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Sequoia just broke Silicon Valley's oldest rule: never fund your portfolio’s competitors. Their
bet on Anthropic—while backing OpenAl and xAl—signals the Al winner-take-all narrative is
dead.

The Deal That Rewrites Venture Capital Rules

Anthropic is closing a $25 billion funding round at a $350 billion valuation, marking one of
the largest private funding rounds in technology history. GIC, Singapore’s sovereign wealth

fund, and Coatue Management are co-leading with $1.5 billion each. Microsoft and Nvidia
have pledged up to $15 billion combined, extending their November 2025 strategic
partnership.

But the story isn't the size. It's who else is writing checks.

www.arturmarkus.com | 1


https://techcrunch.com/2026/01/18/sequoia-to-invest-in-anthropic-breaking-vc-taboo-on-backing-rivals-ft/

% Sequoia Backs Anthropic’s $25B Round at $350B Valuation—While
Still Funding OpenAl and xAl

Sequoia Capital is making a “significant” investment in Anthropic despite already holding
stakes in OpenAl and xAl. This violates a decades-old venture capital norm: you don’t fund
companies that directly compete with your existing portfolio companies. The reasoning

was always simple—conflicted loyalties destroy trust, and founders won't share sensitive
information if their investor is backing their rival.

Sequoia has now bet on all three frontier Al labs. This isn't hedging. It's a declaration that
the Al market is too important and too unpredictable for traditional portfolio theory.

The Numbers in Context

The $350 billion valuation represents a 2.06x increase from Anthropic’s $170 billion
valuation just four months ago. That's $180 billion in new enterprise value created in 120
days—$1.5 billion per day.

For perspective:

» $350 billion exceeds the market cap of Netflix, AMD, or Intel

» The $25 billion raise equals the entire US venture capital deployment for Al in 2023

» Anthropic’s projected $20-26 billion in 2026 revenue would make it one of the
fastest-growing enterprise software companies ever

The round is expected to close within weeks. Anthropic is planning an IPO for later this year,
which means public market investors will soon get their first direct access to a frontier Al
lab.

Why Sequoia Broke Its Own Rules

Venture capital operates on relationship capital. Founders choose VCs based on trust,
access, and the belief that their investor won't help competitors. Sequoia built its
legendary status—Apple, Google, Airbnb, Stripe—by being the firm founders trusted
completely.

Backing three competing Al labs torches that model. So why do it?
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The Market Is Too Big for Exclusivity

The Al infrastructure market is projected to exceed $1 trillion by 2030. Unlike previous
technology waves where one platform typically dominated (Windows in PCs, iOS/Android in
mobile), enterprise Al is fragmenting into specialized use cases that reward multiple
vendors.

OpenAl leads in consumer mindshare and APl volume. Anthropic dominates in enterprise
deployments where safety and controllability matter. XAl is carving out a niche in real-time
information synthesis and social media integration. Each has defensible territory.

Sequoiaisn’t betting that one will win—they’re betting that the entire category is so
valuable that owning pieces of all three still generates exceptional returns even after
the inevitable trust costs.

The Botha Factor

The timing isnt accidental. Reports indicate Sequoia’s move reflects a strategic shift

following the departure of Roelof Botha, who had been more cautious about competitive
conflicts. The new leadership appears willing to accept reputational risk in exchange for Al
market exposure.

This is a generational bet. Sequoia is calculating that the Al transition is so significant that
the old rules of VC don't apply—that being locked out of even one winner would be more
damaging than the trust erosion from backing competitors.

What Sequoia Knows That We Don't

Venture capitalists at this level have access to financial data, technical roadmaps, and
strategic plans that outsiders never see. Sequoia has now seen the internals of OpenAl, xAl,
and Anthropic. Their willingness to fund all three suggests something counterintuitive:
these companies may be less directly competitive than the market assumes.

OpenAl's strength is consumer products and horizontal APls. Anthropic’s advantage is
enterprise integration and constitutional Al methodology. xAl's differentiation is Grok’s
real-time web integration and Musk’s distribution channels. The Venn diagram overlap
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exists, but it's smaller than headline coverage suggests.

Technical Divergence: Why Three Winners Can Coexist

The frontier Al labs have made fundamentally different architectural and methodological
choices. These decisions create path dependencies that make direct competition harder
than it appears.

Anthropic’s Constitutional Al Advantage

Anthropic’s Claude models are built on Constitutional Al (CAl), a methodology where
models are trained to follow explicit principles rather than relying purely on RLHF
(Reinforcement Learning from Human Feedback). This creates more predictable, auditable
behavior—exactly what regulated industries demand.

For CTOs deploying Al in healthcare, finance, or government, auditability isn't a feature—it's
a legal requirement. Anthropic’s architectural choices make compliance documentation
dramatically easier than competitors. The 100,000+ token context windows in Claude also
enable document-heavy enterprise workflows that shorter-context models struggle with.

OpenAl's Consumer and APl Moat

OpenAl has optimized for latency, cost efficiency, and ease of integration. GPT-4 Turbo and
its successors prioritize response speed and API simplicity over maximum capability. This
makes sense for their market: consumer applications and SMB developers who need fast,
cheap inference.

Their developer ecosystem is massive—millions of applications built on OpenAl APlIs.
Switching costs are real. Even if Claude outperforms GPT on specific benchmarks, the
integration work to migrate isn't worth it for most applications.

xAl's Real-Time Differentiation

Grok’s integration with X (Twitter) gives it access to real-time information that other
models lack. While Claude and GPT work with static training data plus web search, Grok can
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reference trending conversations and breaking news natively.

For applications requiring current information—trading desks, news organizations, crisis
response—this architectural difference is decisive. xAl has carved out a niche that doesn’t
directly threaten Anthropic’s enterprise position or OpenAl’'s developer platform.

What Most Coverage Gets Wrong

The dominant narrative frames this as “Al arms race heats up” or “investors hedge their
bets.” Both framings miss the structural shift happening beneath the surface.

This Isn't Hedging—It's Category Creation

Hedging implies uncertainty about outcomes. Sequoia’s move reflects certainty about one
specific outcome: Al infrastructure will be worth more than any previous technology
category, and there will be multiple massive winners.

Traditional VC math says invest in 10 companies, expect 1-2 to generate all returns. Al VC
math says invest in 3 infrastructure leaders because all 3 can generate fund-returning
outcomes simultaneously.

The Valuation Isn’t Crazy (Anymore)

$350 billion for a company projecting $20-26 billion in 2026 revenue means a 13-17x
forward revenue multiple. For a high-growth Al company, that’s actually reasonable by
current market standards.

Compare to historical software benchmarks:

» Salesforce at peak traded at 11x forward revenue
* Snowflake reached 90x+ forward revenue in 2020
e Nvidia currently trades at roughly 20x forward revenue

If Anthropic hits its revenue targets and maintains 80%+ growth rates, the current valuation
looks like fair pricing, not speculation. The September 2025 round at $170 billion now looks
like a discount.
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The IPO Changes Everything

Anthropic’s planned 2026 IPO creates a liquidity event that validates the entire Al
infrastructure thesis. Public market investors have been limited to picks-and-shovels plays
like Nvidia or Al-adjacent companies like Microsoft and Google. A pure-play frontier Al lab
going public gives institutional investors direct exposure for the first time.

This has second-order effects on the entire Al ecosystem. When Anthropic’s stock prices
in public markets, it creates a benchmark for valuing every Al company. Private valuations
will calibrate to the public market signal.

The Microsoft-Nvidia Angle

Microsoft and Nvidia's combined $15 billion pledge deserves separate analysis because it
represents strategic positioning beyond financial returns.

Microsoft’'s Multi-Model Strategy

Microsoft has invested approximately $13 billion in OpenAl. Now they're putting up to $15
billion (in partnership with Nvidia) into Anthropic. This isn't contradiction—it's deliberate
diversification.

Azure's competitive advantage is offering customers choice. Enterprises want the ability to
switch between Al providers without changing their infrastructure. By having investment
relationships with both OpenAl and Anthropic, Microsoft ensures both models will have
first-class support on Azure.

For CTOs evaluating cloud providers, this matters: Azure becomes the safe choice because
it guarantees access to multiple frontier models without vendor lock-in risk.

Nvidia’s Infrastructure Play

Nvidia's involvement ensures Anthropic will be optimized for their chips. Training and
inference efficiency on HIOOs and their successors translates directly into Anthropic’s
operating margins. Every efficiency gain Nvidia can extract from Anthropic’s workloads
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becomes a reference architecture for other Al deployments.

This is supply chain integration disguised as venture capital. Nvidia isn't betting on
Anthropic’s success—they're ensuring their hardware remains the foundation layer
regardless of which Al lab wins.

Practical Implications for Technical Leaders

If you're building Al-powered products or evaluating Al infrastructure, this funding news has
concrete implications for your strategy.

Multi-Model Architecture Is Now Mandatory

The era of picking one Al provider and building exclusively around them is ending. Sequoia’s
bet, Microsoft’s diversification, and enterprise risk management all point to the same
conclusion: production systems need the ability to route requests between multiple model
providers.

Practically, this means:

» Abstract your Al calls behind a model-agnostic interface

* Build evaluation frameworks that benchmark your specific use cases across providers
* Implement fallback logic for provider outages or quality degradation

e Track cost and latency per provider to optimize dynamically

The switching costs between Claude, GPT, and Grok should be measured in hours, not
months.

Anthropic’s Enterprise Features Deserve Fresh Evaluation

If you evaluated Claude 6+ months ago and dismissed it, the calculus has changed. The $25
billion raise signals Anthropic is investing heavily in enterprise capabilities that may not be
publicly visible yet: custom fine-tuning, dedicated deployment options, compliance
certifications, and enterprise-grade SLAs.

Request updated enterprise pricing and roadmap briefings. The product you evaluated in

www.arturmarkus.com | 7



% Sequoia Backs Anthropic’s $25B Round at $350B Valuation—While
Still Funding OpenAl and xAl

2025 will be materially different by mid-2026.
IPO Creates New Opportunities

When Anthropic goes public, early enterprise customers often receive preferential share
allocations. If you're considering large-scale Anthropic deployment, now is the time to
establish relationships that could provide IPO access—a material financial opportunity
beyond the operational benefits.

Watch for Model Specialization

The three-way competition will likely drive specialization rather than homogenization. Each
lab will optimize for defensible niches rather than trying to win on every benchmark.

For technical architecture, this means matching workload types to provider strengths:

 Regulated industry applications O Anthropic (compliance, auditability)
» High-volume, cost-sensitive inference 0 OpenAl (optimization, pricing tiers)
* Real-time information integration 0 xAl (Grok's X integration)

Building this routing logic now pays dividends as model specialization accelerates.

What Founders Should Learn

For technical founders raising capital or competing against Al-native startups, the Sequoia
move contains strategic signals worth absorbing.

The VC Model Is Fragmenting

Traditional VC operated on exclusivity and relationship depth. The new model—at least for
transformative categories—operates on category coverage and option value. This means:

* VCs will be more willing to back companies with overlapping markets
* Your investor’s other portfolio companies are potential partners, not just competitors
e Relationship depth matters less than being in the right category
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Valuation Compression Is Coming

When Anthropic goes public at $350 billion, it establishes a ceiling for Al infrastructure
valuations. Private companies will be priced as a discount to this benchmark. If you're
raising and your valuation depends on “we could be the next Anthropic,” prepare for harder
conversations.

The market is now pricing in that Anthropic, OpenAl, and xAl are the infrastructure layer
winners. Everyone else is an application layer bet with corresponding valuation
compression.

Sovereign Wealth Changes the Game

GIC's $1.5 billion co-lead signals that sovereign wealth funds are now directly competing
with VCs for Al allocation. For founders, this means:

» Later-stage rounds can reach sizes VCs can't support alone
* Non-US capital sources are increasingly important for large raises
» Geopolitical considerations enter the cap table calculus

The 12-Month Outlook

Based on this funding and the broader market trajectory, several specific outcomes
become more likely.

Anthropic IPO: Q3-Q4 2026

The $25 billion raise provides runway through 2027 without additional private funding. The
IPO isn't about capital need—it's about liquidity for early investors and employees, and
establishing public market positioning before potential market volatility.

Expect IPO pricing that maintains or slightly discounts the $350 billion private valuation. A
successful debut creates the template for future Al lab public offerings.
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OpenAl Responds with Enterprise Push

OpenAl has historically focused on consumer products and developer APIs. Anthropic'’s
enterprise momentum and Microsoft's Anthropic investment will force a more aggressive
enterprise sales operation.

Watch for OpenAl announcements around dedicated enterprise offerings, compliance
certifications, and custom deployment options within the next two quarters.

xAl Acquisition or Mega-Round

xAl is now the smallest of the three Sequoia-backed labs. To maintain competitive position,
they need either a massive funding round or a strategic acquisition. The most logical
acquirer is X/Twitter directly, consolidating Musk’s Al assets.

Model Commoditization Accelerates

With three frontier labs racing and massive capital deployed, the time between capability
launches will compress. Features that are differentiating today become table stakes within
quarters.

For product builders, the implication is clear: Al capabilities are infrastructure, not moat.
Your competitive advantage must come from data, distribution, or application-layer
innovation—not model access.

The Structural Shift

Step back from the numbers and the names. What's actually happening is a fundamental
reordering of how technology markets form.

Traditional technology markets consolidated to 1-2 players per layer (Microsoft/Apple in
OS, AWS/Azure in cloud, Google in search). The Al infrastructure layer is forming with 3+
major players from inception, backed by the same investors, selling to the same customers.

This creates unprecedented market dynamics:
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» No single company can establish pricing power

e Customers gain negotiating leverage from credible multi-vendor options

* Innovation velocity stays high as labs compete on features rather than lock-in

* The infrastructure layer remains thin-margin while application layer captures value

For the enterprise Al market, this is unambiguously positive. Competition keeps capabilities
advancing and prices declining.

For the investors and labs themselves, the math is harder. $350 billion valuations require
enormous returns to satisfy. If three players split a trillion-dollar market, the per-company
outcome is strong but not dominant. Sequoia’s bet is that a third of a trillion-dollar market
beats zero exposure to the most important technology transition of the decade.

The Meta-Lesson

The old venture capital playbook assumed scarcity: scarce capital, scarce talent, winner-
take-all markets. Sequoia’s willingness to fund three competitors demonstrates that Al has
broken this assumption.

Capital is abundant for Al infrastructure. Talent is distributed across multiple competitive
labs. Markets are large enough for multiple winners. The scarcity that drove traditional VC
strategy doesn't apply.

This has implications beyond Al. Any technology category that reaches sufficient scale may
attract similar “portfolio theory” investing where backing competitors becomes rational.
The VC industry’s competitive dynamics are evolving in real-time.

For technical leaders watching this unfold, the lesson is practical: the Al supply chain is
more stable and competitive than previous technology transitions. Multiple vendors,
massive capital deployment, and institutional investor involvement create infrastructure
you can build on with confidence.

The $25 billion flowing into Anthropic isn't a bet on one company—it's a bet that Al
infrastructure is too important to let any single player dominate, and smart money
wants exposure to all of them.
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Artur Markus

Software engineer in Basel building Al infrastructure and agentic systems, with a
background in pharmaceutical automation, GxP compliance, and validation. | help teams
turn Al from a chatbot into a reliable operational layer.

Book a meeting [I
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