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DALALBYTES VERDICT

Headline verdict

Positive, with a capex watch.

Meta Platforms is the cheapest Al infrastructure buildout in mega-cap tech attached to
the best advertising business ever built, and the market is pricing only one of those two
things. Q2 2026 told the whole story in one quarter: revenue of $60.8 billion (+28%), ad
impressions up 14% with pricing up 12%, Family of Apps operating income of $23.4
billion, and simultaneously a capital-expenditure run rate that collapsed quarterly free
cash flow to $784 million. The advertising engine has never been stronger. The
infrastructure bill has never been larger. Both statements are true, and the investment
case is the tension between them. DalalBytes score: 80/100. Verdict: Positive, with a
capex watch. FY2029 estimates (DalalBytes): bear $600, base $1,150, bull $1,550.

$751.66 $520-$780 28x / 23x

REFERENCE PRICE 52-WK RANGE TTM / FWD P/E
80/100 $1,150 +53%

SCORE BASE TARGET* BASE UPSIDE*

* FY2029 targets are DalalBytes estimates, not facts. See the Valuation section for the full
bear/base/bull framework.

Business overview

Meta is two businesses and one bet. The first business is the Family of Apps: Facebook,
Instagram, WhatsApp, Messenger, and Threads, serving 3.60 billion daily active people as
of June 2026 and generating effectively all of the company's profit. The second business
is Reality Labs: Quest headsets, Ray-Ban Meta smart glasses, and the Orion AR program,
generating $431 million of quarterly revenue against a $4.6 billion quarterly operating
loss. The bet is that the world's largest audience plus the world's most aggressive Al
infrastructure buildout equals the lowest-cost distributor of personal superintelligence.
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Meta revenue: 2025 crossed $200B; growth re-accelerated to 22-28%
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Leadership: the fast-moving founder, judged on the
portfolio

Zuckerberg is a fast-moving leader who takes bold bets early and at full size. The right
way to judge him is as a portfolio allocator, not on any single bet, because the portfolio is
extraordinary even with the misses included. The wins are three of the best acquisitions
in tech history: Instagram ($1 billion, 2012) now has 3 billion monthly users and
generates roughly half of Meta's ad revenue, with Reels alone at a $50 billion annual ad
run rate; WhatsApp ($19.3 billion, 2014) has 3 billion users and paid messaging crossing
a $2 billion run rate. The pivot record is three for four on speed: mobile (14% to 91% of
ad revenue in six years) saved the company, Reels answered TikTok within five years to a
$50 billion run rate, and the open-source Llama strategy made Meta the default Al
research platform. The miss is the metaverse: roughly $88-92 billion of cumulative
Reality Labs losses since 2020 against about $2.2 billion of 2025 revenue, with Quest's
VR share falling from 72% to 54% in a year.

The framing that matters: Zuckerberg has always played from a high base. The
metaverse burn, the superintelligence buildout, the nine-figure researcher packages, all
of it is funded by an ad business printing $100 billion-plus in annual operating cash flow.
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The boldness is real, but it was de-risked by the base: no bet has ever threatened
solvency, and the 2022-2023 Year of Efficiency (21,000 roles cut) proved he can impose
discipline when the market demands it. Failure is part of the game when risks are taken
at this size; on a fifteen-year view the portfolio has compounded enormously.

The current bet is the June 2025 Superintelligence Labs reorg: $14.3 billion for 49% of
Scale Al installed 28-year-old Alexandr Wang as Meta's first Chief Al Officer, alongside
Daniel Gross and Nat Friedman, collapsing Al research, product, and infrastructure into
one division. The talent raid runs through Zuckerberg personally: nine-figure offers
confirmed on the record by Sam Altman, OpenAl's Zurich team, Apple's
foundation-models head Ruoming Pang on a package reportedly over $200 million. The
cost: Yann LeCun left in January 2026 after twelve years, publicly calling the new
direction 'completely LLM-pilled," with no named chief-scientist successor. The question is
whether superintelligence is the fourth pivot like mobile or the second like the metaverse.
The permanent caveat is control: Zuckerberg holds about 61% of total voting power on
roughly 13-14% economic interest, so every one of these bets is shareholder faith, not
shareholder choice.

Segment deep dive

Q2 2026 revenue mix: ads are 98% of the company

I

Ads
W= $50.36B (97.6%)
Q2 2026 Family of Apps Other
$60.8B = $1.01B (1.7%)

Reality Labs
= 50.43B (0.7%)
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Family of Apps advertising: the best ad machine ever built, still accelerating
Q2 ad revenue grew 27% on a 14% increase in impressions and a 12% increase in
average price per ad. The GEM and Lattice models produced an 8.3% increase in ad clicks
and a 15.7% uplift in conversions on Facebook in the quarter. Advantage+ has passed a
$75 billion annualized revenue run rate, with more than 9 million small businesses using

at least one generative-Al creative tool.

The Al ad flywheel, Q2 2026: volume and pricing growing together
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Ad revenue +27% in Q2 2026 on 14% more impressions at 12% higher prices.

How the ad machine survived Apple. In April 2021 Apple shipped App Tracking
Transparency, and Meta disclosed a headwind 'on the order of $10 billion' for 2022, the
largest one-day US market-cap loss on record. Instead Meta replaced third-party signals
with on-platform Al trained on first-party conversion data, and the models turned out to
be better at prediction than the raw tracking data ever was: by Q2 2026 impressions
were up 14% with pricing up 12%, the combination that only happens when the auction is
genuinely smarter. Bernstein now projects Meta ad revenue could close the gap with
Google Search before the end of 2026. Meta monetizes best when someone takes its data

away.
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Instagram: the economic core

Instagram is no longer the growth story inside Meta; it is the core. Three billion monthly
users, 2 billion daily, roughly half of company ad revenue. Reels is the engine: a $50
billion annual ad run rate, more than half of all Instagram ad placements, 46% of US
Instagram time spent. The tension: Instagram pays creators $0 per view (the Reels Play
Bonus ended in 2023), the lowest of the short-form trio, so the creator economy runs on
brand deals and reach. Instagram Shops adds about $42.8 billion of 2025 social
commerce sales, monetized through ads.

WhatsApp and Threads: the monetization backlog, and maybe not an ad
story

The ads path is live and growing: paid messaging crossed a $2 billion annual run rate in
Q4 2025, click-to-message ads run at roughly $10 billion with click-to-WhatsApp growing
60% year over year, Status ads launched in June 2025, and October 1, 2026 brings the
largest pricing expansion yet as free customer-service replies become billable. Over 1
million businesses use Meta's business agents weekly, billed at $2.00 per million tokens
from August 2026. Threads hit 500 million monthly users with ads rolled out globally;
forecasts disagree violently (EMARKETER ~$1B of 2026 US revenue vs Evercore ISI
$11.3B globally).

But the interesting possibility is that WhatsApp's endgame is not advertising at all. Meta's
Muse agent already runs inside WhatsApp chats as one of its surfaces, and at Connect
2026 Zuckerberg drew an explicit line: Muse will not carry ads, and Meta plans to profit
'by taking a small fee from transactions.' The mechanics are built: per-user isolated cloud
VMs, single-use virtual cards via Stripe Link, a separate Sentinel approval process for
every connector action, and connectors to Shopify, PayPal, Walmart, Best Buy, and
Expedia with 1,500-plus developer applications in the first week. The WeChat comp is the
right one and the caution in equal measure: Weixin Pay does over 1 billion commercial
transactions a day and Mini Programs facilitated about RMB 8 trillion of GMV in 2024, yet
WeChat Pay charges merchants only about 0.6% and Tencent's fastest-growing engine is
advertising, not payments. Base case: ads and messaging fees carry WhatsApp through
2027. Upside case: WeChat-style conversational commerce monetized by transaction
fees, a $25-40 billion mature pool. The signposts: a disclosed fee schedule, the resolution
of Amazon's September 2026 block of Muse shopping, and Shopify-scale merchant

partnerships.
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The monetization backlog: ads and messaging fees carry WhatsApp to 2027
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Run rates; 2026-2027 are DalalBytes estimates. Click-to-message spans WhatsApp, Messenger, Instagram DMs.

Reality Labs: the $88 billion question

Cumulative operating losses since 2020 total roughly $88-92 billion by published tallies,

and management says 2026 is the peak loss year. The mix is shifting toward glasses and
wearables: Ray-Ban Meta smart glasses sold 7 million units in a year, Meta holds roughly
three-quarters of the smart-glasses market, and the $799 Ray-Ban Meta Display sold out
its US allocation. The glasses business is proving the concept; the metaverse business is
still proving nothing. Analysts value the division as a pure drag: a $4.62 billion Q2 loss on
$431 million of revenue is $10.72 of loss per dollar of revenue.

Reality Labs: ~$92B of cumulative losses since 2020; 2026 guided as the peak
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Management expects 2026 to be the peak loss year before gradual reduction.

Al infrastructure and Meta Compute: the new segment, with contradictions. Meta does
not yet break out infrastructure as a segment, but it behaves like one: 2026 capex of
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$130 to $145 billion, the 5-gigawatt Hyperion campus in Louisiana ($50 billion-plus), a
1-gigawatt El Paso campus in a BlackRock joint venture, and $68 billion of new lease
obligations signed in July 2026 commencing 2027-2028. In July 2026 Bloomberg reported
Meta building 'Meta Compute' (internal codename Nimbus) to rent excess GPU capacity
and hosted Llama models to outside customers, with an OpenAl-compatible API, led by
infrastructure chief Santosh Janardhan. Anthropic was reported in talks to lease up to $10
billion of capacity. Status is pre-general-availability: no GA date, no pricing, no announced
customers. Three contradictions deserve honest treatment. First, the 'excess capacity'
premise is shaky: CFO Susan Li said industry capacity stays tight 'for the foreseeable
future,' and Zuckerberg has repeatedly described Meta as perennially
capacity-constrained. Second, selling compute to Anthropic means arming a direct
frontier-model rival while Meta's own models need that same capacity. Third, Meta is
simultaneously the industry's largest buyer of neocloud capacity (a $21 billion
CoreWeave contract through 2032, up to $27 billion with Nebius) and preparing to
compete with those same neoclouds as a seller. The bull read: optionality on a real
revenue line. The bear read: a headline in search of capacity.

Financial deep dive

Q2 2026 (reported July 29): revenue $60.80 billion (+28%), costs and expenses $42.03
billion (+55%, including a $2.40 billion legal charge and $1.18 billion of severance from a
May 2026 reduction of about 8,000 employees), operating income $18.78 billion (-8%),
operating margin 31% versus 43% a year earlier, diluted EPS $6.18 (-13%, missing the
$7.19 consensus). Excluding the one-time charges, operating income would have grown
about 9%. Full FY2025: revenue $200.97 billion (+22%), operating income $83.28 billion
(+20%), net income $60.46 billion (-3%, depressed by a $15.93 billion non-cash tax
charge tied to the One Big Beautiful Bill Act). The quarter is the investment thesis in
miniature: the operating business accelerated while the investment bill compressed
reported margins.
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The capex supercycle: guidance tripled in two years
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The capex supercycle is the central variable in the investment case. 2024: $39.2 billion.
2025: $72.2 billion (+84%). 2026 guidance: $130 to $145 billion, raised twice during the
year. Management refuses to guide 2027 capex, calling infrastructure planning 'highly
dynamic,' while arguing industry capacity was historically underbuilt and will stay tight
‘for the foreseeable future.' Non-cancelable commitments stood at $349.3 billion as of
June 30, 2026, with $81.7 billion due in 2027.

Capex is absorbing the cash: Q2 2026 capex took 98% of operating cash flow

mmm Capex
mmm Free cash flow

$72.28

$31.1B

$0.78B

2025 (flIJH year) Q2 2026I(quarter)

Q2 2026: capex 31.08Bagainst31.868 of operating cash flow.

Free cash flow is real but currently consumed: $43.59 billion in 2025, $12.39 billion in Q1
2026, then $784 million in Q2 2026 as $31.08 billion of quarterly capex absorbed nearly
all operating cash flow. Trailing twelve months FCF is about $37.9 billion, a roughly 2%
yield. The cash generation of the business is not in question ($115.8 billion of 2025
operating cash flow); the question is how much of it the buildout absorbs and for how
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long.

$60.8B $18.8B $784M $90.3B $349.3B

Q2 2026 REVENUE Q2 OP. INCOME Q2 FREE CASH FLOW CASH + SECURITIES COMMITMENTS

Balance sheet: a fortress funding a siege. $90.26 billion of cash and securities against
$83.66 billion of long-term debt leaves about $6.6 billion of net cash, but debt roughly
doubled from $58.7 billion at year-end 2025 as Meta termed out the buildout, and
off-balance-sheet engineering (a $27 billion Louisiana SPV, a $12.5 billion Texas joint
venture with BlackRock at about 7.5%) keeps headline leverage modest.

Capital allocation: the two-bucket budget. The dividend is $0.525 per quarter ($2.10
annualized, about a 0.3% yield), a rounding error. The real story is buybacks: $26.26
billion in 2025, then zero in the first half of 2026, the first full pause since the program
began in 2017, with $25.03 billion of authorization still unused. The share count is now
drifting up about 1.4% as stock-based compensation (roughly 10% of revenue, about $20
billion in 2025) compounds with no repurchases to offset it. Good allocation has a clear
shape: fund the Al buildout only while incremental returns clear the bar (management
claims above-20% incremental ROIC on Al investments; the skeptical math is that roughly
$399 billion of 2026-2028 growth capex at a 12% ROIC demands about $48 billion of new
annual profit), resume buybacks the moment FCF turns sustainably positive (likely 2027
at the earliest), keep the dividend token. The metrics that adjudicate it: ad pricing
growth, ad revenue growth against capex per daily user, and the FCF recovery timeline.
Management's line in the sand is its commitment that 2026 operating income exceeds
2025's.

The May 2026 cut of about 8,000 employees ($1.18 billion of severance) beside
nine-figure researcher packages is coherent capital reallocation under Zuckerberg's own
framing: compute infrastructure and people are the two cost buckets, and dollars are
moving from commodity headcount to frontier talent and $125-145 billion of Al capex,
with Al tooling substituting for mid-level engineering labor. The 2022-2023 cut fixed a
bloated base; the 2026 cut reallocates a healthy one. Price the logic, but note the toll:
internal morale is openly poor, and the Al-native restructuring was acknowledged in a July
2026 town hall as not yet working.

The capex watch has teeth: it flips negative if 2027 capex guidance rises again without a
revenue line attached (Meta Compute GA, WhatsApp/Threads monetization scale, or
disclosed inference cost-per-token improvement), if trailing-twelve-month FCF prints two
consecutive years below $20 billion, or if Reality Labs losses fail to peak in 2026 as
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guided. It flips positive if quarterly FCF recovers above $10 billion while capex stays in
guide, if buybacks resume at scale, or if MTIA 450 ships at scale in H1 2027 with
disclosed cost-per-token figures.

Technology deep dive

MTIA: the margin machine, stress-tested. Meta's custom-silicon program is the most
underappreciated asset in mega-cap tech, and this report is long it, so it gets the
strongest scrutiny here. Four generations on a six-month tape-out cadence: MTIA 300 (1.2
PFLOPS FP8, in production serving ranking and ad-recommendation inference), MTIA 400
'Iris' (6 PFLOPS FP8, entered production in September 2026 after six weeks of testing),
MTIA 450 'Arke' (21 PFLOPS MX4, 18.4 TB/s HBM, decode-optimized for GenAl inference,
12 chips received from TSMC on September 1, 2026 performing within 2-3% of simulation
per Meta, mass deployment targeted H1 2027), and MTIA 500 'Astrid' (30 PFLOPS MX4,
27.6 TB/s HBM, end of 2027). Co-developed with Broadcom, fabricated by TSMC, led by
VP of Engineering Yee Jiun Song, whose public claim is better performance per watt and
per dollar than 'whatever Nvidia is currently shipping' in each generation. The strategy is
inference-first: at Meta's user scale, the cost that matters is cost per token served, and
owning the silicon removes the merchant margin from the largest line item in the Al P&L.

MTIA roadmap: memory bandwidth up 4.5x across four generations
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MTIA 450 (GenAl inference) silicon received Sept 2026, within 2-3% of simulation.

- Evidence: the only evidence for the 450 is a 12-chip bring-up batch and Meta's own
word. Zero independent public benchmarks against any NVIDIA GPU; Meta published
no specs or benchmarks for the 450/500 generations; the circulating figures (44%
TCO reduction, 40% power-efficiency improvement) are Meta's claims for Meta's
workloads.
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- Cadence: no accelerator vendor ships four generations in two years against an
industry norm of one to two years. At a six-month cadence, validation of one
generation overlaps the tape-out of the next, so a single respin or packaging miss
consumes a full generation slot.

- Concentration: Broadcom is the sole design partner through 2029 while
simultaneously building custom silicon for Google (whose TPU business is already
more than twice the next-largest hyperscaler program), Microsoft, OpenAl, and
Anthropic. Meta is one queue among several.

- Node and memory: Astrid rides TSMC's N2 node (3% of wafer revenue in Q2 2026,
first gate-all-around node) plus HBM4 supply where pricing just rose about 20% and
memory is projected to cost buyers more than the GPU itself by 2027.

- Slip math: every quarter Meta runs interim GenAl inference on merchant GPUs, the
claimed 44% TCO savings accrue to NVIDIA's ~71-72% gross margins instead of
Meta's. A 6-12 month Arke slip pushes the cost-curve inflection from 2027 into 2028
while depreciation on the 2026 build arrives on schedule.

- Moving goalposts: NVIDIA's Vera Rubin NVL72 delivers 3.7x GB300 MLPerf
throughput with a promised 10x inference cost reduction, Rubin Ultra lands in late
2027 alongside Astrid, and a revived Rubin CPX splits prefill from decode, directly
contesting MTIA's inference niche.

- Software moat: MTIA runs PyTorch, vLLM, and Triton, but it is not CUDA, and
NVIDIA's stack compounds monthly while Meta concedes MTIA does not target
ultrafast inference, ceding the latency-sensitive frontier to NVIDIA and specialists.

The bull case survives the stress test as a directional claim for Meta's own workloads at
gigawatt scale, which is exactly what Song claimed and no more. The margin thesis is
real; the timeline is the risk.

The consumer Al assistant war. Three assistants sit near 1 billion monthly users each, and
the tie is misleading. ChatGPT has 900 million-plus weekly users and crossed 1 billion
monthly app users in June 2026 on a ~$40 billion annualized revenue run rate, with users
who chose it, downloaded it, and pay for it. Gemini has 1 billion monthly users as the
default assistant on 3 billion-plus Android devices (Google Assistant was removed in
September 2026, forcing migration), but only about $1.2 billion of 2025 subscription
revenue: a default audience, not a chosen one. Meta Al has about 1 billion monthly users
embedded across WhatsApp (where ~63% of its usage happens), Instagram, Facebook,
and Messenger: the largest zero-friction distribution in the world, still searching for its
first monetized dollar. Apple rebooted the race in September 2026 with an on-device Siri
Al under new CEO John Ternus, built with Gemini technology.



Three assistants near 1B users; the tie is misleading

Gemini: default on 3B+ Android, ~$1.2B subscription revenue - 1.0B MAU

Meta Al: embedded, largest distribution, ~$0 monetized 1.2B MAU

ChatGPT: chosen by users, ~$40B revenue run rate - 1.0B MAU
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Meta Al 1.2B MAU is embedded across WhatsApp/instagram/Facebook/Messenger (Q1 2026). Muse is the transaction-fee bet on top.

The war is fought on three terrains: defaults (the Android assistant key, the iOS side
button, the WhatsApp search box), memory (conversation history, connected accounts,
the switching cost of leaving), and subscription lock-in. Meta's structural insight is that
intent plus default beats either alone, and Muse is the weapon built for that insight: not
another chatbot but a goal-executing agent that books, buys, and negotiates across
Gmail, Calendar, Spotify, Shopify, and 1,500-plus developer connectors, monetized by
taking a cut of completed transactions rather than selling subscriptions or ads. Launch
traction is genuinely impressive: 2.8 million downloads in 12 days, number one on the US
App Store. One Wall Street estimate puts Muse revenue at ~$10.8 billion a year if it
reaches 1 billion users by end-2027 with 3% paying. The early going shows the fight to
come: Amazon blocked Muse from shopping on Amazon.com within days, calling it an
unauthorized agent, while Shopify's CEO announced deep agentic-checkout partnership
the same day. Meta's distribution advantage is real, but ChatGPT's is intent, and intent
monetizes first.

Forward view: a native assistant for every context. This is forward-looking analysis, not
reported fact. If Muse is the generic agent engine, the logical next move is personas
tuned to each platform's social context: WhatsApp is intimate and utility-driven,
Instagram is aspirational and discovery-led, Facebook is community and marketplace,
Threads is public conversation. A single generic assistant fits none of these well; the
persona is what makes an agent feel native, and the persona is the commerce surface.
Instagram's persona sells taste, WhatsApp's sells trusted transactions, Facebook's sells
local commerce. Meta has run this experiment before: the 2023-24 celebrity-voiced Al
characters were personas without an engine underneath. Muse flips that: one capable
engine, many native faces. The strategic asymmetry is clean. OpenAl has one assistant
for every context; Meta could field a native assistant for every context it owns, and it
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owns most of human social context. No competitor can replicate that, because no
competitor owns all the surfaces.

Llama and the open-weights moat: Llama 4 Scout and Maverick shipped as open weights
in April 2025 (10M and 1M token contexts); the Behemoth teacher model was shelved.
The strategy then pivoted two-tier: open weights commoditize the model layer for
competitors while Meta monetizes distribution, and closed frontier models (Muse Spark,
April 2026; the Muse agent, September 2026) capture the premium. The Llama API runs
on partner silicon: Cerebras claims roughly 2,600 tokens per second, Groq serves Scout
at about 594 tokens per second.

Ad tech: Al you can measure in dollars. Andromeda (ad retrieval, ~10,000x prior funnel
capacity), Lattice (sequence-aware ranking), and GEM (generative embedding foundation
model) sit behind the Q2 numbers: +8.3% ad clicks and +15.7% conversions on
Facebook in a single quarter. This is the proof that Meta's Al capex has a revenue line
attached, unlike most of the industry's Al spending.

Datacenters and power: the physical moat. The 5-gigawatt Hyperion campus in Louisiana
($50 billion-plus), a 1-gigawatt El Paso campus in a BlackRock joint venture, 1,121 MW of
contracted nuclear from Constellation, 2,176 MW plus uprates from Vistra, and
advanced-nuclear agreements with TerraPower and Oklo (up to 6.6 GW over 20 years, the
largest private nuclear procurement in history). In an industry where everyone has
models and nobody has enough power, contracted electrons are a moat.

Partnerships and ecosystem

- AMD (February 2026): up to 6 gigawatts of Instinct GPUs over five years, built
around custom MI450 silicon co-designed for inference on TSMC's 2nm-class node
with HBM4, in co-designed Helios racks (72 MI455X per rack), plus 6th-gen EPYC
'Venice' CPUs with a Meta-tuned custom variant. AMD issued Meta a
160-million-share performance warrant vesting on shipment milestones. The
merchant hedge against MTIA and NVIDIA.

- Broadcom: co-designer of MTIA's compute and I/O chiplets, with a partnership
through 2029 targeting the industry's first 2nm Al accelerator at gigawatt scale. The
concentration is the point: see the MTIA stress test above.

- Cerebras and Groq: the latency partners powering the Llama API's speed tier
(Cerebras claims roughly 2,600 tokens per second). Meta concedes MTIA does not
target ultrafast inference; these partnerships are the other half of that sentence.

- EssilorLuxottica: the Ray-Ban Meta partnership gives Meta the world's largest
eyewear distribution network; tripled partner revenue and a 76% smart-glasses
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market share suggest the channel works.

- Scale Al: $14.3 billion for 49% (June 2025), with CEO Alexandr Wang joining as Chief
Al Officer leading Meta Superintelligence Labs, buying the data-labeling
infrastructure that frontier training depends on plus the talent magnet. The
post-2025 M&A pattern shifted to acqui-hires for the agent layer: Manus Al
(December 2025, reported over $2 billion), Moltbook (March 2026), and Dreamer Al
(March 2026), plus a March 2026 commitment of up to $27 billion for Nebius cloud
capacity. In June 2026 Meta led a ~$900 million round in CRED at a ~$4.5 billion
valuation with founder Kunal Shah becoming global head of WhatsApp, widely read
as a WhatsApp-monetization talent and rails play.

Competition
Competitor Arena Read
Google Al models, TPU The full-stack rival: custom silicon plus frontier models
Ironwood, YouTube plus video. Ironwood benchmarks ~19% cheaper per
token than NVIDIA B200 (SemiAnalysis). Gemini is the
default on 3B+ Android devices with 1B MAU but only
~$1.2B of 2025 subscription revenue.
TikTok / Short video, ad The attention competitor. The US saga closed in
ByteDance budgets January 2026: roughly 80% American-owned TikTok
USDS Joint Venture (Oracle, Silver Lake, MGX),
ByteDance 19.9%. TikTok operates normally; the
regulatory overhang is gone.
OpenAl Frontier models, Model-quality benchmark and the intent leader: 900M+
enterprise API, weekly users, ~$40B revenue run rate, ads launched
ChatGPT February 2026 past a $1B run rate. GPT-6 launched
September 2026 with ~50% price cuts.
XAl Models, talent Talent-war participant; smaller structural threat.
Amazon Advertising, AWS, Ads is the growth overlap; AWS is the Meta Compute
agentic commerce target. Amazon blocked Muse from shopping on
Amazon.com in September 2026, the first battle over
who owns the agentic customer relationship.
Apple Platform, Siri Al, Controls the iOS distribution Meta depends on;

Vision Pro rebooted Siri Al in September 2026 under CEO John
Ternus, built with Gemini technology. Vision Pro

validates spatial computing while Quest outsells it.



NVIDIA Al silicon Supplier and benchmark; MTIA exists to reduce this
dependence. Vera Rubin resets the cost curve in 2027.

Microsoft Al platforms, LinkedIn Copilot distribution rival; LinkedIn takes B2B ad
ads budgets.

Meta's structural advantages: 3.6 billion daily users no competitor can replicate, an ad
auction trained on the deepest conversion dataset in the industry, and distribution that
puts every Al feature in front of billions overnight (Muse hit number one in the US App
Store in twelve days). The disadvantages: dependence on Apple and Google mobile
platforms, an ad business that remains cyclical, and an assistant (Meta Al) with a billion
default users against competitors with a billion choosing ones.

Risks

- The capex bet does not pay off: the central risk. If Al monetization underperforms
while $130-145 billion of annual capex becomes the run rate, Meta will have built
the most expensive infrastructure in corporate history for a return that never
arrives. The FCF trough is already here ($784 million in Q2 2026).

- MTIA execution slip: 12-chip bring-up evidence, no independent benchmarks, sole
design partner through 2029, TSMC N2 and HBM4 supply risks for Astrid, NVIDIA's
Rubin cadence moving the goalposts. A 6-12 month Arke slip pushes the cost-curve
inflection into 2028 while depreciation on the 2026 build arrives on schedule.

- Reality Labs losses do not peak: management says 2026 is the peak loss year.
Cumulative losses of roughly $88-92 billion buy a 2027 AR glasses target and a VR
market Meta is losing share in. If the peak pushes out, the drag compounds against
the FCF trough.

- Cyclical advertising: 98% of revenue is ads. A recession cuts advertiser budgets and
the multiple compresses regardless of the Al story. The dividend ($0.525/quarter)
does not protect the downside.

- Platform dependence: Meta's distribution runs on Apple and Google mobile
platforms. Apple has demonstrated it will inflict a $10 billion revenue hit with one
privacy update; the September 2026 Siri Al reboot puts a native assistant on the
side button of a billion iPhones.

- Regulatory and legal: the FTC breakup case closed favorably in June 2026, but the
EU's Digital Markets Act gatekeeper designation constrains product integration in
Europe, the $8 billion Cambridge Analytica settlement trial began in April 2026 with
Zuckerberg testifying, and Q2 2026 took a $2.40 billion legal-proceedings charge.
The EU Al Act's GPAI obligations are now live.



- Voting control: Zuckerberg's roughly 61% voting power on about 13-14% economic
interest means shareholders fund the bets but do not choose them. The bet size is
growing into this risk: $130-145 billion of annual capex decided by one person is the
central governance fact of the company.

- Balance-sheet strain: debt roughly doubled to $83.66 billion in eighteen months,
$25.03 billion of buyback authorization sits unused while the share count drifts up,
and ~$399 billion of 2026-2028 growth capex at a 12% ROIC demands about $48
billion of new annual profit. The off-balance-sheet lease structures ($279 billion of
forward obligation per published estimates) defer but do not eliminate the liability.

- The two-meter trap: in conversational commerce, if Meta bills both the ad that starts
the chat and the agent that thinks through it (token pricing), third-party bot builders
pay twice while Meta's own agent pays once. That is pricing power, and also the
kind of behavior that invites regulatory and platform scrutiny.

Valuation: three lenses

Lens 1: relative and historical. At $751.66, Meta trades at about 28x trailing earnings and
26.5x 2026 estimates, toward the high end of its post-2023 range of roughly 24-31x
trailing but below the June 2023 peak of about 35.6x. It is not distress pricing (2022's
11.5x trough) and not a cloud-style rerating (Microsoft trades well above 40x forward
earnings). Against peers it remains the cheapest Al bet: Microsoft ~40x 2026 EPS, Google
~28x, Amazon ~37x, Apple ~38x, with Meta holding the fastest FCF growth in the group
at ~57%.

Lens 2: sum of the parts. The market values Family of Apps and treats everything else as
option value, so make the parts explicit. A DalalBytes illustrative SOTP: Family of Apps
advertising at a normalized 20-22x operating earnings carries the current price;
WhatsApp and Threads are a $25-40 billion mature-revenue option; Reality Labs is zero to
negative on the $17-billion-plus annual burn; net cash of ~$6.6 billion with $279 billion of
forward lease obligations acknowledged separately; Meta Compute and Muse carry
modest option value until monetization is demonstrated. The SOTP lands in the same
band as the scenario targets: the core ads business carries the price, the upside lives in
the options.

© 2026 DalalBytes Research - For educational purposes only. Not investment advice.
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Sum of the parts: the ads business carries the price, the options carry the upside

Reference $751.66

FY2029 base target -

i
0 200 400 600 800 1000 1200

Value per share ($)
mmm Core ads (FoA): $980 mmm Muse / Meta Compute: $60 M Reality Labs: -$20

mmm \WhatsApp / Threads: $110 === Net cash: $20

DalalBytes illustrative composition; Reality Labs carried at drag value, options at modest value until monetized.

Lens 3: scenarios. FY2029 targets (DalalBytes estimates): bear $600 (-20%), base $1,150
(+53%), bull $1,550 (+106%). Bear: Al monetization stalls, MTIA 450 slips 6-12 months,
Reality Labs losses do not peak, 2027 capex guidance rises again without a revenue line;
the multiple compresses toward 20x on stalled growth. Base: advertising compounds at
mid-teens, MTIA ships at scale in H1 2027 with disclosed cost-per-token improvement,
WhatsApp/Threads reach a $15-20 billion combined run rate by 2028, Reality Labs losses
peak in 2026, FCF recovers above $10 billion quarterly by 2027, buybacks resume; the
market starts pricing inference-margin expansion. Bull: MTIA delivers the claimed 44%
TCO reduction at scale, Meta Compute reaches GA with disclosed customers, WhatsApp
transaction-fee commerce reaches escape velocity on the WeChat math ($25-40 billion at
maturity), Threads ad ramp lands near the high forecasts, and the multiple rerates
toward 30x on visible Al-monetization. The metaverse option is free.

© 2026 DalalBytes Research - For educational purposes only. Not investment advice.
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FY2029 targets (DalalBytes estimates): the bull case is the capex converting
1800 -

1600 - $1550
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800 - Reference $751.66

Share price ($)

600 -
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Bear Base BUIl

Bear: Al monetization disappoints, multiple to ~18x. Bull: Meta Compute works, inference cost curve lands.

Bear $600 (-20%)

Al monetization disappoints, MTIA 450 slips, Reality Labs losses do not peak, and the
multiple compresses toward 20x on stalled growth.

Base $1,150 (+53%)
The ad business compounds at mid-teens, MTIA ships at scale in H1 2027,

WhatsApp/Threads reach a $15-20B run rate by 2028, FCF recovers above $10B
quarterly, buybacks resume.

Bull $1,550 (+106%)
MTIA delivers the 44% TCO reduction at scale, Meta Compute reaches GA with customers,

WhatsApp transaction commerce escapes on the WeChat math, and the multiple rerates
toward 30x on visible Al monetization.

The bear case is a capex trap; the base case is an ad compounder with a free inference
option; the bull case is the cheapest full-stack Al buildout in tech rerating as the cost
curve proves out. The base case remains the highest probability, which is why the verdict
is Positive, with a capex watch.

* FY2029 targets are DalalBytes estimates, not facts. Reference price $751.66 is the
September 25, 2026 close.
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Meta 10-K FY2025, 10-Q Q2 2026, Q2 2026 earnings call (July 29, 2026), Q3 2025 and Q4
2025 earnings calls, March 2026 infrastructure roadmap, Connect 2026 keynote (via
Medianama, Next Reality), Bloomberg/Dina Bass interview with Yee Jiun Song (Sept 15,
2026), February 2026 AMD agreement, June 2025 Scale Al investment, June 2026
Conversations conference, April 14, 2026 Broadcom partnership extension. Reporting:
TechCrunch, GeekWire, Reuters, Alphastreet, SemiAnalysis, Bernstein, EMARKETER,
Evercore ISI, Zacks, TheStreet, ChatMaxima, NPCI, Tencent FY2025 results. All figures
DalalBytes research estimates unless attributed; market data as of September 25-28,
2026.

Disclosure: this report is for educational purposes only and is not investment advice, a
recommendation, or an offer to buy or sell any security. All targets and scores are
DalalBytes research estimates based on public information available as of September 28,
2026. Investing involves risk, including loss of principal. The author may hold positions in
securities mentioned. Readers should conduct their own due diligence and consult a
qualified financial advisor before making investment decisions.
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