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MARKET RESEARCH BRIEFING

Al Token Cost Forecast
2026 — 2030

A multi-cloud, multi-vendor pricing outlook for technology decision makers

1. Executive Summary

Generative-Al token prices are expected to continue declining through 2030, but the decline is
expected to be uneven across vendor tiers, vulnerable to short-term capacity shocks, and
substantially offset by enterprise volume growth. The result is a market environment in which
the buyers who benefit most are likely to be those who actively manage vendor mix, routing
discipline and contract structure — not those who passively assume costs will simply come
down.

The prediction in one paragraph

Under our central case, the blended cost of enterprise Al inference is projected to fall from
approximately $4.75 per million tokens in 2026 to approximately $1.57 per million tokens
by 2030 — a roughly 3x decline over five years, or about -24% per year compounded. The
path is expected to be phased: tier-differentiated declines that are slower at the frontier
(around -10% to -15% per year) and faster at the commoditized end (around -20% to -30%
per year), with renewed acceleration once Rubin-class hardware reaches volume
deployment after 2027. Our central case is intentionally more conservative than ARK
Invest, Epoch Al, and a16z's realized-blended interpretations; the upper bound of our
Conservative-to-Aggressive band sits well above the conservative-consensus published
view from major IT advisory firms.
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Three things to remember

» Token prices are expected to keep falling, but not in a straight line. Evidence to date
indicates the decline is faster at the cheap end and slower at the frontier; frontier-tier
prices have held up materially better than commoditized tiers through 2024—-2026, and we
expect that pattern to continue. Near-term capacity scarcity may also pause progress in
2026—-2027.

» Total spend is unlikely to collapse with unit prices. Volume growth from application
rollout, seat expansion, fine-tuning and platform tooling is expected to create a structural
floor. Total spend typically peaks 12—18 months after major application rollout, not when
unit prices bottom out.

* The most material downside risk is the Shock scenario, Under Shock, blended prices
could rise approximately +15% in 2027 and remain roughly 2—3x higher than the central
case by 2030. Budget protection — not just budget planning — is the appropriate
response. Three independent mechanisms (GPU capacity, agentic mix-up shift, frontier
moat) could combine to produce it.

Three decisions every buyer should consider

* Treat the central case as the planning assumption. Plan around the rollout-driven peak
year of total spend (whenever that is for you) and consider pre-authorizing a Shock
contingency the CFO can release in tranches as leading indicators materialize.

* Invest in multi-cloud routing discipline. Routing 80%+ of production calls to the
cheapest-capable tier is expected to capture more savings than negotiated discounts can
deliver — historically 3—5x more.

* Avoid single-vendor lock-in. Maintain credible switching options across at least two
hyperscalers and one open-source escape valve, and re-baseline pricing every September
against actuals.
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2. The Prediction: Al Token Costs, 2026-2030

Our central case is a phased, tier-differentiated forecast anchored to current published vendor
pricing. It is the planning assumption we recommend buyers budget against. Four additional
scenarios bracket the range of plausible outcomes — two more conservative than our central
case, one more aggressive, and one downside Shock.

Al token cost forecast, 2026-2030 (five scenarios)

Log scale
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Figure 1. Al token cost forecast, 2026—2030, log scale. Central case highlighted; alternative scenarios shown for
context.

2.1 Central case (the planning assumption)

Blended inference cost is projected to fall from $4.75 / 1M tokens in 2026 to approximately
$1.57 / 1M tokens by 2030 — roughly a 3x reduction over five years, equivalent to -24% per
year compounded. The decline is expected to be tier-differentiated, with frontier prices holding
up materially better than commaoditized tiers:

* Low-tier: Around -25% per year compounded; phased -20% per year through 2027
(capacity-constrained), then -30% per year as Rubin-class hardware reaches volume
deployment.

* Mid-tier: Around -20% per year compounded; phased -15% per year through 2027, then -
25% per year thereafter.

* Frontier: Around -12.5% per year compounded; phased -10% per year through 2027,
then -15% per year thereafter. Frontier capability is expected to retain a persistent pricing
premium that decays only slowly as it is commoditized by the next wave of optimization.
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The blended decline (-24% per year) is faster than any individual tier because workload mix is
expected to shift gradually toward the cheaper tier (low-tier share rising from 60% in 2026 to
approximately 73% by 2030). This mix-shift contribution is small under our central case — we
assume buyers route conservatively, not aggressively.

2.2 Scenario range

Five scenarios bracket the planning space. The Conservative-to-Aggressive band is
intentionally wider and more conservative than the band published by most external forecasters;
our Conservative ceiling sits well above the conservative-consensus published view (~-37%/yr)
attributed to major IT advisory firms. The Shock scenario captures the most material downside
risk.

Conservative Central case Baseline Aggressive Shock
(-10%/yr (phased, tier- (-37%lyr, cons. (-50%lyr, (rising 2027)
blended) diff.) consensus) Wright's Law)
2026 $4.75 $4.75 $4.75 $4.75 $4.75
2027 $4.28 $3.89 $2.99 $2.38 $5.45
2028 $3.85 $3.07 $1.89 $1.19 $5.10
2029 $3.46 $2.20 $1.19 $0.59 $4.60
2030 $3.12 $1.57 $0.75 $0.30 $4.10

Table 1. Weighted blended cost per 1M tokens by scenario. Conservative end-point ($3.12) sits well above the
conservative-consensus published view (~$0.75 in 2030); Baseline is calibrated to match the conservative-consensus
rate; Aggressive matches the Wright's-Law (~-560%/yr) projection.

2.3 Per-tier price trajectory

The blended figure aggregates three workload tiers expected to decline at materially different
rates. Frontier capability commands a sustained pricing premium — observed in the Anthropic
Opus history (consistently ~5x Sonnet pricing through 2024-25), in OpenAl's Pro-tier launches,
and in the structural moat that arises whenever a single provider holds a meaningful capability
lead. We expect that pattern to persist, which is why our central case projects frontier falls only
~1.7x by 2030 against ~3.2x for low-tier.
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Per-tier price trajectory under the central case (frontier expected to fall least, low-tier most)
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Figure 2. Per-tier price trajectory under the central case. The gap between tiers (in $/1M tokens) is expected to widen
in absolute terms even as all three decline; the relative gap stays roughly constant. Routing discipline that moves
workload toward the low-tier is what compounds the blended decline beyond any single tier's rate.

2.4 Anchor pricing and methodology

The 2026 anchor of $4.75 / 1M tokens is computed from current published vendor pricing (May
2026) weighted across three workload tiers:

Tier Representative current models Blended $/1M 2026
(30% in / 70% out) workload

share

Low-tier Gemini 3.1 Flash, AWS Gemma 3, Claude $1.50 60%
Haiku 4.5
Mid-tier Azure GPT-5, GPT-4.1, Claude Sonnet $8.50 30%
4.6
Frontier Claude Opus 4.6, Azure GPT-5.4, Gemini $13.00 10%
3.1 Pro

Table 2. Tier anchor pricing, mid-2026. Verified against published vendor pricing pages (see Section 7).

Workload-mix shift is layered on top of per-tier decline: the low-tier share is assumed to rise
gradually from 60% to about 73% by 2030 as small models gain capability and buyers route
increasingly more traffic downward. We have deliberately picked a conservative mix-shift profile
— aggressive routing scenarios would compound the decline further, but they require active
investment buyers may not make. The mix-shift trajectory is one of the largest sources of
forecast uncertainty (see Section 7.4).
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3. Evidence Base and External-Forecast Comparison

Our central case is grounded in five independent forecasters using different methodologies, plus
the public hardware roadmap of the dominant inference-chip supplier. Where most external
forecasts fall is informative — but our central case is deliberately more conservative than that
consensus, for reasons explained in 3.3.

External forecasts vs. our central case (realized-blended $/1M tokens)

All curves normalized to $4.75 / 1M tokens in 2026.
Our central case is intentionally more conservative than ARK / Epoch / al6z,
our Conservative band ceiling sits above the conservative-consensus published view,

$1.0 1

Blended cost ($/1M tokens)

Our Conservative « Aggressive band 'T\ ~ ~ - u, o
Our Conservative (band ceiling) \\ -~ -~ '\_‘
| === Our Central case (phased) \\ p W - -
=@~ Conservative-consensus published view (~-37%/yr) ~ ~ ~ \\
| —m= ARK Invest (~-50%/yr Wright's Law) o S S
== Epoch Al realized (~-55%/yr) \\ S ~
=¥= al6z LLMflation realized (~-65%/yr) \\ ~ ~
T T T x >
2026 2027 2028 2029 2030
Year

Figure 3. External forecasts vs. our central case, normalized to $4.75 / 1M tokens in 2026. External rates translated
to realized-blended terms; see methodology notes in 3.1 and 3.4. Our central case sits above ARK / Epoch / a16z;
our Conservative band ceiling sits well above the conservative-consensus published view.

3.1 Forecasters and benchmark datapoints with numerical claims

* Andreessen Horowitz, “Welcome to LLMflation” (Appenzeller, 2024—-25): Documents
a 10x annual decline at fixed capability over 2021-2024 (GPT-3 quality from $60 to $0.06
per million tokens). Frames the trajectory as a Moore's-Law-style curve for Al capability.
Realized-blended translation: ~-60-65%/yr (the wedge is the rate at which customers
upgrade away from fixed capability).

* Epoch Al inference-price dataset (2024-26): Finds that the cost to achieve a fixed
performance level halves roughly every two months (= ~64x/yr at fixed capability). Highly
uneven across benchmarks (9x to 900x per year). Realized-blended translation: ~-55%/yr.

+ Conservative-consensus advisory forecasts (early 2026): Major IT advisory firms (in
publicly issued forecasts and press releases through early 2026) project that inference on
a 1-trillion-parameter LLM will cost roughly 90% less in 2030 than in 2025 — annualizing
to about -37%/yr. This is the conservative end of the published external consensus, but is
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still meaningfully more aggressive than our central case. (See Section 7.3 for the

underlying sources.)

* ARK Invest, Big Ideas series: Projects ~50%/yr realized cost decline for Al inference
through 2030 under Wright's Law (experience-curve) reasoning applied to both hardware

throughput and algorithmic efficiency.

« Stanford Al Index (annual): Documents historical GPT-3.5-class inference cost falling
>280x in 18 months (Q4 2023 — Q2 2025). Does not publish a forward forecast but
documents the historical trajectory.

* OECD Economics Department working paper (June 2025): Cites Andre et al. (2025)
finding quality-adjusted Al model costs fell approximately 80% in two years — equivalent
to ~-55%/yr quality-adjusted. Describes the decline as faster than for any prior general-
purpose technology. Peer-reviewed government economic analysis.

+ Bain & Company, Global Technology Report 2025: Reports OpenAl's 03 dropped 80%
in two months (a single-model datapoint, not a trajectory forecast). Also flags a supply-side
gap — $2 trillion in new annual revenue needed by 2030 to fund Al compute demand;
world is $800B short at current trajectory.

3.2 Reconciling our central case with external forecasts

Translated into realized-blended terms (the figure that hits buyer P&L, not a fixed-capability
benchmark), the published external forecasts cluster as follows. Our central case is the most

conservative of the set:

Forecaster Headline Methodology Realized Relative to our
rate basis blended central

Our Conservative

Our central case

Conservative-consensus
(advisory firms, early

2026)

ARK Invest (2025-26)

Epoch Al

a16z LLMflation

-10%/yr
blended

Phased, tier-

diff.

-37%lyr

-50%lyr

Halve / 2 mo

10x / yr

Tier-
differentiated, low
mix shift

Vendor-anchored
+ slow mix shift

Fixed 1T-param
model
Wright's Law
Fixed-capability
benchmarks

Fixed-capability
extrapolation

~10%/yr
CAGR

-24%lyr

CAGR

~ -37%lyr

= -50%lyr

= -55%lyr

= -60-65%/yr

Band ceiling
(most
pessimistic)

More aggressive
than our central

Matches our
Aggressive

More aggressive
than Aggressive

Most aggressive
in the set

Table 3. External forecasts translated to realized-blended terms. Our central case is the most conservative published
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view in this set; only our Conservative scenario sits more conservative.

PAGE 7/26



ﬁ STRATOFACTORY Al TOKEN COST FORECAST - MAY 2026

3.3 Why we are more conservative than the consensus

The published external consensus appears to extrapolate the 2022-2024 cost trajectory —
which was unusually fast — into 2026—-2030. Four signals lead us to expect the next five years
to look different:

* Frontier-pricing power has held. Anthropic Opus, OpenAl Pro tiers, and Gemini Pro
have all sustained or expanded their premium over commoditized tiers through 2025-26.
Capability differentiation appears to be a structural moat, not a transitional one. We expect
frontier prices to fall meaningfully less than commoditized prices.

» Capacity constraints have actually pushed some prices up. H100 1-year rental
contracts rose 40% from October 2025 to March 2026 (SemiAnalysis). Blackwell allocation
is sold out through late 2026; HBM and CoWoS packaging are binding constraints. Unit-
price declines are not guaranteed when capacity is tight.

* The loss-leader era appears to be ending. Hyperscaler Al pricing through 2024 included
substantial loss-leader components funded by capital markets. As Al capex returns
become demanded by investors, we expect pricing to normalize toward cost-recovery —
partly offsetting hardware and algorithmic gains.

* Workload mix is shifting upward, not just downward. Agentic workloads, reasoning
modes, and multimodal pipelines shift consumption toward more expensive tiers. Even
when per-tier prices fall, an upward mix shift can leave the blended figure flat or rising. Our
central case assumes only a mild offsetting downward mix shift.

Taken together, we expect the realized-blended decline rate to be materially slower than the
2022-2024 pace — closer to 2x—3x over five years rather than 25x—100x. Buyers who plan
against the more aggressive external forecasts are likely to be disappointed.

3.4 The hardware roadmap (the largest single driver)

Hardware throughput per dollar is the largest single contributor to the decline that does occur.
NVIDIA publishes specific claims that anchor the back half of our forecast — though we apply a
discount to vendor TCO claims in translating them to realized pricing:

+ Blackwell (B200, B100, GB200): Up to 10x lower cost per token vs. Hopper in inference
deployments. In volume deployment at Baseten, Deeplnfra, Fireworks Al and Together Al
through 2026.

* Rubin (R100, VR200): Next-generation platform targeting another 10x performance and
10x lower cost per token over Blackwell. Production timing 2027—-2028. Pricing pass-
through is expected to be partial, not full.

» Alternative silicon: AMD MI300X / MI325X in production; MI400 series targeted 2026—
27. Google TPU v5/v6; AWS Trainium2/3; Meta MTIA. Competitive pressure on NVIDIA
list prices is now a forecast input, not just a sensitivity.
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Our central case assumes hardware throughput-per-dollar gains translate into list-price
reductions at roughly 30-40% of headline rate — reflecting margin recapture, capacity
allocation pricing, and the loss-leader unwinding described in 3.3. ARK and a16z implicitly
assume a much higher pass-through rate; if they are right, our forecast is too conservative.

3.5 The critical nuance: fixed capability vs. realized blended

The 10x-per-year and halving-every-2-months headlines are measured at a fixed capability
level: a 2024 frontier model that cost $30 per million tokens now costs $3. Buyers, however, do
not freeze workloads at the 2024 capability level — they upgrade to newer, more capable
models. The realized blended cost therefore declines more slowly than the headline figure. Our
central case (3x over five years for the realized blended) explicitly accounts for this wedge,
which we estimate as a factor of three to four between fixed-capability headline and realized
blended — larger than most external forecasters assume.

This is also why frontier-tier costs are expected to fall meaningfully more slowly than
commoditized-tier costs: capability gains at the frontier command a sustained premium until
they are commoditized by the next wave of optimization. The Anthropic Opus pricing history
(consistently ~5x Sonnet through 2024—-25) and OpenAl's Pro tier launches are direct evidence
of this.

3.6 Demand-side: the Jevons paradox is the offset to unit-price
decline

Falling unit cost has historically increased total Al consumption, not decreased it (a Jevons-
paradox dynamic). Stanford Al Index 2025 reports >10x growth in API token volume in 2024
alone. As tokens become cheaper, more workloads become economic: long-context retrieval,
agentic loops, reasoning modes, multimodal pipelines. This is why total spend is not expected to
track unit price down 1:1, and why the realized-blended rate is the right number for budgeting —
not the fixed-capability headline.

Independent demand-side anchors corroborate this:

* IDC Worldwide Al Spending Guide (2025): Projects worldwide Al IT spending grows at
31.9% CAGR 2025-2029, reaching $1.3 trillion in 2029; Al-infrastructure spending alone
$758B by 2029. Q2 2025 Al compute/storage spending grew 166% year-over-year to
$82.0B.

+ Bloomberg Intelligence Generative Al Outlook (2025 update): Estimates generative-Al
market revenue of $1.8 trillion by 2032 (raised from a $1.3T 2023 forecast). Within Gen-Al
laaS by 2032, training compute = $111B and inference compute = $121B — i.e., inference
workloads expected to surpass training spend.
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3.7 Supply-side: hyperscaler capex anchors

On the supply side, multiple equity-research desks forecast hyperscaler capex sufficient to push
fixed costs onto a Wright's-Law amortization curve — a structural support for per-token price
decline even if vendor margin discipline tightens:

« Morgan Stanley research (2025-2026): Estimates ~$3 trillion total Al infrastructure
capex 2025-2028; data-center capacity needs to grow ~6x by 2035 to meet projected
demand.

« Wells Fargo equity research (2025-26): Tracks hyperscaler capex from ~$427B (2025)
to $860B+ (2027); $2.47T cumulative 2026—-2028. Compute capacity expected to double
from ~49 GW end-2025 to ~98 GW by 2027.

These capex flows are the supply that has to be amortized. Whether amortization flows through
to buyers as lower per-token prices, or is retained as vendor margin, is the central pricing
question — and one of the largest forecast uncertainties.

3.8 The bear case (why prices might fall less than the consensus
expects)

* Goldman Sachs, “Gen Al: Too Much Spend, Too Little Benefit?” (June 2024): Argues
Al infrastructure capex of ~$1 trillion is being spent against a productivity payoff that may
take a decade to materialize. Jim Covello's central argument: there is no Moore's-Law
analog for inference cost decline because there is no competing chipmaker pressuring
NVIDIA at scale. Daron Acemoglu (cited in the report) projects only ~0.5% TFP uplift and
~1% cumulative GDP impact over 10 years. We treat this as the most credible published
bear case on the rate of cost decline.

* Forrester Predictions 2026 / Global Tech Forecast 2025-2030 (Oct 2025): Forecasts
that enterprises will delay 25% of planned Al spend into 2027 (digestion). The implied
causal mechanism for any price decline is therefore different: providers chasing fill-rate
with utilization-driven discounting, rather than technology-driven amortization. If demand is
slower than ARK / a16z assume, supply incentives shift toward aggressive discounting
(price-cuts) — but on lower volumes.

Taken together, the bear case bounds the forecast on the downside: capex is happening at
scales that almost guarantee some per-token price decline, but the rate may be substantially
slower than the consensus Wright's-Law forecasts assume, particularly if frontier capability
remains a structural moat.
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3.9 The energy cost floor

Per-token inference cost has a hard non-zero floor set by electricity, cooling, and amortized
data-center capacity. The IEA's April 2025 special report on Energy and Al is the most credible
quantitative anchor for this floor:

* IEA, Energy and Al (April 2025): Global data-center electricity consumption rises from
approximately 485 TWh in 2025 to ~945 TWh by 2030 (roughly doubling). Al-optimized
data-center electricity demand expected to more than quadruple over the period. US
contribution: +240 TWh (+130%); China: +175 TWh (+170%). Natural gas and coal
expected to supply over 40% of the marginal demand.

Implication for our forecast: if grid build-out lags Al-optimized demand growth — which appears
likely on current trajectories — marginal inference cost will become electricity-constrained rather
than chip-constrained by 2028—-2030. This is a structural support for our more conservative
central case: hardware throughput gains can outrun electricity supply, but only up to the point
where electricity becomes the binding constraint. Our central case implicitly bakes in 5-10% of
the assumed pricing floor from electricity costs; the Shock scenario assumes electricity
contributes more.
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4. What Could Break the Forecast: The Shock
Scenario

Published external forecasters agree on the direction but none publishes a rising-blended-price
scenario. We include one because three independent mechanisms could combine to push
enterprise blended cost higher in 2026—-2027 even as per-token list prices nominally decline. We
believe the Shock scenario is more plausible than the published consensus implies, and it is the
dominant single budget risk for buyers of any size.

4.1 The three mechanisms that could combine to drive Shock

+ Capacity-constrained stagflation. H100 1-year rental contracts rose 40% from October
2025 to March 2026 (SemiAnalysis). Blackwell allocation is sold out through late 2026;
HBM and CoWoS packaging are the binding constraints. If hyperscaler capacity remains
tight through 2027 and providers pass on cost-recovery pricing as capital discipline
returns, list prices may be flat or slightly rising for 18—24 months.

» Upward workload mix shift. Agentic workflows and reasoning-mode usage shift
workloads upward toward frontier. Epoch Al documents that on GPQA-Diamond and
similar reasoning benchmarks, half of measured capability progress correlates with rising
inference price. If buyers roll out more agentic use cases through 2027—-2028, mix could
shift from 60/30/10 toward 40/30/30 — raising the blended price even with per-tier decline.

* Frontier moat re-establishment. If a single provider (Anthropic, OpenAl, or DeepMind)
sustains a meaningful capability lead, they can re-price the frontier upward. Anthropic's
historical Opus pricing (5x Sonnet through 2024—25) suggests this pattern is well-
established; reasoning-mode and agentic differentiation may widen the premium further
rather than narrow it.

4.2 Shock scenario impact

Under Shock, the blended price could rise from $4.75 to $5.45 in 2027 (+15%) and remain
elevated through 2030 ($4.10, only a 14% reduction from 2026 versus the 67% reduction under
the central case). This would leave realized inference unit cost approximately 40% higher in
2027 versus the central case, and roughly 2.6x higher by 2030 — because volume continues to
grow against a price floor that did not fall.
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Why this matters for buyers of any size

The Shock scenario is not a tail risk. Capacity constraints are observable today. Agentic
workload growth is the dominant direction-of-travel for enterprise Al roadmaps. The
probability of a partial Shock manifestation in 2027 is meaningfully above zero. Budget
protection — not just budget planning — is the appropriate response for everyone from
startups consuming $50K/year of tokens to enterprises consuming $50M.

4.3 Leading indicators to monitor

GPU and HBM rental price index. SemiAnalysis publishes H100 and Blackwell rental
price tracking. A sustained increase through 2026 H2 is a Shock signal.

Hyperscaler frontier-model pricing actions. Watch for list-price increases or new SKUs
at premium pricing (e.g. Pro tiers, Fast modes). A broad trend toward usage-based billing
on code assistants is a related signal.

Internal agentic / reasoning-mode mix. Track the share of internal token spend on
frontier and super-frontier SKUs. Rising share is a self-inflicted Shock vector.

Upstream memory and packaging capacity. HBM3e and HBM4 supply, TSMC CoWoS
packaging capacity. If supply expansion lags demand, list-price declines stall regardless of
vendor competition.
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5. From Token Prices to Total Al Spend

Translating the token-cost forecast into total spend requires combining unit price with volume.
Because every buyer's volume curve is different, this section presents the structure of total
spend in terms any company can apply to its own scale, rather than a single dollar projection.

5.1 The four categories of GenAl spend

Total GenAl spend is more than production inference. The forecast covers four categories, with
typical 2026 mix shown. Note that the mix is expected to shift over time — inference share is
expected to decline as a percentage even though absolute spend rises through the rollout.

* Production API inference (60-70% of 2026 spend). Fully exposed to the token-price
forecast. Volume x blended price. Falls fastest under the central case; stickiest under
Shock.

+ Code-assistant seats (5-15%). Per-developer licenses (GitHub Copilot, Claude Code,
Cursor and similar), increasingly priced on usage. Published seat list prices in 2026 cluster
in the $30-$50 per developer per month range, but observed bills are running materially
higher under usage-based billing — buyers should plan for upside risk on this line item.

* Fine-tuning and custom training (10-20% at peak). Heaviest in the rollout year,
declining thereafter. Typically 10—20% of spend during peak deployment.

* Platform, MLOps and FinOps tooling (5-10%). Grows with adoption. Roughly 5-10% of
2026 spend, scaling to 15-20% by 2030 as it becomes the floor.

5.2 Why total spend does not fall with unit prices

Under our central case, unit price falls roughly 3x over five years. Combined with 5—10x volume
growth from rollout and Jevons-paradox demand response, total inference spend is expected to
grow through the rollout period and stay broadly flat or modestly decline thereafter. Two
structural reasons:

* Volume is expected to outpace unit-price decline through the rollout. Production
token volume is expected to grow 5-10x between 2026 and 2030 as applications move
from pilot to production. Multiplied against a 3x price decline, production inference spend
may rise net through the rollout peak and decline only ~2x thereafter.

* Non-inference line items are sticky. Seats, training and platform spend grow with
adoption rather than shrink with token prices. They dominate the floor by 2030.

The implication: framing the next five years as “unit costs collapse so spend collapses” is
unlikely to hold under our central case. The right frame is “capability per dollar is expected to
grow roughly 3x, total spend is expected to decline moderately after the rollout peak, and the
buyers who realize the savings are the ones who route, negotiate and re-baseline.”
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5.3 Per-developer benchmark

As a rule of thumb for sizing, central-case GenAl spend per active developer (where developers
are the dominant consumption proxy) is expected to land roughly in the following range. These
are order-of-magnitude figures only — actual numbers vary widely by industry, agentic intensity,
and routing discipline. Numbers reflect the more conservative central case in this updated
forecast.

Year Inference / dev Seats / dev / yr Other (training, Total / dev / yr
lyr platform)

Year 0 (build- ~$13,000 ~$500 ~$2,800 ~$16,300
out)

Rollout peak ~$39,000 ~$600 ~$4,400 ~$44,000
(year 1)

Peak + 1 ~$28,000 ~$700 ~$3,400 ~$32,100
Peak + 2 ~$22,000 ~$800 ~$3,200 ~$26,000
Peak + 3 ~$17,000 ~$900 ~$3,500 ~$21,400
(mature)

Table 4. Central-case GenAl spend per active developer, indexed to your rollout year (not a calendar year). To
estimate your envelope, multiply by your engineering headcount and add a 15—25% non-engineering uplift for
downstream consumers (analysts, support, customer-facing agents). Under Shock, post-peak figures roughly double;
under our Aggressive scenario they fall to roughly half. These figures are higher than the original analysis because
the central case in this forecast is intentionally more conservative.
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6. Recommendations: How to Manage Token Cost by
Company Size

The strategic principles appear consistent across buyers — routing discipline, multi-vendor
leverage, re-baselining — but the tactics differ sharply by scale. The suggestions below are
organized into four bands. Pick the band closest to your situation; suggestions from smaller
bands generally compound upward.

6.1 Cross-cutting principles (suggested for everyone)

+ Default to the cheapest capable tier. Aim for 80% of production traffic on the cheapest
tier that meets the quality bar. The 5-7x spread between low-tier and frontier-tier pricing
typically dwarfs any negotiated discount.

* Re-baseline annually. Token costs have moved 5-10x faster than any 18-month-old
plan. Consider re-baselining pricing assumptions every September against prior-year
actuals.

* Observe before you optimize. Without daily/weekly visibility into spend by model, team
and use-case, optimization is largely guesswork. Instrument before you scale.

« Always have an exit route. Consider maintaining qualification of at least one open-
source model (Llama, Mistral, Gemma-class) for non-sensitive workloads. The credibility
of switching is what creates negotiation leverage.

6.2 Startups (< 50 developers, < ~$100K/yr Al spend)

* Don't commit — stay flexible. Use consumer/developer tiers and pay-as-you-go pricing.
Avoid committed-spend contracts entirely; the option value of switching is worth more than
the discount.

+ Default to low-tier; escalate by exception. Aimost all early-stage use cases land on low-
tier models. Reserve frontier models for narrow, high-leverage tasks (planning loops, hard
reasoning).

* Use aggregator gateways. Tools like OpenRouter, Portkey, LiteLLM and Helicone give a
unified API plus routing logic without a build. They are essential leverage at this scale.

+ Code-assistant seats are your biggest line item. Per-developer spend will dominate.
Manage seat usage and audit who actually uses what every quarter.

» Cap exposure with budget alerts. Set a soft monthly cap (typically 2—3x current burn) to
insulate against agentic-loop runaways or Shock list-price moves.
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6.3 SMB / Growth-stage (50-250 developers, ~$100K-$1M/yr)

Build basic routing discipline. Lightweight routing layer (open-source like LiteLLM, or
hosted like Portkey/OpenRouter). Target: 70%+ of calls on low-tier by end of year one.

Two vendors minimum. Even at this scale, having credible quotes from at least two of
{Azure OpenAl, AWS Bedrock, Vertex Al, direct Anthropic/OpenAl} creates real
negotiation leverage. Do not single-source.

Introduce a unit-economic metric. Begin tracking $/active-developer monthly. This
becomes your standard FinOps unit metric and lets you benchmark against the Section
5.3 ranges.

Short commitments only. Use 1-year, partial-coverage commitments only. Avoid 3-year
deals — the price compression risk is too large.

Maintain an open-source fallback. Self-host one quantized open-source model (e.g.
Llama-3.1-70B-class or successor) for high-volume, low-sensitivity workloads. The mere
existence of this capability typically improves your vendor pricing by 10-20%.

6.4 Mid-Market (250—-1,000 developers, ~$1M-$10M/yr)

Invest in serious routing infrastructure. A custom routing layer with classification,
fallback, retry and per-team budget enforcement typically becomes ROI-positive at this
scale. Investment is generally in the range of 1-3 FTEs plus tooling, with reported payback
periods of roughly 9-18 months at observed savings rates.

Formalize multi-cloud. Active model contracts on at least two of {Azure, GCP, AWS} for
each workload tier. Negotiate committed-use discounts in three-year tranches that allow
workload migration between vendors — the migration right is the contract.

Aggressively pursue caching and batching. Use prompt caching, response caching,
semantic deduplication, batch APIs and asynchronous queues. At this volume, caching
alone routinely cuts 20-40% of inference cost.

Reserve a Shock contingency. Pre-authorize an explicit Shock contingency budget the
CFO can release in tranches as leading indicators materialize. Without it, a 2027 surprise
becomes a mid-year crisis budget request.

Domain-specific fine-tuning becomes a lever. Fine-tune small open-source models for
your top 3-5 internal use cases. The cost-per-token is typically 5—20x lower than the
equivalent hosted frontier call, with negligible quality loss for narrow tasks.

6.5 Enterprise (1,000+ developers, $10M+/yr)

Stand up an Al FinOps function. Dedicated FinOps-for-Al capability with daily
dashboards by model, team, and use-case; automated anomaly detection; chargeback to
business units. This is the single largest cost-control investment at this scale.

Direct enterprise agreements with all three hyperscalers. Negotiate enterprise-wide
framework agreements with each of Azure, GCP, AWS and direct Anthropic/OpenAl.
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Include explicit price-protection clauses (no list-price increase >X% per year) and audit
rights on usage metering.

* Operate dedicated inference capacity. Cluster of inference servers running quantized
open-source models for high-volume, predictable workloads. At enterprise volume, owned
inference has been reported to run 2-5x cheaper per token than hosted equivalents
(results vary widely with utilization and operations maturity), with full data-residency
control.

* Hedge GPU capacity, don't pre-buy it. Don't lock in committed Blackwell capacity on
three-year terms. Capacity contracts depreciate faster than the underlying compute price
falls.

* Own the forecast in-house. Build a quarterly internal pricing forecast, owned by FinOps,
that re-baselines against vendor pricing actions, GPU rental indices and internal mix shift.
Distribute to all platform and product leaders.

* Make build-vs-buy a quarterly review, not an annual one. At enterprise scale, build vs.
buy on agentic platforms, RAG stacks and evaluation tooling is a six- to seven-figure
decision per quarter. Default to buy at the start of 2026; reassess each cycle.

6.6 Strategic posture under each scenario (all sizes)

Scenario What you would expect to see by Suggested strategic response
plays out mid-2027

Conservative Capacity constraints persist; modest Hold central-case budget; pressure-test
list-price cuts only; frontier holds routing assumptions; expect spend to
premium; mix shift stalled stay closer to peak for longer.
Central case Some 2028 price cuts begin; mix shift Execute as planned. Release Shock
toward cheap tiers visible; frontier contingency back to general budget by
premium intact late 2027 if leading indicators stay
benign.
Baseline / Sharper 2028 price cuts than Reallocate freed budget to expanded
Aggressive expected; rapid commoditization of application portfolio; press on agentic
mid-tier; Rubin deployed on schedule capability expansion.
Shock GPU rental rising; frontier list-price Release Shock contingency; defer non-
hikes; agentic mix shifting up; loss- critical fine-tuning; tighten routing
leader pricing unwinds thresholds; renegotiate vendor commits;

accelerate open-source qualification.

Table 5. Suggested strategic response by scenario, applicable to any buyer size.
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7. Methodology, Assumptions, and Sources

7.1 Anchor pricing — verified vendor sources (May 2026)

Azure OpenAl Service: azure.microsoft.com/en-us/pricing/details/azure-openai/
Google Al / Gemini Developer API: ai.google.dev/gemini-api/docs/pricing
Google Cloud Vertex Al: cloud.google.com/vertex-ai/generative-ai/pricing
Amazon Bedrock: aws.amazon.com/bedrock/pricing/

Anthropic Claude API: platform.claude.com/docs/en/about-claude/pricing

7.2 Scenario definitions

Central case: Tier-differentiated phased decline. Low-tier: phased -20%/yr through 2027,
-30%/yr 2028—-2030 (-25%/yr CAGR). Mid-tier: -15%/yr through 2027, -25%/yr 2028—2030
(-20%/yr CAGR). Frontier: -10%/yr through 2027, -15%/yr 2028—-2030 (-12.5%/yr CAGR).
Workload mix shifts gradually from 60/30/10 toward 73/20/7 (low/mid/frontier).

Conservative: -10%/yr blended throughout. Reflects continued capacity pressure,
sustained frontier premium, and loss-leader unwinding. Our most pessimistic non-Shock
scenario; end-point (2030: $3.12) sits well above the conservative-consensus published
view (~$0.75 in 2030).

Baseline: -37%/yr blended throughout. Calibrated to match the conservative-consensus
published view from major IT advisory firms (~90% reduction 2025-2030 on a 1T-param
model). Sits between our central case and our Aggressive scenario.

Aggressive: -50%/yr blended throughout. Calibrated to match ARK Invest's Wright's-Law
projection.

Shock: Per-tier prices flat-to-rising in 2026—2027 (capacity constraint); slow decline 2028—
2030 (-7 to -10%/yr blended). Workload mix shifts UP toward frontier (60/30/10 toward
40/30/30) reflecting agentic growth. 2030 end-point: $4.10 (only 14% below 2026).

7.3 Evidence sources cited

Per-token / inference-cost forecasters and benchmarks:

Andreessen Horowitz, “Welcome to LLMflation” (Guido Appenzeller). a16z.com/limflation-
lim-inference-cost

Epoch Al, “LLM inference prices have fallen rapidly but unequally across tasks.”
epoch.ai/data-insights/llm-inference-price-trends

Major IT advisory firm public forecasts (early 2026), projecting roughly 90% inference-cost
reduction 2025-2030 on a 1T-parameter LLM (i.e., approximately -37%/yr). Specific
advisory-firm reports are referenced generally in this analysis; readers should consult
those firms' publicly available materials directly for primary methodology and full
attribution.
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ARK Invest, Big Ideas annual report (2025 and 2026 editions). ark-invest.com
Stanford Institute for Human-Centered Al (HAI), Al Index Report 2025.

OECD Economics Department, “Macroeconomic Productivity Gains from Artificial
Intelligence in G7 Economies,” Filippucci/Gal/Laengle/Schief, June 2025.

Bain & Company, Global Technology Report 2025 (Sept 2025). bain.com

Hardware roadmap and capacity:

NVIDIA, “Leading Inference Providers Achieve Lowest Token Cost With Open Source
Models on NVIDIA Blackwell.” nvidia.com/blog

NVIDIA Investor Day materials, March 2026 (Rubin platform roadmap and TCO claims).
SemiAnalysis, “The Great GPU Shortage — Rental Capacity.” semianalysis.com

SemiAnalysis InferenceMAX benchmark (running per-model $/M-tokens data).

Supply-side, demand-side and bear-case anchors:

Goldman Sachs, “Gen Al: Too Much Spend, Too Little Benefit?” Top of Mind, Issue 129,
25 June 2024.

IDC Worldwide Al Spending Guide / FutureScape Worldwide GenAl Predictions, 2025.
Bloomberg Intelligence, Generative Al Outlook (2024; updated 2025).

Morgan Stanley Al Infrastructure / Capex research notes, 2025-2026.

Wells Fargo Equity Research, Hyperscaler Capex / Data Center, 2025-2026.
Forrester Predictions 2026 / Global Tech Forecast 2025-2030, October 2025.

Energy and macroeconomic anchors:

International Energy Agency (IEA), Energy and Al special report, April 2025.
iea.org/reports/energy-and-ai

“The Price of Progress: Algorithmic Efficiency and the Falling Cost of Al Inference,” arXiv
2511.23455.

Redwood Research, “Al’s capability improvements haven’t come from it getting less
affordable.”
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7.4 Confidence framing and the largest uncertainties
This forecast carries the following uncertainty profile:

* High confidence: Token prices are expected to fall through 2030. Every published
external forecast and every vendor roadmap is consistent on direction.

+ Medium confidence: Realized-blended price is expected to fall roughly 2x-6x over five
years under non-Shock scenarios. Our 3x central case sits at the conservative end of the
credible external range.

* Lower confidence: Timing of inflections (the 2026-2027 capacity pause; the 2028 Rubin
re-acceleration). Slips of 12-18 months in either direction are plausible.

» Material tail risk: A partial Shock manifests for 12+ months. Our internal directional
estimate is approximately 20-35% probability through 2027, driven mainly by GPU
capacity and frontier moat re-establishment.

Four assumptions, if substantially wrong, would shift the central case materially:

* Workload mix shift. If agentic and reasoning-mode usage grows faster than projected
and buyers do not enforce routing discipline, the mix could shift toward frontier rather than
away. This is one of the largest swing factors (+/- 15-20 percentage points per year on
realized rate).

* Loss-leader unwinding. List prices have included loss-leader subsidies through 2024-25.
If hyperscalers normalize toward cost-recovery pricing as Al capex returns become
demanded by capital markets, the decline rate compresses (Shock-like). If they don't, the
central case may prove too conservative.

* Hardware roadmap execution. Continued HBM3e / HBM4 supply growth, CoWoS
packaging expansion, and Rubin volume production on schedule are all required for the
back-half acceleration. Slips compound.

* Frontier commoditization speed. If frontier capability becomes commoditized faster than
expected (e.g., open-source closes the gap), the frontier premium narrows, the central
case could prove too conservative on the frontier line specifically.

7.5 Re-baselining cadence

All figures should be re-baselined against actuals every September. Pricing has moved 5-10x
faster than any 18-month-old plan since 2022; there is no reason to expect that to change
before 2028. The per-developer benchmarks in Section 5.3 are central-case order-of-magnitude
figures and should be adjusted for industry, agentic intensity, and routing maturity before use in
any specific budget.
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7.6 Critical self-assessment: limitations and weaknesses of this
analysis

In the interest of professional rigor, we flag the following limitations. Treat them as the lens
through which this forecast should be read:

Methodological limitations

The $4.75/M tokens anchor is a modeled blended cost across an assumed tier mix
(60/30/10) and an assumed input/output ratio (30%/70%) - not a market-observed
price. Real workloads vary widely; a retrieval-heavy product, a long-context summarizer,
or an agentic loop can land 2-3x off this anchor in either direction. Buyers should measure
their own anchor before applying these figures.

The 60/30/10 tier mix is analyst judgment, not survey data. We did not have access to
large-N enterprise mix-survey data. Workloads vary materially by industry: regulated-
industry buyers typically consume more frontier; consumer applications consume more
low-tier.

Blended price aggregates over many distinct vendor pricing models. Some vendors
price reasoning tokens, tool calls, prompt caching, batch APIs and context caching
differently from baseline tokens. These features are economically significant and growing;
our forecast implicitly assumes they remain a minority share of spend through 2030. They
may not.

Token volume growth (5-10x by 2030) is an illustrative band, not a derived buyer
forecast. Real volume growth depends on application portfolio, agentic intensity, and
competitive landscape. The 5-10x growth assumption is a stylized fact, not a derived
forecast.

Vendor-claimed TCO improvements are discounted by an estimated factor, not
measured. We apply approximately 30-40% pass-through to NVIDIA Blackwell and Rubin
TCO claims. This is analyst judgment. Higher pass-through (the ARK/a16z bet) would
make us too conservative; lower pass-through (the Goldman bear case) would make us
too optimistic.

Evidence weaknesses

The frontier-pricing-power claim rests on a small number of historical data points.
The Anthropic Opus / Claude Sonnet 5x premium through 2024-25 is the strongest
evidence cited. The Sonnet 4.5 generation and GPT-5 tier consolidation have shown some
price compression that may indicate the moat is narrowing. We acknowledge we may be
under-weighting this signal.

Shock probability is qualitatively framed (“meaningfully above zero”) rather than
rigorously quantified. Our internal directional estimate is a 20-35% probability of partial
Shock manifestation through 2027 (driven mainly by GPU capacity and frontier moat re-
establishment). We have not stress-tested this estimate against formal probabilistic
modeling.
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The 2029-2030 tail of the forecast is more uncertain than the front-end. Forecasts
more than three years out are highly sensitive to architectural shifts (post-transformer
architectures, specialized inference hardware, neuromorphic computing). We treat 2029-
2030 as more uncertain than 2026-2028.

Coverage gaps

Not modeled: Regional pricing variation (US/EU/APAC) - material for buyers with data-
residency requirements.

Not modeled: Workload-level cost models - no per-use-case consumption forecast.

Not modeled: Indirect costs - storage, network egress, observability, security,
governance.

Not modeled: Fine-tuning, evaluation infrastructure, and RLHF/post-training costs - only
sized as a category.

Not modeled: Open-source model performance trajectory - competitive pressure on
commercial pricing is implicit in per-tier rates but not modeled as a separate driver.

Headline numbers to be cautious about

The $1.57 / 1M tokens 2030 central case point estimate. This is a planning band, not a
precision forecast. A 2030 actual of $0.80 or $2.30 would be entirely consistent with the
central case as we framed it.

The per-developer benchmarks in Table 4. These are illustrative central-case figures;
actual industry spend varies by industry, agentic intensity, and routing maturity by factors
of 2-3x.

The rollout-driven peak-spend year. Our framing is that the peak occurs 12-18 months
after major application rollout. Buyers at different points in their adoption cycle peak at
different years.

Summary

This is a market-research view, not a buyer-specific financial model. Use it as a planning
baseline; build your own measurement-driven view of your actual workloads before committing
to any contract or budget envelope. Our central case is intentionally conservative because we
believe the post-2024 trajectory will look materially different from the 2022-2024 cost decline.
We could be wrong, in either direction.
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8. Disclaimer and Notices

This briefing is published for public distribution (including via LinkedIn and similar platforms).
The following notices apply to all readers.

8.1 Author and nature of this document

This briefing reflects the personal professional analysis of Piotr Jurowiec and is published by
StratoFactory.com. Views expressed are those of the author and do not necessarily represent
the views, positions, or official forecasts of any employer, client, partner, or affiliated
organization. This document is independent market research prepared for general informational
and educational purposes. It is not investment, legal, tax, accounting, procurement, or
contractual advice; it is not a recommendation to purchase from, contract with, or invest in any
specific vendor, model, platform, or technology; and it does not constitute an offer or solicitation
of any kind. Readers should not rely on this document as the sole basis for any financial,
procurement, or strategic decision.

8.2 Forward-looking statements and uncertainty

All forecasts, scenarios, projections, probability ranges, per-token prices, per-developer
benchmarks, and recommendations contained herein are estimates based on publicly available
information and analyst judgment as of the publication date. Generative-Al pricing has
historically moved several multiples faster than any 18-month-old plan, and architectural,
regulatory, or macroeconomic shocks could shift the trajectory materially. Actual outcomes may
differ - in either direction - from any scenario presented, including by amounts that would
invalidate specific point estimates while remaining consistent with the planning bands described.
Section 7.6 of this briefing contains an explicit self-assessment of the limitations and
weaknesses of this analysis; readers should review it before applying any figure to a specific
decision.

8.3 Third-party sources, trademarks, and non-endorsement

This briefing cites publicly available research, press releases, regulatory filings, vendor pricing
pages, and analyst commentary from a range of organizations including (but not limited to)
Andreessen Horowitz, ARK Invest, Bain and Company, Bloomberg Intelligence, Epoch Al,
Forrester Research, Goldman Sachs, IDC, the International Energy Agency, McKinsey and
Company, Morgan Stanley, the OECD, SemiAnalysis, Stanford Institute for Human-Centered Al,
Wells Fargo, and others, plus published vendor materials from Anthropic, Amazon Web
Services, Google, Microsoft, NVIDIA, and OpenAl. Citation of these sources is for analytical,
comparative, and educational purposes only and does not imply endorsement by those
organizations of this report’s analysis, conclusions, recommendations, or methodology. All
forecasts attributed to third parties have been paraphrased or summarized; readers should
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consult the original publications directly for primary numerical claims, methodology, and full
context.

All trademarks, service marks, and trade names referenced in this briefing - including but not
limited to Anthropic, Claude, Opus, Sonnet, Haiku, OpenAl, ChatGPT, GPT, Google, Gemini,
Amazon Web Services, AWS, Bedrock, Microsoft, Azure, NVIDIA, Blackwell, Rubin, Hopper,
GitHub, Copilot, Cursor, LiteLLM, OpenRouter, Portkey, Helicone, Llama, Mistral, Gemma,
DeepSeek, Cohere, and the names of cited research and advisory firms - are the property of
their respective owners and are used solely for identification, comparison, and analytical
purposes under principles of fair use (US) and fair dealing (UK / EU / other applicable
jurisdictions). No association, sponsorship, affiliation, partnership, or endorsement by any
trademark owner is intended or implied. Use of any company or product name should not be
construed as a recommendation of, or comment on the quality of, that company’s products or
services.

8.4 Vendor pricing data

Per-tier anchor prices cited as of May 2026 are drawn from each vendor’s publicly published
pricing pages on the dates indicated in Section 7.1. Vendor pricing changes frequently and
without notice, often varies by region, contract terms, committed-spend tier, and SKU, and may
differ materially from the simplified blended figures used here. Readers must verify current
pricing directly with each vendor before using any figure for budgeting, procurement, or contract
negotiation. No representation is made that the cited prices are accurate at any time after
publication.

8.5 No warranty; no liability

This document is provided strictly “as is” without warranty of any kind, express or implied,
including without limitation any warranty of merchantability, fitness for a particular purpose,
accuracy, completeness, timeliness, or non-infringement. The author, StratoFactory.com, its
affiliates, employees, agents, contributors, and any party involved in the creation, production, or
distribution of this briefing expressly disclaim, to the maximum extent permitted by applicable
law, all liability for any direct, indirect, incidental, consequential, special, exemplary, or punitive
loss or damage arising from any use of, or reliance on, the contents of this briefing - including
but not limited to lost profits, missed opportunities, contract losses, or damage to reputation.
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8.6 Currency of information

The information, forecasts, vendor pricing, scenario probabilities, and recommendations in this
briefing reflect publicly available data and analyst judgment as of May 2026. This document is
not updated automatically and may become stale rapidly. The forecast and per-developer
benchmarks should be re-baselined against current pricing actuals at least annually (we
recommend each September). Readers consulting this briefing more than 6-9 months after
publication should treat all specific figures as historical context rather than current guidance,
and should seek updated analysis.

8.7 Sharing, attribution, and corrections

Readers are welcome to share this briefing, quote brief portions with attribution, and reference
the analysis in their own commentary, research, presentations, and procurement discussions.
We request that any quotation: (a) clearly attribute the source as “Al Token Cost Forecast 2026-
2030 - Market Research Briefing, StratoFactory.com, May 2026,” (b) link to the original
publication where practical, (c) not reproduce charts, tables, or images without prior written
consent, and (d) not modify quoted numbers or recommendations in a way that changes their
meaning or removes their qualifying caveats. Republication of substantial portions in
commercial contexts (paid newsletters, vendor marketing materials, paywalled research)
requires the publisher’s prior written consent.

If you identify a factual error, an outdated figure, a missing attribution, or have a substantive
critique of the analysis, please contact the publisher at info@stratofactory.com. Corrections will
be issued where warranted and credited to the source where appropriate.

8.8 Conflicts of interest and independence

The author and StratoFactory.com received no compensation from any vendor, advisory firm, or
other organization in connection with the preparation or publication of this briefing. The analysis
represents an independent view and is not the product of a paid engagement. Readers should
weigh independence accordingly and form their own view of the analysis on its merits.

© 2026 StratoFactory.com / Piotr Jurowiec. Independent market-research briefing. All figures are
forecasts and carry the uncertainty described in Sections 4, 7.4 and 7.6. Comments and corrections
welcome via LinkedIn or the publisher’s contact channel.
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