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Is the AI Narrative Changing?             June, 2026 
 

So far in Q2 26 it has all been about AI.  It has been insatiable. The Semiconductor 
Index (SOX) has been a moon shot as hyperscalers buy GPUs, memory and CPUs.  
Huge projections for data centers drive the demand for these inputs.  Data center 
demand is driven by the exponential demand for compute from the main AI companies: 
OpenAI, Anthropic and Google’s Gemini.  AI demand is driven by companies 
experimenting with the new models as a way to cut costs (employees) from their 
expense structure.  The future is here.  Or is it? 
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Over 50% of S&P 500 are trading at greater than 10 times price to sales.  At these 
levels, everything has to work out perfectly.  There isn’t much room for disappointment. 

 
 
AI related stocks are close to 50% of the S&P 500.  Any slip in revenues and earnings 
can have a substantial impact on portfolios.  Broadcom had good earnings but its 
guidance was uninspiring and the stock lost close to 8%.  It had a major impact on the 
rest of the market. 
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So, AI exuberance has led the parade, but what if reality doesn’t meet the hype? 
 
In 2025 and Q1 26 the AI companies used their venture capital money to subsidize the 
cost to companies running their models.  A dollar spent by companies actually cost the 
AI companies $8-$18 of compute.  That is a normal strategy for new companies, 
subsidize the costs, get customers hooked, then raise prices once the value is 
validated. 
 
However, the AI companies have gone from all you can eat subscription pricing to 
paying for each token prices.  Anthropic went to token pricing in Q1.  Microsoft Copilot 
went to token pricing this quarter.  Customers are now questioning whether the value is 
worth the new cost structure.  It’s like renting a Mercedes.  At $100/month, you definitely 
want one.  At $1000/month maybe not.  Maybe a Lexus or Camry will do.  Some 
companies are already trading down to lower cost models for some tasks.  
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According to a global survey by Bain, cost savings from automation are broadly falling 
short of projections. Which means that those expecting big savings from their 
investments in artificial intelligence, which is most companies, will be disappointed.  The 
April survey was based on responses from executives at 951 companies with more than 
$100 million in revenue, across nine sectors. 
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40% of respondents realized cost reductions of 10% or less, thus spending more than 
the costs.  Bain also noted 44% of large companies are basing their new budgets on the 
assumed savings from their last investments, but those savings haven’t materialized. 
 
Gartner found that over 40% of agentic AI projects will be canceled by the end of 2027, 
due to escalating costs, unclear business value or inadequate risk controls. 
 
For the last three years the narrative was that AI was going eliminate 40% of 
employees, implying that AI was faster and cheaper.  Now that results are starting to 
come in, AI may cost much more and the savings realized much less than expected. 
 
The narrative seems to have switched to what is the ROI of AI?  Rising costs have 
completely changed the ROI calculation. 
 
Some companies are already voicing this concern.  Uber COO Andrew Macdonald is 
reported as saying that it was becoming “harder to justify AI costs within the company”.      
"That link is not there yet, right?" he said. "I think maybe implicitly there is more that is 
getting shipped, but it's very hard to draw a line between one of those stats and, 'Okay, 
now we're actually producing 25% more useful consumer features.’  Macdonald added 
that AI can seem free if you're "just a user sitting there coming up with interesting use 
cases" without paying for it. But ultimately, the company foots the bill. 
 
Some companies have already maxed out their AI budgets for the year.  Uber’s CTO 
said that the company had burned through its annual token budget in four months.  
There are reports that Zillow burned out its annual Cursor budget by the end of May.  
Even Microsoft told its engineers to stop using Claude Code and use the company’s 
Github instead. 
 
So, if AI customers start pulling back, what does that do the AI companies’ revenues 
and capital structures?  OpenAI and Anthropic have raised tons of venture capital and 
financing deals with compute supplies like Amazon AWS, Microsoft Azure and Google 
Cloud.  They are currently trying to go public.  Are they trying to go public before the 
numbers deteriorate?  They have even approached the US government about buying 
equity.  To us, these are warning signs that things may be slowing down.   
 
Their pitch is simple.  Give us money or we may go bankrupt and take the stock market 
and the US economy with us.  What’s not to love?  If they are unsuccessful, this would 
have a major impact on stock markets. 
 
How much is OpenAI worth?  It’s latest funding round valued it around $850 billion.  
Softbank owns about 11% of OpenAI, so based on the last round it should be worth 
around $90 billion.  Softbank is trying to get a margin loan on its OpenAI stock.  
Originally, they were trying to get $10 billion.  When that didn’t work, they cut it to $6 
billion.  Now Reuters is reporting that talks have stalled.  If you can’t get a loan for $90 
billion in stock, what is the stock really worth? 
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We have left off the impact of the Iran war on oil inventories and prices and the impact 
of Private Capital on markets and the economy.  We will address this at month end. 
 
 

 
 

 

LOOKING FORWARD 
 
We try to produce the best risk-adjusted returns available.  As risks have increased, we 
have increased our protection.  If risks subside or are priced in, we will gladly reduce our 
protection.  But until the market more fully reflects these risks, we will remain cautious. 
 
Best regards, 

 

 

Thomas H. Forester 

CIO and Portfolio Manager 

 

For more complete information on the Forester Funds, including charges and expenses, 
obtain a prospectus by calling 1-800-388-0365 or visiting www.ForesterValue.com. The 
prospectus should be read carefully before investing.  
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