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Investors Seeking Insurance To Cover AIBets

Traders, tech bosses set hedging plays as booming market-~§ijbwe more volatile

BY GUNJAN BANERII

Wall Street placed a multitrillion- dollar bet on artificial intelligence Some investors are desperate to take the other side.

Excitement about Al’s potential to transform the economy has 11ﬁed stocks from tech heavyweights to utilities and chip makers,
while driving a speculative frenzy in other corners of the market “Some of these optnmstlc forecasts got a recent reality check,
with big and small players alike failing to meet the market s expectatlons Now investors are sizing up how to protect
themselves against the risk of a larger unraveling. '

“We’re seeing really significant demand from folks :

oking to prétect downside,” said Stephen Solaka, a senior vice president at
Gateway Investment Advisers. SR

The jitters are starting to show up in a number of ways: the XIEIdS lenders demand to finance big data-center projects and chip
purchases; the plunging stock and bond prices of some Al “neocloud” companies such as CoreWeave that are borrowing
heavily; and steep selloffs from tech darhngs including Alphabet and Intel, which just recorded some of their biggest one-day
drops ever. The tech-heavy .

Nasdagq lost 2.9% Friday, cappmglts worst month since March 2025. Late Sunday, the Nasdaq-100 marked a slight recovery,
rising more than 0.60% Investors are stepping into a new trading month headlined by U.S. elections that will determine who
controls Congress as'well'as numerous governors’ offices. Another batch of tech earnings looms.

Apple reports Mondziy, followed later in the week by chip makers AMD, Super Micro Computer and Qualcomm.
Solaka oversees portfolios for individuals who often have concentrated bets in individual stocks, including the tech giants that

have powered markets in recent years. Increasingly, he said, his clients— some of whom are former employees of those very
technology companies—are looking for something else: insurance.

“These people have made so much money, they’re quitting to hedge their stock,” Solaka said, adding that some companies have
restrictions around employees’ trades.

Investors and tech execu-tives alike are turning to options and credit-default swaps for protection.

Put options, which give investors the right to sell stock at a specific price at a future date, are growing in volume. Contracts tied
to the Core-Weave surged to the highest level on record in October and have stayed elevated, Cboe Global Markets data show.

Some of the most popular bets tied to CoreWeave have been put options expiring in 2028, paying out if the shares plunged to
$35. The shares hovered at around $55 last week.

Meanwhile, the cost to protect against a debt default in hyperséers Amazon, Alphabet, Microsoft, Meta and Oracle widened
over the past month to the highest levels going back to 2021, according to the bond data provider Solve. “There were no

exceptions, suggesting broad market concern about the sector rather than idiosyncratic credit events at individual companies,”
said Eugene Grinberg, a co-founder of Solve.

The recalibration in Oracle credit-default spreads was especially stark, widening by more than 1 percentage point.
The Al build-out is expected to grow so large that traders are cooking up other ways to hedge its risks.
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Quant trading firm Jump Trading recently launched a trading desk for computing power. The nascent operation has been taking
advantage of wide price differences across providers, the types of inefficiencies that have been tougher to come by in
mainstream markets such as stocks and options. [t has also been structuring over-the-counter derivatives, including for those
who want to hedge against a big collapse in prices going forward.

fFolks are becoming more discerning about which participants are winners and losers, and askmg tougher questions,” said Dave
Olsen, president of Jump. “People are drilling deeper into the economic models.”

Here’s how a trade would work.

A neocloud or Al infrastructure developer that rents out Nvidia chips might buy a put optlon to hedge against the possibility that
the hourly rental rates they pocket will plunge if demand drops.

It would have the right to sell that computing power at a specific price by a stated date, buffering itself from a steeper hit to
profits. Jump would agree to take the other side. Jump could also negotlate a.cash-settled contract, paying the provider in cash.
Or the trading firm could agree to rent the computing power, or find someone else to rent it to for a profit.

Ahe cost to rent Nvidia B300 chips has surged around 56% this year to $7 56 an hour, according to a Silicon Data index. Jump,
for example, could agree to buy if prices fell to $4 an hour

Olsen and his traders are scrutinizing the credltworthmess of those they cut deals with, and the likelihood that they might
default. . 2

Big exchanges and trading firms are also looking V't‘ob launch a Web of derivatives tied to computing power.
Susquehanna International Group, one of the largest trading: ﬁrms on Wall Street, has fielded interest—directly and through

intermediaries such as brokers—from data.centers and closely held neoclouds seeking to hedge their exposure to semiconductor
chips, said Nick Volbi, head of institutional prediction markets at the trading firm. If computing- power prices sank because of

decreased demand or increased supply, the trades would pay out, hedging an option buyer against losses in other parts of its
business.

That includes put option trades tied to an index, which can serve as insurance to assuage lenders at banks, he said. “I’m going to
go to a potential lender and say, ‘Hey, if I buy this structure and I get this form of insurance, can you now give me financing?
And what would that ﬁnancmg look like?’ ” Volbi said.

There has been some thm trading in prediction markets tied to data-center moratoriums in certain states. Kalshi offers trades on
which states might halt new data-center developments before 2028, including New Hampshire, Michigan and Maine. So far,
though, trades have been sparse.

Olsen said hedging strategies as a whole are still dwarfed by the Al trade. Many remain bullish. “I don’t think my house is going
to catch on fire, but I still have insurance,” Olsen said. “You don’t need to be bearish to want some insurance.”
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