Oracle's AI infrastructure funding sparks credit market concerns amid high leverage and diverging industry approaches
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The torrent of corporate bond issuance to fund artificial intelligence infrastructure has exposed divergent financing philosophies among the technology giants , and left Oracle particularly vulnerable. According to the original report, hyperscalers issued $121 billion of bonds in 2025, more than four times the five‑year average, while Oracle alone raised $61.5 billion between 2022 and 2025 to finance acquisitions and a rapid AI buildout. [1]
Oracle’s embrace of heavy, on‑balance‑sheet borrowing coincided with a high‑profile partnership with OpenAI that initially brightened investor sentiment but has not, so far, translated into proportionate revenue growth. The company reported record remaining performance obligations (RPO) of $523 billion, yet analysts noted that bookings missed some expectations and that revenue and operating income lagged street forecasts. Oracle’s management has argued the company will need “substantially less” capital than outside estimates to achieve its goals, citing customer‑supplied chips and vendor rental models as partial offsets to upfront spending. Reuters reported that CEO Clay Magouyrk and chairman Larry Ellison flagged such alternative financing approaches around the company’s December earnings. [1][2]
Credit markets have reacted sharply. Despite official ratings of Baa2 from Moody’s and BBB from S&P, secondary market pricing and credit default swap spreads widened markedly after Oracle disclosed unexpectedly high capital expenditure guidance , an extra $15 billion for fiscal 2026, lifting total CapEx guidance to $50 billion. Barclays cut its view of Oracle debt to underweight and warned it could fall to BBB‑, and market instruments priced the company closer to junk levels in late 2025. Reuters and the lead analysis both highlighted the post‑earnings share selloff and investor concern over sustainability. [1][2]
The leverage picture helps explain that market nervousness. Oracle’s reported $100 billion of total debt sits against a roughly $20 billion equity base, producing a debt‑to‑equity ratio many times higher than its cloud peers. By contrast, Microsoft and Alphabet carry substantially more equity and have far lower ratios despite similar or larger absolute debt loads. Industry filings and company reports show Oracle’s equity position constrains its ability to absorb prolonged negative free cash flow as it scales AI infrastructure. [1]
Rating agencies reflect the dilemma but offer differing near‑term judgments. Moody’s affirmed Oracle’s Baa2 rating but moved the outlook to negative, pointing to sustained elevated leverage and negative free cash flow risks as AI buildout progresses. Fitch has at the same time maintained a BBB rating with a stable outlook, noting the company’s multi‑year contracts with large customers and forecasting EBITDA leverage peaking in fiscal 2026 before improving as AI revenues ramp. Those assessments underline a central conditionality: ratings assume the infrastructure investments will yield meaningful future cash flow, not simply prolong higher leverage. [6][7]
Part of the problem is concentration risk: projections cited in the lead analysis suggest OpenAI could account for as much as a third of Oracle’s revenue by 2028 if contracted volumes materialise, leaving Oracle exposed if OpenAI shifts providers or faces its own funding constraints. Barclays analysts highlighted this counterparty risk, stressing that a reversal or diversification by large customers would quickly create a revenue shortfall for Oracle. [1]
Other hyperscalers have largely avoided loading equivalent debt onto corporate balance sheets by using third‑party funds and joint ventures to finance capacity. The Microsoft‑BlackRock AI Infrastructure Partnership (AIP), expanded with participants such as Nvidia and xAI, channels debt at the fund or SPV level , notably the $40 billion Aligned Data Centers acquisition , leaving most leverage off Microsoft’s 10‑K. Meta’s Blue Owl Capital deal for the Hyperion project is another exemplar: Meta retains a minority equity stake, receives a $3 billion cash payout, and keeps approximately $27 billion of SPV debt off its corporate balance sheet while securing a long‑term lease. Reuters and other reporting show how these structures transfer leverage to investors and private credit vehicles rather than to the technology companies themselves. [5][3][1]
That balance‑sheet arbitrage is not merely academic. It preserves credit flexibility for companies like Microsoft and Meta while still providing large-scale access to AI‑optimised facilities. Oracle’s willingness, by contrast, to underwrite the buildout directly increases its refinancing risk: analysts at Barclays warned that, absent a material change in cash generation or funding terms, Oracle could face acute financing pressure by late 2026. The company has pointed to innovative procurement and customer‑aligned models to reduce cash intensity, but rating agencies and bond markets are treating the outcome as uncertain. [1][2][7]
The broader market shows private capital and infrastructure funds rapidly mobilising to meet AI demand, often using high levels of fund‑level debt. Deals such as ACS and BlackRock’s €2 billion data centre JV and the widespread activity by private equity and asset managers underscore that most new capacity is being financed in vehicles structured to contain leverage outside corporate accounts. Industry data and recent transactions suggest investors are willing to accept fund‑level risk for predictable, contracted cash flows from large cloud customers, while corporate treasuries increasingly favour preserving their own balance‑sheet health. [4][5]
For Oracle, the path forward will hinge on execution of revenue conversion from RPO into sustainable cash flow, management’s ability to deploy alternative financing with partners and customers, and the company’s capacity to manage refinancing risk without diluting equity further or accepting punitive borrowing costs. The choice between carrying debt on the corporate balance sheet or shifting it into third‑party structures has immediate consequences for ratings, bond pricing, and strategic optionality , and in Oracle’s case, the market currently doubts whether the balance is sustainable. [1][6][7]
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