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REVENUE HASITS
OWN INFLATION
PROBLEM

Hype, recycled venture money and unaudited
ARR means Al revenue is weaker than it looks.

By Victor Lang
The views expressed are the author's own and do not necessarily

represent those of Verified Metrics.




OPINION PIECE O3

Revenue has its own inflation problem

Much of the revenue driving current Al valuations is unsustainable long-term, but many valuation marks treat them as long-term. Revenue
only supports a valuation if customers want the product, can afford it, and will keep paying. As such, a lot of today's Al revenue is weaker

than it looks.

Some of itis hype

Tech CEOs now talk openly about
'vibe revenue': Picsart's CEO told
CNBC that some Al startups are
valued on "just some noise and vibe
revenue." These are sales driven by

hype rather than need, and they fade:

users stop coming back after a few
months and leave as soon as a better
competitor appears.

Some of itis investors'
money passing through

Many Al companies sell mainly to other
startups, which pay with money they have
just raised from venture capital investors.
Chamath Palihapitiya estimates that 70
to 75 cents of every dollar spent on Al
comes from unprofitable, venture-backed
companies. If their funding slows, so does
the revenue, even without a single
customer switching to a rival.

70-75 cents

of every Al dollar, estimated to come from
venture-backed companies
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And some of itis in the counting

No one audits headline ARR, so signed contracts
get counted as recurring revenue, sometimes
running 70% above the real figure, and a single
strong month gets annualized.

How the number grows

Actual recurring revenue

+ Signed, not yet live (up to +70%)

+ A strong month x 12 (illustrative)

Revenue build: solid steps as reported by TechCrunch; the dashed step is illustrative. Sources: CNBC (Nov 14, 2025); Palihapitiya on X (Oct 21, 2026); TechCrunch (May 22, 2026); Seoul Economic Daily

(Sep 2026). See sources


https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://x.com/chamath/status/2112757725369348417
https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://x.com/chamath/status/2112757725369348417
https://techcrunch.com/2026/05/22/how-vcs-and-founders-use-inflated-arr-to-kingmake-ai-startups/
https://en.sedaily.com/international/2026/09/09/us-ai-startups-face-scrutiny-over-inflated-revenue-figures
https://en.sedaily.com/international/2026/09/09/us-ai-startups-face-scrutiny-over-inflated-revenue-figures
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Value the revenue that will still be there next year

Public markets have started to discount all of this, at least for Al applications: the four Al-native companies in our listed comp set grew
revenue a median 46.8% over the past year, yet their median multiple fell 68.6%, to 9.76x. Private rounds have yet to catch up: the median
Al step-up is still 2.2x, against 1.5x for non-Al companies. We think funds should only value the revenue that will still be there next year, not
the revenue booked this year. Ken Griffin may be right that Al's winners will lead markets "for decades to come," but most Al companies
will not be those winners, and their revenue should not be priced as if they were.

Public multiples fell Private valuations stepped up
Change in median multiple, past year Median step-up at the next funding round
0% 1x

v -68.6% [N BN 2.2x A

Non-Al -15.3% 1.5x Non-Al

Sources: Verified Insights Q3 2026 data pack, tabs A8 and A9 (listed comp set, median EV / LTM revenue, Sep 30, 2026 vs Sep 30, 2025; non-Al =the 72 EV / revenue comp names outside the Al-native
and Al infrastructure sets, 4.80x to 4.06x; lending names, valued on market cap / revenue, excluded); PitchBook-NVCA Venture Monitor (Q3 2026); 24/7 Wall St (Oct 21, 2026). See sources


https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
https://247wallst.com/investing/2026/10/21/ken-griffin-there-are-almost-certainly-bubbles-in-ai-right-now/
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https://www.salon.com/2026/10/17/nathan-fielders-you-can-see-everything-and-the-tragedy-of-elizabeth-holmes/
https://www.sec.gov/newsroom/speeches-statements/hohl-daley-statement-fair-value-measurement-disclosure-considerations-private-assets-092806
https://www.sec.gov/newsroom/speeches-statements/hohl-daley-statement-fair-value-measurement-disclosure-considerations-private-assets-092806
https://www.clearygottlieb.com/news-and-insights/publication-listing/sec-staff-flags-fair-value-risks-in-private-assets
https://www.wilmerhale.com/en/insights/client-alerts/20261008-sec-staff-statement-highlights-valuation-and-disclosure-expectations-for-private-credit-and-other-illiquid-assets
https://www.mayerbrown.com/en/insights/publications/2026/10/sec-staff-statement-on-fair-value-measurement-and-disclosure-considerations-for-private-assets
https://www.prnewswire.com/news-releases/deloitte-survey-private-markets-push-valuation-practices-forward-302902763.html
https://www.accreditedinsight.com/p/unreal-gains
https://www.linkedin.com/posts/lkunimoto_you-can-ignore-the-fund-name-at-the-top-activity-7460711977489764353-gBRE
https://www.linkedin.com/posts/lkunimoto_you-can-ignore-the-fund-name-at-the-top-activity-7460711977489764353-gBRE
https://www.cambridge.org/core/journals/journal-of-financial-and-quantitative-analysis/article/shortsale-constraints-differences-of-opinion-and-overvaluation/D9E0CC1FD62797BBEA6560256BD8E119
https://whoisnnamdi.com/valuations-need-a-correction/
https://www.chronograph.pe/current-trends-in-the-series-a-and-seed-venture-markets/
https://techcrunch.com/2026/03/03/why-ai-startups-are-selling-the-same-equity-at-two-different-prices/
https://blog.equityzen.com/the-illusion-of-the-1b-unicorn-what-dual-price-funding-rounds-mean-for-private-market-investors
https://www.newcomer.co/p/ai-frenzy-brings-dual-valuation-deals
https://carta.com/data/linkedin-archive/
https://techcrunch.com/2026/05/22/how-vcs-and-founders-use-inflated-arr-to-kingmake-ai-startups/
https://techcrunch.com/2026/05/22/how-vcs-and-founders-use-inflated-arr-to-kingmake-ai-startups/
https://en.sedaily.com/international/2026/09/09/us-ai-startups-face-scrutiny-over-inflated-revenue-figures
https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://www.gregisenberg.com/blog/vibe-revenue
https://x.com/chamath/status/2112757725369348417
https://247wallst.com/investing/2026/10/21/ken-griffin-there-are-almost-certainly-bubbles-in-ai-right-now/
https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
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IMPORTANT INFORMATION

The opinions expressed in these pieces are those of their named authors. They do
not necessarily represent the views of Verified Metrics, its clients or its staff, and
they are not a statement of firm policy.

The pieces are provided for general information only. They are not a valuation opinion, an offer or
solicitation, or investment, accounting, legal or tax advice, and should not be relied on as such. Facts
and figures are drawn from public sources believed to be reliable as of the dates shown, on a
best-efforts basis and without warranty of accuracy or completeness. Views may change without
notice. To the fullest extent permitted by law, Verified Metrics accepts no responsibility or liability
for any inaccuracy, error or omission, or for any loss arising from reliance on these pieces. Not to be
reproduced or redistributed without permission.
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ray@verifiedmetrics.com
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