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Introduction and Background 

CoreWeave is a cloud computing company specialising in GPU-based infrastructure for 
artificial intelligence (AI) workloads. Founded in 2017 as an Ethereum cryptocurrency miner, 
CoreWeave dramatically pivoted its business model once Ethereum moved to proof-of-stake in 
2022, which rendered GPU mining far less profitable. The company repurposed its extensive 
GPU fleet toward AI and high-performance computing, positioning itself to capitalize on the 
surging demand for AI model training and inference following breakthroughs like OpenAI’s 
ChatGPT in late 2022. This strategic pivot drove explosive growth: CoreWeave’s revenue 
skyrocketed from just $15.8 million in 2022 (mostly from mining) to $228.9 million in 2023, and 
then to $1.92 billion in 2024—a 737% year-over-year jump. However, this growth came at the 
cost of mounting losses, as net income swung from a $31 million loss in 2022 to a $593.7 
million loss in 2023, widening further to an $863.4 million loss in 2024. Figure 1 illustrates 
CoreWeave’s revenue explosion against its widening net losses during this period. 

 

Figure 1: CoreWeave’s revenue vs. net income, 2022–2024. The pivot from crypto mining to AI 
infrastructure in 2023 drove exponential revenue growth alongside ballooning losses 

These figures underscore the company’s “growth-at-all-costs” strategy leading up to its IPO. 
By 2024, CoreWeave had established itself as a key player in AI cloud infrastructure, attracting 
marquee customers and partners. Microsoft became its largest client through cloud capacity 
deals for AI services, and even Nvidia – CoreWeave’s GPU supplier – invested $100 million and 
became a significant customer by renting its own chips via CoreWeave. With AI infrastructure 
demand “sky-rocketing” globally and investor enthusiasm returning to the sector, CoreWeave 
set the stage for a high-profile stock market debut. 

1. IPO Dynamics & Timing 

CoreWeave’s initial public offering in March 2025 was one of the most anticipated tech listings 
in recent years. In fact, at ~$1.5 billion raised, it was the largest U.S. venture-backed tech IPO in 
almost four years, signalling a reopening of the IPO window for big tech startups. The timing of 
the IPO coincided with a mix of excitement and caution in the market. On one hand, the post-
ChatGPT AI boom had fueled tremendous investor appetite for AI infrastructure plays – 
evidenced by CoreWeave’s soaring valuation from $7bn to $23bn within 2024. CoreWeave 
hoped to ride this wave of enthusiasm, as peers in the AI hardware and data center space (e.g. 



GPU suppliers, chipmakers, and cloud firms) saw their stock prices and valuations surge in 
2023. On the other hand, macroeconomic conditions introduced headwinds: high inflation 
and rising interest rates in 2024 dampened overall market sentiment for risk assets, and the 
tech IPO market had been largely dormant since late 2021. Investors had become selective and 
valuation-sensitive, even for high-growth AI companies, leading CoreWeave to carefully 
calibrate its IPO strategy. 

Pricing Strategy: Initially, CoreWeave eyed an IPO valuation of around $35 billion and an 
indicative price range of $47–$55 per share. However, as launch approached, market 
sentiment softened. Broad economic uncertainty and some cooling of the early AI frenzy made 
investors wary of richly valued offerings. Notably, even comparable IPOs in tech (such as the 
late-2023 ARM IPO and other cloud/software listings) saw mixed results, reinforcing a cautious 
pricing stance. CoreWeave responded by slashing its IPO target: it reduced the offering from 
49 million to 37.5 million Class A shares and priced at $40 per share, below the initial range. 
This move cut the expected proceeds by ~27% and implied a downshift in market 
capitalisation to ~$23 billion from the hoped ~$35 billion. CoreWeave’s CEO Michael Intrator 
acknowledged the “macro headwinds” and the need to “right-size the transaction for where 
the buy interest was”. Crucially, Nvidia stepped in as an anchor investor to bolster the deal, 
purchasing shares at the $40 IPO price to help offset weaker-than-expected demand. Such a 
backstop by a key partner was highly unusual and underscored both Nvidia’s strategic interest 
and the challenges of the market environment. 

Investor Appetite and Rationale: Despite the reduced pricing, there remained significant 
investor appetite for AI infrastructure plays like CoreWeave. The IPO was framed as an 
opportunity to invest in a pure-play “AI hyperscaler” – essentially a smaller, specialized cousin 
to cloud giants like AWS and Azure, but focused on cutting-edge GPU compute. Investors 
bullish on the AI trend viewed CoreWeave as a picks-and-shovels bet on the AI gold rush, 
providing critical capacity for model training and deployment. The company’s story – a nimble 
startup that pivoted from Ethereum mining to become an enabler of generative AI at scale – 
offered a compelling strategic rationale. By leasing GPU power to clients, CoreWeave helped 
companies avoid massive capital expenditure on their own hardware, a value proposition that 
attracted customers such as Microsoft, OpenAI, Meta, and others. CoreWeave’s management 
argued that the IPO would provide capital to accelerate growth and meet surging demand, 
positioning the firm as a key infrastructure provider in the AI era. Furthermore, launching the 
IPO in early 2025 allowed CoreWeave to get in front of potential competitors in the pipeline (for 
instance, other AI startups or data center operators considering IPOs). In summary, the timing 
was a delicate balance: soon enough to leverage the AI hype cycle, but with concessions in 
pricing due to market volatility and investor scrutiny of risks. 

2. Private Equity Involvement in Governance and Strategy 

Unlike many venture-backed tech startups, CoreWeave’s rise was fuelled largely by private 
equity, hedge funds, and asset managers rather than traditional “Sand Hill Road”1 venture 
capital. Key backers included Magnetar Capital (a multi-strategy hedge fund), Blackstone and 
Carlyle (private equity giants), Coatue Management (a tech-focused crossover fund), and 
BlackRock and Fidelity (asset management firms). These investors injected billions into 

 
1 The term “Sand Hill Road” venture capital refers to the traditional model of early-stage venture capital 
investment commonly associated with firms based in Silicon Valley—particularly along Sand Hill Road in 
Menlo Park, California. This street has historically been the hub for many well-known venture capital firms 
that specialise in funding and nurturing technology startups from their early stages through growth 
phases. 



CoreWeave through a series of late-stage financings in 2023–2024, shaping everything from its 
boardroom to its balance sheet structure. 

Governance and Board Composition: The influence of private investors is evident in 
CoreWeave’s governance. Magnetar and Coatue, for example, led major funding rounds and 
likely negotiated board representation or observer rights. In May 2024, CoreWeave even signed 
a “Director Nomination” agreement granting Magnetar the right to appoint a board member, 
reflecting Magnetar’s clout as a lead investor (as per SEC filings). To bolster corporate oversight 
ahead of the IPO, CoreWeave also added prominent independent directors. Notably, former 
Hewlett-Packard CEO Meg Whitman was appointed to the board in March 2025, bringing 
public-company leadership experience and signaling to the market that governance was being 
taken seriously. This mix of investor-appointed directors and seasoned independents created a 
board geared toward navigating an imminent IPO and the subsequent transition to public 
markets. 

Executive Incentives and Strategy: Private equity backers typically emphasize disciplined 
execution and alignment of management with shareholder returns, and CoreWeave was no 
exception. While specific executive compensation details are not all public, we can infer that 
PE investors pushed for incentive structures tied to performance and an exit timeline. The 
rapid scale-up strategy – pouring capital into GPU assets and data centers to win large 
customer contracts – aligns with a playbook of achieving hyper-growth in revenue (to justify a 
high IPO valuation) even at the expense of short-term profitability. These investors were clearly 
oriented toward an IPO “exit”: as one analysis noted, “this IPO is as much about giving early 
investors an exit as it is about raising capital for expansion”. Indeed, some financiers structured 
innovative deals to secure their upside at IPO. For instance, Magnetar co-led multiple 
financings and arranged a large convertible note that would convert into equity at the IPO, 
accompanied by a penny warrant enabling Magnetar to buy additional shares for $0.01 each. 
This effectively guaranteed Magnetar a significant stake at a steep discount, aligning its 
interests with pushing CoreWeave to go public sooner rather than later. Such arrangements 
suggest that early backers engineered the funding with an eye on the IPO, locking in 
preferential terms for themselves upon a public listing (even if it meant potential dilution to 
others later). 

Funding Structure – Debt-Fueled Growth: Interestingly, CoreWeave’s investors did not rely 
only on equity financing; they also turned to massive debt facilities to fund growth. In 2023 and 
2024, the company raised unprecedented levels of debt for a startup – including a $2.3 billion 
facility in late 2023 and a $7.5 billion debt facility in May 2024 led by Blackstone and 
Magnetar. These debt rounds were structured by private equity and credit investors rather than 
traditional banks, illustrating how non-traditional lenders shaped CoreWeave’s capital 
structure. The debt was secured by GPU hardware and customer contracts, effectively 
making CoreWeave a highly leveraged bet on AI demand continuity. This approach – heavy 
leverage to minimize dilution – is common in private equity deals, but rare for a young, 
unprofitable tech company. It reflects the influence of CoreWeave’s backers in pursuing an 
aggressive expansion without giving up too much ownership. The flip side is that these investors 
also introduced significant financial risk, which had implications for the IPO (as discussed 
later). 

In summary, private equity and related investors were instrumental in CoreWeave’s journey to 
the public markets. They installed a governance framework to guide the company through rapid 
growth, financed its expansion through a creative mix of equity and debt, and ultimately 
drove the timing and structure of the IPO as their chosen exit strategy. Their involvement 



ensured CoreWeave hit the public markets as a well-funded (if highly leveraged) company, 
albeit one where early backers had already secured considerable influence and favourable 
terms. 

3. Secondary Market Challenges: Debt, Liquidity and Post-IPO 
Performance 

CoreWeave’s transition to public trading brought to light several secondary market issues that 
concerned investors. Chief among these were the company’s heavy debt obligations, 
questions about liquidity and dilution, and the volatility of its valuation in the aftermarket. 

Debt Overhang and Repayment Risk: By the time of its IPO, CoreWeave was carrying an 
extraordinary debt load for a tech growth company. It had drawn roughly $8.0 billion of debt 
from its credit facilities by end of 2024, with an additional ~$4.4 billion remaining available. This 
leverage is dramatically high – CoreWeave’s debt-to-equity ratio stood at over 1,260% (debt 
more than 12.6× its book equity) as of Dec 2024. The repayment schedule on these borrowings 
added pressure: about $7.5 billion in debt comes due within ~2 years, including one tranche 
maturing in December 2025. Such looming maturities created a sense of urgency around the 
IPO; indeed, a key use of IPO proceeds was to pay down debt and refinance obligations. 
Management explicitly confirmed this, with the CEO stating that of the $1.5B raised, a portion 
would “be used to pay down some debt” to better position the balance sheet. While paying off 
$1–2B would help, CoreWeave would still have substantial debt post-IPO, meaning investor 
confidence in its ability to service and roll over debt is critical. The high-interest rates 
(reportedly low double-digits on the facilities) impose an interest expense on the order of $800+ 
million per year, consuming most of CoreWeave’s operating cash flow and raising concerns 
about solvency if business growth falters. In essence, the company entered the public market 
with a WeWork-like debt overhang, having signed ~$15 billion in data center and equipment 
lease commitments off-balance-sheet to fuel growth. This hidden leverage and large debt 
repayments due in 2025–26 weighed heavily on investor sentiment, as failure to refinance or 
generate sufficient cash could force dilutive capital raises or asset sales. 

Investor Confidence and Liquidity: The spectre of this debt impacted investor confidence 
and valuation volatility during CoreWeave’s market debut. While the IPO got done at 
$40/share, the stock’s early trading was muted. Shares actually opened slightly below the IPO 
price and struggled to gain momentum in the first days of trading. By the end of the first trading 
day, CRWV stock closed exactly at $40 (flat vs. IPO price), and by the next trading session it had 
dipped into the high-$30s. Within the first trading week, CoreWeave was down roughly 7–10% 
from its issue price, suggesting a lukewarm reception. Analysts noted that the market was 
taking a “glass half empty” view – focusing on CoreWeave’s risks over its opportunities. In 
particular, the $7+ billion debt and lack of profitability loomed large. One analyst remarked 
that these issues “overshadowed” the impressive $1.9bn revenue trajectory. Another pointed 
out that Microsoft’s recent signals of moderating its AI infrastructure spending made 
investors jittery about CoreWeave’s future growth (given Microsoft is the largest customer). On 
the positive side, the presence of cornerstone investors like Nvidia and the announcement of a 
huge contract with OpenAI (discussed below) provided some reassurance and liquidity. 
Nvidia’s participation in the IPO and OpenAI’s $350m equity private placement (at IPO) 
indicated that strategic partners had skin in the game, which may have prevented a deeper slide
. Nonetheless, trading volume and volatility remained high in early weeks as the market 
digested CoreWeave’s unique risk profile. The heavy use of debt financing essentially meant 
public shareholders were subordinated to a large creditor base, an unusual situation for a 



newly public growth company and a factor that likely increased the equity risk premium (and 
thus kept the stock price in check). 

Potential Future Dilution: Another concern in the secondary market is the potential for further 
dilution of public shareholders. Some dilution was essentially “baked in” due to the special 
deals granted to early investors. For example, Magnetar’s convertible notes and penny warrants 
(acquired in 2024) would convert to equity on favourable terms, effectively giving Magnetar 
additional shares at almost no cost. When these shares become freely tradable, they could 
increase the float and put downward pressure on the stock if Magnetar or others sell to realize 
gains. Moreover, if CoreWeave cannot generate positive free cash flow soon, it may need to 
issue more equity or equity-linked securities to service debt or raise expansion capital. The S-1 
filing warned of this possibility, and analysts have flagged the risk of future equity issuance (or 
secondary sales by insiders) as an overhang on the stock. Indeed, even just before the IPO, 
CoreWeave conducted a $650 million secondary share sale (November 2024) in which existing 
shareholders sold stock to new investors at a $23bn valuation. That secondary round – led by 
firms like Jane Street and Fidelity – was intended to provide pre-IPO liquidity and set a pricing 
benchmark, but it also expanded the shareholder base. With so many stakeholders (early 
backers, employees with options, strategic partners like OpenAI receiving shares) potentially 
looking to monetize at some point, the supply of shares in the market could increase, 
tempering price appreciation. 

Analyst Coverage and Aftermarket Performance: Initial coverage of CoreWeave in the public 
market was mixed. Some analysts saw the lackluster debut as company-specific, not a 
harbinger for the broader AI sector. For instance, Rosenblatt Securities noted the disappointing 
IPO could be discouraging for the market, yet remained positive on CoreWeave’s long-term 
prospects for enabling high-performance computing, especially for clients like Bitcoin miners 
repurposing to AI. Others were more skeptical: D. Boral Capital commented on how ambitious 
the original fundraising was (aiming for $2.7B) versus the reality of $1.5B raised at a cut 
valuation. They highlighted that even strong partnerships (with Nvidia, Microsoft, OpenAI) might 
“not be enough for investors at [this] lofty valuation” given the unproven profitability and heavy 
leverage. These tempered views kept the stock underperforming in the immediate post-IPO 
period relative to pure-play AI software peers. Over the following months, valuation volatility 
persisted – any news on AI spending trends, GPU shortages, or interest rate changes tended to 
swing CoreWeave’s stock, reflecting its position as a high-beta, high-leverage play on the AI 
theme. By addressing some of the debt with IPO funds and demonstrating progress on 
diversifying its customer base (e.g. onboarding new contracts beyond Microsoft), CoreWeave 
aimed to assuage these secondary-market concerns. 

4. Fundamental Analysis and Investment Considerations 

From a fundamental standpoint, CoreWeave presents a mix of extraordinary growth and 
significant risks. Investors must parse the financial statements and business model 
sustainability to determine whether the company’s long-term prospects justify its valuation 
and risk profile. 

Revenue Growth and Profitability: CoreWeave’s financials reflect a classic high-growth, 
capital-intensive startup transitioning to scale. The top-line growth has been phenomenal – 
revenue climbed from a mere $16 million in 2022 to $1.92 billion in 2024, as shown earlier in 
Figure 1. This was driven by surging demand for AI computation and the company’s ability to 
rapidly deploy GPU servers to clients. In 2024 alone, revenue grew ~737% year-on-year, one of 
the fastest growth rates seen in the cloud industry. However, bottom-line profitability is 



deeply negative. CoreWeave posted a net loss of $863.4 million in 2024, widening from a 
$593.7 million loss in 2023. The net loss equated to roughly 45% of revenue, meaning nearly 
half of every dollar earned was lost after expenses. The primary drivers of these losses are 
enormous depreciation charges on GPU hardware and data centers (over $800M in 2024) and 
interest costs on debt.  

EBITDA and Margins: On an adjusted basis, CoreWeave’s core operations are more 
encouraging. If we exclude non-cash costs, the adjusted EBITDA in 2024 was around $1.2B 
(roughly a 62% EBITDA margin)– indicating that the underlying cloud services business can be 
highly profitable at scale before accounting for capital costs. Gross margins were also strong, 
on the order of 70–75% in 2024, reflecting efficient utilization of GPU infrastructure and high-
value services. These robust margins suggest that unit economics are attractive: when GPUs 
are fully utilized by customer workloads, revenue far exceeds the variable costs (power, 
maintenance, support). The challenge is that CoreWeave is in an expansion phase where it 
must continuously invest in new hardware and data centres (leading to depreciation) and is 
burdened with heavy interest from its leveraged financing. As a result, GAAP profitability may 
be years away. The company’s ability to eventually flip to positive net income depends on 
maintaining high utilisation of assets, achieving economies of scale, and refinancing or retiring 
debt to cut interest expenses. 

Capital Structure – Debt and Cash: CoreWeave’s fundamentals are markedly impacted by its 
capital structure. The company had approximately $1.4 billion in cash on the balance sheet 
around the IPO, bolstered by the recent equity raises. But it also had drawn about $7.9–8 billion 
in debt by late 2024, with total committed debt facilities over $12 billion. As noted, this leverage 
results in a debt-to-equity ratio above 1200%– an extreme figure for any company, let alone a 
young one. CoreWeave’s assets are largely the GPU servers themselves, which depreciate 
quickly given the fast pace of chip advances. Borrowing so heavily against assets that lose 
value each year is risky; it’s akin to “financing a tech startup like a real estate project,” and 
leaves little room for error if asset values or revenue drop. Investors in the IPO had to be 
comfortable with this unconventional balance sheet, effectively trusting management to 
manage the debt through rapid growth. Post-IPO, the plan is to deleverage somewhat (using 
~$500M–$1B of the IPO proceeds to pay debt), but CoreWeave will still carry substantial 
liabilities. The company’s interest coverage ratio on a cash basis is thin – roughly 1.4× EBITDA 
if assuming the full debt was drawn– meaning any slip in operating performance could 
jeopardize debt service. This is a key fundamental risk: CoreWeave does not yet have the stable 
cash flows typical of an infrastructure business, yet it has the debt load of one. 

Business Model Sustainability (GPU Leasing): CoreWeave’s model of leasing GPU compute 
power to customers (sometimes described as “GPU cloud” or GPU-as-a-service) has proven 
demand, but its sustainability will depend on multiple factors: 

• Technology Cycle: GPUs and AI accelerators rapidly improve each generation. 
CoreWeave must continually invest in the latest hardware to offer competitive 
performance/price; older GPUs may become obsolete or less desirable. This 
necessitates ongoing capital expenditures or lease commitments. The company’s long-
term success hinges on keeping its fleet cutting-edge without overspending or 
accumulating too much obsolete inventory. 

• Utilisation and Demand: The economics of the model work well if demand for AI 
compute remains high and growing, allowing CoreWeave to keep its servers utilized. 
So far, demand has indeed been booming – evidenced by multi-billion dollar contracts 
like the new $11.9B, 5-year deal with OpenAI. This contract (where CoreWeave provides 



cloud capacity to OpenAI and even issues $350M in stock to OpenAI as part of the 
partnership) both validates the demand and helps lock in a major customer for the next 
few years. However, if AI spending were to plateau or if a cyclical downturn occurred, 
CoreWeave could be caught with excess capacity. The fixed long-term leases it has 
signed for data center space, power, and equipment (totaling ~$15B in commitments) 
would become a burden if not supported by revenue. This is the classic WeWork-style 
risk of leasing long-term to fund short-term growth: it works well in boom times but can 
crash hard in a bust. 

• Competitive Moat: CoreWeave’s competitive position relies on being a specialised 
provider offering better availability or pricing of AI computing than the major cloud 
incumbents. In the short run, it has benefited from extreme demand that even 
hyperscalers couldn’t fully meet, and from a close relationship with Nvidia ensuring 
supply of GPUs. Over time, however, competition may intensify. Cloud giants like 
Microsoft Azure and Amazon AWS are direct competitors (and indeed Microsoft is also a 
partner/client, highlighting a complex relationship). These giants could decide to invest 
heavily to match or undercut CoreWeave’s offerings for external customers. 
Additionally, other specialized GPU cloud startups (on a smaller scale, e.g. Lambda 
Labs, Paperspace) and new entrants could nibble at niches. CoreWeave will need to 
build a strong brand and possibly proprietary software (or a platform ecosystem) to 
retain customers when others enter the fray. 

• Vendor Dependence: The company is highly dependent on Nvidia as its primary 
hardware supplier. Nvidia not only supplies the critical GPUs but is also an equity 
investor and a customer (leasing capacity from CoreWeave). While this partnership has 
been an enabler of CoreWeave’s rise (ensuring early access to the latest GPUs during a 
supply-constrained period), it is also a single point of failure risk. If Nvidia were to 
prioritize other buyers or face production issues, CoreWeave’s expansion could stall. 
Moreover, Nvidia has many strategic partners (e.g. cloud providers, OEMs) and could in 
theory choose to favor them or even expand its own direct cloud offerings (Nvidia has 
floated ideas like offering rental of its supercomputers as a service). One analyst 
described CoreWeave as “a derivative trade on Nvidia’s business strategy”– meaning 
CoreWeave’s fate is tightly linked to Nvidia’s choices and the overall GPU market 
dynamics. 

Reliance on Key Customers: A critical issue evident in CoreWeave’s fundamentals is 
customer concentration. In 2024, a staggering 77% of CoreWeave’s revenue came from just 
two customers. The largest was Microsoft, which alone accounted for about 62% of total 
revenue in 2024. The second-largest, identified only as “Customer C” in filings, is widely 
reported to be Nvidia itself (through a $1.3B, multi-year cloud usage commitment). This level of 
concentration is highly unusual for a company at IPO – essentially, CoreWeave’s growth has 
been powered by a couple of “whale” contracts. While landing such big clients shows product-
market fit, it poses significant risk. If either of those clients reduces its usage or terminates the 
relationship, CoreWeave’s revenue could plummet. Microsoft in particular holds substantial 
bargaining power: as noted earlier, Microsoft’s strategy has been to lease GPU capacity as a 
flexible stopgap while it builds its own AI infrastructure . Microsoft can scale down its 
CoreWeave usage the moment it decides it has sufficient internal capacity or a better 
alternative – leaving CoreWeave with idle resources. Figure 2 below illustrates the 2024 
revenue breakdown, dominated by Microsoft. 



 

Figure 2: CoreWeave’s 2024 revenue by customer. Just two clients – Microsoft (~62%) and 
(presumably) Nvidia (~15%) – made up over three-quarters of revenue, highlighting heavy 

customer concentration risk. 

Diversification of the customer base is thus a top priority for CoreWeave’s post-IPO strategy. 
The OpenAI contract is a step in that direction, potentially adding a third major customer 
(though notably, OpenAI’s usage is closely tied to Microsoft, since Microsoft is a major backer 
of OpenAI). CoreWeave is also courting other large enterprises and research firms in need of AI 
compute. Still, from an investment standpoint, until the revenue base broadens, CoreWeave’s 
fortunes are intertwined with those of its few key customers. This elevates the risk profile: 
any negative development with Microsoft or Nvidia (such as Microsoft building a rival GPU farm 
or Nvidia cutting spending or support) could materially impact CoreWeave’s fundamentals. 

Operational and Regulatory Factors: Operationally, CoreWeave faces the challenge of scaling 
quickly across multiple data center sites. The company must secure enough electricity (often a 
limiting factor for large data centers), cooling infrastructure, and physical security for its 
facilities – all while ensuring high performance and uptime for customers’ workloads. So far, it 
has managed rapid deployments, but execution risks remain (e.g. delays in data center build-
outs or difficulties in hiring skilled engineers to run them). Regulatory risks for CoreWeave are 
relatively limited in the sense that AI infrastructure provision is not heavily regulated yet. 
However, there are areas to watch: export controls on advanced chips (the U.S. has restricted 
some AI chip sales to certain countries – if CoreWeave has international expansion plans, 
geopolitical tensions could impact it), environmental regulations (data centers consume huge 
power; regulations on energy usage or carbon emissions could indirectly affect operating 
costs), and any future AI-specific regulations (if governments require certain AI workloads to 
meet compliance or security standards, CoreWeave might need to adapt its platform). At 
present, these are not major concerns compared to the financial and market risks discussed, 
but investors will keep an eye on anything that could increase CoreWeave’s cost structure or 
limit its operational flexibility. 

In sum, the fundamental picture of CoreWeave is one of high-growth potential balanced by high 
risk. The company has demonstrated the ability to generate revenue rapidly in a burgeoning 
market, with solid gross margins and strong customer demand. However, it also carries an 



atypical debt load, heavy reliance on a few partners, and ongoing losses. The sustainability of 
its GPU leasing business model will hinge on maintaining growth, diversifying its customer and 
supplier relationships, and steadily moving toward a more balanced financial footing (either by 
growing into its capital structure or by de-leveraging). This duality makes CoreWeave a complex 
case for investors to evaluate, as discussed next in terms of growth vs. value investing 
frameworks. 

5. Value vs. Growth Investing Considerations 

The question of whether CoreWeave represents a growth investment or a value trap (or 
opportunity) is a matter of perspective and time horizon. By most traditional metrics, 
CoreWeave would not be considered a “value stock” at the time of IPO. It traded at a price-to-
sales (P/S) multiple of roughly 12× based on 2024 revenues ( ~$23bn market cap / $1.92bn 
sales), which is high in absolute terms and assumes substantial future growth. It has no 
earnings (in fact, large negative earnings), so it cannot be valued on a price-to-earnings basis 
except on a very forward-looking speculative basis. Additionally, its tangible book value is small 
relative to its market cap, and much of its assets are specialized equipment. In classic value-
investor terms – which favour low multiples, steady cash flows, and strong balance sheets – 
CoreWeave would not qualify. 

Instead, CoreWeave is clearly a growth-oriented investment. It appeals to investors who are 
willing to pay a premium today for the prospect of outsized growth and market leadership in a 
nascent industry (AI cloud infrastructure). Growth investors would point to CoreWeave’s 
incredible revenue trajectory, its positioning at the heart of a secular technology trend, and its 
strong gross margins as indicative that earnings will eventually follow. The total addressable 
market for AI compute is expected to expand dramatically in the coming years, as more 
industries adopt AI and as AI models become more complex (requiring more compute). 
CoreWeave, as an early mover with significant capacity online, could capture a meaningful 
share of this growing pie. If one believes that CoreWeave is in the “early innings of a secular AI 
infrastructure boom”, then the company could conceivably continue a high growth rate for 
several years, making current revenue look small relative to future revenue. Under that scenario, 
the current valuation might even be justified or undervalued – a viewpoint some optimistic 
analysts hold. Growth-focused investors might compare CoreWeave to the early days of 
companies like Amazon Web Services (within Amazon) or Snowflake – businesses that incurred 
losses and took on big investments to scale, but ultimately created enormous shareholder 
value by dominating a critical infrastructure niche. 

However, even growth investors must weigh quality of growth and execution risk. CoreWeave’s 
growth, while impressive, is extremely concentrated (as noted, hinging on a couple of clients) 
and highly leveraged. This sets it apart from a prototypical high-growth tech company that 
might have a more flexible balance sheet. The heavy debt could constrain growth if not 
managed carefully, or worse, could threaten the company’s viability in a downturn. Some 
investors might argue CoreWeave resembles a leveraged buyout-style company more than a 
venture-backed startup, making it a unique hybrid that doesn’t fit cleanly into growth or value 
categories. In fact, one could say CoreWeave has the risks of a value stock (debt, asset-heavy) 
combined with the valuation of a growth stock. This combination requires a specific risk 
appetite. Value investors typically shy away from such stories, unless the stock price falls to 
distressed levels that significantly undervalue the assets. If CoreWeave’s stock were to decline 
sharply (e.g., well below the IPO price) such that its enterprise value relative to tangible assets 
or contracted revenue became attractive, then deep-value or distressed asset investors might 



take interest. Short of that, most value-oriented funds would likely be on the sidelines, given the 
lack of current earnings and the execution risks. 

Investor Perspectives: By early 2025, market opinions on CoreWeave diverged. Growth-
oriented bulls argue that CoreWeave is building the “next generation of cloud” and that its first-
mover advantage in AI infrastructure will translate to pricing power and eventually a network 
effect (with many AI startups and enterprises gravitating to its platform). They point to 
CoreWeave’s strategic partnerships – e.g., with OpenAI, Nvidia, Microsoft – as validation of its 
model and as providing a moat that newcomers will find hard to breach. Bulls also highlight the 
fact that AI workloads are essentially an insatiable demand driver right now; even with big-
tech competition, the demand is so high that multiple players can thrive. In this optimistic view, 
CoreWeave’s current losses are an investment in capturing market share, and as long as 
revenue keeps multiplying, the stock should be viewed more like a high-growth SaaS or cloud 
company (many of which traded at 10–20× revenues during growth phases). They might 
compare CoreWeave’s valuation to those of other AI-related companies or recent IPOs – for 
example, Snowflake at one point traded around 40× forward sales; Nvidia itself, while profitable, 
trades at over 20× sales due to AI excitement. By those benchmarks, a ~12× sales multiple for 
CoreWeave could even be seen as relatively modest if one believes CoreWeave can eventually 
achieve software-like margins at scale. 

On the other side, more skeptical investors (including some value-oriented hedge funds) 
caution that CoreWeave’s situation has shades of past tech IPO bubbles where growth blinded 
markets to underlying fragility. The comparison to WeWork’s failed IPO is telling: like WeWork, 
CoreWeave has taken on huge fixed commitments (leases, debt) to fuel growth and used 
creative financing to appear more asset-light than it really is. If the AI boom were to slow or if 
larger competitors undercut prices, CoreWeave could face a cash crunch while locked into big 
obligations. Additionally, skeptics note that CoreWeave’s reliance on essentially one supplier 
(Nvidia) and one primary customer (Microsoft) put it in a precarious position – arguably even 
more precarious than young companies which at least own their tech/IP or have diversified 
customers. One industry observer quipped that “Microsoft is both wind in their sails and a cliff 
they’re sailing toward”; it provides revenue now but could doom CoreWeave if it pulls back. 
These risks make some analysts feel that CoreWeave’s IPO valuation was overextended, and 
indeed one could see the difficult IPO pricing as evidence that many institutional investors were 
unconvinced at higher prices. For such wary investors, CoreWeave’s stock might need to trade 
at a significant discount (to peers or to intrinsic value) to compensate for the risks – a scenario 
that could happen if, for example, results in the first couple of quarters disappoint or if the 
market overall declines. Until then, they see better opportunities elsewhere in tech or prefer 
more established companies benefiting from AI (such as chip makers or software firms with 
clearer profitability). 

Valuation Comparables: It is challenging to find perfect comparables for CoreWeave given its 
unique profile. It sits somewhere between traditional data centre operators (like Equinix, 
Digital Realty Trust) and cloud service providers (like portions of AWS/Azure or GPU cloud 
startups). Traditional data centre REITs trade at lower multiples (often based on funds-from-
operations), reflecting stable cash flows – a contrast to CoreWeave’s high growth but negative 
cash flow. If CoreWeave were valued like a data centre business, its current valuation would be 
hard to justify. Conversely, if valued like a high-growth cloud provider, one must believe it can 
eventually command SaaS-like2 margins and a dominant market share. As a rough marker, 

 
2 “SaaS-like margins” refers to profit margins that resemble those typically achieved by Software as a 
Service companies. SaaS businesses often enjoy very high gross margins—typically in the 70% to 90% 
range—because once the software platform is developed, the cost of delivering additional units (or 



Snowflake (a cloud data platform) at the time of its IPO (2020) had ~ $0.5bn revenue and was 
valued around $12bn (about 24× sales); CoreWeave at IPO had ~$1.9bn revenue and a $23bn 
valuation (about 12× sales). But Snowflake’s revenue was more diversified and it had 75% gross 
margins with software economics, whereas CoreWeave’s revenue, while larger, is concentrated 
and tied to hardware. Another comparable could be Switch Inc., a data centre company that 
was rumoured to consider IPO at ~$40bn including debt; that indicates public markets have 
been willing to consider high valuations for large-scale compute infrastructure assets, though 
Switch had established facilities and positive EBITDA. Ultimately, CoreWeave’s valuation will 
hinge on how investors categorize it: as a pure-play AI growth stock (willing to grant high 
multiples) or as a leveraged infrastructure provider (applying more conservative multiples). 

In conclusion, CoreWeave’s investment profile embodies the growth vs. value tension in 
contemporary markets. It offers a compelling growth narrative in a cutting-edge field (AI 
infrastructure), which aligns with a growth investing approach. Yet its heavy debt and execution 
risks introduce concerns about fundamental value and downside protection, which value-
focused analysis cannot ignore. Going forward, how the company executes in its first years as a 
public entity – e.g., whether it can continue high growth, start narrowing losses, and manage its 
leverage – will likely determine whether CoreWeave becomes a rewarding growth stock or if it 
struggles and falls into the kind of deep-value territory that more contrarian investors might 
consider. At the time of its IPO in 2025, it stands as a test case for investors’ appetite to 
underwrite high-risk, high-reward tech IPOs in the post-2021 era. 

  

 
serving additional customers) is relatively low. In contrast, hardware-based companies usually face 
higher capital expenditures and operating costs. In the context of the case study, if CoreWeave—primarily 
an infrastructure provider leasing GPU capacity—could streamline operations and achieve very high 
utilisation of its resources, it might be able to approach these high margins typical of SaaS companies. 
Essentially, the hope is that CoreWeave can grow so efficiently that its incremental costs become small 
compared to its revenue, thereby mimicking the cost structure of a SaaS model, despite its inherently 
asset-heavy business. 
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Case Discussion Questions 

1. IPO Dynamics & Timing: Given the macroeconomic backdrop and CoreWeave’s rapid 
pivot to AI, 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 AI 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 better in 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? 

  



Glossary of Case Terms 

A 

• AI (Artificial Intelligence): 
Technology that enables machines to mimic human intelligence processes such as 
learning and problem solving. In the case, AI is central to CoreWeave’s pivot from crypto 
mining to providing GPU-powered infrastructure for AI workloads. 

• Adjusted EBITDA: 
A measure of a company’s core operating performance by excluding non-cash or one-
off expenses from EBITDA (Earnings Before Interest, Taxes, Depreciation, and 
Amortization). It helps investors assess underlying profitability without the noise of 
capital structure or tax differences. 

• Anchor Investor: 
A key investor who commits to purchase a significant portion of shares during an IPO, 
providing a vote of confidence and helping to stabilize the offering. 

B 

• Backstop Investor: 
An investor (often a strategic partner) who agrees to buy shares if public demand falls 
short. This commitment can help ensure that an IPO reaches its capital-raising goals. 

• Board Governance: 
The structure and processes by which a company’s board oversees strategy and 
decision-making. In this case, the involvement of private equity backers influenced 
board composition and governance to guide CoreWeave’s rapid expansion and IPO 
preparation. 

C 

• Convertible Note: 
A short-term debt instrument that converts into equity at a later date, typically during an 
IPO. It allows investors to benefit from the company’s future growth while initially 
providing debt financing. 

• Credit Facility: 
A pre-approved loan or line of credit that companies can draw upon as needed. 
CoreWeave used significant credit facilities to fuel its rapid expansion. 

• Customer Concentration: 
The extent to which a company’s revenue depends on a small number of customers. For 
CoreWeave, a large portion of its revenue came from a few major clients, which poses 
risks if one or more key customers reduce their spending. 

D 

• Debt Overhang: 
A situation where a company’s high debt load hampers its ability to invest in growth. In 
CoreWeave’s case, the massive debt obligations present significant risks and influence 
its strategic decisions. 



• Debt-to-Equity Ratio: 
A financial metric comparing a company’s total debt to its shareholder equity. The 
extremely high ratio in the case study highlights CoreWeave’s reliance on debt 
financing. 

• Dilution: 
The reduction in existing shareholders’ ownership percentage when new shares are 
issued. This risk is heightened when convertible instruments or secondary offerings 
expand the total share count. 

E 

• Equity Financing: 
Raising capital by issuing shares rather than borrowing money. CoreWeave’s transition 
to public markets was driven in part by equity financing to support its growth. 

• Exit Strategy: 
A plan outlining how investors will eventually realize returns on their investments, often 
through an IPO or a sale of the company. 

F 

• Financial Leverage: 
The use of borrowed funds to amplify potential returns. While leverage can boost 
growth, it also increases the risk profile, as seen in CoreWeave’s substantial debt 
burden. 

G 

• Growth-at-all-Costs Strategy: 
A business approach that prioritizes rapid expansion and market share over short-term 
profitability. CoreWeave pursued aggressive growth, resulting in soaring revenues but 
also ballooning losses. 

• GPU Leasing: 
The business model of renting out GPU (graphics processing unit) capacity to 
customers for high-performance computing and AI tasks. This is the cornerstone of 
CoreWeave’s operational model following its pivot from cryptocurrency mining. 

H 

• Hedge Funds: 
Investment funds that employ advanced strategies (such as leveraging, short selling, or 
derivatives) to achieve high returns. In the case, hedge funds played a role in financing 
and influencing CoreWeave’s strategic direction. 

I 

• Initial Public Offering (IPO): 
The process through which a private company offers shares to the public for the first 
time. CoreWeave’s IPO was a major event that reflected both market enthusiasm for AI 
and investor caution given its debt load. 



• Incentive Structures: 
Compensation schemes designed to align the interests of management with those of 
shareholders, often including performance bonuses, stock options, or other equity-
linked rewards. These structures were particularly important for managing the rapid 
growth and risk profile in the case. 

L 

• Leverage: 
The use of borrowed capital to finance business activities, which can magnify gains as 
well as losses. CoreWeave’s high level of leverage is a key risk factor. 

• Liquidity: 
The ease with which assets can be converted into cash. Concerns about liquidity in the 
case relate to the ability to meet short-term obligations, especially given the heavy debt 
load. 

M 

• Macro Headwinds: 
Broad economic challenges—such as high inflation and rising interest rates—that can 
dampen market sentiment and impact investment decisions. These headwinds played a 
role in moderating investor enthusiasm during CoreWeave’s IPO. 

• Market Sentiment: 
The overall attitude of investors towards a market or security. This sentiment can 
influence stock prices and trading volumes, and in the case study, it affected 
CoreWeave’s IPO pricing and post-IPO performance. 

N 

• Non-Traditional Lenders: 
Financial institutions or investors that provide funding outside of the conventional 
banking system. CoreWeave’s reliance on such lenders highlights the unconventional 
nature of its financing strategy. 

O 

• Operational Risk: 
The potential for loss resulting from inadequate or failed internal processes, people, or 
systems. For CoreWeave, risks include delays in data centre deployments or challenges 
in maintaining high asset utilization. 

P 

• Private Equity: 
Investment funds that acquire stakes in private companies or engage in buyouts, often 
exerting significant influence over governance and strategy. In CoreWeave’s case, 
private equity backers played a crucial role in financing and shaping the company’s path 
to its IPO. 

• Public Market Debut: 
The first instance of a company’s stock being traded on a public exchange. 



CoreWeave’s IPO marked its public market debut, setting the stage for ongoing trading 
and investor scrutiny. 

• Preferential Terms: 
Favourable conditions granted to certain investors, such as discounted share prices or 
special conversion rights. These terms can lead to future dilution if and when additional 
shares are issued under these agreements. 

R 

• Revenue Concentration: 
The degree to which a company’s revenues are dependent on a limited number of 
customers. High revenue concentration, as seen in CoreWeave’s case, increases risk if 
one major customer scales back or departs. 

S 

• Secondary Market: 
The marketplace where investors buy and sell securities after the initial public offering. 
Trading behaviour in the secondary market can be influenced by factors such as 
investor sentiment and liquidity concerns. 

• Strategic Partnerships: 
Collaborations between companies that leverage complementary strengths to achieve 
mutual benefits. In the case, partnerships with entities like Nvidia, Microsoft, and 
OpenAI were vital in validating CoreWeave’s business model and supporting its growth. 

T 

• Technology Cycle: 
The rapid pace at which technological innovations render existing products obsolete. 
For CoreWeave, keeping its GPU infrastructure current is essential in a fast-evolving 
tech landscape. 

V 

• Valuation Multiples: 
Financial ratios (such as price-to-sales or price-to-earnings) used to compare a 
company’s market value with a key metric. These multiples help investors assess 
whether a company is over- or undervalued relative to its peers. 

 

 


