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Companion to the Cerebras Systems investment report (68/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: $166.43 (Nasdag close, October 2, 2026). Two pass, two partial, one fail.

Grades at a glance

Sunrise (training-to-inference shift) PASS
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PARTIAL
Free Cash Flow FAIL

Overall fit verdict: two pass, two partial, one fail. Cerebras clears the sunrise and leadership bars with a
genuine technology breakthrough, but has not yet earned compounder status: the moat is technological
rather than commercial, the fortress is a construction fund, and free cash flow has never been positive. Full
investment report score: 68/100, Selective Positive.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The tailwind is the shift of Al spend from training to inference, and it is structural. Training is a one-time
cost per model; inference is a recurring cost per query, and query volume compounds with adoption. Every
enterprise agent loop, every coding assistant, every real-time application multiplies tokens generated per
user action. The industry's direction of travel is unambiguous: inference capacity is the scarce resource,
and the buyers (OpenAl's $20 billion-plus commitment, AWS building a Bedrock offering, sovereign Al
programs from Finland to the UAE) are signing multi-year contracts to secure it.

Three company-specific gusts strengthen the read. First, Cerebras is outrunning the sunrise on the metric
that matters: independently benchmarked throughput of 1,700-3,000 tokens per second on
GPT-0OSS-120B against Groqg's 475-493 and a fraction of that on GPUs. Second, the contracted demand
is already on the books: $25.4 billion of remaining performance obligations, the largest inference backlog
ever disclosed by a non-NVIDIA vendor. Third, the sunrise has a second leg inside it: disaggregated
inference (5x throughput gains using partner silicon for prefill) expands the addressable market beyond
what fits on one wafer.

The honest caveat: sunrises attract capital, and inference price-per-token is compressing industry-wide. A
rising tide that halves prices still lifts volume, but it converts fewer dollars per token each year. The pillar
tests the industry's direction, not its pricing, and the direction passes cleanly.
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Pillar 2: Leadership, PASS
GRADE: PASS

Andrew Feldman has done this before in the same domain: co-founded SeaMicro in 2007, sold it to AMD
for $334 million in 2012, ran AMD's Data Center Server Solutions group, then spent a decade in stealth
solving problems (wafer-scale cooling, defect routing, packaging) that the industry considered impractical.
The "did they do what they said" test has a ten-year answer: the WSE generations shipped on cadence
(2019, 2021, 2024, CS-4 in 2026), the IPO repriced upward twice, and the OpenAl agreement is the
largest inference contract ever signed by a challenger vendor. The co-founding team (Lauterbach, James,
Lie, Fricker) has been together since SeaMicro, which is the kind of continuity money cannot buy.

Deductions, honestly stated. This is Feldman's first public-company CEO role at a $40 billion valuation,
and operating a hypergrowth public company is a different sport from stealth engineering. The governance
around him is the weakest part of the story: the OpenAl relationship stacks customer, lender, and
warrant-holder in one counterparty with a disclosed Altman conflict; insider selling since the IPO exceeds
$110 million (the COQ's $80.8 million sale stands out even inside 10b5-1 plans); and multiple
securities-law investigations opened within months of listing. A PASS on vision and execution, with
governance as the monitored item that could downgrade it.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

The technology lead is real and unusually defensible. Wafer-scale integration took $200 million and four
years to make work; TSMC is currently the only foundry on earth that can manufacture these chips; and
the measured throughput advantage (3-8x over Groq, an order of magnitude over GPUs on sustained
generation, at full 16-bit precision) is not a marketing claim but an independently benchmarked fact. The
disaggregation roadmap (partner silicon for prefill, WSE for decode) extends the moat from the wafer to
the system architecture. Patents, packaging IP, and a decade of process learning form a genuine barrier.

But semiconductor moats are narrower than they look from the benchmark charts:
e There is no CUDA equivalent. NVIDIA's moat is the developer ecosystem, and Cerebras has no
comparable lock-in; customers rent throughput, they do not build on a platform.

e TSMC is a single point of failure. The only foundry that can build the product is also the foundry every
competitor uses; capacity allocation and geopolitics are existential variables.

e The largest buyers build their own silicon. Google has TPUs, AWS has Trainium, Meta has MTIA,
and OpenAl has chip ambitions. The wedge exists only while the throughput gap exceeds the
integration incentive.

e Price-per-token compression punishes everyone. The throughput leader wins on cost, but a halving
price still halves revenue per token.

If Cerebras converts the backlog, signs a second hyperscaler, and holds the throughput lead through two
more WSE generations, this pillar upgrades. Today the technology is a moat and the business around it is
not yet one: PARTIAL.
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Pillar 4: Iron Fortress, PARTIAL
GRADE: PARTIAL

The cash position is extraordinary for a pre-profitability company: $5.55 billion from the IPO, $2 billion from
the January 2026 Series H, $930 million in cash plus $406 million in securities at year-end 2025, no debt,
a current ratio of 5.82, and debt-to-equity of 0.02. On paper this is the strongest balance sheet of any
challenger in Al infrastructure.

The deduction is what the cash is for. This is not a fortress; it is a construction fund. Capital spending
jumped from $23.4 million (2024) to $382.7 million (2025), the operating margin was negative 265% in Q2
2026, and the 750-megawatt OpenAl deployment will consume billions before it generates its first full year
of high-margin cloud revenue. A fortress that must spend itself to survive the next three years is a timing
bet, not a balance-sheet fact. The related-party receivables concentration (MBZUAI at 78% of receivables)
adds a credit dimension no fortress should have.

The pillar earns PARTIAL rather than FAIL because the alternative, raising into weakness with the lockup

expiring and the stock 57% off its high, would be far worse; management funded the build at the top, which
is exactly what good capital allocation looks like. But "well-funded burn" is not a fortress. Upgrade to PASS
when operating cash flow turns sustainably positive or the cash balance stabilizes across two consecutive
years.
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Pillar 5: Free Cash Flow, FAIL
GRADE: FAIL

There is no way to grade this pillar honestly other than fail. Cerebras is deeply free-cash-flow negative and
will remain so for years: negative 265% operating margins, capex compounding as inference capacity is
built, R&D; at 48% of sales, and a business model that requires billions of upfront construction before the
recurring cloud revenue arrives. The 2025 "profitability” ($237.8 million GAAP net income) was an
accounting artifact of a $363.3 million one-time gain; the non-GAAP reality was a $75.7 million loss, and
the cash reality is worse.

The forward-looking mitigants are real but unproven: cloud revenue at 287% growth with improving
utilization is the path to positive unit economics, and the $25.4 billion backlog is contracted future cash.
But FCF is graded on collected cash, not contracted backlog, and not a single quarter of positive free cash
flow exists in the company's history. For a five-pillar engine built to find compounders that fund
themselves, this is the pillar that says "not yet." The upgrade trigger is explicit: two consecutive quarters of
positive operating cash flow, or cloud gross margins demonstrably above 50% with utilization disclosed.
Until then: FAIL.
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Summary

e Pillar 1. Sunrise: PASS, the training-to-inference shift is structural; Cerebras leads it on measured
throughput with a $25.4B contracted backlog

e Pillar 2. Leadership: PASS, Feldman's SeaMicro-to-wafer-scale record is a decade of "did what they
said"; governance (OpenAl entanglement, insider selling, investigations) is the monitored deduction

e Pillar 3. Moat: PARTIAL, the wafer-scale technology lead is real and hard to replicate, but there is no
ecosystem lock-in, TSMC is a single point of failure, and the biggest buyers build their own silicon

e Pillar 4. Iron Fortress: PARTIAL, extraordinarily well funded ($7.5B+ raised, no debt) but the cash is
a construction fund for a cash-burning build, not a fortress

e Pillar 5. Free Cash Flow: FAIL, deeply negative with no positive quarter in company history; the
backlog is contracted, not collected

Two pass, two partial, one fail. The engine's read: a genuine technology breakthrough in a structural
sunrise, led by a proven founder, that has not yet earned the right to be called a compounder. It is an
option on the inference era funded with a fortress-sized war chest, priced as though the option is already in
the money. That matches the investment report's 68/100 Selective Positive: back the technology, respect
the binary, size accordingly.

What changes the grade: Moat upgrades to pass if Cerebras signs a second hyperscaler-scale customer
and holds the throughput lead through two more WSE generations. Iron Fortress upgrades when operating
cash flow turns sustainably positive. Free Cash Flow upgrades on two consecutive quarters of positive
operating cash flow. Leadership downgrades on any adverse finding from the securities investigations or a
disorderly OpenAl renegotiation. Sunrise is the one pillar that needs no monitoring: the inference era is not
reversing.
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