sound investment? For investors focused on fundamentals, CoreWeave is not
sound in the traditional sense yet — it is a high-risk, high-reward proposition. A sound investment
typically might be a company with steady cash flows, proven profitability, and modest debt,
none of which describe CoreWeave at IPO. However, an investor with a tolerance for risk might
still invest if they believe the company’s fundamentals will become sound in the future (i.e., that
the current issues are transient growing pains). The bull case is that CoreWeave is on a path
similar to early Amazon Web Services or other platform providers: by spending heavily now and
winning market share, it can later reap economies of scale and strong market positioning to
generate large profits. The presence of long-term contracts (like OpenAl) could give some
revenue visibility to support that case.

Whether it’s “sound” also depends on valuation — paying a reasonable price for the stock can
compensate for some risk. At the $40 IPO price, CoreWeave’s market capitalization was about
$23 billion. Including debt, its enterprise value (EV) was roughly $30 billion. That’s about 15
times its 2024 revenue, an extremely rich multiple for a company with large losses. This
valuation embeds a lot of future growth expectations. If one believes CoreWeave will, say,
double or triple revenue again over the next couple of years and eventually reach profitability,
then the multiple might normalize. But if growth disappoints or margins don’t improve, the
investment could sour quickly. So a prospective investor must be confident in extraordinary
future performance to justify buying at such a valuation. In general, that leans more toward a
speculative growth investment rather than a “sound” one by classic metrics.



Most critical risks that could undermine CoreWeave’s business model:

1.

Customer Concentration and Reliance on Key Partners: As noted, the dependence
on one or two customers (Microsoft, and by extension OpenAl) is a top risk. If Microsoft
decided to significantly curtail its use of CoreWeave — perhaps because it expanded
Azure capacity or developed alternative solutions — CoreWeave could lose well over half
its revenue. Even the renegotiation of terms by such a big client could hurt margins.
Moreover, Microsoft’s strategic direction (it has partnerships with OpenAl, it’s investing
in its own Al data centers) is somewhat beyond CoreWeave’s control. The risk extends to
strategic dependency: CoreWeave is also reliant on NVIDIA as its primary supplier of
GPUs and as a partner. While this gives it advantages, it also means if anything disrupts
that relationship or NVIDIA’s supply chain (for example, if export restrictions or chip
shortages re-emerge), CoreWeave’s business could be hamstrung. In sum, lack of
diversification —in both customers and suppliers —is a fundamental risk to its model.

Unsustainable Financial Model (Profitability Risk): CoreWeave’s current model is to
grow fast at the expense of large losses, under the assumption that scale will eventually
bring profitability. This is risky because there’s no guarantee when (or if) the unit
economics will turn positive. It’s possible that competition or pricing pressure will keep
margins thin. Already, we see that the GPU shortage-driven high pricing of 2023 has
given way to price declines in 2024. If cloud GPU rental prices drop faster than
CoreWeave can reduce its costs, its profit equation might not improve as hoped. The
company has enormous fixed costs from leases and debt interest, creating a high
breakeven point. If, for example, utilization of its GPU fleet isn’t as high as anticipated,
or if it had to offer discounts to keep Microsoft’s business, it may struggle to ever reach
breakeven. In essence, there’s a risk that CoreWeave’s business model (selling
expensive compute power that it finances upfront) could be undermined by economics
—either costs remain too high or revenue per unit too low. This would make it a
perpetually loss-making enterprise, which is not a viable long-term state.

Leverage and Financial Strain: Tied to the above, the heavy debt load is itself a risk (as
detailed in Question 3). High leverage increases the chance of financial distress. If
anything causes a hiccup in CoreWeave’s growth — say a delay in a customer ramp-up or
an economic slowdown causing clients to trim Al spending — the company could
struggle to meet its fixed obligations. In a worst-case scenario, it could be forced into
restructuring or steep budget cuts right when it needs to be expanding. This debt
“overhang” might also constrain its ability to invest in future technology or price
competitively, which leads to the next risk.

Intense Competition from Tech Giants and Cloud Providers: CoreWeave operates in
a space where it competes (at least partially) with some of the largest companies on the
planet — Amazon AWS, Microsoft Azure, Google Cloud, and others that offer GPU
instances. These hyperscalers have virtually unlimited resources and, in many cases,
existing relationships with the very customers CoreWeave targets. While CoreWeave
argues that generalist clouds are not “purpose-built for Al” and thus it has an edge in
performance, one cannot underestimate how quickly giants can adapt if they see a
profitable opportunity. For instance, Amazon could decide to aggressively price its GPU
cloud offerings to undercut CoreWeave, even at a loss, just to retain market share (big
tech firms have been known to cross-subsidize to snuff out smaller rivals). Additionally,
new entrants or specialized competitors could emerge. The barrier to entry is high in



terms of capital, but we already see other startups like Crusoe and Lambda (mentioned
by CoreWeave as smaller competitors) trying innovative approaches (e.g., using
stranded energy for compute in Crusoe’s case). A major tech development, like a new
type of Al chip or more efficient algorithms, could also reduce the need for so many
GPUs - if, say, developers manage to achieve the same Al model training with half the
computing power, companies might need fewer of CoreWeave’s services. CoreWeave’s
business model assumes Al workloads will continue to require massive compute; that’s
likely in the short term, but not guaranteed forever. Big competitors are even developing
custom Al chips (e.g., Google’s TPU, Amazon’s Trainium) which, if widely adopted, could
circumvent NVIDIA-based clouds like CoreWeave’s. In summary, competition and
technological change are big external risks.

Execution and Operational Risk: Scaling from a 50-person startup (hypothetically) to
running 32 data centers globally is a massive operational challenge. CoreWeave must
execute well on setting up infrastructure, maintaining high uptime, providing strong
customer service, and keeping security tight (as a cloud provider, it could be a target for
cyberattacks). Any significant operational failure — like prolonged outages or data
breaches — could tarnish its reputation and push customers to larger, more proven
providers. Additionally, scaling headcount and processes without losing efficiency is
tough. The jump in costs in 2023-2024 corresponds to hiring and expansion that must
be managed effectively. If the company’s culture or processes break under rapid growth,
it could lead to service issues or wasted spend.

Regulatory/Governance Risk: While perhaps less immediate, operating large data
centers and handling potentially sensitive Al workloads does carry regulatory
considerations. For instance, energy usage is huge - if there are changes in energy
regulations or carbon costs, that could increase operating expenses. Also, if
governments start regulating Al usage or data residency, CoreWeave might need to
adapt (though big clouds face this too). Another angle: as a public company, CoreWeave
will be under more scrutiny. Any missteps in financial reporting or internal controls (not
uncommon for newly public firms) could undermine investor trust.

Given these substantial risks, many of which are interrelated, an investor should approach
CoreWeave with caution. Does it mean CoreWeave is a bad investment? Not necessarily — but it
is a high-risk, high-reward scenario rather than a stable play. An MBA student might classify it
as a speculative growth stock that could yield great returns if all goes well, but could also result
in significant losses if key risks manifest. It is not yet “sound” in the way a mature, profitable
company is; it’s more of a venture-style investment now trading on the public market.

Key metrics or developments to monitor in the next 1-2 years: Investors interested in
CoreWeave should keep a close eye on a handful of indicators that will signal whether the
company is moving in a favourable direction or hitting roadblocks:

Revenue Growth Rate and Backlog: Continued high revenue growth will be critical to
justify the valuation. Watch quarterly revenue and year-over-year growth. A significant
slowdown from the triple-/double-digit growth rates could indicate market saturation or
lost business. Since CoreWeave has large contracts, also pay attention to any disclosed
backlog or remaining contract value. For example, as the OpenAl deal ramps up, does
CoreWeave sign additional multi-billion contracts? Growth investors will want to see



that $1.9 billion revenue in 2024 potentially double in 2025 (given the backlog) — any
guidance or hints around that will be telling.

Gross Margins and Profitability Trends: It’s not just about top-line growth, but also
margins. Gross margin (revenues minus cost of providing services) will show how
efficiently CoreWeave can run its cloud. Right now, losses are large, but if we see gross
margins improving and operating margins climbing toward breakeven, that’s a positive
sign. In the S-1, losses as a percent of revenue shrank considerably from 2023 to 2024.
Investors should check if that trend continues in 2025: for instance, does the net loss in
2025 become a smaller percentage of revenue, perhaps <30% or even approach zero by
20267 If EBITDA (earnings before interest, taxes, depreciation, and amortization) turns
positive, that would be a milestone indicating the core business can eventually cover its
costs.

Cash Flow and Debt Reduction: Keep an eye on operating cash flow - is CoreWeave
still burning cash each quarter, or is the burn decreasing? Since it has high depreciation
(from GPU equipment), it’s possible EBITDA could turn positive before actual cash flow
does, but eventually we want to see cash from operations improve. Also track the debt
figure: the company promised to use IPO funds to cut debt. Check if debt levels indeed
come down over the next year and if they successfully refinance those 2025 maturities.
If by end of 2025 CoreWeave still has a multibillion-dollar short-term debt overhang,
that’s a warning sign; conversely, if debt is refinanced to say a 5-year bond and reduced
significantly, the financial risk diminishes.

Customer Diversification: Arguably one of the most important metrics outside of pure
financials is the concentration ratio. Investors should watch the percentage of revenue
coming from the top one or two customers. Ideally, this number should decline over
time — for example, if by 2025 Microsoft is, say, 30% of revenue and OpenAl 25%, with
others making up 45%, that trend would show diversification. Any new major customer
wins will likely be announced via press releases. Landing a large deal with another tech
company or a government contract could be a game-changer. Conversely, if Microsoft or
another key account is rumored to be reducing usage, that would be a major red flag.

Utilization and Capacity Expansion: Although CoreWeave might not publicly report
utilization rates of its GPUs, investors can glean some insight from commentary. If the
company is consistently adding capacity (GPUs, data centres) it implies it sees
continuing demand. However, adding too much capacity too fast could also be a worry if
demand lags. If management ever comments on utilization (like “our data centres are on
average 80% utilized”), that’s a useful metric: high utilization means better return on
assets and likely profitability; low utilization means they overbuilt or demand softened.
In absence of explicit numbers, listen to tone — are they more often talking about
needing more GPUs (sign of strong demand) or about optimizing existing capacity
(which might indicate some slack).

Competitive Developments: Keep track of how competitors are positioning
themselves. For instance, if AWS announces a big push or a pricing war in Al cloud
services, that’s a development that could affect CoreWeave’s fundamentals down the
line. Similarly, if a competitor like Lambda or another startup raises a huge fund or signs
a marqguee client, it might mean pressure on CoreWeave’s growth. On the other hand, if
CoreWeave remains the go-to provider for independent Al firms (those not married to a



particular big cloud), it will continue to attract business. Industry metrics like the cost
per GPU-hour in the market are worth monitoring (as mentioned, it fell to a quarter of

mid-2023 prices by early 2025; if it stabilizes or even rises due to new GPU shortages,
that could benefit CoreWeave’s pricing power).

¢ Product/Tech Innovation: Watch if CoreWeave expands its service offerings or adopts
new technologies. For example, are they integrating alternative Al accelerators or
offering specialized software on top of hardware? Their S-1 mentioned proprietary
software for managing Al infrastructure. If they can innovate not just in providing raw
hardware but also value-added services (like optimized Al model training platforms, or
easier integration with enterprise tools), that could deepen their moat. Any edge that
keeps them ahead of big players (like being first to market with NVIDIA’s next-gen chips,
as they tout) is important to maintain.

e Macro/Industry Al Adoption: In the next 1-2 years, macro trends will influence
CoreWeave’s success. Investors should monitor the overall adoption of Al in various
industries — are more companies investing heavily in Al? Are Al startups getting funded
and needing infrastructure? If there’s a pullback in Al investment or a general tech
slowdown, that could reduce demand for CoreWeave’s services. Conversely, if Al
continues to proliferate (e.g., new killer applications, enterprise spending on Al
accelerates), CoreWeave’s potential market grows, which would reinforce the
investment thesis. Key developments like regulatory changes around Al, or the trajectory
of Al model sizes (which drive compute needs), can indirectly indicate how much
business a company like CoreWeave might see.

In conclusion, whether CoreWeave is a “sound” investment depends on one’s risk tolerance
and belief in the company’s execution. It does not have the stable fundamentals that a
conservative investor would label sound today - it has significant vulnerabilities in its financials
and business model that need to be addressed. The next 1-2 years are crucial. If CoreWeave
can manage its debt, continue strong growth, broaden its customer base, and edge toward
profitability, it could transform into a much more solid enterprise, potentially delivering
substantial rewards to investors who got in early. If instead growth stalls or risks materialize
(losing a big client, for instance), the stock could languish or worse. Therefore, investors should
diligently track the metrics above. In a sense, buying CoreWeave now is a bet that its current
explosive growth will eventually override the near-term weaknesses — a bet that requires close
monitoring of how the company navigates its high-growth tightrope.



5. Value vs. Growth Investing Perspectives on CoreWeave

CoreWeave’s stock embodies a classic growth investment profile, and it currently sits far
outside the typical value investment category. Understanding this distinction is key: growth
investors and value investors employ different strategies and look for different characteristics
in a stock. We will explore where CoreWeave fits and under what circumstances it might appeal
to either camp, recognizing that investors’ categorizations can evolve over time as the company
itself evolves.

CoreWeave as a Growth Stock: Growth investors seek companies that are expanding rapidly —
in revenues, earnings (if any), or market opportunity — and are willing to pay a premium for that
potential. They focus on metrics like revenue growth rate, total addressable market, and
competitive advantage, often placing less emphasis on current profits or traditional valuation
multiples. CoreWeave checks almost every box for a growth-oriented investor:

e |t has extraordinary revenue growth (737% in one year), indicating strong product-market
fitin a booming sector.

e |toperatesinthe cutting-edge field of generative Al infrastructure, which many believe is
at the start of a multi-year (or multi-decade) technology cycle. The total addressable
market for Al cloud services could be enormous if Al adoption continues to accelerate
across industries.

e CoreWeave has a story of innovation and first-mover advantage in a niche: it pivoted
early into Al, secured access to scarce NVIDIA GPUs, and even outpaced larger players
in deploying new Al hardware. Growth investors love companies with a technological or
strategic edge in a high-growth market.

o The company’s valuation at IPO (over 10x revenue) reflects future expectations rather
than present fundamentals. Growth investors are comfortable with high P/E or P/S
ratios if they believe those ratios will quickly drop in coming years as the company’s
earnings “catch up” due to growth. In CoreWeave’s case, one might envision a scenario
where revenue doubles a few times in the next 4-5 years and margins improve,
eventually making today’s $23 billion market cap look reasonable or even cheap in
hindsight — that’s a quintessential growth thesis logic.

What aspects of CoreWeave’s story are most attractive to growth investors despite the evident
risks? First, the vision of being a backbone of the Al revolution is compelling. It’s akin to
investing in an early cloud computing provider during the rise of the internet, or a key supplier in
a gold rush. Growth-oriented funds often invest in themes, and “Al infrastructure” is a powerful
theme right now. They see CoreWeave as potentially the next big independent cloud platform,
one that could be to Al what AWS was to general web services in the 2000s. The involvement of
NVIDIA (both as an investor and partner) adds credibility — essentially the leading Al chip
company is backing CoreWeave to succeed, which suggests CoreWeave could remain at the
forefront of Al tech changes. Growth investors might also be intrigued by the customer list:
having Microsoft and OpenAl as customers validates CoreWeave’s service quality. If two Al
leaders entrust it with critical workloads, other Al startups might flock to it as well. This could
create a virtuous cycle of growth (more customers beget more scale, which begets better
service and lower costs, which attracts more customers).



Additionally, from a growth perspective, one could argue that CoreWeave has network effects
or scale advantages. The more infrastructure it deploys, the more capacity and perhaps better
pricing it can offer, making it a go-to platform for Al companies. It’s not a traditional network
effect like a social network, but there is a scale effect: being the largest specialized Al cloud
could attract most of the Al startups who don’t want to use Big Tech cloud rivals (for reasons of
neutrality or cost). Growth investors are often willing to tolerate the risks (losses, debt, etc.) if
they believe the company is capturing a winner-takes-most market. The fact that CoreWeave’s
IPO was the largest Al-related listing ever by amount raised, even after downsizing, indicates
how growth capital sees a lot of promise here.

In spite of the clear risks (the debt, losses, concentration), growth investors might reason as
follows: “Yes, it’s risky, but if CoreWeave executes well, it could become a dominant player in an
essential new industry and be worth many times its current value in a decade.” They might also
think that some of the risks are short-term or manageable. For example, they could view the
debt as a temporary bridge that will be paid off once the company’s cash flows ramp up
(especially with that OpenAl contract providing future revenue). Or they might expect that if
CoreWeave truly succeeds, it could refinance easily or even be acquired by a larger company
(like Microsoft or NVIDIA) at a premium - providing a nice exit. Growth investing often involves
this optimism that future growth will solve present problems. Therefore, despite obvious
issues like no profitability or heavy debt, growth investors focus on metrics like customer
growth, usage growth, and technological adoption. If those remain positive, they stick with the
stock.

Could CoreWeave ever appeal to value investors? Value investors generally look for stocks
that are undervalued by the market — meaning the stock’s price is cheap relative to the
company’s intrinsic value or fundamentals (like earnings, assets, or cash flow). They often favor
companies with stable earnings, low price-to-earnings ratios, or solid asset bases that provide a
“margin of safety.” At IPO, CoreWeave is almost the polar opposite of a traditional value play: it
has no earnings (so P/E is not meaningful), a high price-to-sales, negative cash flow, and lots of
uncertainty. It is not an investment a Ben Graham or Warren Buffett-style value investor would
touch in its current state.

For CoreWeave to become attractive to value investors, a few things would likely need to
change:

1. Fundamentals Catch Up: The company would need to achieve sustainable profitability
or at least positive cash flow, and ideally pay down a lot of its debt. If, say, five years from
now CoreWeave is generating, hypothetically, $5 billion in revenue with $1 billion in net
profit, and if for some reason the stock is trading at a modest multiple of those earnings
(maybe due to earlier disappointments or simply market overlooking it), then it could
enter value territory. Value investors could then value it on a price-to-earnings or price-
to-book basis and decide it’'s cheap. For example, if in that scenario the stock were still
around $20-$40 billion market cap, a $1 billion profit would give a P/E of 20-40, which
might be reasonable. If it dropped even more relative to earnings, it could be outright
cheap. Essentially, CoreWeave would have to mature from a story stock to an earnings-
generating company.

2. Stock Price Decline Without Fatal Damage to Business: Sometimes a growth stock
can become a value stock due to a severe price decline. If CoreWeave’s stock were to
slump far below its IPO price — say it fell 50-70% in a general market downturn or



because of temporarily missed expectations —its valuation might become low relative to
assets or future potential. Suppose the stock fell so much that the market cap was back
near the amount of capital invested in the company (for argument’s sake, imagine it
traded at $5-10 billion). If at that point the business is still intact (still growing, just
slower than extreme hype), a value investor might step in thinking the market has
overshot on the pessimism. They might assess that the replacement cost of all those
GPUs and data centres, plus the contracted revenue, is worth more than $5-10B, so the
stock is a bargain. In other words, a scenario where the stock is beaten down and
unloved could attract contrarian value investors looking for a turnaround or a mispricing.

There is some precedent in tech: e.g., after the dot-com bust, companies like Amazon,
which were originally pure growth plays, saw their stock plummet. For a brief period in
the early 2000s, one could argue Amazon had value-like aspects (it was trading at a very
low price-to-book and the market was extremely sceptical, despite improving
fundamentals). A value investor who recognized the long-term viability could have
justified buying then. Similarly, if the Al hype fades and CoreWeave’s stock plunges, a
value-oriented mindset would examine its tangible assets (like GPUs which could be
sold or repurposed, contracts which ensure a baseline revenue, etc.) and decide if the
stock price is below some conservative estimate of value.

3. Margin of Safety through Assets or Guarantees: Value investors love when a
company’s assets or certain income streams cover the stock’s price. Right now,
CoreWeave’s tangible book value is not strong — it mostly has leased assets and debt.
But if over time it accumulates retained earnings or pays down debt, the balance sheet
might strengthen. If CoreWeave ever had a significant book value relative to market cap
(for instance, lots of owned hardware or cash), a value investor might take comfort.
Another angle: If the long-term contracts (like OpenAl’s) are firm and roughly equal to
the market cap in present value, a value investor might view the stock as having a floor.
For instance, $11.9B over 5 years from OpenAl is substantial; if Microsoft and others
have multi-year commitments too, one could sum up the contracted revenue and
compare to enterprise value. If the stock traded such that EV was near the guaranteed
revenue backlog, a value case can be made that you’re getting future business for “free”
beyond the contracts.

However, we should note that many value investors are also wary of industries they don’t fully
understand or that are rapidly changing. Classic value plays are often in stable or slow-changing
industries (finance, consumer goods, etc.). Tech infrastructure is not typical value territory. It
might take CoreWeave becoming a more mature, steady-growth company for value investors
to get interested — think of something like IBM or Cisco in their mature phases, which have lower
growth but steady cash flows and hence attract value-oriented shareholders. If, a decade from
now, CoreWeave becomes a slower-growing but highly profitable “utility” of Al compute, it might
start paying dividends or doing share buybacks. At that stage, value investors who seek dividend
yield or low multiples might find it appealing.

In summary, circumstances that might attract value investors include a significant stock
price decline that overshoots to the downside, or the company reaching a point of reliable
earnings at a valuation that doesn’t fully reflect that stability. Until then, value investors would
likely watch from the sidelines or invest in related areas that are more value-friendly (for
example, some value investors might prefer NVIDIA or other semiconductor companies, which,
while growth-oriented, at least have substantial earnings and assets).



Conversely, let’s articulate what makes CoreWeave attractive to growth investors even with all
its risks:

¢ Topline Growth & Market Opportunity: Growth investors are entranced by
CoreWeave’s revenue trajectory and the notion that we are in the early innings of a
massive Al buildout. The company’s story is that it could capture a significant share of
an exponentially growing Al infrastructure market. It’s not about what happened last
quarter, but where the company could be in five years. If one envisions that virtually
every enterprise and startup will need Al computing, and many will seek external
specialized clouds, CoreWeave’s customer base could explode. Growth investors invest
in that vision of the future.

e Disruption and Leadership: CoreWeave is seen as a disruptor — a smaller, focused
company taking on the giants with a better product for a specific need. Growth-oriented
portfolios often seek out such disruptors on the premise that they can grow much faster
than incumbents. The fact that even some competitors (like parts of Microsoft or other
clouds) have become CoreWeave’s customers is a validation of its value proposition,
highlighting a possibly durable competitive edge. This appeals to growth investors
looking for companies with a potential moat being built (in this case, possibly a
combination of technology, scale, and partnerships).

¢ Tolerable Risks in Context: While debt and losses are risks, growth investors might
contextualize them: the debt, though large, was used to seize a unique moment (GPU
shortage and Al gold rush) — a calculated risk that could pay off if it leads to dominant
market share. And losses are expected at this stage; many famous growth companies
(Amazon, Tesla, etc.) had years of losses before turning hugely profitable, rewarding
early believers. A growth investor might recall that Amazon was not “sound” by
traditional metrics in the late 1990s or early 2000s, yet it was an incredible growth
investment for those who understood the long-term vision. They may see parallels in
CoreWeave’s situation (though it’s worth noting many companies aren’t Amazon - which
is why it’s risky).

o Narrative and Momentum: Growth stocks often have a momentum of their own - if they
continue beating growth expectations, more growth investors pile in, propelling the
stock higher. Should CoreWeave, for example, surprise the market with even faster
growth or new big partnerships (imagine it announced a deal with, say, Meta or Google
as a partner), growth investors would double down, seeing that as evidence of an even
larger opportunity. In contrast, a value investor might remain unfazed by such news,
focusing instead on tangible results. It’s just a different mindset. CoreWeave’s narrative
—from crypto miner to Al cloud juggernaut — is a dynamic one that suits growth
storytelling.

That said, it’s worth noting that sometimes the line between growth and value can blur over a
company’s life cycle. A growth stock can become a value stock if its price crashes or if it
matures, and a value stock can become a growth stock if it finds a new growth avenue. For now,
CoreWeave firmly occupies the growth camp. It would take either a major price revaluation or
corporate maturation for value investors to seriously consider it.

In conclusion, CoreWeave fits squarely in a growth investor’s portfolio at present. It offers
high growth, a stake in the transformational Al trend, and a potentially big payoff if things go right



—along with high risk, which growth investors are willing to accept. Value investors, by
contrast, will likely avoid CoreWeave until it shows a track record of stable earnings or until
the market significantly undervalues it relative to its assets or guaranteed income. Should the
company transition to a phase of sustainable profits or if its stock becomes beaten down to
bargain levels without a collapse in the underlying business, then it might start to appear on
value investors’ radar. Until those circumstances emerge, CoreWeave’s story will be one for
growth-oriented funds and investors who are comfortable betting on future potential over
present stability.

In essence, investors must align their strategy with their outlook on CoreWeave: those who see
it as a future pillar of the Al economy will invest despite current red ink (growth perspective),
whereas those who require evidence of fundamental soundness will wait until the company’s
financials and price align with traditional value criteria - if that day ever comes.



