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DeepSeek Might Have Just Popped the AI Bubble 
For investors, this serves as both a serious wake-up call and an opportunity 

The artificial intelligence (AI) revolution has been one 

of the most compelling investment stories of the past 

decade. The promise of AI reshaping industries, 

driving efficiencies, and creating entirely new markets 

has lured billions of dollars into AI-focused ventures 

and related infrastructure.  

However, recent developments from DeepSeek – a 

cutting-edge AI firm – are challenging the foundation 

of this narrative, raising questions about the 

sustainability of the current AI ecosystem and the 

long-term outlook for key players in the market. 

Landscape: High Costs, High Barriers 

Training top-tier AI models today is prohibitively 

expensive. Companies like OpenAI and Anthropic 

reportedly spend over $100 million on compute alone, 

requiring massive data centers filled with thousands 

of GPUs, each costing upwards of $40,000. This has 

made cutting-edge AI development the domain of only 

the largest tech companies with deep pockets and 

expansive resources. 

It's akin to running a factory that requires its own 

dedicated power plant – the costs and infrastructure 

demands are astronomical, creating a high barrier to 

entry for smaller players. 

Game-Changer: Disruptive Technology 

DeepSeek recently announced a breakthrough in AI 

innovation that fundamentally alters the landscape. 

The company’s new technology slashes the cost of 

training AI models from hundreds of millions to just $5 

million – and they’ve proven it. Their models perform 

as well as, if not better than, industry benchmarks like 

GPT-4 and Claude across many tasks. The AI world 

is, to borrow a term from Gen Z, "shook." 

How Did They Do It? 

DeepSeek’s approach rethinks AI development from 

the ground up, focusing on efficiency: 

• Memory Optimization: Traditional AI models 

handle numbers with extreme precision, akin 

to writing every number with 32 decimal 

places. DeepSeek asked, "What if we just 

used 8? It’s still accurate enough." This 

innovation cuts memory requirements by 75%. 

• Selective Activation: Traditional models 

activate all 1.8 trillion parameters 

simultaneously. DeepSeek’s models, in 

contrast, have 671 billion parameters but only 

activate 37 billion at a time. It’s like having a 

large team but calling in only the experts 

needed for each task. This dramatically 

reduces computational demands. 
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Implications for the AI Ecosystem 

 

1. Lower Barriers to Entry 

DeepSeek’s innovation disrupts the idea that only 

mega-corporations can afford to play in the AI space. 

With their methods, even smaller firms can compete 

using standard GPUs instead of building billion-dollar 

data centers. 

2. Challenges for GPU Manufacturers 

This shift is particularly troubling for companies like 

NVIDIA, whose business model relies on selling high-

margin, ultra-expensive GPUs. If AI development no 

longer requires such specialized hardware, demand 

for NVIDIA’s flagship products could plummet, forcing 

the company to rethink its strategy. 

3. Potential Industry Realignment 

The democratization of AI could lead to a surge in 

innovation from smaller players, while incumbents 

may struggle to adapt to a less capital-intensive 

environment. Companies focused on energy-efficient 

and cost-effective AI models could see significant 

growth opportunities. 

Investor Takeaways 

 

• Opportunities. DeepSeek’s breakthrough 

opens doors for investors to back smaller, 

more agile firms in the AI space. Venture 

capital funds and private equity focused on 

emerging AI technologies could reap 

significant rewards as the market realigns. 

• Risks. Investors heavily exposed to GPU 

manufacturers or data-center-dependent 

companies should reassess their positions. 

The disruption caused by DeepSeek’s 

innovations could impact revenue growth and 

margins in these sectors. 

Broader Market Impact 

The potential revaluation of AI companies could ripple 

through tech-focused portfolios. Lofty valuations 

based on infrastructure-heavy AI models may no 

longer hold as the market pivots to efficiency-driven 

solutions. 

What to Watch 

 

• Adoption Rates: Will other AI developers 

adopt DeepSeek’s methods? Early adoption 

could accelerate the disruption. 

• Industry Responses: Monitor how GPU 

manufacturers and data center operators 

adapt to these changes. Partnerships, 

acquisitions, or new product launches could 

indicate strategic shifts. 

• Market Valuations: Watch for signs of a 

broader correction in AI-related stocks as 

investors digest the implications of this 

paradigm shift. 

 

Stay Informed 

 

DeepSeek’s groundbreaking innovations have 

introduced a significant wrinkle in the AI narrative. For 

investors, this serves as both a wake-up call and an 

opportunity.  

While the AI revolution is far from over, its next 

chapter may look very different from the one we’ve 

been anticipating. Staying agile and informed will be 

key to navigating this evolving landscape and 

capitalizing on the opportunities of tomorrow. 

 


