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SILICON OTHER SILICON

NVIDIA - $12.93 BILLION - THE BIGGEST DEAL IT HAS EVER MADE

Nvidia Just Bought the
Layer That Makes Its Own
Chips Optional

The world's most valuable chipmaker paid roughly twelve days of revenue for Hugging
Face — a platform whose entire worth rests on the promise that you never have to run
anything on Nvidia hardware. Read as a moat, the deal looks redundant. Read as a hedge,
it is the most honest thing Nvidia has said all year.
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Broadcom's Al silicon grew 221% in a One CRISPR infusion. Twelve months A robotaxi with no steering wheel drew a
quarter. Somebody is routing around later, LDL cholesterol down 52.5%. federal probe within hours.
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THE DISPATCH

Scarcity is a tenant,
not an owner.

Every durable business is built on something that is
hard to get. The uncomfortable part is that the hard-
to-get thing keeps moving. It was the mainframe,
then the operating system, then the browser, then
the app store. Each incumbent defended the floor it
was standing on while the scarcity quietly relocated
one storey up.

This week the industry watched a company that has
never lost a floor fight decide not to have one. Nvidia
paid $12.93 billion — its largest acquisition ever — for
Hugging Face, the repository where three million
open models are found, forked, and loaded. Not a fab.
Not an interconnect. A registry. The consensus called
it moat-widening. We think it is closer to an
admission: the chip will not be the chokepoint
forever, and the company that sells the chip knows it.

That is the lens for this issue. Watch what each
week's protagonists are buying rather than what they
are building, because acquisitions reveal where a firm
believes scarcity is going next. Nvidia bought a
default. A Chinese launch startup spent its maiden
flight proving a rocket can be thrown away twenty-
five fewer times. A gene-editing trial replaced a
lifetime of daily pills with a single infusion. In all
three, something that used to be the product became
the substrate — and the value moved upstairs.

THIS WEEK'S EDITORIAL STANDARD

Every figure in this issue was checked against a primary
filing, a press release from the organisation itself, or a
named report. Where a claim could not be traced to one of
those, it was cut rather than hedged. Full source list on
page 09.



THE FEATURE - Al INFRASTRUCTURE

The Most Expensive
Line of Code in Al

Nvidia's $12.93 billion purchase of Hugging Face is being read as a moat. Look at where the

money actually lands and it reads as something braver: a bet that the future chokepoint is not

the silicon but the sentence that chooses it.

here is a line of Python that has, over eight years, quietly become the most consequential command in

machine learning. It is from_pretrained() , and it does something deceptively small: it fetches a model from

a registry and puts it on whatever silicon it finds. Nobody edits it. Nobody thinks about it. It is the software

equivalent of a light switch — invisible precisely because it always works. On Thursday, Nvidia agreed to

pay $12.93 billion for the company that owns the light switch, and the entire industry spent the day arguing

about the wrong thing.

THE SETUP

The facts are not in dispute. Nvidia will acquire Hugging Face
for $12.93 billion, its largest acquisition ever, with closing
expected in the first half of 2027 subject to regulatory
approval. Hugging Face hosts more than three million models,
roughly half a million datasets and over a million applications,
used by upwards of eighteen million developers and more than
two hundred thousand companies.

Jensen Huang's framing was immediate and unusually specific:
Hugging Face will "remain an open platform for the entire Al
ecosystem," keep its brand, and developers will not be required
to use Nvidia hardware. That pledge is not corporate throat-
clearing. It is the entire investment thesis, stated aloud, and it
is also the thing that makes the deal so strange.

THE PROBLEM WITH OWNING A BRIDGE

Consider what Hugging Face actually sells. It is not compute. It
is not a model. It is portability — the guarantee that a set of
weights trained on one vendor's accelerator will load and run
on another's without the developer having to care. The Hub is
the industry's Rosetta Stone, and its value is a direct function
of its neutrality. The moment it favours anybody, it stops being
a standard and becomes a catalogue.

So Nvidia, whose gross margin sits at 75.0% precisely because
customers cannot easily leave, has bought the mechanism

engineered to make leaving painless. On a moat theory, this is
like a toll-bridge operator acquiring the ferry service and then
promising to keep the ferries running.

Unless, of course, the bridge is no longer where the money is.

WHAT HAPPENED THE SAME WEEK

Two days before the Hugging Face announcement, Broadcom
reported fiscal third-quarter AI semiconductor revenue of
$16.7 billion — up 221% year over year and 54% in a single
quarter — on demand from six custom-accelerator customers
that include Google, Anthropic and OpenAl. Hock Tan guided
to roughly $21.7 billion next quarter and sketched a path to
$115 billion in fiscal 2027 and $230 billion in fiscal 2028.

Read those two announcements together and a different story
assembles itself. Nvidia's own customers are funding a parallel
silicon industry at a rate that compounds faster than the GPU
business it is meant to relieve. The escape route from the GPU
is no longer theoretical. It is booked revenue, at scale, with
named buyers.

Which raises the only question that matters for the next
decade of compute: when the hardware becomes genuinely
substitutable, who decides which substitute gets used?



PART TWO

Where the Hardware Decision Is Actually

Made

THREE MILLION MODELS, ONE DISPATCHER

Ask an engineer where their model chooses its hardware and
most will say the cloud console, or the Kubernetes manifest, or
the procurement contract. All three are downstream. The real
decision happens in a device-mapping call inside the loading
library, where the runtime enumerates what accelerators are
visible and assigns layers to them.

That mapping logic lives in the same open-source stack that
Hugging Face maintains. It is the layer that turns "a model" into
"a model running on this chip." Every default in it — which
backend is tried first, which kernel is considered stable, which
quantisation is offered in the dropdown, which hardware
appears in the first code snippet on a model card — is a small,
unglamorous act of market-making. Multiply by three million
model pages and eighteen million developers and the defaults
stop being a UX detail. They become the demand curve.

DISTRIBUTION IS THE NEW INSTRUCTION SET

For thirty years the durable asset in computing was the
instruction set — x86, ARM — because software compiled to it
could not easily be recompiled away. Machine learning
demolished that. A transformer is a graph of tensor operations,
not a binary; it recompiles to a new backend more or less for
free. That is exactly why open weights spread so fast, and
exactly why no ML company has been able to build an
instruction-set moat.

Nvidia did not buy a marketplace. It bought
the place where "it just works" is decided —
and then promised, credibly, never to abuse
it.

What replaced the instruction set is the registry. If the graph
can run anywhere, the scarce asset becomes the trusted index
of what is worth running and the tooling that makes running it
effortless. That index is Hugging Face. It has no meaningful
technical moat — a mirror is a clone command away — but it
has the thing mirrors cannot copy: it is where everyone
already looks.

THE PRICE TELLS YOU THE THESIS

Nvidia posted $96.2 billion of revenue in its most recent
quarter, $89.0 billion of it from the data centre, and guided to
roughly $108 billion for the next one. Against that run rate,
$12.93 billion is about twelve days of sales. Hugging Face was
last valued at $4.5 billion in a 2023 round in which Nvidia, AMD,
Intel, Qualcomm, Google, Amazon and IBM all participated — a
roughly 2.9x step-up in three years.

Those two facts together are the tell. This is not an earnings
acquisition; Hugging Face's revenue is a rounding error against
Nvidia's. It is an option purchase, priced like insurance rather
than like growth. Nvidia is not paying for what the Hub earns.
It is paying for the right to still matter in a world where its

chips are one choice among several.

THE REST OF THE SAME STRATEGY

The Hugging Face deal did not arrive alone. Nvidia also put
$3.5 billion into MediaTek via convertible bonds, with MediaTek
adopting NVLink Fusion for custom accelerators — an
arrangement that keeps Nvidia inside systems whose main
processor Nvidia did not design. And Equinix, Nvidia and
Together Al announced an Inference Exchange for distributed
enterprise inference, launching in the first quarter of 2027 with

support for more than two hundred open models.

Interconnect, registry, inference fabric. Three deals, one
shape: own the connective tissue, and the identity of the die in

the socket becomes somebody else's problem.



PART THREE - FROM LAB TO MARKET

What It Means If You Buy Compute

Assume the deal closes in the first half of 2027 as planned. Three things
change for anyone with a compute budget, and none of them are about GPU
pricing.

First, your defaults acquire an owner. Audit them now, while it is cheap and
uncontroversial. Which backends does your inference stack try first? Which
quantisation formats does your team reach for because they were on the
model card? Write those choices down. A default you have consciously
chosen is a negotiating position; a default you inherited is a dependency you
have not priced.

Second, portability becomes a procurement clause, not an aspiration. The
strategic value of custom silicon — the Broadcom trade — only exists if you
can actually move a workload onto it inside a quarter. That capability decays
silently. The organisations that will hold real leverage in 2028 are the ones
that rehearse a backend migration on a live service once a year, the way you
rehearse a failover.

Third, watch the regulators, not the press release. Owning both the
dominant training accelerator and the dominant model marketplace is the
textbook fact pattern for a vertical-foreclosure review. The transaction is not
final until it clears, and the remedies — if any — will tell you more about the
future of open weights than any product launch this year.

The reassuring part is that this arrangement is unusually self-policing. The
asset Nvidia bought is made of trust, and trust in a code registry is measured
in migration cost, which here is close to zero. If the Hub tilts, the community
forks it in a weekend. Nvidia has paid $12.93 billion for a position it can only
keep by never using it — which is, when you think about it, the definition of a

well-designed institution.

FIELD NOTES

How a model reaches a chip

a Resolve. Your code names a model by
its registry path. The loader contacts
the Hub, downloads the weights and
a small configuration file, and caches
them locally. Nothing about hardware
has happened yet.

9 Dispatch. The loading library
enumerates every accelerator it can

see and maps the model's layers onto
them — automatically, using library
defaults. This is the moment the
hardware is chosen, and almost
nobody overrides it.

e Execute. The selected backend
compiles and runs the graph. By now
the decision is locked in. Step three
gets the engineering attention; step
two got the market.

OPEN-WEIGHT
MODEL

A model whose trained
parameters are
published for
download, so it can be
run and modified on
hardware of the user's
choosing.

NVLINK FUSION

Nvidia's interconnect
offered for use inside
third-party
accelerators — a way to
stay in the rack when
the processor is not
yours.

XPU

A custom Al
accelerator designed
for one buyer's
workloads rather than
sold as a general-
purpose GPU.
Broadcom's growth
engine.

VERTICAL
FORECLOSURE

The antitrust theory
that a firm owning two
levels of a supply chain
can shut rivals out of
one to protect the
other.



AGAINST THE GRAIN

THE CONTRARIAN

MOVE 37

Nvidia Bought Its Own
Commoditizer on Purpose

The consensus read is that Nvidia is climbing the stack to lock
developers in. We think it is doing the opposite, and that the
opposite is smarter.

A moat purchase would have been a compiler company, a cloud, a
fab stake — something that makes migration harder. Hugging Face
makes migration easier. That is its function. Buying it does not
raise switching costs by a cent; if anything, Nvidia now employs
the people whose job is to lower them.

So run the trade the other way. Nvidia has looked at $16.7 billion of
Broadcom custom-silicon revenue growing 221% a year, sold to its
own largest customers, and concluded — correctly — that
hardware exclusivity has a shelf life. If your product is going to
become substitutable, the profitable position is not to fight the
substitution. It is to own the counter where the substitution is
transacted.

This is the Move 37 quality of the deal: it only looks like a blunder
if you assume Nvidia is defending its current business. It is elegant
if you assume Nvidia has already conceded that business will
erode and is buying the next one at a discount, before the market
has agreed there is a next one. Twelve days of revenue is not a

price. It is a rounding error paid for a decade of optionality.

And the payoff structure is asymmetric in a way boards rarely get.
If open weights on commodity silicon win, Nvidia owns the front
door. If Nvidia's own accelerators keep winning, it has lost twelve
days of sales and gained the industry's best telemetry on what
developers actually run — which models, at what precision, on
which backends, at what scale. That data is a product roadmap

that no competitor can buy.

THE CONTRARIAN

WHY THE CONSENSUS DISAGREES

Neutrality does not survive ownership. The Hub's
worth is that nobody suspects it. Perception is the
product, and perception is now permanently
compromised — not by anything Nvidia does, but by
what it could do. This is the strongest objection and it
has no clean answer.

The asset has no floor. Forking a registry is cheap and
the community has done it before to less provocative
owners. If trust breaks, the $12.93 billion does not
decline gracefully — it evaporates, because there is no
earnings stream underneath to catch it.

It may not close. Regulatory review runs into 2027. A
remedy package that severs the interesting parts would
leave Nvidia holding an expensive brand.

Defaults may be weaker than we claim. Serious
inference at scale is increasingly served by dedicated
engines chosen by platform teams who never touch a
model card. If that is where volume settles, the Hub
governs experimentation, not production — and
experimentation does not pay for silicon.

Our honest confidence: the strategic read, high. The
valuation, unknowable. This is an option, and options
are only cheap in hindsight.

06



DEPARTMENTS

Signals

Three developments from outside the compute story, each with a number worth remembering.

52.5%

1,000

25

[ECEEEN
One infusion, one year, half the cholesterol

A Cleveland Clinic first-in-human Phase 1 trial reported that a single infusion of a CRISPR-
Cas9 gene-editing therapy safely and durably lowered blood lipids in patients whose disorders
had resisted conventional drugs. At the highest dose, LDL cholesterol fell 52.5% from baseline
and triglycerides fell 47.8% at twelve months, with no serious adverse events attributed to the
therapy over the follow-up period. The results were presented at the 2026 European Society of
Cardiology congress and published simultaneously in the New England Journal of Medicine.
The significance is less the effect size than its shape: chronic lipid management has been a
daily-adherence problem for forty years, and a one-time edit reframes it as a procedure. Phase
1 is a safety readout on a small cohort — durability past a year and effects in broader
populations remain open questions.

A car with no steering wheel meets a regulator with no precedent

Tesla began carrying passengers in downtown Austin on 3 September in Cybercabs built
without a steering wheel, pedals or mirrors. The following morning NHTSA opened audit query
AQ26002, covering an estimated 1,000 vehicles, to examine the process and technical data
behind Tesla's determination that certain federal motor vehicle safety standards do not apply
to a vehicle with no human controls. Tesla self-certified; Amazon's Zoox took the exemption
route and was cleared for limited commercial deployment in July. The dispute is not about
whether the software drives well. It is about who gets to decide that a rule written for a driver
no longer binds a car that has none — and that question will shape autonomy timelines more
than any perception benchmark.

[Comren |
China's private reusable class reaches orbit on its first try

Galactic Energy's Pallas-1 flew its maiden orbital mission from the Dongfeng commercial zone
at Jiuquan on 1 September, reaching its intended orbit. The two-stage kerolox vehicle stands
52 metres and lifts about 7,000 kg to low Earth orbit; the company says each first stage is
designed for at least 25 flights, with the first landing attempt targeted for the second half of
2027. Kerosene-and-oxygen propulsion is the enabling choice, because liquid engines can be
throttled deep enough for a propulsive landing while solid motors cannot. No recovery was
attempted on the debut. The number to watch is not payload mass but cadence: a booster
amortised across 25 flights changes the unit economics of every constellation China wants to
fly.



BY THE NUMBERS

ISSUE 02

THE LEDGER

By the Numbers

Seven figures that carry the week.

12.93B

Price Nvidia agreed to pay for Hugging Face — the largest
acquisition in its history.

TECHCRUNCH - ENGADGET

3 million

Models hosted on the Hub, alongside ~500,000 datasets and
18 million developers.

TOM'S HARDWARE - ENGADGET

25

Flights each Pallas-1 first stage is designed to make before
retirement.

SPACE.COM

~12days

Nvidia revenue, at its current run rate, equal to the entire Hugging

Face purchase price.

INFLECTION CALCULATION

READING THE LEDGER

2.9%

Step-up from Hugging Face's $4.5 billion valuation in its 2023
funding round.

AX10S, 2023 & 2026

221%

Year-over-year growth in Broadcom'’s quarterly Al semiconductor
revenue, to $16.7 billion.

BROADCOM Q3 FY2026

52.5%

LDL cholesterol reduction one year after a single CRISPR infusion,
highest dose.

CLEVELAND CLINIC - NEJM

A CAVEAT

The two numbers to hold together are 221% and ~12 days. One says the market for Al Broadcom's guidance for fiscal 2027 and
silicon is broadening away from a single vendor faster than any incumbent can litigate. 2028 is company forecast, not booked
The other says that vendor can buy an entirely new strategic position for less than a revenue. We report it as what it is: a claim

fortnight of sales. Both are true at once, and that is the whole issue.

BY THE NUMBERS

by an interested party, made on the
record.
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THE LONG VIEW

Everything Solid Becomes Substrate

Put this week's three stories on the same table and they rhyme in a way that has
nothing to do with their fields.

A rocket designed for twenty-five flights makes the vehicle cheap and the
schedule precious. A gene edit delivered once makes the molecule cheap and the
diagnosis precious. A model registry that runs on anything makes the accelerator
cheap and the default precious. In each case a thing that used to be the product
became the floor, and the value climbed one storey.

This is the ordinary physics of a maturing technology, and it is brutal to
incumbents mostly because they see it late. What is unusual about Nvidia this
week is the timing. It is not a company in decline hunting for a second act; it is a
company posting $96.2 billion quarters, buying the floor above it while that floor is
still cheap. Most firms defend the storey they are standing on until the lease runs
out. Whether it works is genuinely open, and the strongest objection — that you
cannot own a neutral standard without spoiling it — may simply be right.

The practical takeaway for anyone running a technology organisation is not about
GPUs at all. It is a question to ask about your own business, quarterly: what are we
selling that is on its way to becoming a substrate, and who is quietly buying the

layer above it?

SOURCES & FURTHER READING

THE LENS

Watch what a company
buys, not what it builds.
Building tells you its plan;
buying tells you its fear.
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What are you selling today
that is quietly becoming
somebody else's substrate —
and who is buying the floor
above you?
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