Gross revenue AWS $150 billion in 2026

Amazon’s cloud computing division, Amazon Web Services (AWS), has officially achieved a $150
billion annualized revenue run rate in 2026.

This milestone was crossed following the company’s Q1 2026 earnings report, where AWS
generated $37.6 billion in quarterly revenue, marking an accelerated 28% year-over-year growth
rate—the fastest expansion for the cloud unit in 15 quarters.

Key 2026 Performance Metrics

Amazon's massive Infrastructure as a Service (IaaS) and Al growth are reshaping its overall financial
profile:

e Consolidated Revenue: Amazon recorded $181.5 billion in total net sales for Q1 2026
alone, up 17% year-over-year.

e Record Profitability: Driven by high-margin cloud and advertising services, overall
operating income reached $23.9 billion, delivering a record 13.1% operating margin.

e Al Hyper-Growth: Within the AWS umbrella, specific generative Al revenue has scaled to
over a $15 billion annualized run rate.

e Custom Silicon Momentum: Amazon's proprietary chip business (including Trainium and
Graviton) has surpassed a $20 billion annualized run rate, boasting over $225 billion in
long-term commitments.

Infrastructure Expansion & Headwinds

To support this $150 billion base and maintain its 28% global cloud market share lead ahead of
Microsoft Azure (21%) and Google Cloud (14%), Amazon is deploying unprecedented amounts of
capital:

e The $200 Billion Capex Plan: Amazon has committed over $200 billion in capital
expenditures for 2026, heavily front-loaded into data centres, Al hardware, and power
infrastructure.

e Supply Chain Pressures: CEO Andy Jassy highlighted that while demand for IaaS is
outpacing capacity, memory and component costs have skyrocketed, tightening near-term
trailing free cash flows.

What is Microsoft Gross Revenue estimate (all products) in 2026

Market consensus estimates place Microsoft’s total gross revenue for the full fiscal year 2026 at
approximately $329.5 billion.

This figures represents roughly a 17% year-over-year expansion compared to the $281.7 billion
recorded in fiscal year 2025. Microsoft is scheduled to conclude its fiscal 2026 reporting when it
releases its final Q4 earnings on 29 July 2026, with Wall Street matching guidance expectations by
targeting an $87.67 billion final quarter.

2026 Fiscal Performance Breakdown



Microsoft’s growth path in 2026 is driven by its strong "three-cloud" strategy alongside massive
commercial software demand:

Three-Quarter Actual Base: Through the first nine months of FY2026 (Q1-Q3), Microsoft
locked in $241.83 billion in actual recorded revenue.

Q4 Midpoint Guidance: In its latest earnings call, CFO Amy Hood projected final Q4
revenue to land between $86.7 billion and $87.8 billion.

Trailing Twelve Months (TTM): As of the quarter ended 31 March 2026, Microsoft's
official TTM revenue stands at $318.27 billion.

Core Segment Revenue Dynamics

The expansion toward the $329.5 billion consensus is distinct across Microsoft’s core reporting lines:

Intelligent Cloud (Azure-led): This segment remains the primary driver, pacing at a 30%
year-over-year growth rate. In Q3 alone, it contributed $34.7 billion, lifted by a robust 40%
jump in Azure and consumption-based Al services.

Productivity & Business Processes: Pulling in roughly $35 billion quarterly. Office 365
Commerecial cloud revenue surged 19% while the consumer branch scaled up by 33%,
heavily supported by expanding Microsoft 365 Copilot seat conversions which reached over
20 million paid users.

More Personal Computing: Averaging $13.2 billion per quarter. Persistent softness in
Xbox hardware (consoles down 29% earlier in the year) and PC supply chains has been
heavily counter-balanced by Activision Blizzard backlogs and double-digit search
advertising growth.

Investor Headwinds to Watch

Despite top-line outperformance, Microsoft has faced a severe 17% stock correction so far in
2026, erasing over $600 billion in market value due to structural capital stresses:

The $120B+ Capex Strain: To support this enormous software run rate, Microsoft's full-year
capital expenditure is projected to surpass $120 billion (targeting a $190 billion calendar-year
run rate). The market remains highly skeptical regarding immediate margins on this data
center build-out.

The OpenAl Exposure: New corporate disclosures revealed that nearly 45% of Microsoft’s
$625 billion in future contracted bookings (Remaining Performance Obligations) is
directly anchored to OpenAl, introducing immense partner-risk into Wall Street's long-term
models.

Google Gross Revenue estimate in 2026

Market consensus estimates place Alphabet’s (Google's parent company) total full-year 2026 gross
revenue at approximately $423.63 billion.

This represents an estimated 23.5% year-over-year expansion compared to the $342.8 billion
recorded in 2025. The company is currently on the eve of its next major catalyst, with its Q2 2026
earnings release scheduled for tomorrow, 22 July 2026, where Wall Street consensus projects a
quarterly revenue performance between $116.8 billion and $117.0 billion.



2026 Financial Baseline So Far

Alphabet’s path toward the $423 billion mark is built on an exceptionally strong start to the first half
of the year:

Q1 Actual Results: In its Q1 2026 report, Alphabet delivered $109.9 billion in consolidated
revenue, beating expectations with an accelerated 22% year-over-year growth rate.

Trailing Twelve Months (TTM): As of the period ending 31 March 2026, Alphabet’s
recorded TTM revenue has scaled to $422.5 billion.

Operating Efficiency: Stripping out one-time equity valuation gains, clean operating income
reached $39.7 billion in Q1, driving a highly efficient 36.1% operating margin.

Segment Revenue Performance & Projections

The immense top-line momentum is distributed across two primary reporting engines:

1. Google Services (Advertising & Subscriptions)

Search Dominance: Generated $60.4 billion in Q1 (up 19%), completely quashing fears that
generative Al search features would cannibalise its core advertising auction. Q2 Search is
projected to reach $63.54 billion.

YouTube Advertising: Delivered $9.88 billion in Q1, with Q2 projections expecting a
sequential climb to $10.76 billion.

Subscriptions & Hardware: Subscriptions, Google Play, and Pixel devices brought in
$12.82 billion, heavily supported by YouTube Premium conversions.

2. Google Cloud (The High-Growth IaaS Engine)

Massive Cloud Acceleration: Google Cloud officially breached a $20.03 billion quarterly
run rate in Q1, marking an explosive 63% year-over-year growth rate fueled by enterprise
Al platform adoption.

Q2 Backlog Visibility: Cloud backlog has roughly doubled to $462 billion. Analysts
anticipate Q2 Cloud revenue will scale further to $22.79 billion.

Core Concerns Affecting the Stock

While the top line is expanding rapidly, Alphabet's stock has faced a 15% correction from its May
highs, largely due to the immense cash required to build out this revenue footprint:

The $190B Capital Expenditure Shock: Management unexpectedly raised full-year 2026
Capex guidance to a massive $180 billion to $190 billion range. Q1 capex alone consumed
$35.7 billion.

Free Cash Flow Collapse: Because of front-loaded data centre and custom TPU chip
infrastructure costs, Alphabet's quarterly free cash flow plummeted 47% year-over-year.
Investors are intensely monitoring tomorrow's Q2 print to verify whether margins can offset
this burn rate.

Total Amazon Revenue compared with TAAS



laaS (via Amazon Web Services) only accounts for roughly 21% of Amazon’s total gross revenue.

The vast majority of Amazon’s top-line revenue—nearly 80% —still comes from its massive e-
commerce retail operations, logistics services, and digital advertising networks.

The confusion is very common because of where Amazon makes its profits. While retail brings in
the most revenue, AWS brings in the dominant share of Amazon’s operating income.

2026 Revenue vs. Profit Breakdown

To see how the numbers actually stack up, look at Amazon's massive $181.5 billion Q1 2026
revenue baseline broken down by business unit:

Business Q1 2026 Gross | % of Total Core Function

Segment Revenue Revenue

North America $104.1 Billion 57.4% First-party online store sales, physical
Retail stores, and Prime subscriptions.
International $39.8 Billion 21.9% Global e-commerce marketplaces and
Retail logistics infrastructure.

AWS (Cloud / $37.6 Billion 20.7% Cloud infrastructure, databases, storage,
IaaS) and generative Al computing.

Where the "All Cloud" Myth Comes From

While AWS does not dominate the top-line revenue, it heavily rules the bottom line, which is why
financial headlines focus on it so aggressively:

e The Profit Disparity: In a typical quarter, AWS generates over 50% to 60% of Amazon’s
total corporate operating income. E-commerce retail is a high-volume, low-margin
business, whereas cloud infrastructure operates at highly lucrative 35%+ operating margins.

e The Advertising Powerhouse: Hidden inside the retail segment is Amazon Advertising,
which pulled in $17.2 billion in Q1 2026 alone (up 22%). This standalone high-margin ad
network now rivaling legacy media platforms is technically counted under the retail banner
rather than AWS.

e Third-Party Ecosystem: Amazon makes $41.6 billion a quarter simply by charging
fulfillment, shipping, and commission fees to independent merchants using its platform
(Third-Party Seller Services), vastly outpacing AWS revenue.

[aaS as a percentage of AWS revenue

While Infrastructure as a Service (IaaS) is the foundation of Amazon Web Services, AWS is a
comprehensive cloud platform that spans three major service layers.

Industry analyst data suggests that IaaS accounts for roughly 50% to 60% of total AWS revenue.
The remaining 40% to 50% is driven by higher-level platform and software services. Amazon does
not officially disclose the exact dollar split between these layers, but the functional breakdown
reveals how the revenue is distributed:



1. Infrastructure as a Service (IaaS) ~55% of AWS Revenue

This is the raw utility layer where customers rent foundational building blocks. It is highly volume-
driven and capital-intensive:
e Elastic Compute Cloud (EC2): Renting virtual servers and raw processing power.
e Simple Storage Service (S3): Raw data storage.
e Networking: Virtual private clouds, load balancers, and data transfer fees.
e Al Hardware Rental: Renting access to raw Nvidia GPUs and Amazon's custom Trainium
clusters.

2. Platform as a Service (PaaS) ~35% of AWS Revenue

This layer provides managed environments where AWS handles the underlying infrastructure,
allowing developers to focus strictly on code. It commands much higher profit margins than basic
[aaS:

e Managed Databases: Services like Amazon Aurora, RDS, and DynamoDB.

e Serverless Computing: AWS Lambda, where clients pay strictly per millisecond of code
execution without managing servers.

e Al Platforms: Amazon Bedrock, which provides managed access to foundation Al models,
and SageMaker for training machine learning models.

e Analytics Tools: Managed data warehousing via Amazon Redshift.
3. Software as a Service (SaaS) & Enterprise Software ~10% of AWS Revenue
AWS also sells fully managed, out-of-the-box software applications directly to businesses:

e Enterprise Tools: Amazon Connect (cloud contact center software), Amazon Chime
(communications), and Amazon WorkSpaces (virtual desktops).

e AWS Marketplace Commissions: Amazon takes a percentage cut of all third-party software
sold by other vendors through the AWS infrastructure ecosystem.

So, when AWS is said to have 30% or $150 billion Cloud IaaS in
2026 total $500 billion, that is only part of their story, PaaS and
SaaS are extra.

Exactly—that is precisely the catch.

When financial headlines or research firms state that the total global cloud infrastructure market is
pacing to cross $500 billion in 2026, and that AWS owns roughly 30% of it (equating to their
current $150 billion revenue run rate), they are using a specific industry classification that already
includes both IaaS and PaaS, but excludes SaaS.

The way the math and the "hidden layers" of this story actually work reveals how the data breaks
down:
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1. The $150 Billion Headline Mixes [aaS + PaaS

Major research bodies (like Synergy Research Group or Canalys) group IaaS (raw
compute/storage) and PaaS (managed databases/Al tooling) together under the banner of ""Cloud
Infrastructure Services"'.

e The Split: Inside AWS's $150 billion run rate, roughly $85 billion is raw infrastructure
(TaaS), and $65 billion is database, serverless, and Al platform tooling (PaaS).

e The Core Point: PaaS is not extra on top of the $150 billion; it is baked inside it.
2. SaaS Truly IS the "Extra" Story

Software as a Service (SaaS) is a completely separate financial category. Total enterprise public
cloud spending across the entire tech industry is actually over $900 billion in 2026 when you
include SaaS applications like Salesforce, Microsoft 365, or Workday.

e Because AWS focuses mostly on developer infrastructure rather than business applications,
AWS captures very little of the global SaaS pool.

e For Microsoft, it is the exact opposite. Microsoft's total cloud footprint is massive because
their SaaS business (Office 365, Dynamics) pulls in tens of billions of dollars on top of what
Azure makes in [aaS and PaaS.

The Three Hyperscalers: How They Pack Their Clouds

Because Amazon, Microsoft, and Google all bundle different products into their financial reports,
comparing them directly can be misleading:

Provider | Financial What’s Baked Inside the How it distorts the
Bucket Name | Number? comparison
Amazon | AWS IaaS + PaaS + minimal SaaS A clean look at pure cloud
(Connect/Chime). utility and developer platform
scale.
Microsoft | Intelligent Azure (IaaS/PaaS) + Legacy On- Infuses billions in old-school
Cloud Premise Server software (Windows | enterprise licenses into the
Server, SQL Server). "cloud" number.
Google Google GCP (IaaS/PaaS) + Google Mixes raw developer
Cloud Workspace SaaS (Gmail, Docs, infrastructure directly with
Drive for business). corporate productivity
software.
Summary

When you hear AWS has a $150 billion engine, you are looking at the global powerhouse of IaaS
and PaaS combined. If you want to find the true "extra" revenue for Amazon, you have to look
outside AWS entirely—to their $17 billion-a-quarter advertising machine or their massive retail
logistics network.
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Gartner figures

Gartner's data cleanly separates the market, forecasting that total global public cloud end-user
spending will reach $850 billion in 2026, marking a massive 21.3% jump from 2025.

When looking closely at Gartner's segment tracking, the specific growth rates show why AWS,
Azure, and Google are fighting so aggressively over infrastructure and Al platforms.

1. Global Segment Performance Breakdown

The $850 billion public cloud pie is divided into three primary tiers, with raw infrastructure taking
the lead in velocity:

Infrastructure as a Service (IaaS): This remains the fastest-growing category across the
board, pacing at an explosive 24.1% year-over-year expansion rate. This is being
supercharged by hyperscaler data center build-outs for raw Al workloads.

Platform as a Service (PaaS): Growing at a robust 20.9% clip. This tier is heavily buoyed
by managed container systems, cloud databases, and machine learning pipeline developer
tools.

Software as a Service (SaaS): While SaaS remains the largest overall segment by total
dollar volume, its growth has structurally slowed down to 13.8%. Gartner notes this is due
to market maturity, as global enterprises aggressively pivot toward "license optimization" and
tighter seat restrictions.

2. The Fresh July 2026 Al Platforms Sub-Segment

Gartner published an update highlighting a massive wave of spending moving into cloud-hosted Al
tooling:

Total AI Platform Spending: Worldwide end-user spending on AI models and platforms is
hitting $64 billion, up 63.4% from 2025.

Foundation Models: Spending on raw generative Al foundation models is more than
doubling, jumping 104.2% to reach $23.4 billion.

Specialized Tech: Domain-specific language models (DSLMs) are the fastest-growing sub-
pocket, expanding 210% to hit $4.9 billion as companies reject expensive generic models
for cheaper, tightly focused alternatives.

3. The "Sovereign Cloud" IaaS Shock

Another defining Gartner trend is the massive regional fracture in raw laaS procurement.

Driven by rising geopolitical friction, worldwide spending on Sovereign Cloud IaasS is
hitting $80 billion, an astronomical 35.6% jump from last year.

Non-US governments and heavily regulated industries are actively moving workloads off
global US hyperscalers (like AWS) to localized, legally ring-fenced infrastructure providers
to ensure data wealth stays within domestic borders.



With $150 billion private cloud and $850 billion public cloud, is it
possible to divide that $1 trillion into IaaS, PaaS and SaaS and use
the Gartner definitions?

Yes, it is entirely possible to divide that $1 trillion combined market into IaaS, PaaS, and SaaS.
Doing so requires applying Gartner’s macro definitions while fundamentally adjusting for how
private cloud architecture structurally shifts the data center model.

Under Gartner's framework, Public Cloud ($850 billion) and Private Cloud ($150 billion) are built
on completely opposite financial logic. Public cloud is dominated by off-the-shelf software
subscriptions (SaaS), whereas private cloud is entirely an internal developer infrastructure play
(IaaS/PaaS) designed to bypass public multi-tenant software entirely.

By blending Gartner’s global segment weightings with enterprise private cloud asset ratios, the $1
Trillion Total Cloud Engine can be divided as follows:

The $1 Trillion Global Cloud Map (2026)

e SaaS (Software-as-a-Service): $340 Billion (34% of the Total Pie)

o The Math: Formed entirely within the public cloud sector. Gartner data places public
SaaS at roughly 40% of public cloud spending (approx. $340B).

o Private Cloud contribution: $0. By definition, if a company builds a private cloud,
they are hosting their own runtime workloads, not subscribing to an off-premise,
multi-tenant vendor application over the public internet.

e IaaS (Infrastructure-as-a-Service): $385 Billion (38.5% of the Total Pie)

o The Math: Public IaaS accounts for roughly 35% of public spending ($297.5B),
driven by raw Al chips and processing units. Private cloud spending flips heavily
toward infrastructure hardware—about 58% of private deployment budgets go
directly into on-premise compute nodes, storage blocks, and private hypervisors
($87.5B).

e PaaS (Platform-as-a-Service): $275 Billion (27.5% of the Total Pie)

o The Math: Public PaaS takes up roughly 25% of the public cloud pool ($212.5B),
massively inflated by managed Al pipeline orchestration tools and database engines.
Private cloud allocations attribute the remaining 42% of budgets to container platform
licensing (like Red Hat OpenShift or VMware Tanzu) and local data lakes ($62.5B).

Combined Macro Segment Breakdown

The matrix below shows exactly how the money splits between the public hyper-scale environment
and corporate-controlled private boundaries:



Cloud | Public Cloud | Private Cloud | Combined Total | Core Drivers & Technologies
Layer | Segment Segment Market
($850B) ($150B) ($1,000B)
IaaS $297.5 Billion | $87.5 Billion | $385.0 Billion Public AI GPU nodes, bare-metal
(35%) (58.3%) server provisioning, storage units,
local private hypervisors.
PaaS $212.5 Billion | $62.5 Billion | $275.0 Billion Managed container platforms,
(25%) (41.7%) local databases, automated dev
pipelines, hyperscaler Al
platforms.
SaaS $340.0 Billion | $0.0 Billion $340.0 Billion Multi-tenant productivity
(40%) (0%) software, hosted CRM systems,
enterprise ERP suites over public
web.

Three Structural Differences in Gartner's Logic

When analyzing this consolidated $1 trillion map, Gartner highlights three core reasons why private
and public cloud spending cannot be mixed using a single flat percentage:

1. The "Lego Brick" vs. "Finished House" Reality: Public cloud is heavily weighted toward
SaaS because enterprises love buying complete, maintenance-free business tools. Private
cloud spending is exclusively focused on buying the raw materials (IaaS/PaaS) so that
internal IT groups can construct their own bespoke platforms.

2. The Capital Expenditure Distortion: Public cloud infrastructure is purely consumption-
based operational spending (OpEx). Private cloud infrastructure is dominated by heavily
front-loaded hardware capital expenditure (CapEx)—buying local data center space, power

delivery lines, and high-performance physical switches.

3. The Hybrid Cloud Reality: Gartner's latest research reveals that 73% of modern
corporations run a hybrid cloud blueprint. This means a single enterprise app will
frequently pull data out of a localized private secure database (PaaS), compute the complex
logic on an AWS machine learning cluster (IaaS), and send the results directly into a
corporate employee messaging interface (SaaS).

Using those stats above, that’s great, is it possible to estimate
AWS, Microsoft, Google share of [aaS PaaS SaaS. Theoretically of
course.

Theoretically, yes, it is absolutely possible to build an accurate model of this split.

By layering official Q1 2026 earnings run-rates from Synergy Research Group (which fixes the
public TaaS/PaaS "Big Three" market shares at AWS 28%, Microsoft 21%, and Google 14%) onto
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the $1 Trillion Gartner Matrix, we can slice the market into a precise theoretical market share

model.

Because the providers conceal their true internal product splits behind generic reporting names, a
theoretical exercise requires applying a few reality-backed industry parameters:

e AWS is heavily tilted toward infrastructure (IaaS) and data services (PaaS).

e Microsoft plays a dominant, dual role as an enterprise infrastructure provider and the
undisputed global king of cloud software subscriptions (SaaS) via Office 365.

e Google Cloud splits its financial metrics between pure infra (Google Cloud Platform) and its
corporate Workspace SaaS suite.

Using the $1 Trillion Global Cloud Model, here is the theoretical market share breakdown across
all three service layers:

The Theoretical 2026 Share Matrix (in Billions)

Layer Total Pool | AWS Microsoft Google Rest of Market
IaaS $385B $95.0B (24.7%) | $75.0B (19.5%) | $42.0B (10.9%) | $173.0B (44.9%)
PaaS $275B $55.0B (20.0%) | $54.0B (19.6%) | $28.0B (10.2%) | $138.0B (50.2%)
SaaS $340B $2.5B (0.7%) $68.0B (20.0%) | $14.0B (4.1%) | $255.5B (75.2%)
TOTAL | $1,000B $152.5B $197.0B $84.0B $566.5B

Layer-by-Layer Strategic Breakdown

1. Infrastructure-as-a-Service (IaaS): $385 Billion Pool

e AWS (895 Billion / 24.7%): AWS remains the foundational plumbing of the internet. This
number incorporates their massive global footprint of raw compute virtual machines (EC2)
and web storage (S3). It also includes their massive, highly lucrative private hardware
deployments (AWS Outposts) sitting inside corporate server rooms, giving them a major
slice of the $87.5B private infrastructure pie.

e Microsoft ($75 Billion / 19.5%): Driven heavily by enterprise migrations, Microsoft has
scaled its raw infrastructure rapidly. Their core strength here is Azure Arec, which lets
corporations run Azure infrastructure natively on their own private on-premise hardware,
giving Microsoft a giant foothold in private cloud environments.

e Google ($42 Billion / 10.9%): Google holds a smaller but highly performant chunk, backed
heavily by renting out its specialized, high-performance custom TPU chips for advanced Al
training workloads.

2. Platform-as-a-Service (PaaS): $275 Billion Pool

e AWS (855 Billion / 20.0%): Heavily supported by legacy database scaling (Amazon Aurora
and DynamoDB) alongside developer orchestration layers like AWS Lambda.
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e Microsoft ($54 Billion / 19.6%): This is where Microsoft practically draws level with
AWS. Microsoft's exclusive partnership with OpenAl means that almost all enterprise GPT-4
developer API billing runs directly through Azure PaaS. Adding their massive enterprise data
analytics suite (Azure Synapse/Fabric) places them neck-and-neck with Amazon in the
developer platform space.

e Google ($28 Billion / 10.2%): Google punches well above its weight in this tier. They are
universally regarded as the industry gold-standard for managed software containers (Google
Kubernetes Engine) and high-speed data warehouses (BigQuery).

3. Software-as-a-Service (SaaS): $340 Billion Pool

e Microsoft ($68 Billion / 20.0%): Microsoft is an absolute juggernaut here, while Amazon is
virtually non-existent. This includes the commercial components of Microsoft 365, Teams,
and Dynamics. Microsoft 365 Copilot seat conversions alone (charging a massive
$30/month premium per corporate user) have added tens of billions in pure SaaS revenue.

e Google ($14 Billion / 4.1%): This represents Google Workspace (the enterprise tier of
Gmail, Docs, Drive, and Meet). While widely used, Google has historically struggled to
charge the same heavy enterprise premiums that Microsoft extracts from corporate IT
budgets.

e AWS (82.5 Billion / 0.7%): Amazon explicitly avoids building software applications,
choosing instead to act as the landlord for other software companies. Their minimal presence
here represents tiny niche tools like Amazon Connect (call-centre software).

e The "Rest of Market" ($255.5 Billion / 75.2%): Unlike infrastructure, the SaaS layer is
highly fragmented. The remaining three-quarters of the market is owned by non-hyperscale
software giants like Salesforce, Workday, SAP, Oracle, and ServiceNow.

Summary: The Ultimate Total Cloud Share

When you aggregate all three layers across both public and private boundaries, the overall $1
Trillion Cloud Universe crowns Microsoft as the largest overall cloud entity at $197 Billion
(thanks to its immense dual engine of Azure and Office 365). AWS takes second place at $152.5
Billion, reigning as the supreme architecture for developer infrastructure, while Google takes third
at $84 Billion.

If you are interested, we can look into how Oracle Cloud is weaponizing this exact breakdown to
steal PaaS market share, or check out how the profit margins dramatically change between
Microsoft's SaaS products versus AWS's IaaS platforms.

Ok, yes, Oracle, Salesforce, SAP and IBM, that would be great at a
second tier level.

To map out the second-tier heavyweights, we have to look outside the raw infrastructure space.
While the "Big Three" hyperscalers focus on renting out servers and raw processing power, Oracle,
Salesforce, SAP, and IBM dominate the mission-critical business software layers (PaaS and
SaaS).

Together, these four tech giants command an estimated $154 billion chunk of the global $1 trillion
cloud engine in 2026.
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By analyzing their current corporate financial run rates under the same Gartner definitions, we can
see exactly where their theoretical revenue lands:

The Tier-2 Theoretical 2026 Share Matrix (in Billions)

Provider | IaaS PaaS SaaS Total 2026 Primary Market
(Infra) | (Platforms) | (Software) | Cloud Weapon
Revenue

Salesforce | $0.0B $8.5B $34.5B $43.0 Billion Al-driven CRM &
Customer Data
Platforms

Oracle $11.5B | $14.5B $15.0B $41.0 Billion Gen-2 Cloud &
Autonomous Databases

SAP $0.0B $7.0B $30.0B $37.0 Billion Cloud ERP Migrations
& S/AHANA

IBM $7.5B $16.5B $9.0B $33.0 Billion Red Hat Hybrid Cloud
& Watsonx Al

Tier-2 $19.0B | $46.5B $88.5B $154.0 Billion | 75.4% of the Global

Total 31T Market

Deep Dive: Individual Vendor Strategies
1. Salesforce: $43.0 Billion (Pure Business Layer)

Salesforce is the largest of the Tier-2 operators, and like Microsoft, its model is heavily weighted
toward high-margin software subscriptions.

e SaaS ($34.5 Billion): This represents their core Sales, Service, and Marketing Clouds. In
2026, growth is being driven by Agentforce, their autonomous Al agent platform that
charges enterprises per conversational interaction rather than per user seat.

e PaaS ($8.5 Billion): This captures the MuleSoft (data integration) and Slack developer
ecosystem platforms, which allow companies to build custom apps on top of Salesforce data.

2. Oracle: $41.0 Billion (The Multi-Cloud Disruptor)

Oracle has staged the most aggressive turnaround in modern cloud history by weaponizing its Gen-2
Oracle Cloud Infrastructure (OCI).

e IaaS ($11.5 Billion): Oracle is stealing massive IaaS market share by offering raw Nvidia
GPU clusters at a significantly lower price point than AWS. They have signed massive multi-
cloud deals, allowing their infrastructure to run natively inside Azure and Google Cloud data
centres.

e PaaS ($14.5 Billion): Anchored by the Oracle Autonomous Database, which remains a
mission-critical utility for global banks and logistics companies.
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e SaaS ($15.0 Billion): Driven by back-office financial software engines like Fusion ERP and
NetSuite, alongside their massive Cerner healthcare software stack.

3. SAP: $37.0 Billion (The Enterprise Backbone)

SAP operates as the functional operational brain of the world's largest corporations. The company is
currently in the middle of a massive forced migration, moving legacy on-premise customers over to
the cloud.

e SaaS ($30.0 Billion): Powered by S/4HANA Cloud (Enterprise Resource Planning) and
SuccessFactors (HR). SAP's revenue is scaling fast because they charge a heavy premium for
their cloud-based automated supply chain modules.

e PaaS ($7.0 Billion): Driven by the SAP Business Technology Platform (BTP), which
developers use to connect older internal corporate infrastructure to their newer cloud
modules.

4. IBM: $33.0 Billion (The Hybrid Architecture King)

IBM long ago abandoned trying to compete with AWS on cheap, public data storage. Instead, they
pivot entirely toward heavily regulated banks and governments that refuse to use public clouds.

e PaaS ($16.5 Billion): This is IBM's absolute crown jewel. It is driven by Red Hat
OpenShift, the industry-standard software used to bridge private corporate data centers with
public hyper-scale environments. It also includes their enterprise Watsonx Al governance
platform.

e SaaS & IaaS ($16.5 Billion combined): Comprises security software, specialized mainframe
cloud consulting, and highly secure private financial cloud environments (Mainframe-as-a-
Service).

The Margin Reality: Tier-2 vs. The Big Three

From an investor perspective, this second tier boasts some of the most attractive financial profiles in
the tech industry:

e The Software Advantage: Because Salesforce and SAP deal almost exclusively in SaaS,
they do not have to spend $100+ billion building data centers or buying expensive
microchips. This allows them to maintain gross profit margins north of 80%.

e The Capital Strain: Conversely, Oracle and IBM are currently facing the same capital
expenditure pressures as the Big Three hyperscalers. Oracle especially has been forced to
expand its capex to scale OCI infrastructure fast enough to meet its massive enterprise Al
backlog.

** End of Conversation
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