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Akamai Technologies, Inc. | North America

Assessing the Unit Economics
of Cloud Infrastructure Deals

As CIS has improved the growth profile of the business, the
debate shifts towards margins/ROI of CIS deals. We assess the
unit economics of various CIS deals and come away concluding
that CIS should be at least LT-margin neutral while driving
material top-line acceleration, keeping us OW.

Key Takeaways
B The Cloud Infrastructure Services business has seen $2.8 billion in bookings in

less than a year, which will drive a material acceleration in growth in FY27

B As the growth profile improves, the debate on Akamai has shifted to the relative
attractiveness of the unit economics of CIS deals

B In this report, we assess margins, ROIC and NTM EPS impact of varying multi-year
CIS deal scenarios

B We come away concluding that deals < $1billion are at least margin-neutral

longer term

B We think management is making the right trade-off as CIS has potential to
accelerate growth over multiple years w/little LT margin degradation, keeping us
ow.

Please reach out to us if interested in our Akamai Inference Cloud Unit Economics
Model.

With Nearly $3 Billion of CIS Deals Booked So Far, Debate on Akamai Shifts to
ROI and Margins. Akamai has signed nearly $3 billion of multi-year Cloud
Infrastructure Services (CIS) commitments in less than a year. As a result, the
growth profile of the business has improved materially from a low-to-mid single
digit grower over the last several years to an accelerating growth story with
management now targeting "low-teens" growth in 2027 — a path we outlined in A
First Pass at Sizing the Inference Opportunity. While the growth picture has
improved, investors are increasingly focused on whether CIS is an attractive
business when considering growth as well as the margin and ROIC implications
given the significant capex/co-location investment required — Akamai expects to
spend 40%+ of revenue on capex in FY26 alone.

In this report, we assess CIS deals across a range of structures and conclude that
sub-$1 billion total contract value (TCV) deals can generate attractive ROIC and be
at least operating-margin neutral once fully ramped. While billion-dollar-plus deals
may be more margin dilutive at steady state, we expect the majority of CIS revenue
to come from deals in that sub-$1 billion range (which have an operating margin
profile between 25%-35% and an ROIC between 13%-23%). We therefore view
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management's decision to invest aggressively in CIS as the right trade-off,
supporting a materially better growth profile while preserving a stable
operating-margin profile over the longer term.

Assessing the Margin Profile of Varying CIS Deal Structures

We first isolate the economics once capacity is fully deployed and customer revenue
has reached a fully-ramped run rate. Across our illustrative cases, the key variable is
revenue per MW - larger commitments benefit fram better colocation economics
but also assume lower realized pricing and revenue per MW. As a result, operating
margins and ROIC decline as deal size increases. Our framework produces steady-
state operating margins of approximately 35% / 25% / 20% and ROIC of
approximately 23% /13% / 9% across our illustrative $50M / $500M / $1B total
contract value (TCV) cases, respectively.

Exhibit 1: Steady State EBIT Margins

Steady-State Operating Margins Across lllustrative CIS Deal Sizes
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Exhibit 2: Steady State ROIC

Steady- State Retumn on apital Across Sizes
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Example 1: Hypothetical $12.5M ACV / $50M TCV / 4-year CIS Deal — Likely
Margin Accretive. For our smallest illustrative case, we assume a four-year, $50M
commitment, or $12.5M of annual steady-state revenue. Revenue per MW of roughly
$12M per MW and 75% utilization imply realized pricing around $1.80 per GPU-hour.
While colocation costs per MW are somewhat higher given less scale efficiency,
stronger revenue per MW more than offsets that disadvantage. The result is
approximately a 35% steady-state operating margin and 23% ROIC, making this
type of smaller CIS deployment meaningfully margin accretive relative to Akamai's
broader business.

Exhibit3: Steady State Unit Economics of $12.5M ACV / S50M TCV / 4-year
Deal — mid 30% OM, +21% ROIC

Steady State Unit Economics of Illustrative $50M TCV / 4-year CIS Deal on 1MW
Revenue:

Annual Hours 8,760
(X) RTX Pro 6000 Chips in IMW 1,000
(=) GPU Hours (millions) 8.8
(X) Utilization (%) 75%
(X) Est. Price/Hour $1.83
(=) Revenue (SM)/MW $12.0

|Cost of Goods Sold:

(-)Colocation Costs (SM) $3.5

(=) Cash Gross Profit $8.5

Cash Gross Margin 71%

(-) GPU Depreciation Cost $2.0

(-) Non-GPU Depreciation Cost 504

(=) Non-GAAP Gross Profit $6.2

|Non-GAAP Gross Margin 51%

|EBIT:

(-) Energy + Other Opex s2

(=) EBIT $4.2
e -~~~ TTTTTTITTII TR T
|NOPAT:

(=) EBIT $4.2

(X) Tax Rate 21%

(=) NOPAT $3.3

% ROIC (NOPAT /Total Capex) _ _ __ _ __ __ _~___ 2% _____ ]

Capex for IMW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life 6
Non-GPU Capex $2
Useful Life 7

Total Capex (GPU + Non-GPU) 514

Source Klorga™ Stanley Reseasc~ Zomcoang Hilings

IDEA



Morgan Stanley | sesesncn

Example 2: $125M ACV / Hypothetical $500M TCV / 4-year CIS Deal — Likely
Margin Neutral. At $500M of TCV, annual steady-state revenue increases to $125M
while assumed revenue per MW falls to approximately $9.5M per MW. The larger
footprint brings better colocation economics, partially offsetting lower realized
pricing. On balance, our framework produces approximately a 25% steady-state
operating margin and 13% ROIC. We therefore view a CIS deal of this size as likely
margin neutral to Akamai's broader business once mature rather than structurally

dilutive.

Exhibit 4: Steady State Unit Fconomics of $125M ACV / S500M TCV / 4-year
Deal — mid 20% OM; +13% ROIC

Steady State Unit Economics of lllustrative SS00M TCV / 4-year CIS Deal on 1MW

Revenue:

Annual Hours 8,760
(X} RTX Pro 6000 Chips in 1MW 1,000
(=) GPU Hours (millions) 8.8
(X) Utilization (%) 75%
(X) Est. Price/Hour $1.45
(=) Revenue (SM)/MW $9.5

|Cost of Goods Sold:

(-}Colocation Costs (SM) $2.75
(=) Cash Gross Profit $6.8
Cash Gross Margin 71%
(-} GPU Depreciation Cost $2.0
{-) Non-GPU Depreciation Cost 50.4
(=) Non-GAAP Gross Profit 54.4
Non-GAAP Gross Margin 47%
EBIT:
(-} Energy + Other Opex $2
=) EBIT $2.4
T = S
|NOPAT:
(=) EBIT $2.4
(X) Tax Rate 21%
lewoear _ _____________________ s __
36 ROIC (NOPAT / Total Copex) _ o e e e e e e B

|Capex for 1MW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life 6
Non-GPU Capex 52
Useful Life 7
Total Capex (GPU + Non-GPU) $14

S0 ace Rorg e Sl Resoarc Comcang Filngs

Example 3: $250M ACV / Hypothetical $1,000M TCV / 4-year CIS Deal —Likely
Margin Dilutive. The economics change more meaningfully at $1B of TCV. We
assume $250M of annual steady-state revenue but only approximately $8.5M of
revenue per MW, requiring substantially more capacity for each dollar of revenue.
Although larger scale improves colocation costs, the reduction in revenue per MW

IDEA
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outweighs that benefit, resulting in approximately a 20% steady-state operating
margin and 9% ROIC. We therefore view billion-dollar-scale commitments as more
likely to be operating-margin dilutive at steady state.

We note our view that billion-dollar-plus transactions will not necessarily be
representative of the broader CIS business. To the extent that a larger portion of
future CIS revenue comes from smaller and mid-sized commitments, our $50M and
$500M cases suggest sub-$1B CIS deals should generally carry an operating-margin
profile in line with or better than the overall business. This makes deal mix and
revenue/MW increasingly important variables for the longer-term margin debate.

Exhibit 5: Steady State Unit Fconomics of $250M ACV / $1,000M TCV / 4-year
Deal — 20% OM; +9% ROIC

Steady State Unit Economics of lllustrative $1.000M TCV / 4-year CIS Deal on 1MW

Revenue:

Annual Hours 8,760
(X) RTX Pro 6000 Chips in 1MW 1,000
(=) GPU Hours (millions) 8.8
(X) Utilization (%) 75%
(X) Est. Price/Hour $1.29
(=) Revenue ($M)/MW $8.5
|Cost of Goods Sold:

(-)Colocation Costs (SM) 52,5
(=) Cash Gross Profit $6.0
|Cash Gross Margin 71%
(-) GPU Depreciation Cost 52.0
(-) Non-GPU Depreciation Cost 50.4
(=) Non-GAAP Gross Profit 837
|Non-GAAP Gross Margin 43%
|EBIT:

(-) Energy + Other Opex s2
(=) EBIT $17
EBTMargin__ 2%
|[NOPAT:

(=) EBIT $1.7
(X) Tax Rate 21%
(=) NOPAT $1.3
% ROIC (NOPAT / Total Capex) _ __ _— —— —— 9% _____
Capex for 1MW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life 6
Non-GPU Capex 52
Useful Life 7
Total Capex (GPU + Non-GPU) 514
Source Morga Slanley Besoearen. Zomseny Filings

What Happens to Near-Term Margins & EPS as Deals of Different Sizes Get
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Announced?

Attractive Steady-State Economics Do Not Eliminate Near-Term Dilution —
Initial Margin Compression Is Inevitable. The realities regarding the deployment
dynamics of Akamai's CIS business imply that infrastructure costs necessarily arrive
before the corresponding revenue. Colocation expense begins as capacity is secured,
hardware is installed and depreciation starts before the customer contribution
reaches its normalized run rate. As a result, even CIS deals with healthy steady-
state economics will create some degree of near-term operating-margin
compression and EPS dilution. We view that mismatch as inherent to investing
ahead of contracted demand rather than something Akamai can fully avoid while
continuing to grow the CIS business.

Starting from contract signing date, our illustrative $50M/ $500M / $1B TCV
scenarios generate operating losses of approximately -72% / -86% / -308% over
the next twelve month, respectively. Similarly, from contract sign date, these deals
correspond to a next twelve month EPS contribution of approximately ($0.01) /
($0.15) / ($0.50 ), per share, respectively. The progression is driven primarily by
the amount of infrastructure that must be deployed before meaningful revenue is
recognized. This becomes particularly pronounced in the $1B scenario, where we
assume both a substantially larger upfront capacity build and a more conservative
initial revenue ramp.

Exhibit 6: CIS Deals Generate Operating Margin Losses In the Initial 12 Months
That Scale With The Size of the Opportunity Before Generating Significant
Profitability

NTM Margin Comp

n
7%
504

EBIT Margir

HTM Pro Forma NTM Pro Farma NTM Pro Farma
$12.5M ACY [ 550M TCV S125MACY / S500M TCV/ $250M ACV/ 51,000 TCV /
4-Year Deal 4-Year Deal 4-Year Deal
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Exhibit7: . Which Generate Negative EPS Contribution Over the NTM Before
Becoming EPS Accretive

Initial First-year EPS Headwind of 0I5 Deals
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Example 1: Hypothetical $12.5M ACV / $50M TCV / 4-Year CIS Deal — Limited
Near-Term Losses. The smaller $50M commitment requires only approximately
$16M of upfront capex, limiting the absolute cost base that is incurred ahead of
revenue. We assume no revenue contribution during the first three quarters
following contract signing, with approximately $3M of revenue recognized in Q+4,
representing roughly one quarter of the deal's $12.5M annual steady-state run rate,
With colocation and depreciation expenses beginning ahead of that revenue, the
deal generates an approximately -72% NTM operating margin and ($0.01)/share in
NTM EPS. While the margin is negative during the initial deployment period, the
modest size of the required build keeps the absolute earnings loss relatively
contained.

Example 2: Hypothetical $125M ACV / $500M TCV / 4-Year CIS Deal — More
Meaningful Near-Term Losses. At $500M of TCV, the upfront infrastructure
requirement increases substantially to approximately $189M of capex. Similar to the
smaller case, we assume revenue begins in Q+4, with roughly $31M of revenue
recognized during the NTM period, equivalent to approximately one quarter of the
$125M annual steady-state run rate. The larger capacity build means substantially
more colocation and depreciation expense is recognized before revenue begins,
resulting in an approximately -86% NTM operating margin and ($0.15)/share in NTM
EPS. The larger near-term loss therefore reflects primarily the greater amount of

infrastructure being deployed ahead of the initial customer contribution.

Example 3: Hypothetical $250M ACV / $1B TCV / &Year CIS Deal — Most
Pronounced Near-Term Losses Given Larger Build and Slower Ramp. The timing
mismatch becomes substantially more pronounced in our $1B scenario. The deal
requires approximately $420M of upfront capex, while we assume a more
conservative initial revenue ramp than in the smaller cases. Using Akamai's existing
$1.8B customer as a reference point, we estimate that customer generates
approximately $175M of revenue in FY27, including roughly $30M in 1Q27,

IDEA
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equivalent to approximately 12% of annual steady-state revenue. We apply that
same 12% share to the hypothetical $1B deal to estimate approximately $30M of Q
+4 revenue contribution. With a much larger cost base deployed against only a
limited amount of initial revenue, the deal generates an approximately -308% NTM
operating margin and ($0.50)/share in NTM EPS. The unusually negative margin is
therefore driven by both the scale of the upfront investment and the relatively

small revenue contribution recognized during the first twelve months.

Quantifying The Impact of Incremental Capex on NTM EPS

Using Akamai's Pre-Large-Deal Earnings Profile as a Benchmark. While the prior
section evaluates the first-year economics of individual CIS deals on a standalone
basis, investors ultimately care about how additional infrastructure investment
flows through to Akamai's consolidated margins and EPS. To isolate that impact, we
benchmark incremental CIS capex against FY26 consensus estimates from befare
Akamai began announcing its recent large CIS commitments (pre-4Q25). We view
that as the cleanest representation of Akamai's earnings profile before the
associated capacity build, revenue contribution and near-term dilution from these
larger deals were incorporated. In other words, the FY26 consensus numbers are
not intended to represent our current forecast; rather, they provide a fixed pre-
large-deal baseline against which we can measure the incremental effect of
additional CIS investment.

Every Incremental $100M of Al Infrastructure Capex Creates ~40-50 bps of NTM
Operating-Margin Dilution and ~$0.13-$0.15/Share of NTM EPS Dilution. Our
framework then asks a simple question: holding that underlying business profile
constant, what happens if Akamai deploys another $100M of Al infrastructure
capex? We estimate roughly $83M goes toward GPU/server infrastructure and $17M
toward non-IT infrastructure, supporting approximately 7MW of capacity. At roughly
$10M of annual revenue per MW, that capacity can ultimately support
approximately $70M of annual revenue. However, only a portion of that revenue is
recognized during the first twelve months, while colocation expense and
depreciation begin earlier. Applying those incremental costs and revenue to the pre-
large-deal FY26 earnings base reduces NTM operating margin by approximately 46
bps and NTM EPS by approximately $0.14/share in our framework.

IDEA
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Exhibit 8: Every Incremental $100M of Al Infrastructure Capex Drives ~40-50
bps of NTM Margin Dilution and ~$0.13-50.15/Share of NTM EPS Dilution
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Model Changes and Price Target

Updating Our Model — FY26 Revenue/EPS Largely Unchanged, With More Meaningful
Revisions in FY27/FY28. For FY26, we leave revenue and EPS essentially unchanged at
$4 498 and $6.72, respectively, while lowering our operating-margin estimate by ~60 bps
to 25.5%. We also reduce our FY26 capex estimate by ~3% to $1.79B, or ~40% of revenue,
versus ~41% previously, driving a meaningful improvement in FCF to -$57M from -$227M.
Looking to FY27, we raise revenue by ~2% to $5.05B, while lowering operating margin by
~T10 bps to 24.0% as we incorporate a more conservative profitability profile through the
CIS buildout. Capex increases ~2% to $1.77B, remaining at ~35% of revenue, while FCF
moves to -$58M from -$22M. For FY28, revenue remains essentially unchanged at $5.55B,
though we lower CIS revenue by ~3% and reduce operating margin by ~140 bps ta 25.5%,
resulting in a ~2% reduction to EPS to $7.53. At the same time, we lower FY28 capex by
~6% to $1.56B, or 28% of revenue versus 30% previously, which drives FCF ~26% higher
to $392M and expands our FCF-margin estimate to 71% from 5.6%.

Exhibit 9: Model Changes

|:$ in Milhons, excepl EPS) FY25 1026 2026 3Q26e  4QZ6e | FY26e | FYZle | FvY2ée
New Revenue Est. ($M) 34,2082 | 1,0736 1,0887 1,117.6 1,197.1| 44880| 50486| 5556
Growth YoY 54% 5.8% 54% 6.0% 9.3% 66%| 125%| 100%)
Old Revenue Est. (SM) 42082 | 10736 10881 11225 11993| 44834| 49318| 55374
Growth YoY 54% 58% 4.3% 6.4% 95% 65%| 100%| 12.3%
% Change 00% 00% 11% 04% 02% 01% 2 4% 03%
Security Revenue 2,2434 589.8 6044 619.6 6457 | 2.4595| 2681.1| 2,894
Growth YoY a8%| 111% 9.5% 9.0% 9.0% 96% 90% 8.0%
Old Security Revenue 22434 5898 596.1 616.8 6486 | 24512| 26601| 28869
Growth YoY g98%| 11.1% 8.0% 85% 9.5% 93% 89% 8.2%
% Change 00% 0.0% 1.4% 0.5% 05% 03% 0.9% 0.3%
Delivery Revenue 1,256.7 2942 3006 291.2 206.5| 1.41824| 11322| 1.0850
Growth YoY -35.5% 78% £.1% 50%  -4T% -5.9% 4.2% -4.2%)
Old Delivery Revenue 1,256.7 2942 2977 2912 3018| 1.1848| 11347| 10876
Growth YoY -35.5% 7.8% 7.0% 50%  -30% -5.7%) 42% -4.1%|
% Change 0.0% 0.0% 1.0% 0.0% -1.8% =0.2% -0.2% -0 2%
CIS Revenue 3139 94.6 98.3 1128 164.0 470.8 878.8| 12335
Growth YoY 123%| 400%  39.0%  390%  751%| 500%| 867%|  40.4%)
Old CIS Revenue 3139 946 983 1210 156.0 a5 8891| 12672
Growth YoY 123%| 400%  390%  490% 665%| 500%| 636%| 588
% Change 0.0% 0.0% 0.0% -6.7% 52% -0.2% -1.2% 27
New Op. Income Est. 1,2536 2828 2707 278.0 31.0| 1,1425| 1,2003| 14144
New Op. Margin Est. 208%| 26.3%  246%  249%  26.0%| 25.5%| 24.0%| 255%
Old Op. Income Est. 1,2536 28238 2763 208.7 3127| 11705| 12367| 14895
Old Op. Margin Est 208%| 263% 254%  266% 261%| 261%| 251%|  26.9%
% Change in Gl Est 0.0% 0 0% -2.0% -6 9% -0.5% =2 4% -2.2% -5.0%
% Change in OM Est 0.0% 0.0% -3.1% -6.5% =0.4% -2.5% -4 5% -5.3%
New EPS Est. (§) 742 1.61 1.59 1.68 1.91 6.72 6.89 7.53
Growth Yo 10.9% 5.1% 8.1% -9.5% 42%|  -58% 25% 9.3%
Old EPS EsL (8) 712 161 153 172 188 6.73 672 765
Growth Yo 10.9% 51%  -116% T4% 23% 54%]  -02%| 139%
% Change 00% 00% 9% -23% 18% 01% 2 6% 1 5%
New Capex Est. ($) 817.99 | 206.34 34654  497.32 74220 | 1,792.39 | 1,766.99 | 1,555.01
New Capex % of Revenue 194%| 192%  315%  445%  620%| 2309%| 3s50%| 280%)
Old Capex Est (S) 81799 | 20634 44068 56124 64760 185585 172612 | 166123
Old Capex % of Revenue 194%| 192%  405%  500%  540%| 414%| 350%| 30.0%)
% Change 00% 00%  -214%  -114% 146% -34% 24% 6%
New FCF Est. 699.3 1207 1005 (17.1)  (310.0) (56.5)| (57.9) 3915
New FCF Margin 16.6% 11.2% 9.1% 1.5%  -25.9% -1.3% 11% 7.1%
Old FCF Est. 6993 1207 (9.8) (768) (@2116)| (267 15| 3008
Old FCF Margin 166%| 11.2% -09% -68% -176% -51% 0.4% 56%
% Change 0.0% 00% -11309%  -777%  a65%| -7s1%] 170 26.4%
Source Yargan Stanles escach

Reiterate OW, PT $165. We reiterate our OW rating and $165 PT. The more than $2.8B of
CIS commitments signed this year and management's new expectation for low-teens
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revenue growth in 2027 materially strengthen visibility into Akamai's growth acceleration.
The trade-off is a period of elevated capital intensity and earnings dilution as the company
builds capacity ahead of that revenue. Our work suggests those two points can coexist:
near-term dilution is likely to remain a feature of the CIS ramp, while the underlying
economics of smaller and mid-sized CIS deals can still support a durable overall margin
profile as the business scales. The key variable for investors, in our view, is therefore
increasingly the mix of future CIS wins by size and the associated revenue/MW, rather

than whether Akamai can generate demand for the platform.

Bull and Bear Cases Unchanged. The bull case remains $205, based on 29x FY27e EPS of
$6.97 (from 30x CY27e EPS of $6.88), premised on security stability continuing and CIS
taking off with further deal expansion as more AlC-enabled locations come online, driving
~$6.0B in revenue by FY28 at a ~15% two-year CAGR. The base case stays at $165, based
on 24x FY27e EPS of $6.89, with CIS driving acceleration as security moderates at high-
single-digits and delivery stabilizes in CY26. Total revenue grows at a ~11% two-year CAGR
to $5.6B in FY28 with non-GAAP operating margins stabilizing north of 25%. The bear case
holds at $99, based on 18x CY27e EPS of $5.58 (from 17x Bear Case CY27e EPS of $5.82),
where investment ahead of contracted CIS deals continues to weigh on FCF and revenue
recognition mechanics pressure margins, media traffic decelerates, and AKAM achieves
only ~$4.9B of revenue in CY27.



Morgan Stanley | sesesncn

Risk Reward — Akamai Technologies, Inc. (AKAM.O)

IDEA

Growth Prospects Brighten On Stable Security & an Accelerating Compute Business

PRICE TARGET $165.00

~24x Base Case CY27 EPS of $6.89. Given divergence between cloud infrastructure and
security valuations and the lack of clean core comps, this is at a discount to company's
closest valuation peer. EPS grows at a ~6% FY26-FY28 CAGR.

Consensus Price Target Distribution $91.00 * $195.00
MS PT
Yean @ Morgan Stunloy Esincales

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

uso

200

$1074

0

AUG2S FEB 26 AUG 26

$165.00(+5353%)
¢——— Prob (>165.00)~8.8%

AUG 27

Key. — Historical Stock Performance @ Current Stock Price 4 Price Target

BULL CASE $205.00
29x Bull Case CY27¢ EPS of $6.97

Accelerating trends. Security momentum
continues, CIS takes off with continued deal
expansion as more AlC-enabled locations
come online, driving ~$6.0B by FY28, a
~15% 2-year CAGR. Akamai continues to
invest as leverage flows through the model
and AKAM reaches $6.97 of EPS in CY27e,
and the stock trades to 29x.

BASE CASE $165.00
24x Base Case CY27e EPS of $6.89

CIS Drives Growth. CIS drives Compute
segment growth acceleration as security
moderates at high-single-digits and delivery
stabilizes in CY26. Total revenue grows at a
~T1% two-year CAGR to $5.5B in FY28. Non-
GAAP operating margins compress stabilize
around 25%, resulting in $6.89 of CY27e
EPS. Our $165 PT is based on ~24x CY27e
EPS.

OVERWEIGHT THESIS

Stabilizing trends in Delivery, high-single-
digit growth in Security and accelerating CIS
revenue lead us to believe Akamai is
entering a multi-year growth inflection with
a credible path to low-teens growth. While
elevated investment creates near-term
margin and EPS pressure, improving growth
visibility and attractive long-term CIS
economics support a more constructive
view,

Consensus Rating Distribution

o I 56% Overweight
1 41% Equal-weight
| 4% Underweight

@ MS Rating

Risk Reward Themes

Contrarian: Positive

Disruption: Positive

Secular Growth: Positive

BEAR CASE $99.00

18x Bear Case CY27e EPS of $5.58

Revenue Lag Weighs on Margins and FCF.
Investment ahead of contracted CIS deals
pulls down FCF and revenue recognition
mechanics weigh on margins. Media traffic
decelerates while pricing remains a
headwind and security continues to
decelerate. AKAM achieves ~$4.98 of
revenue and $5.58 of EPS in FY28e, while
the stock trades to 18x EPS, in line with the
low end of slow-growth software names.
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Risk Reward — Akamai Technologies, Inc. (AKAM.O)

KEY EARNINGS INPUTS

Drivers

Web Division Revenue Growth - YoY 74 86
(%)

Media and Carrier Division Revenue 32 43
Growth - YoY (%) ’ '
Cloud Security Revenue Growth - YoY 98 9.6
(%)

Total Revenue Growth - YoY (%) 54 6.6
Operating Margin (%) 29.8 25.5
INVESTMENT DRIVERS

Compute and Security businesses

GLOBAL REVENUE EXPOSURE

®0-10% Inda

m ®0-10% Japan
= ® 0-10% Latin Amenca

®0-10% MFA

' ©0-10% Mainland China
0-10% UK

® 20-30% Curope ex UK
50-60% North America

______ L
MS ALPHA MODELS

2/5  2aMonth  3/5  3Month
BEST Horizon MOST Harizon

Dec 2025 Dec 2026e Dec 2027e Dec 2028e

14.6 12.0

10.0 75

9.0 8.0

12.5 10.0

24.0 25.5
RISKS TO PT/RATING
RISKS TO UPSIDE

+ Security growth improves to the double digits

+ Compute business accelerates to 20%+

+ Traction with Akamai Inference Cloud improves
growth and expands the multiple

RISKS TO DOWNSIDE

+ Delivery business sees steeper declines

» Security slows further

» Capex spending accelerates while compute
growth doesn't improve

+ Edge computing opportunity fails to materialize

OWNERSHIP POSITIONING

Inst. Owners, % Active 53.3% .

HF Sector Long/Short Ratio 2 1x [ |

HF Sector Net Exposure 33.6% [ |

IDEA

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

Sales /
Revenue

(§,mm)

EBITDA
(8, mm)

EBIT
(S.mm)

EPS
®)

4474

1731

1,129

663

4,488

1,743

1,143

6.72
»

# Liezn @ Kcrgan Stanley Estirates

4510
1,785
1,164
6.84
¥0

ees
toe!
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Appendix

$12.5M ACV / $50M TCV / &-year CIS Deal

Exhibit 10: Capacity and Pricing Assumptions

Revenue / MW ($M) $12
Customer Total Commitment [$M} %50
Years 4
(/) Revenue per Year |$M) $13
Implied Capacity (MW) 1
(X} Bottom s-up GPUs per MW 1000
RTX Pro 6000 # of chips 1,042
(/) NVIDIA RTX PRO 6000 Blackwell Price 511,859
GPU CapEx ($M) 512
% to GPUs B3%
CapEx [SM) 515
x hours per year

x Steady State Utihzatwon

[Total annual GPU hours in steady state (M) 7
Revenue/GPU Hour Price 5$1.83
Revenue to 51 Capex Ratio 50.84

1R: Estimated $10M - $20M revenue per MW

CFO Rule of Thumb: 1,000 GPLs per MW
L5M Average Sale Price

Estimated % ot server costs towards GPLIS

M est. of utdization

Should be ~50.5-50.6 per IR commentary

IDEA

Source Sorgan Stenlov Qesearch, Cormpany
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IDEA

Exhibit 11: Steady State Unit Economics

Steady State Unit Economics of lllustrative $50M TCV / 4-year CIS Deal on 1MW

Revenue:

(X) Est. Price/Hour $1.83
(=) Revenue (SM)/MW $12.0
Cost of Goods Sold:

(-)Colocation Costs (SM) $3.5
(=) Cash Gross Profit $8.5
Cash Gross Margin 71%
(-) GPU Depreciation Cost $2.0
(-) Non-GPU Depreciation Cost $S0.4
(=) Non-GAAP Gross Profit $6.2
Non-GAAP Gross Margin 51%
EBIT:

(-) Energy + Other Opex S2
(=) EBIT $4.2
legir Margin___ _ _ _ 3% __
NOPAT:

(=) EBIT 54.2
(X) Tax Rate 21%
(=) NOPAT $3.3
1% ROIC (NOPAT / Total Capex) _ _ _ _ __ —__ " 23% ____
Capex for LMW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life 6
Non-GPU Capex 52
Useful Life 7
Total Capex (GPU + Non-GPU) S14
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Exhibit 12: NTM Impacts

Incremantal | Pre4025Fr26  OeakAd).

Fevenue: Steady State (Annual) arl a2 -] a s o . W
Capes (SM) 515

) Asumed SM Revenue [ MW $12

=) Steady State Annual Reverue [SM} 513 50 50 50 53 §11 54,418 s471
foost of Goaods Sobd:
K clocaton Losts per MW (SM) 5450

| Cotocatsom Costs {5M) 5 0.9 509 0.9 0.9 516
f=) incremental Cash Gross Profit {$M) she 1509} 150.9) [s0.9) s22 (505} $3,10% 53,188
bt ot Seate Cosh Grow Margn 71% 721% 72.0%
-| GPU Deprecsation Cos 521 0 50 5051 5051 510

| Non-GPU Depreaation Cost S04 s0 0 5009 5009 542
-} Incremental Non-GAAP Gross Profit (SM) 564 1509} 150.9) (5151 518 LT 57,604 2613
fs ety Starte NonGAAP Gross Margn 5% 59.0% 58.1%
T

nergy ¢ Diher Open par MW W

+| Emergy + Other Opex [5M) 4] s0 50 El 05
K-} Irscrermental EBIT (SM) 543 1s0.9) 50.9) 515 511 S1.799 $LI%0
fs weanaty Seate EBIT Murgn 15% 294% 29.3%
INTM EBIT Margin Dilution 17 bps
P
[ronal Capes (500 515

| Net Interest Expanse [Sha) SO0 50 S0 001 L) a0

+) EBT 543 50.9 50.9) 1515 511 231 SL.266 51263
X) Tam Rt 1%
k=) incremental Nt Income s34 [50.7} ts0.7) {512y 0.9 [sL8) s1.077 $1,075

Tty State Ner Morga o] Taa% 4%
1 Fully Diluted Shares Dutstardeng 147 HE 147
Ps | 5001 | $7a9 $1.32
TR EPS Dilution s0.07)
Source Yorgan Sienloy Begearch gl Alpee, Sorcpang Fhogs, indasteg Do

$125M ACV / $500M TCV / &4-year CIS Deal

Exhibit 13: Capacity and Pricing Assumptions

Revenue [ MW (SM) 1 IR: Estimated S10M - S20M revenue per MW
Custamer Total Commitment ($M] 5500
Years 4
(/) Revenue per Year (SM) 5125
Capacity (MW) 13
(%} Bottoms-up GPUs per MW 1000 CFO Rule af Thurnb: 1,000 GPUs per MW
RTX Pro 6000 # of chips 13,158
(/) NVILHA RT % PR 6000 Blackwell Price 511,859 L5M Average Sale Price
IGPU CapEx (SM) 5156
% to GP s 83% Estimated % of server costs towards GPLs
CapEx (5M} 5189

x hours per year

x Steady State Utihzation M5 cst. of utilizatron
[Total annual GPU hours in steady state (M} 86
Revenue/GPU Hour Price $1.45

Revenue to $1 Copex Ratio 50.66 Should be ~50.5-50 6 per 1K commentary

N Sanloy ¢ Ml roa sty ota
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IDEA

Exhibit 14: Stcady State Unit Economics

Steady State Unit Economics of lllustrative $500M TCV / 4-year CIS Deal on 1MW

Revenue:

(X) Est. Price/Hour $1.45
(=) Revenue (SM)/MW $9.5
Cost of Goods Sold:

(-)Colocation Costs (SM) $2.75
(=) Cash Gross Profit 56.8
Cash Gross Margin 71%
(-) GPU Depreciation Cost 52.0
() Non-GPU Depreciation Cost 50.4
(=) Non-GAAP Gross Profit $4.4
Non-GAAP Gross Margin 47%
EBIT:

(-) Energy + Other Opex S2
(=) EBIT $2.4
leaim Margin__ _ I B%_
NOPAT:

(=) EBIT $2.4
(X) Tax Rate 21%
(=) NOPAT $1.9
% ROIC (NOPAT /Total Capex) _ __ _ _—— _— _—_—__ 13% ___
Capex for IMW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life

Non-GPU Capex 52
Useful Life 7
Total Capex (GPU + Non-GPU) 514

AL SPorgan Sl soarch, Cornpare Fil ey
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Exhibit 15: NTM Impacts

IDEA

Imcremental | Pre-8025 FY26  Desl-Adi,
[Foe e rvuse Seewdy State Annual] a1 a2 [+ ] a4 o " -
Capex 501 1R9
(%) Assumed S8 Revenue | MW 51
(=) Steady Sme Arrual Revere | 5] 5125 5 5 50 531 5313 54418 S4.449.34
Cost of Goods Sokt-
Cotar anioon Costs s MW {SW1) 27
i- | Cotacation Covt 1881 L] w w 59 52 5367
(=} Incremental Cash Gross Profit [SM) ssam (59,0} (59,0} .o sy (#0.8] $3.18% 3,180
Srenaty Srate Corsh Grass Margin 7% % 75N
[-| GPU Depreoation Cost Sref 0 0 5650 550 $130
[- | P -GPU Do s i st 547 i = suar s117 73
(=) Incremental Mon GAAP Gross Prafit (SM) $581 {$a9.0} {$9.0} ($16.7) $14s (5.3} 2,604 $2.593
|stewdy Stoie Mon-GAAP Gross Moran ir 59.0% SEI%
et
Erergy + Other Opes per M 52
(-1 Erergy + Othor Dpe (5M) 518 0 0 50 366 165
(=) Incremental EBT (5} siim 159.01 159.01 (518.7) a0 e8| L 51071
[Sremy Stinie FBIT Mowgins 5% w% | aaw REN
[NTA E8IT Margin Dilution [81) bes
ePs:
[ et interest Experise (S840 5044 0 0 5001 sa.11 502
(=) EBT 53La 1590 1590 1516.3) s7E [F32A1] $1.266 $1739
(%) Tan Ruate 2%
(=) Incramental Net Irome s2a8m 1571 1571 {512.3) 567 21.4 $1007 1056
[stewd Stae Met Mormn 0% 2aan 2%
1] Fuly Mibated Shares Cutytanding 147 146 47
Eps I 1s01s) | 578 SL18
[NTM EPS Dilution (5021}
Source Yargan Stanles Hesearch, asible Alpna, Sorpany Fings incusire a0

$250M ACV / $1,000M TCV / 4-year CIS Deal

Exhibit 16: Capacity and Pricing Assumptions

IR: Estimated $10M

CFO Rule of Thumb: 1,000 GPUs per MW

L5M Average Sale Price

Estmated % of server costs towards GPUs

Revenue / MW [SM) $8.5
Customer Total Commitment (SM) 41,000
Years 4

/) Revenue per Year {$M) 5250
Implied Capadity (MW) 29
(X} Bottoms-up GPUs per MW 1000
RTX Pro 6000 ¥ of chips 29,412
(/) NVIDIA RTX PRO 6000 Blackwell Price 511,859
GPU CapEx ($M) $349
% to GPUs 83%
CapEx (SM) s422

x hours per year
x Steady State Utilization

M5 est. of utihization

Total annual GPU hours in steady state (M) 193
Revenue/GPU Hour Price $1.29
Revenue to 51 Capex Rotio 50.59

Should be ~50.5-50.6 per IR commentary

20M revenue per MW

TR

nan Sanley Hoseamh, Campane [l rgs Incusty, Dota
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IDEA

Exhibit 17: Steady State Unit Economics

Steady State Unit Economics of lllustrative $1.000M TCV / 4-year CIS Deal on 1MW

Revenue:

(X) Est. Price/Hour $1.29
(=) Revenue (SM)/MW $8.5
Cost of Goods Sold:

(-)Colocation Costs (SM) $2.5
(=) Cash Gross Profit $6.0
Cash Gross Margin 71%
(-) GPU Depreciation Cost $2.0
(-) Non-GPU Depreciation Cost 50.4
(=) Non-GAAP Gross Profit $3.7
Non-GAAP Gross Margin 43%
EBIT:

(-) Energy + Other Opex s2
(=) EBIT $1.7
(e8I Margin___ _ __ 2% ]
NOPAT:

(=) EBIT $1.7
(X) Tax Rate 21%
(=) NOPAT $1.3
- B
Capex for 1MW, RTX Pro 6000 Blackwell Cluster

GPU Capex 512
Useful Life 6
Non-GPU Capex 52
Useful Life 7
Total Capex (GPU + Non-GPU) 514

Falll Fargan Senlow secrch, Cornpane Bl orgs Incust
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Exhibit 18: NTM Impacts

IDEA

Incremental | Pre4Q25FY26 Deal-Adj NTM
Flevenue: Stwady State (Annwuall 1 2 3 4
- ady State {Annual) a a o e NTMimpact | Consemis Profile
fCamex [SM) 5412
%) Assmed SM Revenue | MW 1
*) Steady State Annual Reveme ($M) 5250 0 50 S0 530.0 5300 54418 $4,448.09
ICostof Goods Sold:
[ olocation Couts per MW (SM] $1 50
-| Colocation Costs [SM) 574 518 518 518 518 5715
j=) Incremental Cash Gross Profit [SM] S176.5 IS16.4)  [S18.41  (S184) 5116 (5435} 51,185 $3,142
teody State £ psh Gross Morgen Eal ] LFRLY A%
+| GPU Deprecaton Cout 5581 “0 0 $1453 51453 529.1
| Non-GPU Depreciaton Cost 5105 0 50 5262 5262 $5.2
j=) Incremental Nom-GAAP Gross Profit (5M) 51079 G184} ($184]  ($355) (5550 15778} $2.614 $2,537
femty State Non-GAAF Gross Mg 4% 59 % 10w
feni:
frergy o Other Open per MW ¢
«| Energy « Other Opex {5M) 459 B 50 50 HITR] 5147
b <) Incremental EBIT (58] 549.1 5188} (5184} 18355)  (520.2) 153251 51,298 §1.206
b ety State £8IT Movgut 20% I -308% 29.4% 7%
PTM EBIT Margin Dilution {z28) bps
EPs:-
*) EBT $48.1 184 [$18.4]  (S35.8F (52050 593,04 51,266 $1173
¥) Tax Rate %
) Net Income: $38.0 G145 [$145)  (S2R3}  |S162) 715 $L07T 51,004
teody State Net Margin 15% PEF Y 2P EN
£ Fully Diluted Shares Qutstanding 147 146 147
fEPs I 150,50} 57.39 $6.853
NTM EPS Dilution sose |
Snnree Yarnan Sanley deseanch, wsible Alpaa, Soepang FIings Inchasire Dama

2Q26 Deal Unit Economics

Exhibit 19: Steady State Unit Economics

Revenue.

1X) Est. Price/Hour 5152
=) Revenue [SM)/MW 510
[Cost of Goods Sold:

(-1Colocation Costs (SM] 41

=} Cash Gross Profit 573
iCash Gross Margin 73%

(-] GPU Deprecation Cost 521

(-] Non-GPL De preciation Cost 504
(=} Mon-GAAFP Gross Profit 545
Non-GAAP Gross Margin a5%
EBIT:

(-] Energy + Other Opex 52
e Ly
T Margin 5% _
NOPAT:

(=) EBIT 525

(X} Tax Rate 21%
(=) NOPAT $2.0

% ROICINOPAT/Toted Copen) _ __ __ _______ i __
ICapen for IMW, RTX Pro 6000 Blackwell Cluster

GPU Capex 14
Useful Life &
Mon-GPL Capex 1
Useful Life 7
Total Capex (GPU + Non-GPU) 317

MS THT 1 MW of colo power costs ~52M-54M f year

2026 Call: Non GAAP Gross Marging of mid 60s tomid s

Epoch @ ~S1M/MW, conservatism baked in

2026 Call: Non-GAAF OMs from law to mid 20s up Lo the low 30

Management

e Heseamh, Company Ll ros Inz2esty |
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Exhibit 20: NTM Impacts

IDEA

Revenue:

Capex (S0}
(%) Assumed $M Revenue [ MW
(=) Steady State Annual Revenue (SM)

[Cost of Goods Sokd:

Colocation Conts per MW [SM)

(-] Coloation Costs {5M)

(=) Incremental Cash Gross Profit (M)
St rady State Cash Gravs Margir

[-1GPU De preciation Cost

[- ] Mon-GPU Depreciation Cost

I=) Incremental Non-GAAP Gross Profit (SM]
Steady Stote Non-GAAP Gross Margin

EBIT:

Energy + Other Opes per MW
[:1Encrgy + Other Opex [SM)
=) Incremental EBIT (SM}
|Steady State EBIT Morgin

EPS:
-1 Net Interest Expense [5M)
(=) e8T

(%) Tax Rate
(=) Incremental Net income
|stendy State Ner Margn

Steady State (Annual)
5250
510
5174

51
S48
51263
7%

5144
562

$85.7
A%

52
535
$50.8
2%

5116
549.7

1%
5382
23%

Qs+

S0

512
(s12.0)

50
50
1512.0)

50
1512.0)

50
1s12.0)

[$9.5}

as2

512
(s12.0}

0
0
s12.00

50
[512.0}

(512.0)

[59.5)

512
1512.0

S8.61
5155
1522.1)

1522.1)

50.29
(sm.a)

1517.7)

512
5316

5861
5155
5214

487
$12.7

50.29
5124

Incremental NTM
impact

5436

5479
sa.4)

5172
431
1524.7)

s8.7
1533.9)

w06
($34.0

1526.8)

Source. Yorgan Stenley

esearch, Yisible Alpaa, Corcpang Finzs, Indastre Daty
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Risk Reward Reference links

1. View explanation of Options Probabilities methodology -
Options_Probabilities_Exhibit_Link pdf

2. View descriptions of Risk Rewards Themes - RR_Themes_Exhibit_Link.pdf
3. View explanation of regional hierarchies - GEG_Exhibit_Link.pdf

4 View explanation of Theme/Exposure methodology -
ESG_Sustainable_Solutions_External_Link pdf

5. View explanation of HERS methodology - ESG_HERS_External_Link pdf



