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Abstract

Al infrastructure can serve growing demand while exposing its owners to a mismatch between rapidly changing
hardware economics and persistent financing obligations. This paper develops a conditional stress mechanism:
improvements in useful compute can weaken the renewal price and residual value of older capacity before the
associated debt and leases expire. Contract quality, operating margins, redeployment and refinancing determine

whether that mismatch becomes material.

CoreWeave’s public disclosures illustrate the relevant balance-sheet junction; they do not establish that a debt trap
has occurred. Market demand and company solvency are separate questions. This paper provides a framework for
investigating the latter without treating strong demand as proof of financial resilience, or leverage as proof of

distress.

1. Scope and method

This is a conceptual working paper based on public company disclosures and market research available on 30
September 2026. It does not estimate default probabilities, value securities or forecast a sector-wide crisis. No

proprietary contract data, lender collateral assessments or hardware resale dataset are used.

The proposed mechanism concerns financed accelerator capacity and its supporting commitments. It does not
assume that buildings, power connections and GPUs lose value at the same rate. A power-ready site can remain

valuable even when a particular installed accelerator generation becomes less competitive.

2. Economic life and contractual life

Accounting depreciation allocates an asset’s recorded cost over an estimated useful life. Economic depreciation
concerns its ability to earn future cash flow in a changing market. Neither accounting expense nor a change in useful-

life assumptions alone establishes the market value of the equipment.

An older accelerator may remain technically functional while customers obtain equivalent output more cheaply
elsewhere. Its owner can respond through lower prices, better utilization, software optimization or a shift to suitable
workloads. Each response changes cash flow differently. A nominal GPU-hour is consequently a poor comparison
across generations: renewal prices should be adjusted for useful output, reliability, memory, networking and service

quality.

The conditional chain is: better price-performance makes alternatives more attractive; exposed capacity earns less at
renewal; weaker expected cash flow or resale value narrows financing support; fixed commitments then absorb a
larger share of available cash. Each link requires evidence. Technological progress does not automatically reduce an

operator’s margins.
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3. A public illustration: CoreWeave

CoreWeave’s Form 10-Q for the quarter ended 30 June 2026 reports $35.6 billion of total indebtedness, $16.3 billion
of operating lease liabilities and $103.7 billion of remaining performance obligations (RPO). Its expected RPO
recognition schedule was 41% within 24 months, 39% in months 25-48 and the remainder in months 49-78. The

filing also identifies hardware refresh, useful-life estimation and redeployment risks. [1]

These are different accounting measures. Debt and operating leases should not be casually combined into a single
leverage ratio; such a ratio requires explicit definitions and an appropriate denominator. RPO is expected revenue
associated with unsatisfied contractual obligations. It is neither cash already collected nor profit available for debt

service. Timing, delivery, credits, costs and customer performance affect its economic value.

The relevant comparison is a dated cash-flow schedule. Analysts need contracted receipts after operating costs,
capital spending, taxes and working-capital needs, alongside financing payments and lease commitments. RPO can
support that analysis but cannot substitute for it. A large backlog can cushion a hardware transition; the amount alone

cannot demonstrate the size of the cushion.

CoreWeave is used because these exposures are publicly visible. Its disclosure does not establish that its assets are

impaired, that its contracts are uneconomic, or that other operators share the same capital structure.

4. The renewal-refinancing intersection

The stress window is operator-specific. It occurs when older hardware, exposed contract renewals and outstanding
financing commitments overlap. A calendar prediction without the underlying schedules would conceal the central

uncertainty.

Three distinctions matter. First, repricing applies primarily to capacity exposed to renewal or variable terms; existing
enforceable commitments can defer it. Second, revenue is insufficient without a margin: a contract can remain large
while rising power, service or refresh costs reduce cash available to creditors. Third, lender protection differs.
Financing against diversified contracted cash flow behaves differently from lending dependent on equipment resale

value.

Refinancing can become more expensive even without an immediate payment failure. Lower expected cash flow,
weaker collateral or greater customer concentration may reduce advance rates or increase required spreads. These are

possible responses, not conclusions established by the public figures above.

Operators can also improve their position. They may redeploy older hardware profitably, refinance early, retain
efficiency gains through differentiated services or match commitments to contracts. The framework must evaluate

these buffers alongside the exposure.
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5. Strong demand is a relevant counterweight

JLL’s H1 2026 North American market release reports approximately 1% vacancy and 66 GW under construction,
with 95% of that construction pre-committed. [2] This evidence weighs against a simple claim of widespread empty

capacity at that time.

Physical occupancy does not measure the profitability of a financed GPU generation. Facility lease pricing,
accelerator rental pricing and the realized margin on managed compute are separate markets. An occupied building
can host equipment with deteriorating renewal economics; conversely, a hardware price decline can expand

utilization and improve total cash generation.

Pre-commitment is also different from completed, cash-generating capacity. Construction delivery and customer
execution remain relevant. Market reports describe aggregate conditions and may not represent every region,

operator or asset vintage.

The paper therefore makes no inference from tight vacancy to guaranteed solvency, and no inference from financing

exposure to a demand collapse.

6. An operational stress test

A practical test starts with asset cohorts rather than a single sector average. For each cohort, record its generation,
deployment date, expected remaining service life, contract expiry, utilization and power requirements. Match these to

the actual financing structure and payment dates.

Compare a reference scenario with three illustrative stresses: lower quality-adjusted renewal revenue; weaker
residual value; and a more expensive or smaller refinancing facility. The magnitudes should come from observed
market data or be explicitly labeled assumptions. Combining severe assumptions is a sensitivity exercise, not a

forecast.

Measure cash available for obligations under each scenario. Include refresh spending and avoid counting
uncommitted future financing as assured liquidity. Model customer concentration and contractual remedies

separately. Do not count the same revenue stream both as an operating buffer and as proceeds from an asset sale.

The decisive output is when, and under which assumptions, cash coverage becomes insufficient. This is more

informative than comparing an undated backlog with total liabilities.

7. Evidence that would strengthen or weaken the mechanism

Evidence would strengthen the mechanism if comparable asset cohorts show weaker renewal margins and residual
values at the same time as refinancing terms deteriorate. A convincing case should trace the change through cash

flows and financing constraints, while accounting for power costs, customer mix and broader interest rates.
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Evidence would weaken it if older capacity remains profitable through successive renewals, redeployment preserves
useful cash flows, or contracts and financing consistently cover refresh cycles. Improved utilization or service

differentiation may offset declining unit prices.

Neither a falling share price nor an isolated asset write-down identifies this mechanism. A write-down may reflect
other business changes; market prices contain many expectations. Conversely, strong headline revenue growth does

not resolve the cohort-level test.

8. Conclusion and limits

The debt-trap thesis is a conditional mismatch between the economic life of compute assets and the contractual life
of their financing. Its most informative observation point is the intersection of renewal pricing, residual value and

refinancing.

The available evidence establishes relevant exposures and strong market demand. It does not establish a sector-wide
trap or an operator-specific failure. Testing the mechanism requires contract-level economics and financing schedules

that public aggregates cannot fully reveal.

This paper is research analysis, not investment advice. It presents no recommendation to buy, sell or lend.
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