Artificial Intelligence
Citi’s Inference Ahead - Building the Rails for Scaled Intelligence

CITI'S TAKE

Gemini 4 Argon (9/30) scores 53 on AA, matching Fable 5.1 and GPT-6
Astra. The model’s design extends the frontier trend of building models for
agents tackling multi-step work across ever-larger software projects, while
delayed broad availability follows a wider industry shift toward phased
releases that give providers more time to strengthen safeguards and
improve efficiency before monetization . Across the top 10 providers, the
only models that improved intelligence while lowering task costs relative to
their predecessors were proprietary models , highlighting a renewed
interest in price -performance among proprietary model providers (Figure
13). The next step for providers, and a likely focus during World Summit Al
next week (Figure 3), is converting longer reasoning into lower cost per
completed workflow.

Consumer. Always-on assistants are becoming a vehicle for rapidly deploying more
autonomous Al in consumer markets. Meta's Muse reached 5M U.S. downloads
within 22 days of launch (Tech Crunch, 9/21), a pace that exceeded the early mobile
adoption curve of ChatGPT. Accelerating adoption suggests Al products are
diffusing through consumer channels faster with each successive generation. While
we were at Decagon Dialogues, the keynote revealed customers like Delta and
Verizon have a strong interest in Al concierges spanning discovery, purchase,
onboarding, support, and growth, though governance remains a key hurdle as
enterprises weigh how much autonomy to grant agents. The result is a sizable long-
term opportunity for agentic systems for enterprises, even if deployment timelines
lag underlying demand.

Security. Greater safety and anti-distillation measures (OpenAl, 9/30) may continue
to draw out processes between pretraining cycles, making proprietary providers’
current 12-point intelligence lead harder to sustain against open models (Figure 8).
NVIDIAs runtime and DPU controls (9/28) suggest companies will increasingly
enforce identity, permissions, isolation, and auditing outside the model. Google's
Fairwind Program illustrates how frontier labs are pairing limited-access models
with vetted defenders, potentially making controlled access a competitive
advantage.

Utilization. H100 and B200 rental prices rose 2.2% and 2.8% WoW, while B300 fell
6.5%, compressing the B300 premium over B200 by 56% (Figure 20). The WoW
convergence is constructive for utilization. Firm H100 and B200 pricing signals
durable demand for installed capacity, while a lower B300 premium should
accelerate next-generation adoption as deployments catch up. Meanwhile, Context
Language Models (Figure 2) show how architecture advances can improve software
efficiency by letting models actively manage and update their own context, yielding
5% higher 12-hour agent scores with 59% fewer FLOPs. Additionally, Meta's Suffix
Cache Reuse cut server-side compute by 35% without affecting performanlce,
helping make new agentic workloads viable.



Figure 1. A Summary of Signals

Latest Period-Over-  Latest 2nd Latest 3rdLatest Jthlatest Sthlatest 6thLatest

Metric Unit Date Period  Calculstion Period A Period Period Period Periad Period Period Trendiine

Proprietary and Open Madels (- 5o Saalgs s

Highest Intelligence for Proprietary Models  Foivs Psint- a-Tire = 0.0 58 58 53 53 48 43 —
Highest Intelligence for Open Models Pty Pont o lie 1 46 A6 44 a4 43 A0 /.-—/_‘
Gap in Proprietary and Open Inteligence [REESY For= =T — i 12 12 ] a L1 3 __,/_/_.

Highest Intellige nce Models from the Top-20 Providers |

Median Intellgence [ P e ¥ -10.5% 34 38 33 32 32 28 —
Wedian Latency o, Forite =Tire & +11.0% 100 268 275 260 265 250 e
Median S peed YT Finte a-Tire ¥-67% o7 04 108 a0 86 70 —
Release Cadence Artidcial iy 113 Tl e S oaded Brovndes Wetiaes)

Proprietary Models Released in Last Weeh LA TP Y a Aok Fevah g Tl ¥ -55.0% ] 20 o 12 & 1 /-\/\
Open Models Released in Last Week Moaels W26 Sk Aeskoe Tolzl ¥ -100.0% ] 2 4 6 2 a —T—
Proprictary Models Rolcased i Last 90 Days o s [rap v, wh & +2.3% 90 88 68 69 58 54 ___,-—/_'
Cipen Models Released in Lasi 90 Days LATENTE Y TR Tra g, =in: ¥ -23% 43 44 42 4 38 42 \/-'/"'
Index Pricing (Blozmoo i)

ATOO (SDAIOORT) ek g, e 157 157 160 161 161 164 ~——.
HI00 (DESKH10M Siveh g, A +22% 274 268 265 164 256 261 =./—""/‘
H200 {DESKH200) fomeb g Ao A +06% .42 3.40 13 335 s 328 "
B200 (DESKB200) Sk g A4 +2.8% 518 5.04 494 4.90 490 490 .
B300 (DESKE 300 LT ¥ -6.5% 5.60 5.99 6.56 615 576 575 _/‘\_
Avg inference Taken Expenditure (SDLLMTK) 5.1 Tie Aok diech g dag —ra 097 o174 0.97 0,99 106 1.06 T .
Mode| Pricing for Blended Tokens (%1 F ool dnalys o)

US+EL Aug Price 1M Tim Seeh s e Tiee — 172 172 230 2.30 180 142 P
China Avg Price 1M T fmeb Puints a-Tove - 0.83 0.83 0.83 o7 ogt 091 ™N—
Frontier Avg Prica 1 T ek Pust o Tiee [ 136 136 m 167 144 122 P .
Propowetary Avg Price £ hie Wk Familn i (4] 215 215 2.89 3T 223 175 P
“Open Avg Frice LMTim hoch | Pore-aTaes  — i 068 068 068 067 ors 075 =
Costperintel igance Index Task (501t o al Araly s s)

Proprietary Avg Cost 571 e ol A +74.5% 3.49 2.00 2.06 1.46 0.42 .38 _,.—--—/
Open Avg Cost T Sk Pore =T e — 080 0.80 1.24 0Aas 03s 0as _/\—"

Mode| Cost Compasition per Intelligence Index Task (Srmiom Aol o

Input Share of Task Cost * IR Hreh o e s e v-28 36 6.2 6.3 27 18 1.8 S
Cache Hit Share of Task Cost % Sk Pt e Tiew A+24 3a3 369 362 454 350 344 AN
Cache Write Share of Task Cost 3 ok o Y28 21 9 239 261 31 307 i S
Heasoning Share of Task Cost % weilie Ak sl A +4.5 A7 72 72 16.3 225 227 v
Answer Share of Task Cost s Aok Poeee eTiee W14 43 157 16.3 9.6 a7 0.3 R
Avg Output Tohens per Task T fommb Puints T A +55.0% 58,385 37667 37.269 43,690 26,029 25350 __~ "

Developer Usage 17,71

Multi- Provider SDK Downloads £ A +56 +82 +26 41 +50 -37.4 -2.6 ~
Gemini SDK Downloads * A +55 +46 -0.9 +16 +8.2 -52.6 -128 ~
Mistral SDK Downloads e 177 +1.0 N8 +2X%9 -48.9 -32.2 ‘_/\/\

App Usage (Se":or Taver

Gemini App WAL 4 Sk SO L A +09 1.4 +05 -0.2 +27 +34 +20 TN
Crwnen App WAU *, Bk KW A+33 1.2 224 +48 A4 +6.8 4.4 SN
Kimi App WAL 5, e ¥-1.0 -1.8 -0.8 -30 18 -35 -28 R ]

‘Web Usage (5im awrs!

Germirm Web Vigits R Hidlw Conhdacy W-ad -01 +3.9 +0.4 A7 <23 +06 —
Qwen Web Visits " EIEI ey L onFidcy A +3.0 va.2 1.2 1 +93 232 -30 N
Kimi Web Visits " Tk e deeh AAVZ onTdAvy A HBS -10.0 -2B5 -9.5 -12.8 -10.0 +12.3 e
Layoffs w5

All Layo s Announced Prsile EATERTA TR ) & +359 3% 8.089 1.761 17.420 24709 26360 1,843 /_""\v
Al-Driven Layofts Announced PeaLle et W7D A +461% 469 an 3,220 21,640 15.360 10.400 /'\____

Artificial Analysis updated its Intelligence Index tasks on Sep. 7,2026; cost- per-task comparisons should be made separately for the periods before and
afterthe update.

Source: Citi Research, Artificial Analysis, Bloomberg, PyP| Stats, Sensor Tower, Similarweb, Wall Street Journal 2




Figure 2. Weekend Content
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Figure 3. Events Calendar

October 5, 2026 October 11,2026 al6z Tech Week Conference San Francisco, CA
October 6, 2026 October 9, 2026 COLM Conference San Francisco, CA
October 7, 2026 October 8, 2026 World Summit Al Conference Amsterdam, The Netherlands
October 8, 2026 October B, 2026 Science: A New Golden Age Conference Washington. D.C.
October 12, 2026 October 15, 2026 OCP Global Summit Conference San Jose, CA
October13. 2026 October 15, 2026 SEMICON West Conference San Francisco, CA
October 18, 2026 October 26, 2026 Open Source Al Week Conference San Francisco, CA
October 19, 2026 October 21.2026 Cloudflare Connect Conference San Francisco, CA
October 20, 2026 October 21,2026 PyTorch Conference Conference San Jose, CA
October 20, 2026 October 22, 2026 NWVIDIA GTC Berlin Conference Berlin, Germany
October 24, 2026 October 29, 2026 EMMNLP Conference Budapest, Hungary
Octaber 25, 2026 October 28, 2026 Oracle Al Werld Conference LasVegas, NV
November 9, 2026 November 12, 2026 Conference on Rabotic Learning Conference Austin, TX
MNovember 15, 2026 November 19, 2026 ACMCCS 2026 Conference The Hague, The Netherlands
Movernber 15, 2026 November 20, 2026 Supercomputing Conference Conference Chicago, IL
Novemnber 17, 2026 November 20, 2026 Microsoft Ignite Conference San Francisco, CA
November 30,2026  December 3, 2026 NVIDHA GTC Washington, D.C. Conference Washington, D.C.
Novemnber 30, 2026  December 4, 2026 AWS redlnvent Conference Las Vegas, NV
December 3, 2026 December 4, 2026 Adopt Al Conference Paris, France
December 6. 2026 December 12, 2026 NeurlPS Conference Sydney, Australia
December 7, 2026 December 11,2026 GITEX Conference Dubai, UAE
December 9. 2026 December 10, 2026 The Al Summit New Yark Conference New York, NY
December 12, 2026 December 16, 2026 IEE International Electron Devices Meeting Conference San Francisco, CA
December 31,2026 December 31,2026 LS. BIS HBM & SME Expart Control Deadline Deadline Washington, D.C,
January1,2027 January 1,2027 Mew York RAISE Act Takes Effect Deadline NY

January 6, 2027 lanuary 9, 2027 CES Conference Las Vegas, NV
January 21,2027 January 23, 2027 AIEI Conference Bangalore, India
January 28. 2027 lanuary 28. 2027 Generative 4l Summit Conference Washington, D.C.
January 30, 2027 February 4, 2027 SPI Photanics West Conference San Francisco, CA
February 16, 2027 February 23, 2027 Ad A Conference Montréal, Canada
March 15, 2027 March 18, 2027 NVIDIA GTC Conference San Jose, CA

April 5, 2027 April 8. 2027 RSAConference Conference San Francisco, CA
April 13, 2027 April 15, 2027 Google Cloud Next Conference LasVegas, NV
April 26, 2027 April 30, 2027 ICLR Conference San Francisco, CA
June 1,2027 June 5, 2027 NAACL Conference San Francisco, CA
June 7.2027 June 10, 2027 Snowflake Summit Conference San Francisco, CA
June 9, 2027 June 10, 2027 The Al Summit Londan Conference London, UK

June 20,2027 June 24, 2027 IEEE CVPR Conference Seattle. WA

June 21,2027 June 24, 2027 Databricks Data + Al Summit Conference San Francisco, CA

Source: Citi Research




Figure 4. Model Metrics

MoM A Artificial Speed Blended
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— Anthropic Claude Opus 5.5 (max with fallback) 58 92 $2.94 1000 Sep. 22,2026 Proprietary

Google Gemini 4 Argon (high) 53 239 $0.57 1000 Sep.30,2026 Proprietary

OpenAl GPT-6 Astra{max) 53 51 $7.70 1000 Sep.3,2026 Proprietary

v Meta Muse Spark 1.3 (max) 48 181 $0.78 1000 Sep.2,2026  Proprietary
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v DeepSeek DeepSeek V4.1Flash {max) 39 209 $019 1000 Sep. 14,2026 Open
—_ MiniMax MiniMax-M3 29 99 $0.22 1000 Jun.1,2026 Open
Nex AGI Nex-N2-Pro 28 1 [] $0.53 262 Jun. 2, 2026 Open

Upstage Solar Pro4 28 B8O $0.22 512 Aug. 6,2026  Proprietary

¥  Multiverse Computing Quasar 438B (max) 27 143 $0.72 1000 Aug. 10,2026 Proprietary
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’ 0 InclusionAl Ling-3.0-flash-VL D¥xos 142 $0.04 262 Sep. 14,2026 Open
v Tencent Hy3 N 25 88 $0.10 256 Jul. 6, 2026 Open
NVIDIA Nemotron 3 Ultra 23 180 $0.48 262 Jun.1,2026 Open

KwaiKAT KAT-Coder-Pro V2 22 102 $0.22 256 Mar. 27,2026  Proprietary
LongCat LongCat 2.0 19 a7 $019 1000 Jun, 29, 2026 Open
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Figure 5. Projected Model Releases
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Figure 6. Historical Model Releases
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Figure 7. Frontier Releases for Proprietary and Open Models
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Figure 8. Gap in Proprietary and Open Intelligence
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Figure 9. Vercel Token Volume Shares
100%

80%

Model Type
® Proprietary @ Open-Weight

Intelligence Gap
@ Frontier Proprietary Minus Frontier Open-Weight Intelligence

Source: Citi Research, Vercel 1




Figure 10. OpenRouter Token Volume Shares
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Figure 11. AA Intelligence Index v. Cost per AA Intelligence Index Task by License
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Figure 12. Intelligence Over Time v. Blended Price
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Figure 13. Cost per AA Task for Current Versus Prior Models
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Figure 14. Cost Breakdown per AA Task
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Figure 15. Output Tokens per AA Task
120K+
110K+
100K

90K+
80K+
TOK+
60K+

50K+
40K
30K-
20K+
Wllll [
(0] . .
. & BN

,b+<9

Output Tokens per Task

RN IR O R
& @ \Z’* , ) \ N :\¢o R f) D!(b \l- g(‘\ Q\'z" (:')'
& 2 OQ’V o""? & & F o o7 0 S fz}@ > 'b"b ol
P P TS O V0 P
NN o7 & & $ X o > 0 > Y -\3’“ L2 2PN SR S
SN < PO RS N %0‘ & @7 O
Qef“ rb\)\ \(-\\o"‘" & 2 F & \§'\° coQ"" 22 & o ©
O & & NS MR Y e & N v§° &
O W & (C) N d &
<\\0 .(\% \)6\ @) <‘\\.
¢ &F S i v
N & e
S &
<

Answer ® Reasoning

Source: Citi Research, Artificial Analysis




Figure 16. Output Token Pricing by Creator
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Figure 17. Output Token Pricing
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Figure 18. Blended Token Pricing
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Figure 19. Silicon Data Token Expenditure Index
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Figure 20. Rental Pricing for GPUs
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Advanced Micro Devices

(AMD.O; US$615.73; 1; 01 Oct 26; 16:00)

Valuation

Our TPon AMD is $575. We value AMD using SOTP analysis with data center
GPU/CPU bizat $267/$207 (27/25x 2028 PE), client $31 (15x), gaming $2 (6x),
embedded $29 (20x), and net cash per share ~$40. Qur target PE multiples
are in-line with respective peer group averages.

Risks

Competition: AMD competes directly with Intel in the microprocessor market.
Consequently, any fluctuations in market share between AMD and Intel could
result in risk to our estimates. AMD competes directly with NVIDIA in the
graphics and Al GPU market. Consequently, any fluctuations in market share
between AMD and NVIDIA could result in risk to our estimates.

PC End Market: AMD derives roughly 30% of sales from the PC industry,
which is highly dependent on IT spending. Therefore, any major
uptick/downtick in IT spending could result in upside/downside to our
estimates and rating for AMD.

Valuation: While AMD is currently trading slightly above its historical range,
revisions to consensus revenue estimates could result in high volatility to
AMD stock.

Tender Offer: Any public or private tender offer for all or part of AMD’s
business could drive the stock higher and cause us to re-assess our rating.

If the impact on the company from any of these factors proves to be greater
than we anticipate, the stock will likely have difficulty achieving our target
price. However, should they be less than anticipated, the stock could trade
above our target price.

Applied Materials Inc

(AMAT.O; US$529.3; 1; 01 Oct 26; 16:00)

Valuation

We value AMAT at $710 using a 28x P/E multiple on 2028E EPS. We view a
28x multiple, above AMAT's 3-year average multiple of 21x, as appropriate
given multi-year WFE upcycle, secular tailwinds, and incremental Al data
center investment.

Risks

Downside risks to the achievement of our target price include the following: 1)
As fab utilization and capital equipment orders are closely linked to the stock
price, any material differences to our supply/demand model (e.g. deman
drops suddenly, or supply increases more rapidly than we predict) may cause



our valuation methodology to be inaccurate. 2) As the market share leader in
multiple sub-segments of semiconductor equipment, AMAT is uniquely
positioned to capitalize on inflections as well as face tough competition from
large peersin industry cycles.

ITG Inc
(ITG..0; US$7.02; 1H; 010ct 26; 16:00)

Valuation

Our $17 target price reflects a ~10x EV/EBITDA multiple on our ~$252mn
FY27E adj. EBITDA estimate. We believe a discount to peer average is
warranted given ITG's high customer concentration, elevated net leverage,
and limited public track record. That said, we see potential for multiple
expansion over time as the company executes its growth strategy and
diversifies its revenue base.

Risks

We rate ITG High Risk given the following primary factors: ITG has the highest
customer concentration across our broader coverage and recent IPO/limited
trading history.

Other risks associated with ITG that could impact the stock performance and
its ability to reach our target price include: elevated net leverage could limit
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and historical telco capex cyclicality.

Space Exploration Technologies

(SPCX.0; US$148.07; 1; 01 Oct 26; 16:00)

Valuation

We derive our $200 base-case price target for SPCX using the average of
three valuation methods: 1) 2027E growth adj. multiples (EV/Revenue/
Growth and EV/EBITDA/Growth) for the “Trillion-Dollar Comps” (a basket of
similar trillion-dollar+ market caps); 2) sum-of-the-parts (SOTP) valuing
Space, Connectivity, and Al separately using 2027E growth adj. multiples
N B A Sy A A F S G s R shg Tty R
EV/Revenue and EV/EBITDA) for the “Trillion-Dollar Comps” (a basket of
similar trillion dollar+ market caps).

Risks

Risks to our thesis, which could impede the shares from reaching our price
target, include headwinds to the launch segment which reference the failure
to demonstrate rapid reusability on Starship, lack of launch infrastructure,
and regulatory headwinds from the FAA and other government organizations.

The failure to rapidly gain market share in Starlink mobile, as well as 23



demonstrate the ability to create Al orbital satellites capable of compute, also
presents risks to SPCX.

Texas Instruments Inc

(TXN.O; US$281.31;1; 010ct 26; 16:00)

Valuation

Our target price of $345is based on 26X C28E EPS, roughly in line with its 5-
year trading multiple.

Risks

We note the following upside/downside risks to our target price:

End Market: Texas Instruments derives roughly 40% of sales from the
industrial end market. Therefore, any major downtick orincrease in the
industrial end market could result in downside/upside to our estimates and
rating for Tl.

Competition: Texas Instruments competes with Analog Devices, Microchip,
NXP and others in the analog market. Consequently, any loss of market share
could result in downside/upside risk to our estimates and rating to Tl.

Product Obsolescence: Texas Instruments spends a smaller percentage of its
revenue on R&D compared to its competitors. Consequently, if Tl fails to
develop future products suitable for its customers, it could result in downside
risk to our estimates and rating.

Inventory Risk: Texas Instruments sells roughly 35% of its products through
distributors. Thus, any major inventory corrections in the distribution channel
could result in downside risk to our estimates and rating.

Semiconductor Cycle: Tl has broad-based exposure across multiple products
and end markets. Therefore, if the overall semiconductor market enters a
downturn, it could result in downside risk to our estimates and rating.

Macroeconomic: Texas Instruments’ geographic exposure spans multiple
geographies including the U.S., Europe, and Asia. As a result, any prolonged
macroeconomic downturn could result in downside risk to our estimates and

rating. 24



