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Disclosures
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Unless otherwise indicated, the views expressed in this presentation are those of ICONIQ (“ICONIQ” or the “Firm”), are the result of proprietary research, may be subjective, and may not be relied upon in making 
an investment decision. Information used in this presentation was obtained from numerous sources. Certain of these companies are portfolio companies of ICONIQ. ICONIQ does not make any representations or 
warranties as to the accuracy of the information obtained from these sources.

This presentation is for educational purposes only and does not constitute investment advice or an offer to sell or a solicitation of an offer to buy any securities in connection with any investment fund or investment 
product that ICONIQ sponsors.  Any such offer or solicitation will only be made pursuant to definitive offering documents and subscription agreements.

Any reproduction or distribution of this presentation in whole or in part, or the disclosure of any of its contents, without the prior consent of ICONIQ, is prohibited.

This presentation may contain forward-looking statements based on current plans, estimates and projections. The recipient of this presentation (“you”) is cautioned that a number of important factors could cause 
actual results or outcomes to differ materially from those expressed in, or implied by, the forward-looking statements. The numbers, figures and case studies contained in this presentation have been included for 
purposes of illustration only, and no assurance can be given that the actual results of any ICONIQ portfolio company will correspond with the information contained in this presentation. No information is included 
herein with respect to conflicts of interest, which may be significant. The portfolio companies and other parties mentioned herein may reflect a selective list of the prior investments made by ICONIQ.

Certain of the economic and market information contained herein may have been obtained from published sources and/or prepared by other parties. While such sources are believed to be reliable, none of ICONIQ 
or any of its affiliates and partners, employees and representatives assume any responsibility for the accuracy of such information.

All of the information herein is presented as of the date made available to you (except as otherwise specified), and is subject to change without notice, and may not be current or may have changed (possibly 
materially) between the date made available to you and the date actually received or reviewed by you. ICONIQ assumes no obligation to update or otherwise revise any information, projections, forecasts or estimates 
contained in this presentation, including any revisions to reflect changes in economic or market conditions or other circumstances arising after the date the items were made available to you or to reflect the 
occurrence of unanticipated events. Numbers or amounts herein may increase or decrease as a result of currency fluctuations.

For avoidance of doubt, ICONIQ is not acting as an adviser or fiduciary in any respect in connection with providing this presentation and no relationship shall arise between you and ICONIQ as a result of this 
presentation being made available to you.

ICONIQ is a trading name of ICONIQ Partners (UK) LLP. ICONIQ Partners (UK) LLP (Registration Number: 973080) is an appointed representative of Kroll Securities Ltd. (Registration Number: 466588) which is 
authorised and regulated by the Financial Conduct Authority. ICONIQ Partners (UK) LLP is a limited liability partnership whose members are ICONIQ Capital (UK) Ltd, Seth Pierrepont and Lou Thorne, and it is 
registered in England and Wales and has its registered office at 127 Charing Cross Road, 5th Floor, London, WC2H 0EW. ICONIQ Partners (UK) LLP acts as an adviser to ICONIQ Capital LLC.

These materials are provided for general information and discussion purposes only and may not be relied upon. This material may be distributed to, or directed at, only the following persons: (i) persons who have 
professional experience in matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FP Order”), (ii) high-net-worth entities 
falling within Article 49(2) of the FP Order, and (iii) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “FPO Relevant Persons”). Persons who are 
not FPO Relevant Persons must not act on or rely on this material or any of its contents. Any investment or investment activity to which this material relates is available only to FPO Relevant Persons and will be 
engaged in only with FPO Relevant Persons. Recipients must not distribute, publish, reproduce, or disclose this material, in whole or in part, to any other person.

Copyright © 2026 ICONIQ Capital, LLC. All Rights Reserved.
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Why this year’s report moves beyond aggregate benchmarks

3

Each year, our annual growth and efficiency report examines how topline growth and operational efficiency are evolving 
across the software landscape. Historically, we have focused on aggregate performance and broader market trends over time.

This year we took a different approach – because the historical and the aggregate only tell part of the story.

A few years into the AI era, we see a new class of companies redefining what good looks like in today’s operating environment. 
The result is a widening gap between top-quartile growth, AI-forward companies and incumbent software companies, with 
performance increasingly separating into two distinct groups.

The Great Sorting has begun and not all companies may make it to the other side.

This report focuses on some of the exceptional companies we see working to define a new standard of what it takes to not just 
survive but succeed in today’s environment – what leading operators are doing differently, the choices enabling outlier 
performance, and the bottomline tradeoffs behind that growth.
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This study summarizes quarterly 
operating and financial data from 137 
software companies, including our 
portfolio companies (where data was 
available) and 11 public companies 
selected based on our IPO 
performance criteria1.

Companies
Included

4

Portfolio Companies
Private2 Public3

Select public companies1

(non-portfolio)

1 See our IPO performance criteria in The Methodology section (page 5)
2 Three companies not disclosed herein due to confidentiality obligations, or the issuer has not provided permission for ICONIQ to disclose publicly
3 Includes portfolio companies that were acquired by public companies
Trademarks are the property of their respective owners. None of the companies illustrated have endorsed or recommended the services of ICONIQ
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All views included have been aggregated or anonymized to protect the data privacy 
of individual companies.

Pacesetters
We defined the Pacesetters as top-quartile growth, AI-forward  
companies with the following criteria:
1. ARR or run-rate growth: Top-quartile ARR or revenue run-rate 

growth from the past 3 years within each ARR scale bucket across 
<$10M, $10-$25M, $25-$100M, and $100M+

2. AI-Category: 
• AI-Native: Companies whose core product or business 

model is fundamentally created on foundation models
• AI-Driven: Software companies that have embedded AI 

across their core product suite while also developing 
standalone AI offerings

Methodology & Data Sources1

1 The conclusions of this study represent the views of the ICONIQ Venture and Growth Portfolio Analytics team and are not intended to serve as an analysis of the value, viability or health of any individual company or group of companies, and should not be 
used to make any decision about whether to invest in any company or group of companies, including through a private fund
2 All portfolio data as of Q2 2026, where available
3 Public filings information as of  Q2 2026, where available
4 Refer to page 4 for the list of select public companies included; these criteria are not applied to the broader public company dataset used in the “State of the Public Market” section 5

N-sizes2

Each datapoint (n) represents a single fiscal quarter of data per company included, not the number of individual 
companies. A given company’s quarterly datapoints can be included multiple times in aggregated views (for 
example, by ARR scale) where we have more historical data.

Select Public Companies4

The dataset includes 11 public companies that are not (and have not previously been) our venture and growth 
portfolio companies. All data was collected from public filings information3. These companies were categorized 
as top public performers because they ranked in the top quartile in two or more of the following criteria:

1. Indication of Success of IPO: Forward Revenue Multiple at IPO

2. Indication of Success Post-IPO: Current Forward Revenue Multiple as of 7/31
3. Indication of Value Creation: Ratio of Change in Market Capitalization Since Day 1 Close vs. Market (S&P) as of 8/25

Additional Data Sources
Where noted, we have supplemented our core analysis with various proprietary ICONIQ surveys and publicly 
available information. These sources include:
1. ICONIQ Annual Growth Operating Trends Survey (Feb 2026), n = 38

2. ICONIQ Enterprise Buyers of AI-powered Software Survey (Jun 2026), n=132
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Firmographics

1 Location of company headquarters; many companies included have international operations 6

The companies in the core analysis represent a mix of sectors and business 
models that we feel are highly representative of the overall software 
market. Firmographic charts show the percent of companies included in 
the analysis by category.

By Sector By ARR or Revenue Range By Location1

By Target CustomerBy Current Ownership

24% 

76% 

Public

Private

23% 

17% 

16% 

21% 

22% 

$200M+

$100-$200M

$50-$100M

$25-$50M

<$25M

1%

7%

11%

11%

14%

14%

19%

24%

Consumer

Data & Analytics

Collaboration & Workflow

Healthcare

Vertical SaaS

Fintech

Infrastructure & Security

Operations & GTM

8% 

25% 

67% 

Consumer

SMB to Mid-Market

Mid-Market to
Enterprise

2% 

9% 

23% 

24% 

42% 

APAC

Europe

Other North America

Northeast US

Bay Area

22% 

25% 

30% 

24% 

100%+

50-100%

25-50%

<25%

By ARR or Revenue Growth Rate

A subset of these companies has been identified as Pacesetters
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Source: ICONIQ portfolio quarterly operating and financial data from the companies included; public company filings and transcripts; S&P Capital IQ; Silicon Data; Ramp AI Index, business spend data from Ramp
1 Leading public software companies represent the top-15 NTM revenue multiple cohort in Q2 2026, which was selected from a dataset of select public enterprise software companies that IPO’d between 2013 and 2025 8

Executive Summary

p.11 →

State of the Public Market

Across the broader market, the software index declined 3% over the past year, 
underperforming every other sector, while semiconductors gained 47% on AI-driven 
compute demand.

Within software, no sub-sector has been immune to AI disruption. However, high-
growth companies (primarily infrastructure and security) have benefited from the AI 
tailwinds, with NTM revenue multiples rebounding from ~7x in Q1’26 to 9.2x in Q2’26.

As growth becomes harder to sustain, FCF margin is re-emerging as a valuation driver. Its 
correlation with multiples has strengthened for the first time in ~2 years, reflecting 
rising expectations on delivering measurable efficiency gains.

Part of these rising expectations on efficiency is driven by increased AI adoption. The 
share of U.S. businesses paying for AI products and services rose from 7.5% in January 
2023 to 50% + by July 2026. Some of the immediate effects are already showing up in the 
public software market, where several companies have reduced headcount by 10-20% 
this year.

In addition to AI adoption, the leading1 public software companies are increasingly 
prioritizing AI unit economics. The share of revenue / monetization mentions tripled in 
public earnings calls from 5% in Q2 2025 to 15% in Q2 2026.

Public Market 
Forward Revenue 
Multiple 20%+ 
YoY Growers

Public Market 
Forward Revenue 
Multiple <20% 
YoY Growers

8.1x
9.8x

8.3x
9.2x

11.2x
9.9x

9.0x
11.5x

9.0x
11.5x 12.4x

9.9x

6.9x

9.2x

4.7x 4.6x 4.6x
5.7x 5.2x 4.4x 4.6x

5.5x 4.7x 4.4x 4.6x 4.0x
3.0x 2.7x

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2023 2024 2025 2026

Public Software Revenue Multiples
Median, EV / NTM Revenue, Public Enterprise Software Companies

Share of U.S. businesses with paid subscriptions to AI models, platforms, and tools
Monthly Measurement

Ramp AI Index

7.5%

55.7%

Jan'23 Jul'23 Jan'24 Jul'24 Jan'25 Jul'25 Jan'26 Jul'26
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20262026

(81%)
(51%) (51%) (51%) (44%)

(247%)

3% 8% 11% 13% 14% 8% 

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters

Source: ICONIQ portfolio quarterly operating and financial data from the companies included 9

Executive Summary

The Great Sorting: A New Standard

In the age of AI, a new class of companies is working to redefine expectations around 
scaling revenue. Even among Pacesetters, category leaders are reaching $100M ARR in 
just 1-3 years, setting a new standard for what top-quartile performance looks like in 
today’s operating environment.

This outperformance is largely driven by new logo ARR, which accounts for 70%+ of 
gross new revenue, while other companies are relying more heavily on expansion as 
their primary growth lever.

These Pacesetters are financing that edge with a deliberate margin trade. While FCF 
margins continue to improve year-over-year, Pacesetters <$100M ARR remain roughly 
5.6x more unprofitable than peers.

On aggregate, while OpEx as a share of revenue has declined in the past few years, 
Pacesetters are also still investing well ahead of scale, spending 284% of revenue on 
OpEx versus 124% for others, with much of the gap concentrated in S&M.

Despite high spend at earlier stages, Pacesetters with $100M+ ARR maintain a sub-1x 
burn multiple in 2026, showing superior revenue ROI per dollar spent compared to 
peers at scale.

p.23 →
Quarters from $1M to $100M: Ending ARR or Revenue

Median

<$100M $100M+

FCF Margin
Median by ARR Range and Year

$100M

$1M

Pacesetters
Top-quartile growth, AI-forward companies

Other Software Companies

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22

AR
R 

or
 R

ev
en

ue

Quarters
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Executive Summary

AI as the Operating Layer
p.40 →

$139
$196 $203

$149
$201

$229
$265 $290$315

$398

$488 $478

2022-2023 2024 2025 2026

$10-$25M

$25-$100M

$100M+

ARR or Annualized Revenue per FTE ($K)
Top Quartile by ARR Range and Year

(6%) (5%)
4% 

2% 

17% 12%
18%

6%

47%
38%

46%
34%

119%

65%

115%

146%

2022-2023 2024 2025 2026

25%-50%

50%-100%

100%+

<25%

YoY ARR or 
Revenue Growth

YoY Headcount Change %
Median by ARR or Revenue Growth and Year

Regardless of performance profile, what ties all these companies together is AI 
deployment and the efficiency gains that come with it. As of early 2026, 70%+ of 
employees across ICONIQ portfolio companies are, on average, daily active users of AI 
tools.

Greater AI usage is contributing to rising ARR per FTE across most revenue bands in the 
past few years. In particular, top-quartile $25M-$100M companies are seeing a 
continued uptick in productivity from 2025 to 2026.

This is reinforced by more measured headcount growth overall. The exception is 
companies growing 100%+ with median headcount growth of 146% in 2026 versus 115% 
in 2025.

Despite these different headcount growth patterns, functional headcount mix remains 
largely unchanged, suggesting that while AI is improving productivity, it has not yet 
meaningfully reshaped operating models.
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47% 
42% 

27% 
18% 

9% 7% 
2% 2% 

(3%)

Semiconductor Energy Health Care Industrials Financials Consumer
Staples

Consumer
Discretionary

Utilities Software

Source: S&P Capital IQ; Trailing 1-year relative price performance based on daily price return index values and CapIQ’s Relative (%) view as of 8/26/2026 12

Across the broader market, the software index fell 3% over the past year, trailing every other sector, while 
semiconductors led with a 47% gain, driven by the compute demand from AI frontier labs

State of the Public Market

S&P 500 Industry Indices: LTM Relative Share Price Performance
Price Change (%), Index Value

While the broader 
software category 
has been challenged 
over the past year, 
recent earnings have 
shown some course 
correction from the 
broad rerating 
earlier in the year.
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9.4x

5.9x

7.0x

3.9x

6.2x

2.7x

4.2x

2.5x

4.9x

2.3x

6.4x

2.1x

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2024 2025 2026

Infrastructure & Security 
has remained more 
resilient than other 
software categories, 
supported by continued 
tailwinds from AI 
adoption. As companies 
deploy AI, they are 
generally investing in the 
infrastructure, data 
systems, governance, 
and security needed to 
do so reliably.

Claude 3

GPT-4o o1 GPT-4.5

Claude 4

o3 / GPT-4.1

Opus 4.1

GPT-5

Opus 4.5 Sonnet 4.6 Claude Fable 5

GPT-5.6

The rise of frontier AI models is making in-house application development more accessible, putting pressure 
on NTM revenue multiples across all software sub-sectors

Public Software Revenue Multiples vs. AI Model Releases
EV / NTM Revenue, Public Enterprise Software Companies

Based on dataset of select public enterprise software companies who IPO’d between 2013-2025, where data is available; Data from public company 424B4 filings and CapIQ as of Q2 2026 13

Infrastructure & Security

Vertical
Sales & Marketing

Back Office & Operations

Data & Analytics

Collaboration & Workflow

State of the Public Market
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While AI is compressing NTM revenue multiples across the software market, 
high-growth companies rebounded to 9.2x in Q2 2026 versus 2.7x for others

State of the Public Market

Public Software Revenue Multiples
Median, EV / NTM Revenue, Public Enterprise Software Companies

Based on dataset of select public enterprise software companies who IPO’d between 2013-2025, where data is available; Data from public company 424B4 filings and CapIQ as of Q2 2026; Trademarks are the property of their 
respective owners. None of the companies illustrated have endorsed or recommended the services of ICONIQ
1 Refers to public companies with 20%+ YoY revenue growth

Public Market 
Forward Revenue 
Multiple 20%+ YoY 
Growers
N=14

Public Market 
Forward Revenue 
Multiple <20% YoY 
Growers
N=73

1 AI-driven workloads: usage converts straight 
into revenue
• DigitalOcean AI Customer ARR $234M 

(+212% YOY in Q2’26)
• ServiceNow AI ACV crossed $1B; agentic AI 

deployments increased 9x in 9 months
• Snowflake accounts using AI grew from 

4,000+ to 13,600+ from Jan’25 to Apr’26

2 AI as a cost lever: teams enabled to ship 
products more efficiently
• Shopify AI writes more than 50% code with a 

flat team
• Snowflake internal AI use saved the need for 

~90 additional engineers
• Samsara revenue per employee increased 

more than 30% in 3 years

3 Owning the data moat: As AI models become 
interchangeable, the edge is data and workflows 
rivals cannot copy
• Shopify 20 years of commerce data
• Samsara 25 trillion data points in physical 

operations
• CrowdStrike Threat Graph processes 

trillions of security events daily

What do high-growth1 companies 
have in common?

8.1x

9.8x

8.3x
9.2x

11.2x
9.9x

9.0x

11.5x

9.0x

11.5x
12.4x

9.9x

6.9x

9.2x

4.7x 4.6x 4.6x
5.7x 5.2x

4.4x 4.6x
5.5x

4.7x 4.4x 4.6x
4.0x

3.0x 2.7x

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2023 2024 2025 2026

14



Private & Strictly ConfidentialBased on dataset of select public enterprise software companies who IPO’d between 2013-2025, where data is available; Data from public company 424B4 filings and CapIQ as of Q2 2026 15

Against this backdrop, Rule of X remains the strongest driver of software valuations as the growth multiplier 
stands at ~2.7x as of Q2 2026

State of the Public Market

Correlation Analysis of Various Drivers
Median, R-squared to EV / NTM Revenue, Public Enterprise Software Companies

2023

~2.7x Growth + FCF Margin 
(as of Q2’26)

Rule of X
As growth has become 
harder to sustain, the 
correlation between FCF 
margin and valuations had 
its first slight uptick since 
Q3 2024, an early sign that 
both investors and 
companies are increasingly 
focused on preserving 
bottomline efficiency.

Revenue Growth
Rule of 40

FCF Margin

30%
29%

30%

10%

5%

37% 37%

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2024 2025 2026
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65% 57% 54% 46% 46% 44% 44% 41% 40% 38% 38% 38% 40% 39% 

35% 43% 46% 54% 54% 56% 56% 59% 60% 62% 62% 62% 60% 61% 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2023 2024 2025 2026

16

As the bar for sustained growth rises, many software companies are leaning more heavily on profitability, with 
FCF margin now contributing ~60% of the median Rule of 40

State of the Public Market

Median Rule of 40 Composition
Public Enterprise Software Companies

Based on dataset of select public enterprise software companies who IPO’d between 2013-2025, where data is available; Data from public company 424B4 filings and CapIQ as of Q2 2026; Rule of 40 defined as NTM Revenue Growth + NTM FCF Margin

FCF Margin

9% 12% 13% 15% 16% 16% 16% 17% 18% 19% 19% 20% 19% 20%

17% 16% 15% 13% 14% 12% 12% 12% 12% 11% 12% 12% 13% 13%

26% 28% 28% 28% 30% 28% 28% 29% 31% 30% 31% 32% 32% 33%

Median NTM FCF Margin

Median NTM Revenue Growth

Median Rule of 40

Revenue Growth
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Source: Ramp AI Index, business spend data from Ramp
Trademarks are the property of their respective owners. None of the companies illustrated have endorsed or recommended the services of ICONIQ 17

Part of this increased focus on profitability is also driven by increased AI adoption. The share of U.S. 
businesses paying for AI products and services rose from 7.5% in January 2023 to 50% + by July 2026

State of the Public Market

Share of U.S. businesses with paid subscriptions to AI models, platforms, and tools
Monthly Measurement

Ramp AI Index

43.5%

2.1%

39.7%

4.7% 6.2%

0.8%
4.0%
0.3%

7.5%

55.7%

Jan'23 Apr'23 Jul'23 Oct'23 Jan'24 Apr'24 Jul'24 Oct'24 Jan'25 Apr'25 Jul'25 Oct'25 Jan'26 Apr'26 Jul'26

Tracks paid AI adoption across 
70,000+ U.S. businesses using 
contract and transaction data 
from Ramp’s corporate card 
and bill pay platform. A 
business is counted as an 
adopter when it records 
positive monthly spend on an 
identified AI product or service. 
According to Ramp, the index 
may understate actual AI usage 
as free AI tools and spend 
through employees’ personal 
accounts are not reflected. 

Overall
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Low 1.02

Peak 2.07

Inflection 1.79

Trough 1.26

Current 1.05

0.00

0.50

1.00

1.50

2.00

2.50

Dec'25 Jan'26 Feb'26 Mar'26 Apr'26 May'26 Jun'26 Jul'26 Aug'26

Source: Silicon Data SDLLMTK (LLM Token Expenditure) Index, daily close, 12/1/2025 – 08/17/2026 18

AI demand has continued to rise over the past year, while the falling blended token prices likely reflects a more 
cost-conscious shift toward open-weight models

State of the Public Market

Silicon Data Token Expenditure Index 
Daily Normalized Blended Price, USD Per Million Tokens

The longitudinal trend of index signifies that 
companies are becoming increasingly willing to pay 
for AI over the past year, even as model prices and 
usage patterns are dynamic.

The index tracks the realized, blended cost-to-serve of 
LLM inference per million tokens, weighted by where 
usage is concentrated across 20+ models. Higher 
values may also indicate greater use of premium 
frontier models, while lower values suggest more 
traffic is shifting toward lower-cost alternatives.

According to our 2026 State of AI Report, most 
builders now use ~3.3 model providers on average, 
often combining frontier and open-weight models 
rather than relying on a single model. 

Premium mix shift

GPT-5.2 (Dec. 11)
Claude Opus 4.6 (Feb. 5) 

Claude Sonnet 4.6 (Feb. 17)

Open-weight 
migration

Kimi K2.5 (Jan. 27)
Qwen3.5 (Feb. 16)

Frontier quality premium re-expands

GPT-5.4 (Mar. 5) • GPT-5.5 (Apr. 23)
Claude Opus 4.8 (May 28)

Mistral 3.5 (May 22)
Grok Build (May 29)

Kimi K3 (Jul. 16)

The ~50% decline from 
the peak in token prices 
suggests model routing is 
becoming a margin lever: 
companies progressively 
optimize workloads 
across providers based on 
cost, performance, and 
task complexity.

https://www.iconiq.com/growth/reports/state-of-ai-2026
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Source: Company earnings call transcripts covering calendar Q2 2025 - Q2 2026. The top-15 NTM revenue multiple cohort in Q2 2026 was selected from a dataset of select public enterprise software companies that IPO’d between 2013 and 2025
1 Percentages represent substantive AI commentary (six categories normalized to 100%); ~56% of all AI mentions are generic / residual and excluded from this view; percentages may not sum to 100% due to rounding
2 Include gross-margin impact and efficiency / productivity 19

In addition to adoption, public software companies are increasingly prioritizing AI unit economics. The share 
of revenue and monetization mentions tripled in public earnings calls from 5% in Q2 2025 to 15% in Q2 2026

State of the Public Market

% of Substantive AI Commentary per Public Earnings Call by Quarter1

Public Enterprise Software Companies

Product / strategy / positioning

Adoption / demand

Revenue / monetization
Compute / infra cost

A cost conversation is emerging: 
every AI query consumes 
compute, so inference spend 
rises with adoption and weighs 
on gross margin. Compute / 
infrastructure mentions doubled 
to 6%, concentrated in inference-
heavy companies, and that cost 
comes down to token prices and 
model mix.

Other2

53%
63% 57% 57% 52%

32%
22% 27% 21%

21%

5% 8% 9%
12% 15%

3%
4% 3% 6% 6%

7% 3% 4% 3% 5%

Q2 Q3 Q4 Q1 Q2

2025 2026
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Source: TechCrunch; Company figures are as reported in that roundup, which aggregates SEC filings, executive memos and secondary press coverage; percentages are a 
share of total workforce unless total headcount is shown; Amazon = corporate workforce; Dell = FY26 workforce change; Oracle = trailing 12-month workforce decline; PayPal 
phased over 2-3 years; Google and IBM totals are outside estimates rather than company disclosures; Trademarks are the property of their respective owners. None of the 
companies illustrated have endorsed or recommended the services of ICONIQ 20

Rising AI adoption across enterprises and consumers is reshaping the software workforce, with many 
companies reducing headcount by roughly 10-20% this year

State of the Public Market

% of Workforce Reduced at Public Companies due to AI Impact
YTD 2026

JAN 2026

frames corporate workforce 
reduction as removing 
layers and bureaucracy

9% in 3 months

10%

FEB 2026
Block and Salesforce lean into AI agents

<1K employees

~50%

MAR 2026

aims to rebalance toward AI 
and enterprise sales, with the 

CEO acknowledging that 
while AI doesn't replace 

people, it does change the skill 
mix and role count needed 

10%

APR 2026

16%

MAY 2026
Peak month: 7+ firms restructure

14%

20%

20%

~600 employees

5%

17%

10%

JUN 2026

14%

13%

JUL 2026

targets to fund a leaner 
operating model and AI-driven 

product transformation, 
projecting up to 20% YoY 
revenue growth for 2026 
despite the restructuring

2.1%

20%

ROLLING 2026

~1.5-3K 
engineers 
reduced

~3-9K
U.S. positions 
eliminated

cites AI advancements as a key 
driver enabling teams to reduce 

repetitive work and increase 
velocity across product, ads, and 

infrastructure

plans on exiting 22 countries, 
flattening management layers, 

and partnering with an AI lab to 
rebuild its platform for agent-

scale workloads
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As companies streamline teams, some are reallocating budget toward talent that can build and deploy AI

State of the Public Market

WHERE COMPANIES ARE CUTTING WHERE COMPANIES ARE HIRING

Customer support
Salesforce redeployed support staff into sales after Agentforce began handling ~50% of inbound 
cases, cutting total support cost by ~17%

AI and machine-learning engineers
Major public companies routinely hire AI engineers focused on building scalable models, 
deploying large language models, and managing cloud-based AI infrastructure

Quality assurance and dedicated testing
As AI generates and reviews code, standalone QA roles are folding into general engineering teams

Forward-deployed engineers
Palantir's embed-on-site FDE model drives near half of revenue from commercial clients

Middle management
Meta gave middle-level managers and directors an ultimatum to transition into individual 
contributor roles or leave the company

AI-fluent sales and go-to-market roles
Salesforce is hiring mainly quota-carrying sellers, adding near-zero net new engineers as AI 
coding tools lift output

General & Administrative roles 
Cloudflare recast finance, legal, and audit tasks with continuous AI-driven monitoring and 
automated analytical systems

Player-coaches and one-person teams
Coinbase is fusing engineering, design, and product into single "player-coach“ as an experiment

“The intelligence tools we’re creating and using, paired 
with smaller and flatter teams, are enabling a new way of 
working which fundamentally changes what it means to 
build and run a company.

Jack Dorsey
Block Head, Chair & Cofounder

“Today’s actions are not a cost-cutting exercise or an 
assessment of individuals’ performance; they are about 
Cloudflare defining how a world-class, high-growth 
company operates and creates value in the agentic AI era.

Matthew Prince
Co-founder & CEO  

“Engineers use AI to ship in days what used to take weeks. 
Non-technical teams are now shipping production code 
and many of our workflows are being automated. The pace 
of what's possible with a small, focused team has changed 
dramatically, and it's accelerating every day.
Brian Armstrong
Co-founder & CEO
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The Great Sorting is reshaping software, as a small group of companies sets a new pace for growth, a new 
standard for performance, and a new benchmark for valuation

State of the Public Market

The environment is changing

-3%
software index LTM change,
trailing every other sector

The broader backdrop remains 
challenging, and operating 
patterns that worked in prior 
years are generally producing 
weaker outcomes today.

Performance is diverging

9.2x vs. 2.7x
forward revenue multiple, 
20%+ growers vs. the rest

Some of the strongest companies 
observed benefiting from AI are 
rebounding and outperforming 
other software peers by a wide 
margin.

Historical benchmarks 
describe the market, but they 
no longer necessarily identify 
the winners. 

A new generation of companies is 
scaling faster than the medians 
would predict. They strategically 
invest ahead to maximize 
adoption, enterprise value, and 
velocity with an AI operating 
layer. We believe their growth 
trajectory and operating choices 
are what set the new standard.
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Notes: Assumes 24 months from founding to $1M ARR if not disclosed. Assumes exponential growth from $1M ARR to the quarter in which a company reached $100M ARR
Source: Historical filings and public company announcements 24

In the age of AI, a new class of companies is working to redefine expectations for scaling revenue, resulting in a 
widening gap with other software companies

The New Growth Anatomy | Software Performance: Time to $100M ARR

Quarters from $1M to $100M: Ending ARR or Revenue

$100M

$1M

Other Software CompaniesPacesetters
Top-quartile growth, AI-forward companies
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Even among the Pacesetters, a select group of observed outliers is compressing the journey from $1M to 
$100M ARR to just 1-3 years compared to 5+ years for other software companies

The New Growth Anatomy | Software Performance: Time to $100M ARR

$100M

$1M

Other Software Companies

Notes: Assumes 24 months from founding to $1M ARR if not disclosed. Assumes exponential growth from $1M ARR or product launch date (based on public data availability) and most recent year company reached $100M ARR based on company announcements and press 
releases; Trademarks are the property of their respective owners. None of the companies illustrated have endorsed or recommended the services of ICONIQ
Source: Historical filings and public company announcements
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Pacesetters
Top-quartile growth, AI-forward companies

Quarters from $1M to $100M: Ending ARR or Revenue
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So who are these Pacesetters?
In this study, Pacesetters are generally recently founded, top-quartile revenue growth, AI-forward companies

AI-Category Sector Pricing Years to $100M Age

6
Years old (median) from

founding date

70%
Hybrid or Consumption-

based pricing

~2-4
Years on average

DEFINITION

A LIVING COHORT

Top-quartile revenue growth over the past 3 years, and either AI-Native or AI-Driven

Companies enter and exit this cohort as they meet or fall below the top quartile growth thresholds

VerticalHorizontal

65% 35%
AI-Native AI-Driven

60% 40%

PACESETTER FIRMOGRAPHICS AS OF Q2 2026

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available
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The Pacesetters are beginning to define a new standard for software excellence, offering a directional view of 
what top-quartile performance can look like

The New Growth Anatomy | Performance Fundamentals

Source: Based on quarterly financial and operating data from a select dataset of public software companies and our private venture and growth portfolio companies from 2024 – Q2 2026, where data is available; Top Quartile refers to 75th percentile for the 
metrics above, except for Burn Multiple where Top Quartile refers to 25th percentile. Figures rounded to the nearest multiple of  5 where applicable
1 Quarter of S&M OpEx utilized in magic number calculations generally should depend on a given company's sales cycle

The ICONIQ Pacesetter Index
by ARR or Revenue Range, only includes companies that qualify as a Pacesetter

Pacesetter Definition:
Top-quartile revenue growth over the past 
3 years, and either AI-Native or AI-Driven

<$10M $10-$25M $25-$100M $100M+

Median Top Quartile Median Top Quartile Median Top Quartile Median Top Quartile

Growth

YoY ARR or Revenue 
Growth 900% 2600% 430% 575% 190% 300% 115% 165%

Gross $ Retention 100% 100% 95% 100% 95% 95% 90% 95%

Net $ Retention 105% 115% 125% 140% 130% 140% 115% 130%

Unit 
Economics

Gross Margin 55% 80% 60% 70% 80% 85% 75% 85%

Net Magic Number1 3.4x 7.7x 1.1x 1.5x 1.2x 2.7x 2.2x 6.5x

Burn Multiple 1.3x 0.8x 1.8x 1.6x 0.9x 0.5x 0.3x 0.1x

Operating 
Leverage ARR or Revenue per FTE $75K $90K $115K $145K $225K $355K $655K $890K
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What are these Pacesetters actually doing? We heard from some of them to 
understand the mechanics behind their growth

01

Consumption Pricing 

02
Product Moat and 
Specialization

03

Enterprise Land-and-Expand

70% of  Pacesetters now tie part of their revenue to consumption
- Launch pricing gradually. Phase it in with existing customers, and apply it to all new customers

- Don't have humans forecast consumption. ML models consistently outperform human judgment on 
usage-based revenue. Bake organic growth into targets so reps drive incremental growth beyond it

- Keep new-logo acquisition a first-order priority longer than feels natural. De-emphasizing new logos 
too early (around $500M ARR) may undermine the revenue model before the business is ready for 
that transition

COMPANIES WE HEARD FROM

Defensibility is moving from the model to the specific workflow the product solves
- Forward-deployed teams tackle what software can't yet, and it pays off twice. Faster revenue now, plus 

product learnings from real customer data that feed back into the platform

- Product velocity is the moat that compounds. AI-generated code and shorter build cycles push 
learnings back into the product fast enough that the gap widens with every release

- Specialization becomes the go-to-market model. Some companies are organizing reps by industry or 
use case rather than covering the whole platform

Investing in targeting, winning, and nurturing the Enterprise segment is paying off
- One company deploys dedicated strike teams for its top ~20-30 accounts in each market. The motion is 

highly consultative and centered on “selling AI transformation” through a build-alongside-the-
customer approach

- An example of staffing is 1 GM / 1 FDE Lead / 2-3 AEs / 8-10 FDEs per market. Strategic AEs with 20+ 
yrs experience are hired for existing relationships and convert to AMs post-close for long-term 
ownership

Note: Examples reflect aggregate learnings across the companies analyzed and may not apply to every company; Trademarks are the property of their respective owners. None of the companies illustrated have endorsed or 
recommended the services of ICONIQ
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Voices of the Enterprise Buyer: What does it take to win deals in this segment?

Demand for flexible pricing

Software buyers want consumption 
pricing with transparent guardrails

40%
of AI Enterprise buyers prefer either a hybrid 
consumption + subscription model (25%) or fully 
consumption-based (15%) 

However, to be comfortable with this type of 
pricing, ~60% of respondents require a guarantee 
that costs won't exceed a threshold and real-time 
visibility into usage

The POC is make-or-break

A fast, flexible POC with clear 
success criteria is the #1 deal 
accelerator

45%
of buyers cited this as the most important deal 
accelerator – more than 2x the next factor 
(customer references at similar companies)

When evaluating a POC, the quality and breadth of 
integrations were among the highest-ranked 
criteria, following core product functionality and 
security requirements

A distributed selling team

Deep technical product knowledge 
and passing security checks gets 
the deal done

3
roles were cited as being the most critical to the 
selling process: Sales Engineer/Solutions Architect, 
Security/Compliance Lead, and Product Specialist

Buyers are underwriting whether the product 
actually works in their technical environment and 
solves for their industry-specific workflow. 
Additionally, as AI products reach deeper into 
customer data, enterprise-grade security has 
become an equally critical gate
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2026 2026

40% 44% 45% 43% 46% 

26% 

56% 55% 53% 51% 54% 

29% 

60% 56% 55% 57% 54% 

74% 

44% 45% 47% 49% 46% 

71% 

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters
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Pacesetters’ outperformance is largely driven by new logo ARR, which accounts for 70%+ of gross new 
revenue. In contrast, other software companies rely more heavily on expansion within their customer base

The New Growth Anatomy | Software Performance: Topline Health

Gross New ARR or Revenue Distribution
Average by Year

New Logo

Expansion

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages

<$100M $100M+

111 102 104 38 33 5 112 114 108 37 33 4N-Size
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20262026

105% 100% 
106% 104% 102% 

120% 
107% 102% 102% 99% 99%

130%

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters
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While winning new business is generally Pacesetters’ primary growth engine, this group compounds that 
momentum with strong net retention landing at 120-146% in 2026

The New Growth Anatomy | Software Performance: Topline Health

Net Dollar Retention
Median and Top Quartile by ARR Range

223 106 104 38 33 5 236 111 108 36 32 4

$100M+

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages

N-Size

<$100M

146%

106%109%

136%
110%112%

Median

Top Quartile

Median

Top Quartile
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Post-Sales Motion, Evolved
As net dollar retention climbs, some AI-forward companies are leading a shift toward reorganizing post-sales around two 
emerging roles, each pairing deep technical fluency with a focus on customer outcomes and expansion

Forward Deployed Engineers

Engineers who embed inside the customer to 
build the solution alongside them, collapsing the 
line between sales engineering and product

SEEN AT 1

1

Deployment or Agent Strategists

Part consultant, part architect – they help customers 
design, deploy, and govern AI agents against a 
measurable business outcome

SEEN AT 1

2

FDEs can sit in several org structures: post-sales, R&D, or as their own motion; the consistent pattern is that 
they are closely tied to customer deployment and product feedback

The model can unlock large, complex deals but has clear scaling constraints: FDEs help win otherwise-
unwinnable accounts and reduce handoff friction, but capacity scales linearly with headcount and only tends 
to work economically at meaningful ACV levels

FDE economics need to justify the headcount: with high OTE and equity expectations, the model typically 
only makes sense when deployed against opportunities that can drive a 5-10x return on fully loaded cost

Consultant-trained, technically fluent is the target profile: hire operators who can go deep on customer 
workflows and product usage, not traditional relationship-led CSMs

The role is the frontline deployment layer: technical enough to configure/build in-product, but customer-
facing enough to translate customer needs into execution without requiring full engineering involvement

The mandate is consumption creation: in usage-based models, the role should continuously surface new use 
cases, drive adoption, and convert product capability into revenue

We explore how companies structure, staff, and price FDEs here: The FDE Advantage: Turning Deployment into Compounding Value

https://www.iconiq.com/growth/reports/the-fde-advantage-turning-deployment-into-compounding-value


33Private & Strictly Confidential

Voices of the Enterprise Buyer: What does it take to retain and expand customers?

Contract structure

Short-term contracts are becoming 
the norm

65%
of Enterprise buyers prefer only signing contracts 
of 1-year or less

As a result, post-sale value creation and account 
expansion are critical

Proving the value before renewal

Sharing usage/ROI data ahead of 
the renewal is key to making the 
renewal process easier

43%
of respondents cited usage and ROI data delivered 
ahead of renewal as the #1 factor that improves the 
renewal process – roughly 3.5x any other factor

Forward-deployed engineers

Forward-Deployed Engineers are a 
real advantage, not just a trendy 
new title

73%
of buyers view forward-deployed engineers 
positively

A clear advantage for vendors who can embed 
engineers to get customers live quickly

Source: ICONIQ proprietary survey of Enterprise buyers of AI-powered software



The Margin Rebuild
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20262026

<$100M $100M+

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages 35

While FCF margins continue to improve year-over-year, Pacesetters <$100M ARR are posting margins ~5.6x 
more negative than peers

The Margin Rebuild | Software Performance: Bottomline Efficiency

FCF Margin
Median by ARR Range and Year

279 154 163 52 48 4 484 253 246 91 79 12N-size

(81%)
(51%) (51%) (51%) (44%)

(247%)

3% 8% 11% 13% 14% 8% 

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters
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20262026

72%
74%

70% 70% 70%
71%

78%
79% 79%

78% 78%

73%

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages 36

As AI usage expands, gross-margin pressure emerges at scale: $100M+ ARR Pacesetters run ~5 points below 
peers, likely reflecting higher inference, infrastructure, and deployment costs

Gross Margin
Median by ARR Range and Year

N-size 276 148 155 55 51 4 385 209 199 73 64 9

<$100M $100M+

The Margin Rebuild | Software Performance: Bottomline Efficiency
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20262026

159%
133% 130% 128% 124%

284%

86% 78% 77% 73% 75%
53%

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages 37

OpEx as a share of revenue continues to decline across the market, but Pacesetters <$100M ARR are still 
investing well ahead of scale – spending 284% of revenue versus 124% for other companies in 2026

OpEx Margin
Median by ARR Range and Year

N-size

<$100M $100M+

The Margin Rebuild | Software Performance: Bottomline Efficiency

294 160 167 56 52 4 508 261 259 98 86 12
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2026 2026

43% 43% 44% 46% 45%
56%

45% 45% 46% 43% 44% 39%

37% 37% 34% 33% 33%
28%

35% 36% 37% 38% 38% 40%

20% 20% 22% 21% 22% 17% 20% 19% 17% 19% 18% 21%

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages 38

For Pacesetters, spend across functions is broadly similar to other companies, with a slight tilt toward R&D 
and G&A in $100M+ ARR companies

OpEx Distribution
Average by ARR Range and Year

S&M

R&D

G&A

N-size

<$100M $100M+

The Margin Rebuild | Software Performance: Bottomline Efficiency
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2.5x 

1.9x 
1.7x 

2.2x 2.1x 

2.7x 

1.1x 

0.8x 0.9x 

1.2x 
1.4x 

0.8x 

2022-2023 2024 2025 2026 Others Pacesetters 2022-2023 2024 2025 2026 Others Pacesetters

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages 39

Despite high spend at earlier stages, $100M+ ARR Pacesetters have a burn multiple of less than 1x in 2026, 
demonstrating their ability to generate higher revenue ROI per dollar spent than their peers at scale

Burn Multiple (FCF / Net New ARR)
Median by ARR Range, unprofitable companies only

N-size

<$100M $100M+

The Margin Rebuild | Software Performance: Bottomline Efficiency
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While companies are increasingly diverging into two performance models, AI adoption reported is widespread 
across S&M, R&D, and G&A

S&M R&D G&A

Employees with AI 
tool access 99% 98% 97%

Employees who are 
daily users 74% 86% 70%

AI Adoption
Average across ICONIQ companies as of February 2026

AI as the Operating Layer
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$139

$196
$203

$149

$201
$229

$265
$290

$315

$398

$488 $478

2022-2023 2024 2025 2026

42

As a result of operational improvements driven in large part by broad AI adoption, top quartile ARR per FTE 
has been rising across $25M-$100M companies over the past few years

AI as the Operating Layer | Software Performance: Bottomline Efficiency

ARR or Revenue per FTE ($K)
Top Quartile by ARR Range and Year

$10-$25M

$25-$100M

$100M+

N-size 738 400 403 120

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available
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This is reinforced by more measured headcount growth overall, though companies with 100%+ YoY revenue 
growth are accelerating hiring to support continued scale

AI as the Operating Layer | Software Performance: Bottomline Efficiency

Headcount Change % vs. ARR or Revenue Growth
Median by ARR or Revenue Growth and Year

390 200 197 76N-size

(6%) (5%)

4% 
2% 

17% 12%
18%

6%

47%
38%

46%
34%

119%

65%

115%

146%

2022-2023 2024 2025 2026

25%-50%

50%-100%

100%+

<25%

YoY ARR or 
Revenue Growth

Perspectives from the 
ICONIQ Network

AI productivity gains are changing 
backfill economics

• Attrition is increasingly being used as an 
opportunity to avoid, delay, or down-level 
backfills

• No-backfill policies are being explicitly tied to 
AI-driven productivity improvements in sales, 
content, operational, and analytical functions

Investment is shifting toward AI-native 
roles and operating models

• Hiring freezes are being used while 
companies evaluate AI-driven productivity 
gains before approving incremental 
headcount

• Emerging roles such as AI Business Analyst, 
AI Integration Engineer, and GTM AI leader 
reflect a broader move toward leaner, AI-
native organizations
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Despite these efficiency gains, headcount distribution across functions remains largely unchanged, suggesting 
the broader workforce model has yet to meaningfully shift

AI as the Operating Layer | Software Performance: Bottomline Efficiency

Headcount Distribution by Function
Average by ARR and Year

48% 50% 50% 50%
39%

49% 45% 47%

38% 38% 37% 41%

39%

38% 41% 39%

14% 13% 13% 9%
22%

13% 15% 14%

2022-2023 2024 2025 2026 2022-2023 2024 2025 2026

S&M

R&D

G&A

N-size 70 21 25 7 46 18 16 8

<$100M $100M+

Source: Based on quarterly financial and operating data from our private venture and growth portfolio companies and a select dataset of public software companies from 2022 – Q2 2026, where data is available; companies with <$10M ARR are excluded due 
to volatility of growth rates in early stages
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AI Adoption Spotlight | In GTM, agents are expanding customer coverage while protecting the moments that 
need human interaction

Source: Illustrative examples based on practices observed at select ICONIQ portfolio companies; examples above are not intended to represent benchmarks or survey findings; ICONIQ Annual Growth Operating Trends Survey (Feb 2026)

1 )  S A L E S

Ramp compresses and 
low-value work clears

• A shared account-data assistant 
shortens new-rep ramp, replacing 
weeks spent hunting information 
across the revenue stack

• Automation makes reps ~5x more 
productive on inbound routing and 
replies, moving time back toward 
live selling

2 )  P O S T - S A L E S

Agents extend coverage 
while protecting high-
context moments

• Telemetry-based health models 
trigger next-best actions, letting 
mature teams run higher Customer 
Success Manager-to-account ratios

• Quarterly Business Reviews are 
automated end to end, with 
~16,000 decks a year generated 
from live account data at one 
company and scorecards produced 
in minutes at another

3 )  R E V O P S

Shifting from 
administering systems to 
productizing them

• Enrichment is the top RevOps use 
case, saving ~30% of research 
time and ~4 weekly hours of 
manual reporting

• Forecast accuracy improved 
~20% at one company and 
another cut forecasting effort 
~50% once pipeline data ran 
through an AI analysis layer

N E X T  U N L O C K

We believe the next S&M advantage is a centralized revenue operating system that links trusted account context, explicit handoffs, outcome events and 
technical post-sale coverage, enabling each seller and success leader to manage more surface area without passing the complexity to the customer.

Outcome 

observed
across select examples

M O S T  I M P A C T F U L

+15–30%
win-rate uplift

~2–3x
new-deal meetings & qualified opportunities 

per rep

~60–70%
customer resolutions

~75–100%
marketing campaigns leveraging AI

“We're building ElevenLabs as an agent 
native company, with agents working 
for and alongside every function. For 
example, we built Dom, an AI SDR, on 
ElevenAgents. It qualifies leads in 

minutes instead of the two-day human 

average - which matters when 54% of 
conversations happen outside business 
hours. That drove over $1M in qualified 
pipeline in a single month. We're not 
cutting the team; we're hiring people to 
build scalable tools for GTM.

Dempsey Wartell
Chief of Staff, GTM, ElevenLabs

45
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AI Adoption Spotlight | In R&D, the gains generally compound when AI is built into the software development life cycle

Source: Illustrative examples based on practices observed at select ICONIQ portfolio companies; examples above are not intended to represent benchmarks or survey findings; ICONIQ Annual Growth Operating Trends Survey (Feb 2026)

1 )   A D O P T

A structured software development life 
cycle unlocks more AI leverage 

• One vertical software company has AI 
generating 90% of UI code from design files, 
80% of end-to-end test cases, and cutting 
requirement drafting 40%

• A weekly coding collective spreads working 
prompts and shortcuts peer to peer, turning 
adoption into a team habit

2 )   C O M P R E S S

Cycle time converts into products 
shipped

• At one fintech company, 4 major launches a 
quarter versus 1 before, with pull requests per 
engineer up and cost per pull request down

• Less-technical strategist roles now do technical 
work through tooling, and teams expect to be 
far more leveraged within 3–5 years

3 )   V E R I F Y

Verification is the new engineering 
constraint

• ~10 autonomous agents opened ~180 pull 
requests in one internal test, and none of them 
passed continuous integration

• A security leader calls 20 to 30% false-positive 
rates a bigger tax on the team than finding more 
issues

N E X T  U N L O C K

Scaling low-quality workflows can raise spend while degrading output, making curation, context quality, and workflow governance more important than raw adoption. Research and Development leaders may 
need one control plane that joins context, agent identity, tokens, continuous integration, verification and human review. In our view, the advantage is a system that learns from every accepted change and can 
explain why it shipped. 

Outcome 

observed
across select examples

M O S T  I M P A C T F U L

~75–100%
committed code that is AI-generated

~50–80%
development time savings

+25–75%
pull request throughput

~40%
faster feature delivery
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AI Adoption Spotlight | In G&A, structured workflows are becoming auditable operating leverage

Source: Illustrative examples based on practices observed at select ICONIQ portfolio companies; examples above are not intended to represent benchmarks or survey findings; ICONIQ Annual Growth Operating Trends Survey (Feb 2026)

1 )   S T A N D A R D I Z E

Manual workflows get 
standardized

• A month-end roll-forward moved 
from 5 analysts and ~10 days to 
an AI-generated bridge with 
exceptions flagged for review

• A deal-desk agent on the Finance 
team absorbs 80%+ of contract 
volume, leaving specialists the 
genuinely complex cases

2 )   B U I L D  I N - F U N C T I O N

The builder often sits 
inside the function

• A treasury leader with no technical 
training prototyped the system 
moving hundreds of millions of 
dollars per day

• A non-technical finance operator 
wired Claude into the data-
warehouse stack, letting one junior 
person cover a whole segment

3 )   S H A R E

A trusted knowledge layer 
becomes shared 
infrastructure

• One company rolled enterprise 
search to ~1,400 employees, 
saving hours each week across 
internal systems

• A fast-growing company built a 
permissions-aware research bot 
on its internal data platform for 
operational queries

N E X T  U N L O C K

In our view, G&A leaders need a governed operating layer across canonical data, enterprise knowledge, approvals and task-level economics. Start with 
high-frequency workflows where the source can be traced, the exception can be owned, and the savings can be booked.

Outcome 

observed
across select examples

M O S T  I M P A C T F U L

$2–4M+
annual cost savings

~40–60%
faster time-to-hire

~45–80%
time saved in knowledge retrieval & analytics

~30–80%
FP&A close & reporting time saved

“The hard part is finding the value, 

not controlling the cost. Once you 
find a valuable-but-too-expensive 
use case, you optimize the 
economics afterward. Our token 
spend went from near zero to ~5-
10% of payroll, so we pulled that 
out of the future headcount plan. 
Mid-tier model defaults and 
caching then took us well below 
that even as usage climbed.

Chief Financial Officer 
@ $500M+ ARR Fintech Company
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Compass surfaces aggregate benchmarks across the entire software 
universe in our dataset1.
Companies can benchmark their own performance against these 
aggregates today.

Explore Compass

Explore Compass

1 The Compass software benchmark data reflects data gathered from our venture and growth portfolio companies where data was available as well as data from a sampling of public B2B software companies.  
This data does not, and should not be taken to, represent the performance of any ICONIQ fund or investment program and must not be relied upon in connection with any investment decision

C O M I N G  S O O N
AI-specific benchmarks and sector, scale, and growth-motion filters

https://compass.iconiqcapital.com/
http://compass.iconiqgrowth.com/
http://compass.iconiqgrowth.com/
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Portfolio Companies

A global portfolio of category-defining businesses

3

These companies represent the full list of companies that ICONIQ Venture and Growth has invested in since inception through ICONIQ Strategic Partners funds as of the date these materials were published (except those subject to 
confidentiality obligations or companies for which the issuer has not provided permission for ICONIQ to disclose publicly). Further, the list of companies may not reflect the most recent ICONIQ Venture and Growth investments. Trademarks 
are the property of their respective owners. None of the companies illustrated have endorsed or recommended the services of ICONIQ. 49
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A person with long brown hair

Description automatically generated

A person with long brown hair smiling

Description automatically generated

A person with red hair smiling

Description automatically generated

A person smiling for a picture

AI-generated content may be incorrect.

The force behind every founder
Venture & Growth Team

A person wearing a white shirt

Description automatically generated with low confidence

A person smiling at camera

AI-generated content may be incorrect.

A person with long hair smiling

AI-generated content may be incorrect.

A person in a suit

AI-generated content may be incorrect.

A person smiling for the camera

Description automatically generated with low confidence

A person with long hair smiling

AI-generated content may be incorrect.

A person with long hair smiling

AI-generated content may be incorrect.

A close-up of a person smiling

Description automatically generated

A person in a suit

AI-generated content may be incorrect.

image332.jpeg A person in a black shirt

AI-generated content may be incorrect.

A person with long hair smiling

AI-generated content may be incorrect.

A person in a blue suit

AI-generated content may be incorrect.

A person wearing glasses

Description automatically generated with medium confidence

A person in a suit

Description automatically generated with medium confidence

A person wearing glasses and smiling

AI-generated content may be incorrect.

A person in a suit smiling

AI-generated content may be incorrect.

A person smiling at the camera

AI-generated content may be incorrect.

A picture containing person, clothing, person, outdoor

Description automatically generated

A person smiling for the camera

Description automatically generated with medium confidence

A person with the arms crossed

Description automatically generated with medium confidence

A person with his arms crossed

Description automatically generated with medium confidence

A picture containing person, clothing, person, posing

Description automatically generated

A person in a blue shirt

AI-generated content may be incorrect.

A person in a suit smiling

AI-generated content may be incorrect.

A person in a suit

AI-generated content may be incorrect.

A person in a black suit

AI-generated content may be incorrect.

A person in a suit

AI-generated content may be incorrect.

A person smiling for a picture

AI-generated content may be incorrect.

A person in a suit and tie

AI-generated content may be incorrect.

A person in a suit

AI-generated content may be incorrect.

A person with long hair smiling

Description automatically generated with low confidence

A person with curly hair smiling

AI-generated content may be incorrect.

A person smiling at the camera

AI-generated content may be incorrect.

A person in a black dress

AI-generated content may be incorrect.

A person smiling at the camera

AI-generated content may be incorrect.

A person in a suit and tie

AI-generated content may be incorrect.

50

https://www.linkedin.com/in/kendall-en/
https://www.linkedin.com/in/katherine--dunn/
https://www.linkedin.com/in/zakikamran/
https://www.linkedin.com/in/jstarc/
https://www.linkedin.com/in/kelly-t-zheng/
https://www.linkedin.com/in/julia-carboni/
https://www.linkedin.com/in/kelseymcgregor/
https://www.linkedin.com/in/gregstanger/
https://www.linkedin.com/in/jen-hart-sf/
https://www.linkedin.com/in/joan-rohs-2a679b1/
https://www.linkedin.com/in/joefahn/
https://www.linkedin.com/in/jack-napper-73608a201/
https://www.linkedin.com/in/leland-speth-281532b1/
https://www.linkedin.com/in/brianna-jo-thompson/
https://www.linkedin.com/in/gigi-alper/
https://www.linkedin.com/in/aditi-trivedi1/
https://www.linkedin.com/in/brianna-bracken/
https://www.linkedin.com/in/alex-gorsky/
https://www.linkedin.com/in/ryan-koh/
https://www.linkedin.com/in/ryankheshgi/
https://www.linkedin.com/in/sarah-stebbins-551bb3110/
https://www.linkedin.com/in/smloneill/
https://www.linkedin.com/in/serena-schneier-7011b6137/
https://www.linkedin.com/in/zuzanna-czapinska-5704a798/
https://www.linkedin.com/in/yidriennelai/
https://www.linkedin.com/in/yoonkeesull/
https://www.linkedin.com/in/zachary-osman-052665b4/
https://www.linkedin.com/in/will-griffith-a51a9237/
https://www.linkedin.com/in/shikhar-m/
https://www.linkedin.com/in/sethpierrepont/
https://www.linkedin.com/in/stournatory/
https://www.linkedin.com/in/sruthiramaswami/
https://www.linkedin.com/in/storyviebranz/
https://www.linkedin.com/in/tommy-dwyer-07984166/
https://www.linkedin.com/in/tengbo-li-31b34813/
https://www.linkedin.com/in/vwguo/
https://www.linkedin.com/in/adam-alfi-52891823/
https://www.linkedin.com/in/matthew-jacobson-4645106/
https://www.linkedin.com/in/michaelanders/
https://www.linkedin.com/in/muralijoshi/
https://www.linkedin.com/in/nicholastaborsky/
https://www.linkedin.com/in/miki-chen-6a2953a6/
https://www.linkedin.com/in/marie-louise-o-callaghan-015185115/
https://www.linkedin.com/in/mjpayano/
https://www.linkedin.com/in/malia-nakamura/
https://www.linkedin.com/in/mariamabbotticoniqcapital/
https://www.linkedin.com/in/aoifemoleary/
https://www.linkedin.com/in/austincliang/
https://www.linkedin.com/in/annachendry/
https://www.linkedin.com/in/andrew-kaplan-288797137/
https://www.linkedin.com/in/anna-textor-91191b109/
https://www.linkedin.com/in/bella-cremer/
https://www.linkedin.com/in/anutthara/
https://www.linkedin.com/in/evan-lintz-a70a101/
https://www.linkedin.com/in/aaronnli/
https://www.linkedin.com/in/justinchen3/
https://www.linkedin.com/in/alivia-jiang/
https://www.linkedin.com/in/prithvi-boggavaram-996236125/?originalSubdomain=uk
https://www.linkedin.com/in/ritikapai/
https://www.linkedin.com/in/rbernshteyn/
https://www.linkedin.com/in/roybluo/
https://www.linkedin.com/in/pablotorello/
https://www.linkedin.com/in/nicolemossmer/
https://www.linkedin.com/in/pranavsram/
https://www.linkedin.com/in/philipskaf/
https://www.linkedin.com/in/changbrooke/
https://www.linkedin.com/in/divesh-makan-237107/
https://www.linkedin.com/in/enlinchua/
https://www.linkedin.com/in/carolinexie/
https://www.linkedin.com/in/dougpepper/
https://www.linkedin.com/in/christine-edmonds-146a2138/
https://www.linkedin.com/in/ericsoni/
https://www.linkedin.com/in/emily-staker-a65295100/
https://www.linkedin.com/in/danielgreenesf/
https://www.linkedin.com/in/claire-polin-8988731b8/
https://www.linkedin.com/in/cegoddard/
https://www.linkedin.com/in/kate-stjohn/
https://www.linkedin.com/in/amine-athamena/


Private & Strictly Confidential

This slide contains a statement made by certain founders, executives, employees or owners (“Portfolio Company Personnel”) of an ICONIQ portfolio company and may be deemed to be an endorsement or testimonial. Such Portfolio Company Personnel are 
not ICONIQ personnel but are ICONIQ advisory clients and/or ICONIQ fund investors. An ICONIQ fund’s investment in the portfolio company in which Portfolio Company Personnel may be employed by or hold an equity interest in creates a conflict of 
interest, because it incentivizes Portfolio Company Personnel to present ICONIQ in a favorable light. Portfolio Company Personnel have not been directly or indirectly compensated for making the statements provided. Trademarks are the property of their 
respective owners. In certain cases, as investors in certain ICONIQ-advised fund(s) and/or clients of ICONIQ, Portfolio Company Personnel's interests may be aligned with the performance, reputation, and fundraising prospects of such funds and the 
adviser. Positive statements about ICONIQ could indirectly benefit Portfolio Company Personnel in their capacity as investors and/or clients. 51

ICONIQ: Uncommon Care

Supporting founders through pivotal milestones and 
various stages of growth
Executive 
Hiring

Guidance to attract and unlock the 
power of talent through advisory, 
connections and research

Talent and Leadership Advisory

“ICONIQ delivered the best 
reference check I’ve ever seen, 
overnight.”

Mati Staniszewski
Co-founder and CEO

Product and 
Go-to-Market Strategy

Strategic advisory from industry 
leaders with hands-on experience 
in technology, digital innovation, 
go-to-market, and more

Technical Advisory and Go-to-Market Boards

“It has been so valuable to lean into 
ICONIQ’s expertise, network, and 
advice. What you do is a total game 
changer.”

Eléonore Crespo
Co-founder and CEO

“The customer introductions have 
been incredibly valuable. ICONIQ's 
relationships are truly deeper.”

Bret Taylor
Co-founder and CEO

“Working with ICONIQ has been a 
dream partnership, they’ve gone 
above and beyond at every step.”

May Habib
Co-founder and CEO

Revenue 
Acceleration

Strategic and commercial 
connections across industries to 
support global expansion goals

Portfolio Operations

Digital and Growth Advisory Boards

Category Leadership + 
Operational Optimization

Data-driven insights to support 
decision making across business 
operations and strategy

Analytics and Insights



San Francisco | Palo Alto | New York | London
linkedin-logo.png X_icon_2.svg.png Insights

Insights

https://www.iconiqcapital.com/growth
https://www.linkedin.com/company/iconiq-capital-llc/posts/?feedView=all
https://x.com/ICONIQCapital
https://www.iconiqcapital.com/growth/insights

	Slide 1: State of Scaling: The Great Sorting
	Slide 2
	Slide 3: Why this year’s report moves beyond aggregate benchmarks
	Slide 4: Companies Included
	Slide 5: Methodology & Data Sources1
	Slide 6: Firmographics
	Slide 7: Executive Summary
	Slide 8
	Slide 9
	Slide 10
	Slide 11: State of the Public Market
	Slide 12: Across the broader market, the software index fell 3% over the past year, trailing every other sector, while semiconductors led with a 47% gain, driven by the compute demand from AI frontier labs
	Slide 13: The rise of frontier AI models is making in-house application development more accessible, putting pressure on NTM revenue multiples across all software sub-sectors
	Slide 14: While AI is compressing NTM revenue multiples across the software market,  high-growth companies rebounded to 9.2x in Q2 2026 versus 2.7x for others
	Slide 15: Against this backdrop, Rule of X remains the strongest driver of software valuations as the growth multiplier stands at ~2.7x as of Q2 2026
	Slide 16: As the bar for sustained growth rises, many software companies are leaning more heavily on profitability, with FCF margin now contributing ~60% of the median Rule of 40
	Slide 17: Part of this increased focus on profitability is also driven by increased AI adoption. The share of U.S. businesses paying for AI products and services rose from 7.5% in January 2023 to 50% + by July 2026
	Slide 18: AI demand has continued to rise over the past year, while the falling blended token prices likely reflects a more cost-conscious shift toward open-weight models
	Slide 19: In addition to adoption, public software companies are increasingly prioritizing AI unit economics. The share of revenue and monetization mentions tripled in public earnings calls from 5% in Q2 2025 to 15% in Q2 2026
	Slide 20: Rising AI adoption across enterprises and consumers is reshaping the software workforce, with many companies reducing headcount by roughly 10-20% this year
	Slide 21: As companies streamline teams, some are reallocating budget toward talent that can build and deploy AI
	Slide 22: The Great Sorting is reshaping software, as a small group of companies sets a new pace for growth, a new standard for performance, and a new benchmark for valuation
	Slide 23: The New Growth Anatomy
	Slide 24: In the age of AI, a new class of companies is working to redefine expectations for scaling revenue, resulting in a widening gap with other software companies
	Slide 25: Even among the Pacesetters, a select group of observed outliers is compressing the journey from $1M to $100M ARR to just 1-3 years compared to 5+ years for other software companies
	Slide 26
	Slide 27: The Pacesetters are beginning to define a new standard for software excellence, offering a directional view of what top-quartile performance can look like
	Slide 28: What are these Pacesetters actually doing? We heard from some of them to understand the mechanics behind their growth
	Slide 29
	Slide 30: Pacesetters’ outperformance is largely driven by new logo ARR, which accounts for 70%+ of gross new revenue. In contrast, other software companies rely more heavily on expansion within their customer base
	Slide 31: While winning new business is generally Pacesetters’ primary growth engine, this group compounds that momentum with strong net retention landing at 120-146% in 2026
	Slide 32: Post-Sales Motion, Evolved
	Slide 33
	Slide 34
	Slide 35: While FCF margins continue to improve year-over-year, Pacesetters <$100M ARR are posting margins ~5.6x more negative than peers
	Slide 36: As AI usage expands, gross-margin pressure emerges at scale: $100M+ ARR Pacesetters run ~5 points below peers, likely reflecting higher inference, infrastructure, and deployment costs
	Slide 37: OpEx as a share of revenue continues to decline across the market, but Pacesetters <$100M ARR are still investing well ahead of scale – spending 284% of revenue versus 124% for other companies in 2026
	Slide 38: For Pacesetters, spend across functions is broadly similar to other companies, with a slight tilt toward R&D and G&A in $100M+ ARR companies
	Slide 39: Despite high spend at earlier stages, $100M+ ARR Pacesetters have a burn multiple of less than 1x in 2026, demonstrating their ability to generate higher revenue ROI per dollar spent than their peers at scale
	Slide 40: AI as the Operating Layer
	Slide 41: While companies are increasingly diverging into two performance models, AI adoption reported is widespread across S&M, R&D, and G&A
	Slide 42: As a result of operational improvements driven in large part by broad AI adoption, top quartile ARR per FTE has been rising across $25M-$100M companies over the past few years
	Slide 43: This is reinforced by more measured headcount growth overall, though companies with 100%+ YoY revenue growth are accelerating hiring to support continued scale
	Slide 44: Despite these efficiency gains, headcount distribution across functions remains largely unchanged, suggesting the broader workforce model has yet to meaningfully shift
	Slide 45
	Slide 46
	Slide 47
	Slide 48
	Slide 49
	Slide 50
	Slide 51: Supporting founders through pivotal milestones and various stages of growth
	Slide 52

