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This	is	not	personalized	financial	or	investment	advice,	and	I’m	not	a	licensed	financial	advisor.	This	report	applies	a	structured	research	process	to
publicly	available	information	as	of	mid-July	2026	so	you	have	the	factual	grounding	to	make	your	own	decision.	Oracle	is	currently	one	of	the	fastest-moving,
most-debated	names	on	the	market	—	figures	here	could	shift	materially	within	weeks.	Verify	anything	decision-critical	against	a	live	quote	and	primary	filings
before	acting,	and	consider	talking	to	a	licensed	advisor	who	knows	your	full	financial	picture	(risk	tolerance,	time	horizon,	taxes,	existing	portfolio)	before
sizing	any	position.

Executive	Summary

Oracle	is	not	the	stock	it	was	a	year	ago,	and	it’s	not	the	stock	the	sell-side	consensus	rating	still	implies	either.	Shares	surged	roughly	85%	in	the	run-up	to
and	aftermath	of	the	September	2025	fiscal	Q1	earnings	report,	when	the	market	first	grasped	the	scale	of	Oracle’s	AI	cloud	backlog,	briefly	pushing	Larry
Ellison	toward	the	title	of	world’s	richest	person	and	the	stock	to	a	52-week	high	of	$345.72.	Since	then,	the	stock	has	round-tripped	violently:	it’s	now
down	roughly	58–59%	from	that	peak	and	about	28–30%	year-to-date,	including	a	19%	single-week	decline	in	late	June	—	Oracle’s	worst	week	since	the
2001	dot-com	crash.

The	reason	isn’t	a	demand	problem.	Oracle	just	posted	record	Q4	and	full-year	FY2026	results,	beat	estimates,	and	reaffirmed	aggressive	FY2027	guidance.
The	reason	is	a	financing	and	credit	problem:	Oracle	is	funding	a	historic	AI	data-center	buildout	—	capex	up	162%	to	$55.7	billion	in	FY2026,	with	fiscal
2027	capex	now	projected	by	S&P	at	$90–95	billion	—	largely	with	debt	and	dilutive	equity,	against	negative	free	cash	flow	of	nearly	$24	billion.	S&P	just
cut	Oracle’s	credit	rating	to	BBB-,	one	notch	above	junk.	And	a	large	share	of	the	giant	backlog	behind	all	this	spending	is	concentrated	in	a	single,	not-yet-
profitable	customer:	OpenAI.

That	combination	—	genuinely	strong,	real	growth	sitting	on	top	of	a	genuinely	stressed	balance	sheet	and	concentrated	counterparty	risk	—	is	why	this
analysis	lands	on	Watchlist	rather	than	a	clean	Buy	or	Avoid.	The	full	reasoning,	numbers,	and	what	would	move	this	in	either	direction	follow	below.

1.	Business	Overview

Oracle	generates	revenue	across	four	lines:	cloud	and	license	(its	core),	hardware,	and	services.	Within	cloud	and	license,	the	business	splits	further	into:

Cloud	services	(SaaS	+	IaaS):	subscription	and	consumption-based	revenue	from	Oracle	Fusion	Cloud	ERP/EPM/SCM/HCM,	NetSuite,	Oracle
Health,	Fusion	CX,	and	—	increasingly	the	headline	story	—	Oracle	Cloud	Infrastructure	(OCI),	which	rents	out	compute,	storage,	and	networking,
including	large-scale	GPU	clusters	for	AI	training	and	inference.

License	support:	high-margin,	recurring	maintenance	and	support	revenue	tied	to	Oracle’s	enormous	installed	base	of	on-premises	database	and
application	licenses.	This	is	the	historical	cash	cow	—	customers	pay	every	year	to	keep	using	software	they	already	bought,	and	switching	off	Oracle
Database	is	expensive	and	risky	enough	that	most	large	enterprises	don’t.

Cloud	license	and	on-premise	license:	new	license	sales,	a	shrinking	category	as	customers	migrate	to	subscription/cloud	models.

Hardware:	Oracle	Engineered	Systems	(Exadata),	servers,	storage.

Services:	consulting	and	advanced	customer	support.

For	FY2026	(ended	May	31,	2026),	the	mix	was	cloud	$34.0B	(50%	of	revenue),	software/license	$24.5B	(36%),	services	$5.7B	(9%),	hardware	$3.1B
(5%).	Oracle	sells	directly	to	enterprises,	governments,	and	educational	institutions	worldwide,	and	increasingly	through	multicloud	partnerships	—	a
genuinely	distinctive	strategic	move	discussed	in	the	competitive	section	below.

Key	competitive	advantage:	decades	of	mission-critical	database	entrenchment	inside	the	world’s	largest	companies,	which	creates	very	high	switching
costs	and	funds	a	steady,	high-margin	support-revenue	base.

Key	competitive	disadvantage:	in	its	fastest-growing	segment	(AI	infrastructure),	Oracle	is	a	scale	challenger,	not	a	scale	leader	—	it	lacks	the	diversified
revenue	base,	deeper	balance	sheets,	and	vertically	integrated	software	stacks	that	AWS,	Microsoft,	and	Google	bring	to	the	same	fight,	and	it	doesn’t
control	chip	supply	the	way	Nvidia	does.

One	additional,	easy-to-miss	regulatory	data	point:	Oracle	was	recently	designated	(alongside	Amazon,	Microsoft,	and	Google)	as	a	“Critical	Third	Party”
under	a	new	UK	financial-sector	oversight	framework	—	a	sign	of	how	embedded	these	hyperscalers	now	are	in	systemically	important	infrastructure,	and	a
mild	long-term	regulatory	overhang	worth	tracking	rather	than	an	immediate	financial	risk.
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2.	Industry	&	Market	Analysis

The	global	cloud	infrastructure	(IaaS/PaaS)	market	is	roughly	$800–920	billion	in	2026	and	is	generally	expected	to	approach	or	exceed	$1.7	trillion	by
2030,	driven	overwhelmingly	by	AI	training	and	inference	demand.	Within	that	market:

Provider Approx.	global	IaaS	share	(2026) Recent	YoY	growth

AWS ~30–32% ~18–19%

Microsoft	Azure ~20–25% ~26–40%	(varies	by	quarter)

Google	Cloud ~11–13% ~29–63%	(accelerating)

Oracle	(OCI) Low	single	digits,	“second	tier” ~77%	(FY26	full	year),	93%	(Q4	alone)

Oracle	is	not	a	top-three	hyperscaler	by	share	—	it’s	grouped	with	names	like	CoreWeave	as	one	of	the	fastest-growing	second-tier	infrastructure	players,
riding	the	same	AI	capex	supercycle	from	a	much	smaller	base.	That’s	a	double-edged	sword:	it	gives	Oracle	a	longer	runway	of	high	percentage	growth,
but	it	also	means	Oracle	has	far	less	diversification	and	far	less	balance-sheet	cushion	than	the	Big	Three	if	AI	demand	growth	disappoints	or	gets	pushed
out.

Industry	outlook:	Demand	signals	remain	strong	across	the	board	—	every	hyperscaler	is	guiding	to	higher,	not	lower,	AI	capex	for	2026–2027.	The	open
industry-wide	question,	and	the	one	Oracle	is	now	the	“cleanest	test	case”	for	(a	framing	several	credit	analysts	have	used),	is	whether	the	revenue
generated	by	all	this	infrastructure	investment	will	show	up	on	the	timeline	the	spending	assumes,	or	whether	the	industry	is	building	ahead	of	monetization.
Combined	2026	capex	across	the	eight	largest	hyperscalers	(Google,	Amazon,	Meta,	Microsoft,	Oracle,	Tencent,	Alibaba,	Baidu)	is	estimated	around	$710
billion.

3.	Financial	Analysis

FY2026	&	Q4	FY2026	headline	results	(reported	June	10,	2026)

Metric Q4	FY26 YoY FY2026	(full	year) YoY

Total	revenue $19.2B +21% $67.4B +17%

Total	cloud	revenue $9.9B +47% $34.0B +39%

—	Cloud	infrastructure
(OCI/IaaS)

$5.8B +93% $18.1B +77%

—	Cloud	applications	(SaaS) $4.1B +10% $15.9B +11%

GAAP	operating	income $6.1B +20% $20.6B +17%

Non-GAAP	operating	income $8.6B +22% $28.9B +16%

GAAP	EPS $1.45 +21% $5.83 +34%

Non-GAAP	EPS $2.11 +24% $7.63 +27%

Remaining	Performance
Obligations	(RPO)

$638B	(from	$553B) +363% $638B +363%

Operating	cash	flow — — $32.0B +54%

Capital	expenditures — — $55.7B +162%

Free	cash	flow — — −$23.7B —

FY2027	guidance:	$90B	total	revenue	(+34%	constant-currency),	non-GAAP	EPS	of	$8.05	(+18%	adjusted).	Q1	FY27	guided	at	27–29%	revenue	growth
and	58–64%	cloud	revenue	growth.	Management’s	long-term	target	(FY26–FY30)	is	a	31%	revenue	CAGR	and	28%	non-GAAP	EPS	CAGR.	New	CFO
Hilary	Maxson	(hired	from	Schneider	Electric	during	the	quarter)	guided	FY2027	net	capex	outlay	to	roughly	$70B,	excluding	an	expected	$20–25B	in
customer	prepayments.

What	these	numbers	mean

Revenue	and	earnings	growth	are	genuinely	excellent	and,	importantly,	Oracle	beat	estimates	this	quarter	—	this	isn’t	a	growth-disappointment	story.
The	RPO	figure	—	effectively	Oracle’s	signed-but-undelivered	order	backlog	—	more	than	quadrupled	year	over	year	and	is	management’s	central
argument	for	why	the	growth	guidance	is	credible:	the	demand	is	already	contracted,	not	merely	hoped	for.
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The	problem	sits	one	line	below:	free	cash	flow	was	negative	$23.7	billion	in	FY2026,	because	capital	expenditures	($55.7B)	grew	far	faster	than
operating	cash	flow	($32.0B,	itself	up	54%).	Oracle	is	spending	well	beyond	what	the	business	generates	to	build	data	centers	ahead	of	when	it	gets	paid	for
them,	and	depreciation	nearly	doubled	to	$7.62B	as	those	assets	come	online	—	a	preview	of	ongoing	margin	pressure	as	this	capacity	is	depreciated	over
the	coming	years	even	before	it’s	fully	utilized.

Capital	allocation:	a	genuine	regime	change

This	is	one	of	the	most	underappreciated	shifts	in	the	Oracle	story.	For	over	a	decade,	Oracle	was	a	heavy	share	repurchaser	—	buybacks	shrank	the	share
count	by	roughly	45%	over	15	years,	which	is	a	large	part	of	how	Larry	Ellison’s	ownership	stake	rose	from	about	23%	to	about	40%	without	him	buying
additional	shares.	That	era	has	effectively	ended:	Oracle	repurchased	just	$93	million	of	stock	in	the	first	nine	months	of	FY2026,	versus	$450	million	in
the	same	period	a	year	earlier	—	a	collapse	of	roughly	80%.	Meanwhile,	Oracle	issued	$5	billion	of	mandatory	convertible	preferred	stock	in	February
2026,	plans	an	additional	$20	billion	common	equity	raise,	and	expects	to	raise	“tens	of	billions”	more	in	debt	and	equity	over	the	next	three	years.	The
$0.50	quarterly	dividend	(yield	~1.4%,	payout	ratio	~34%)	has	been	maintained,	but	the	buyback	—	historically	the	primary	lever	returning	cash	to
shareholders	—	has	been	shut	off	in	favor	of	funding	the	AI	buildout	and,	increasingly,	in	favor	of	paying	down/managing	an	escalating	debt	load.

Balance	sheet	and	profitability	ratios

Total	debt:	approximately	$130B	at	fiscal	year-end	(May	31,	2026),	reported	at	approximately	$167B	in	subsequent	(early	July)	coverage	as	new
issuance	continued	—	the	number	is	moving	quickly	and	upward.

Credit	rating:	cut	by	S&P	to	BBB-	from	BBB	in	early	July	2026	—	one	notch	above	speculative	(“junk”)	grade,	though	with	a	stable,	not	negative,
outlook.	S&P’s	stated	reasons:	exploding	capex	(it	now	models	$90–95B	for	FY2027,	versus	its	own	prior	$60B	estimate)	and	weakening	cash	flow.

Current	ratio:	roughly	1.1	—	tight,	not	alarming	on	its	own,	but	offering	little	cushion.

Return	on	equity	(ROE):	reported	in	the	42–53%	range	across	data	providers.	This	looks	spectacular	but	is	substantially	inflated	by	leverage	—
Oracle’s	equity	base	is	small	relative	to	its	debt,	so	the	same	dollar	of	net	income	produces	a	much	higher	ROE	than	it	would	at	a	normal	capital
structure.	Treat	this	number	with	real	skepticism.

Return	on	invested	capital	(ROIC):	a	much	more	honest	~10.7–11.5%,	since	it	blends	debt	and	equity	capital.	This	is	solid	but	unspectacular	for	a
company	commanding	a	growth	valuation,	and	it’s	likely	to	come	under	pressure	near-term	as	newly	built	AI	capacity	ramps	toward	full	utilization.

Return	on	assets	(ROA):	~7.4%.

Bottom	line	on	financials:	the	income	statement	says	“excellent,	beat-and-raise	growth	company.”	The	cash	flow	statement	and	balance	sheet	say	“credit
story	under	real,	agency-validated	stress.”	Both	are	true	simultaneously,	and	reconciling	them	is	the	crux	of	the	entire	investment	case.

4.	Competitive	Analysis

Competitor Primary	battleground	vs.	Oracle Oracle’s	relative	position

Microsoft	(Azure,	SQL	Server,	Dynamics	365) Cloud	infrastructure,	databases,	ERP/CRM	apps Microsoft’s	most	direct,	broadest	competitor;	far	larger	scale,
stronger	balance	sheet,	deeper	AI/software	integration
(OpenAI’s	primary	cloud	partner	alongside	Oracle).	Oracle
counters	with	autonomous	database	tech	and	flexible
deployment.

Amazon	(AWS) Cloud	infrastructure	scale	leader AWS	is	larger	and	more	diversified	but	growing	more	slowly
(~18–19%)	than	Oracle’s	OCI	(77–93%)	off	a	much	bigger
base.

Google	Cloud Cloud	infrastructure,	AI/ML	tooling Fastest-growing	of	the	Big	Three;	strong	in	AI-native
workloads	via	Gemini/Vertex	AI/TPUs.

SAP ERP,	especially	Europe	and	industrials SAP	remains	Oracle’s	primary	ERP	rival	with	strong	large-
enterprise	share,	particularly	outside	the	U.S.

Salesforce CRM	/	customer	applications Category	leader	in	cloud-native	CRM;	Oracle	competes	by
bundling	CX	Cloud	into	its	broader	Fusion	ERP	suite	rather
than	out-innovating	Salesforce	head-on.

Workday HCM	(human	capital	management) Strongest	cloud-native	alternative	in	HR	software.

Snowflake	/	Databricks	/	MongoDB Modern	data/analytics	platforms These	are	viewed	by	several	independent	analysts	as	having
built	the	stronger	“modern”	moat	in	data	—	Snowflake’s
multi-cloud	data	marketplace	creates	network	effects	Oracle’s
more	traditional	database	architecture	doesn’t	replicate.	This
is	arguably	Oracle’s	weakest	competitive	flank.

CoreWeave	/	Lambda	Labs GPU-specialized	AI	cloud Narrower,	AI-pure-play	infrastructure	rivals;	Oracle	counters
via	its	Nvidia	partnership	and	OCI’s	GPU	price-performance.

The	moat,	honestly	assessed

Page 3 of 9Oracle (ORCL) Equity Research — July 2026



Oracle’s	legacy	database	and	ERP	franchise	carries	a	genuine,	durable	moat	—	deep	enterprise	entrenchment	and	switching	costs	that	have	persisted
for	decades	and	continue	funding	high-margin	support	revenue.	That	part	of	the	business	deserves	a	high	competitive-advantage	score	on	its	own.

The	newer	OCI/AI-infrastructure	growth	engine	carries	a	much	thinner	moat.	Oracle	is	essentially	renting	out	Nvidia	GPUs	at	scale,	competing	partly
on	price	and	data-center	execution	speed	rather	than	owning	a	differentiated	technology	stack	the	way	Nvidia	(chips)	or,	arguably,	Google	(custom	TPUs,
integrated	AI	research)	do.	Oracle’s	most	genuinely	clever	strategic	move	here	is	the	multicloud	database	strategy	—	placing	Oracle	Database	directly
inside	AWS,	Azure,	and	Google	Cloud	data	centers	so	customers	can	use	Oracle’s	database	without	leaving	their	primary	hyperscaler.	This	turns	former
pure	competitors	into	distribution	partners	and	has	produced	explosive	(if	small-base)	multicloud	database	revenue	growth.	It’s	a	real,	differentiated
advantage	and	one	of	the	more	underrated	parts	of	the	bull	case.

Net	competitive	read:	a	strong,	high-quality	legacy	core	subsidizing	and	funding	a	much	more	commoditized,	capital-intensive,	and	competitively
contested	growth	business.

5.	Management	Assessment

Oracle	underwent	a	significant	leadership	change	on	September	22,	2025:	Safra	Catz,	CEO	since	2014	(under	whom	Oracle’s	stock	rose	more	than	586%
and	market	cap	approached	$1	trillion),	moved	to	Executive	Vice	Chair	of	the	board	after	reportedly	selling	over	$2.5	billion	in	stock	during	2025.	She	was
replaced	by	co-CEOs	Clay	Magouyrk	(39,	joined	Oracle	in	2014	from	AWS,	built	OCI’s	Gen2	platform	—	the	technical	architect	of	the	current	cloud
infrastructure	business)	and	Mike	Sicilia	(54,	joined	via	the	2008	Primavera	Systems	acquisition,	built	Oracle’s	industry/vertical	applications	business).
Larry	Ellison	remains	Chairman	and	CTO	and	is,	by	a	wide	margin,	the	company’s	largest	individual	shareholder	at	roughly	40%	of	shares	outstanding.
Hilary	Maxson,	hired	from	Schneider	Electric,	became	CFO	during	fiscal	Q4	2026.

What’s	encouraging:	-	Deep	insider	ownership	(Ellison’s	stake)	creates	strong	incentive	alignment	with	shareholders	in	theory.	-	Both	new	co-CEOs	are
technical	operators	with	direct,	credible	track	records	building	the	specific	businesses	they	now	oversee	—	this	isn’t	an	outside	hire	learning	the	company
from	scratch.	-	The	two	new	CEOs	were	awarded	roughly	$350	million	in	stock	options	structured	to	require	sustained	share-price	appreciation	to	fully	vest
—	a	mechanism	explicitly	designed	to	align	pay	with	performance	(though,	notably,	the	stock’s	~58%	decline	since	their	appointment	means	those	awards
are	now	a	long	way	from	paying	out,	which	raises	its	own	retention-risk	question).

What’s	concerning:	-	Oracle’s	capital	allocation	philosophy	has	reversed	extremely	quickly	—	from	a	heavy,	multi-decade	share-repurchaser	to	a
company	issuing	significant	new	debt	and	equity	—	without,	in	this	analyst’s	read,	a	fully	articulated	communicated	framework	for	how	much	leverage	the
company	is	ultimately	willing	to	carry.	-	A	bondholder	lawsuit	(Ohio	Carpenters’	Pension	Plan,	filed	January	2026	in	New	York	state	court)	alleges
Oracle’s	offering	documents	for	an	$18	billion	September	2025	note	sale	misleadingly	described	further	borrowing	as	something	the	company	“may”	need,
when	it	allegedly	borrowed	an	additional	$38	billion	just	seven	weeks	later.	This	is	an	unresolved	legal	and	disclosure-quality	risk,	not	a	proven	finding,	but
it’s	a	real	overhang	worth	tracking.	-	Both	co-CEOs	are	new	to	the	top	job	(under	a	year	in	seat)	and	are	being	asked	to	execute	the	largest	capital	program
in	company	history	—	a	genuine,	unproven	execution	test	at	a	scale	neither	has	managed	before.	-	Headcount	fell	sharply	(13–21%	depending	on	the
measurement	window)	to	141,000	employees,	with	a	notable	pullback	specifically	in	sales	and	marketing	—	worth	watching	for	whether	this	reflects
disciplined	efficiency	or	emerging	strain	on	the	legacy	go-to-market	engine.

Net	management	read:	capable,	technically	credible	operators	with	real	skin	in	the	game,	but	currently	in	the	middle	of	an	unproven,	high-stakes
execution	test	with	live	legal	and	disclosure-quality	questions	attached.

6.	Growth	Drivers

Near-term	(next	12	months):	-	Converting	the	$638B	RPO	backlog	into	recognized	revenue	as	new	data-center	capacity	(Oracle	brought	online	more	than
1.2	gigawatts	in	FY2026	alone	and	is	targeting	nearly	another	full	gigawatt	in	the	current	quarter)	goes	live.	-	Continued	OCI	hyper-growth	(guided	58–
64%	cloud	revenue	growth	for	Q1	FY27).	-	Multicloud	database	expansion	inside	AWS/Azure/Google	Cloud.	-	New	product	cycles:	Oracle	AI	Database
26ai	(positioned	to	cut	customer	maintenance	workload)	and	Oracle’s	push	to	let	customers	run	any	major	LLM	(Gemini,	ChatGPT,	Grok,	etc.)	directly
against	Oracle	Database	data.

Long-term	(multi-year):	-	The	31%	revenue	/	28%	EPS	CAGR	target	through	FY2030,	contingent	on	the	AI	infrastructure	supercycle	continuing	roughly
on	its	current	trajectory.	-	The	Stargate	partnership	with	OpenAI	(detailed	in	the	risk	section	below)	—	4.5	gigawatts	of	dedicated	capacity,	part	of	a	$300
billion,	five-year	contract,	with	the	potential	to	be	transformative	if	it	plays	out	as	contracted.	-	International/sovereign	cloud	expansion	(UAE	Stargate	with
G42/Nvidia/Cisco/SoftBank;	sites	across	Michigan,	Wisconsin,	Wyoming,	Pennsylvania,	and	others).	-	Continued	high-margin	license-support	annuity
from	the	legacy	installed	base,	funding	the	buildout	even	as	it	slows	in	absolute	growth.

Probability/impact	framing:	the	near-term	drivers	are	high-probability	(already	contracted,	already	under	construction)	and	moderate-to-high	impact.	The
long-term	CAGR	targets	are	lower-probability	as	stated	(31%/28%	CAGR	sustained	for	four	full	years	is	a	very	high	bar	for	a	company	this	size)	but	would
be	extremely	high-impact	if	achieved	—	this	is	the	core	of	the	bull	case’s	optionality.
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7.	Risk	Analysis

The	central	risk:	customer	concentration	in	the	Stargate/OpenAI	relationship

This	deserves	top	billing	because	it	is	the	single	factor	most	likely	to	determine	which	scenario	(bull,	base,	or	bear	—	see	Section	13)	plays	out.

Oracle’s	OpenAI	relationship	is	structured	as	a	$300	billion,	five-year	cloud/compute	contract,	part	of	the	broader	~$500	billion,	~10-gigawatt	multi-partner
Stargate	initiative	(with	SoftBank	and	MGX).	Oracle	is	contracted	to	deploy	roughly	$135	billion	of	AI	hardware	against	an	estimated	$300	billion	of
contract	revenue	over	the	term	—	a	favorable	ratio	if	it	fully	materializes	—	but	roughly	half	that	hardware	spend	was	required	before	the	end	of	2026,	well
ahead	of	matching	revenue	recognition.	Reporting	attributes	roughly	$300	billion	of	Oracle’s	entire	$638	billion	RPO	backlog	to	OpenAI	alone	—
meaning	Oracle’s	single	largest	source	of	future	revenue	is	one	counterparty.

OpenAI’s	financial	position	has	improved	(annualized	revenue	grew	from	roughly	$12B	in	mid-2025	to	roughly	$25B	in	early	2026,	and	it	closed	a	$122B
funding	round	at	an	$852B	valuation)	but	remains	far	short	of	what	would	be	needed	to	comfortably	fund	$300B+	in	commitments	to	Oracle	plus	large,
overlapping	commitments	made	to	Microsoft,	Amazon,	and	SoftBank/CoreWeave	simultaneously	—	against	projected	cumulative	cash	burn	in	the
hundreds	of	billions	through	2030.	Moody’s	has	described	the	Oracle-OpenAI	arrangement	as	functioning	like	one	of	the	world’s	largest	project	financings,
but	without	the	structural	ring-fencing	that	traditional	project	finance	normally	provides	—	meaning	Oracle’s	investment-grade	corporate	balance
sheet,	not	a	separately	protected	special-purpose	vehicle,	is	directly	absorbing	this	counterparty	risk.	There	are	already	some	real-world	friction	signals:
reporting	indicates	banks	have	grown	more	cautious	about	Oracle	counterparty	concentration	in	adjacent	data-center	financings,	and	at	least	one	developer
reportedly	redirected	a	deal	from	Oracle	to	Microsoft	specifically	because	lenders	flagged	this	concern.

Other	material	risks

Risk	category Assessment

Credit/leverage	risk High	probability	of	continued	elevated	leverage;	moderate-to-high	severity	if	a	second
downgrade	approaches	junk	territory,	which	would	raise	borrowing	costs	further	and	could
trigger	covenant	or	counterparty	issues.

Financing/dilution	risk High	probability	—	Oracle	has	explicitly	guided	to	tens	of	billions	more	in	debt	and	equity
issuance	over	the	next	three	years;	each	equity	raise	dilutes	existing	holders’	claim	on	the
backlog.

Legal/disclosure	risk Moderate	probability,	uncertain	severity	—	the	pending	bondholder	lawsuit	over	debt-
disclosure	practices	is	unresolved.

Execution	risk Moderate	—	untested	new	co-CEO	team	managing	the	largest	capex	program	in	company
history,	at	a	pace	(nearly	1	GW	of	capacity	per	quarter)	that	leaves	little	room	for	delay.

Competitive/technology	risk Moderate	—	Oracle’s	infrastructure	moat	is	thinner	than	its	database	moat;	a	shift	in	AI
training	economics	(e.g.,	more	efficient	models	needing	less	raw	compute,	a	theme	Anthropic’s
more	capital-efficient	growth	has	already	put	on	investors’	radar)	could	reduce	the	value	of
committed	GPU	capacity.

Regulatory	risk Low-to-moderate	—	new	UK	“Critical	Third	Party”	designation	signals	rising	oversight	of
hyperscalers	generally;	no	immediate	financial	impact	identified.

Macroeconomic	risk Moderate	—	Oracle’s	story	is	now	tightly	correlated	with	broader	“AI	bubble”	sentiment;	a
risk-off	move	in	AI-adjacent	equities	or	a	spike	in	borrowing	costs	would	hit	Oracle	harder
than	more	diversified	peers	given	its	leverage.

Valuation	risk Moderate	—	see	Section	8;	statistically	cheap	multiples	could	still	fall	further	if	credit
conditions	deteriorate	before	growth	is	proven	out.

8.	Valuation

Valuation	for	Oracle	right	now	requires	holding	two	views	in	your	head	simultaneously,	because	different	methods	point	in	different	directions	more
sharply	than	usual.

Approach Reading Interpretation

Trailing	P/E	(GAAP) ~24x Below	its	5-year	median	(~32x)

Forward	P/E	(non-GAAP,	FY27	guidance) ~17–18x Cheap	for	guided	18%+	EPS	growth

PEG	ratio ~0.6 Statistically	inexpensive	relative	to	growth

EV/EBITDA	(approximate) High-teens	and	rising Elevated	once	rapidly	growing	net	debt	is	factored	in;	trailing
EBITDA	also	doesn’t	yet	reflect	the	near-doubling	of
depreciation	now	flowing	through	the	model

One	popular	quant/DCF	fair-value	model	(GuruFocus	GF
Value)

~$183–185 Suggests	moderate	(~20–30%)	undervaluation	at	recent	prices

One	analyst-consensus	DCF	model	(Simply	Wall	St) ~$369 Suggests	dramatic	undervaluation	—	but	reflects	an	optimistic
long-run	growth/margin	assumption	set
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long-run	growth/margin	assumption	set

Average	sell-side	12-month	price	target Roughly	$225–270	(single-analyst	range:	$155–$400) Implies	60%+	upside	from	current	price,	but	these	targets	are
being	revised	downward	(~13%	over	the	past	three	months)
and	several	were	set	before	the	S&P	downgrade	fully	digested

Bond/credit	market	pricing	(CDS	spreads,	S&P	action) Pricing	real,	rising	default-adjacent	risk Not	consistent	with	“just	cheap	and	misunderstood”	—	the
credit	market	is	a	real	second	vote	that	disagrees	with	the
equity	bulls

Why	the	appropriate	valuation	method	here	is	triangulation,	not	a	single	multiple:	Oracle’s	revenue	mix	has	shifted	so	fast	(cloud	infrastructure	now
the	single	largest	growth	driver,	expected	to	keep	re-shaping	margins)	that	trailing	multiples	understate	both	the	growth	and	the	near-term	margin	pressure.
A	DCF	is	the	theoretically	“right”	tool	for	a	business	with	this	much	embedded	future	cash	flow	in	the	backlog	—	but	DCF	outputs	here	are	extraordinarily
sensitive	to	two	unknowable	inputs:	(1)	what	discount	rate	appropriately	compensates	for	the	credit	risk	just	flagged	by	S&P,	and	(2)	what	percentage	of	the
$638B	RPO	actually	converts	to	cash	on	schedule.	Small	changes	in	either	assumption	swing	“fair	value”	by	well	over	$100/share,	which	is	exactly	why
you	see	models	disagreeing	by	more	than	2x	(the	$183	GuruFocus	estimate	vs.	the	$369	Simply	Wall	St	estimate)	on	the	same	underlying	company.

This	analyst’s	read:	on	a	“growth	materializes	as	guided”	basis,	Oracle	looks	cheap	—	arguably	very	cheap.	But	part	of	why	it’s	cheap	is	that	the	market
(and	now	a	credit	rating	agency)	is	pricing	a	real,	non-trivial	probability	that	growth	does	not	fully	materialize	as	guided,	or	that	Oracle	has	to	pay	an
increasing	cost	of	capital	to	get	there.	That’s	not	the	same	thing	as	the	stock	being	irrationally	oversold.	Both	can	be	true:	Oracle	could	be	undervalued
conditional	on	the	AI	buildout	paying	off,	while	still	being	fairly	priced	unconditionally	once	you	weight	in	the	real	chance	it	doesn’t.

9.	Market	Sentiment

Analyst	ratings:	Consensus	remains	broadly	Buy/Strong	Buy	across	most	aggregators	(roughly	80%+	buy-rated	in	recent	snapshots),	though	target
prices	have	been	trimmed	meaningfully	in	the	past	three	months	as	the	debt	story	has	escalated.	Piper	Sandler	(Overweight,	$225	target,	reaffirmed
July	6,	2026)	and	Evercore	(buy-rated)	remain	constructive,	citing	durable	AI	demand;	Wedbush	recently	trimmed	its	target	to	$240	from	$275,
reflecting	the	more	cautious	direction	of	recent	revisions.

Institutional	ownership:	Reported	inconsistently	across	data	providers	(roughly	25–45%	depending	on	methodology	and	date),	with	Vanguard	(~6%)
and	BlackRock	entities	(~5–9%	combined)	among	the	largest	holders.	Reporting	noted	continued	institutional	accumulation	as	recently	as	Q3	2025
(e.g.,	T.	Rowe	Price	adding	over	11.5	million	shares),	though	ownership	data	has	understandably	not	kept	pace	with	the	speed	of	recent	price	action.

Insider	ownership/activity:	~40%	insider	ownership,	overwhelmingly	Larry	Ellison’s	stake.	Some	insider	selling	has	been	reported	in	recent	months
(figures	vary	by	source,	from	roughly	$2.6	million	to	$60	million	over	different	trailing	windows)	—	modest	in	absolute	terms	and	far	smaller	than
Catz’s	~$2.5	billion	of	2025	sales	ahead	of	her	transition	to	the	board.

Short	interest:	Only	about	1.3%	of	float	(~37.7	million	shares)	—	genuinely	low.	This	is	an	important,	somewhat	contrarian	data	point:	this	is	not
primarily	a	short-seller-driven	decline.	The	selling	pressure	has	come	from	long-only	holders	repricing	real	balance-sheet	risk,	not	from	a	crowded
short	trade.	That	cuts	against	a	“short	squeeze”	bull	narrative,	but	it	also	means	the	move	reflects	considered	institutional	risk	reassessment	rather	than
speculative	attack.

Overall	sentiment:	A	genuine,	live	disagreement	between	equity	analysts	(still	mostly	bullish	on	the	growth)	and	the	credit/bond	market	(now	actively
pricing	more	risk)	—	a	divergence	worth	taking	seriously	rather	than	assuming	one	side	is	simply	wrong.

10.	Technical	Analysis

(For	trade	timing	context	only	—	this	section	should	never	override	the	fundamental	risk	picture	above.)

Indicator Reading	(early-mid	July	2026) Signal

Long-term	trend	(200-day) Price	~25–30%	below	the	200-day	moving	average	(~$180–
197	depending	on	exact	date)

Strongly	bearish	long-term	trend

Medium-term	trend	(50-day) Price	below	the	50-day	MA	(~$142–184	depending	on	exact
date,	itself	falling	fast)

Bearish

RSI	(14-day) Roughly	32–45	across	recent	daily	snapshots Neutral-to-oversold,	not	extreme

MACD Negative Confirms	bearish	momentum

Key	support $139–141	zone	(multi-timeframe	trendline	confluence),	then
$136,	then	$132;	52-week	low	$134.57

Stock	is	currently	testing	this	zone

Key	resistance ~$160,	then	$178–183	zone,	then	$200+ Would	need	to	reclaim	these	to	signal	trend	change

Volume Roughly	in	line	with	~30M	share	average	daily	volume No	panic-selling	volume	spike	currently	visible

Aggregate	technical	rating	(multiple	platforms) “Sell”	to	“Strong	Sell”	on	daily/weekly	timeframes Confirms	the	fundamental	caution	above
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Read:	the	stock	is	in	a	confirmed,	severe	downtrend,	but	is	currently	sitting	on	a	support	zone	it	has	bounced	from	multiple	times	over	the	past	several
months,	with	oversold-adjacent	(not	extreme)	momentum	readings.	Technically,	this	is	a	legitimate	“wait	for	confirmation”	setup	rather	than	either	a
capitulation	bottom	or	a	clean	breakdown	—	consistent	with	the	fundamental	Watchlist	call.

11.	Investment	Scorecard

Note:	“Risk”	is	scored	inverted	—	10	=	highest	risk,	which	is	a	negative	for	the	investment	case,	unlike	the	other	seven	factors	where	higher	is	better.

Factor Score	(1–10) Rationale

Business	Quality 7 Genuinely	strong	legacy	database/ERP	franchise;	newer
growth	engine	(OCI)	is	more	commoditized	and	capital-
intensive

Financial	Strength 3 Negative	FCF,	rapidly	rising	debt,	fresh	credit	downgrade,
tight	liquidity

Competitive	Advantage	/	Moat 6 Deep	moat	in	core	database	business;	thin,	contested	moat	in
AI	infrastructure;	clever	multicloud	distribution	strategy	is	a
genuine	positive

Management 5 Technically	credible	new	leadership	and	strong	insider
alignment,	offset	by	unproven	execution	at	this	scale	and	an
unresolved	disclosure-practices	lawsuit

Growth	Potential 8 Real,	contracted	backlog;	guided	27–34%	near-term	growth;
long-term	CAGR	targets	are	ambitious	but	grounded	in	signed
contracts

Valuation 7 Statistically	cheap	on	forward	multiples	and	PEG,	but	partly
cheap	because	of	real,	agency-validated	risk,	not	pure
sentiment

Risk	(10	=	highest) 8 Single-counterparty	concentration,	leverage	trajectory,
dilution,	and	litigation	all	elevated	simultaneously

Technical	Setup 3 Confirmed	downtrend,	price	below	all	major	moving
averages,	though	sitting	on	a	repeatedly-tested	support	zone

Overall	Investment	Score:	~50/100

This	is	deliberately	close	to	the	midpoint.	It	is	not	a	hedge	or	a	refusal	to	take	a	position	—	it	reflects	a	situation	where	the	bull	case	(real,	contracted,	fast-
growing	demand	at	a	compressed	valuation)	and	the	bear	case	(a	credit-agency-validated	balance	sheet	crunch	tied	to	concentrated	counterparty	risk)	are
both	currently	well-supported	by	the	evidence,	and	the	outcome	genuinely	depends	on	developments	that	haven’t	happened	yet.

12.	Recommendation:	Watchlist

Not	Buy	—	the	balance	sheet	deterioration	is	not	merely	a	sentiment	overreaction;	it’s	been	independently	validated	by	a	rating	agency,	shows	up	in	bond-
market	pricing,	and	is	tied	to	concentrated	risk	in	a	counterparty	(OpenAI)	whose	own	ability	to	fund	hundreds	of	billions	in	overlapping	commitments	is
unproven.	Committing	fresh	capital	before	some	of	these	questions	resolve	would	be	underwriting	a	lot	of	uncertainty	at	once.

Not	Avoid	—	the	demand	is	real	and	contracted	(not	speculative),	Oracle	beat	estimates	this	quarter,	guidance	was	reaffirmed	and	raised,	the	valuation	has
compressed	to	genuinely	inexpensive	levels	on	a	forward	basis,	and	Oracle	retains	a	durable,	high-margin	legacy	moat	that	generates	real	cash	even	while
the	AI	infrastructure	bet	plays	out.	Writing	this	off	as	broken	would	be	ignoring	real	strengths.

What	would	move	this	toward	Buy:

1.	 Free	cash	flow	inflection	—	evidence	that	capex	growth	is	decelerating	relative	to	revenue	(management’s	own	FY2027	net-capex	guidance	of	~$70B
vs.	FY2026’s	$55.7B	suggests	this	could	start	to	show	up,	but	it	needs	to	actually	show	up	in	reported	results).

2.	 Credit	stabilization	—	a	stable-to-improving	S&P/Moody’s	trajectory	rather	than	continued	downgrades;	narrowing	CDS	spreads	would	be	a	good
leading	indicator.

3.	 RPO	diversification	—	a	declining	OpenAI	concentration	as	a	share	of	total	backlog,	or	concrete	evidence	(not	just	funding-round	headlines)	that
OpenAI’s	revenue	is	scaling	fast	enough	to	service	its	commitments.

4.	 Technical	confirmation	—	a	sustained	reclaim	of	the	50-day	moving	average	(currently	in	the	$140s–180s	and	falling)	would	suggest	the	market	is
starting	to	price	in	resolution	rather	than	ongoing	uncertainty.

What	would	move	this	toward	Avoid:

1.	 A	second	credit	downgrade	(into	junk	territory)	or	a	sharp	widening	in	CDS	spreads.
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2.	 Any	sign	of	RPO	cancellations,	contract	renegotiations,	or	a	public	funding	shortfall	at	OpenAI	or	another	major	customer.

3.	 A	break	below	the	52-week	low	($134.57)	on	high	volume,	signaling	capitulation-style	institutional	selling	rather	than	a	support	test.

4.	 Deterioration	in	the	bondholder	litigation,	or	evidence	of	further	disclosure	issues.

Indicative	levels	(context,	not	a	trade	plan,	given	this	isn’t	a	Buy	call)

Watch	zone	/	potential	accumulation	interest	for	risk-tolerant	investors,	contingent	on	the	above:	$132–141	(current	support	confluence)

Confirmation	of	trend	change:	sustained	move	above	~$183	(200-day	MA	zone)

Invalidation	of	the	“stabilizing”	thesis:	sustained	close	below	$134.57

13.	Scenario	Analysis

Scenario Key	assumptions Revenue/earnings	outlook Illustrative	12–24mo	fair
value*

Estimated	probability

Bull AI	infrastructure	demand	stays
ahead	of	supply;	OpenAI	and	other
large	customers	scale	revenue	in
line	with	(or	ahead	of)	their	own
projections;	Oracle	executes	the
buildout	on	schedule;	credit	metrics
stabilize	as	capex	growth
decelerates	relative	to	revenue	in
FY28+

Revenue	growth	sustains
near/above	guided	30%+	range;
FCF	inflects	positive	by	FY28;	no
major	credit	or	counterparty	shocks

~$250–300+ ~25%

Base Growth	continues	but	decelerates
somewhat	from	guidance	as	scale
increases;	capex	stays	heavy
through	FY27–28;	leverage
stabilizes	near	current	elevated
levels	without	further	downgrades
but	without	fast	improvement
either;	some	multiple	normalization
as	near-term	uncertainty	partially
resolves

Revenue	growth	in	the	high-teens
to	20s%;	FCF	remains	negative	or
barely	positive	through	FY27;
credit	rating	holds	at	BBB-/stable

~$170–210 ~45–50%

Bear A	major	AI	customer	(most	likely
OpenAI)	faces	a	funding	shortfall,
contract	renegotiation,	or	delayed
buildout;	a	second	credit
downgrade	forces	more	expensive,
more	dilutive	financing;	capex
discipline	is	questioned;	multiple
compresses	further

Revenue	growth	decelerates
sharply	below	guidance;	FCF	stays
deeply	negative	longer	than	guided;
possible	RPO	write-downs

~$90–125	(revisits/breaks	52-week
low)

~25–30%

Illustrative	estimates	based	on	the	scenario	assumptions,	not	precise	price	targets	—	treat	as	directional,	not	predictive.

14.	Final	Verdict	Memo

Would	I	invest	in	Oracle	today?	Based	on	this	analysis:	not	right	now,	but	it	stays	on	the	list,	and	I’d	revisit	it	quickly	if	any	of	the	“moves	toward
Buy”	triggers	in	Section	12	start	showing	up.

Why	not,	despite	genuinely	attractive	growth	and	valuation	on	paper:	the	biggest	concern	isn’t	Oracle’s	demand	—	that’s	real	and	contracted.	It’s	that
Oracle	chose	to	fund	a	historic,	front-loaded	infrastructure	buildout	primarily	with	debt	and	dilution	rather	than	a	more	conservative	capital	structure,	and
did	so	with	an	unusual	degree	of	concentration	in	a	single	counterparty	(OpenAI)	whose	own	ability	to	pay	for	what	it’s	contracted	for	is	still	unproven	at
this	scale.	A	credit	rating	agency	—	not	just	nervous	retail	sentiment	—	has	now	formally	flagged	that	risk.	When	a	genuinely	strong	operating	story
collides	with	a	genuinely	stressed	balance	sheet,	the	prudent	stance	is	to	wait	for	one	side	of	that	tension	to	resolve	rather	than	bet	on	which	side	wins.

What	would	need	to	change	before	this	becomes	a	Buy:	concrete	evidence	that	free	cash	flow	is	inflecting	(not	just	guided	to	inflect),	that	credit	metrics
are	stabilizing	rather	than	deteriorating	further,	and	that	the	customer	base	behind	the	$638B	backlog	is	diversifying	—	or,	at	minimum,	that	OpenAI’s	own
financial	position	is	visibly	strong	enough	to	service	its	roughly	$300B	of	commitments	to	Oracle	without	further	drama.	Any	of	these	would	materially
change	the	risk/reward	math	in	Oracle’s	favor,	especially	against	a	valuation	this	compressed.

One	practical	distinction	worth	naming:	the	calculus	differs	for	someone	deciding	whether	to	initiate	a	position	today	versus	someone	who	already	holds
shares.	This	report	is	framed	around	a	fresh	decision	(“would	you	invest	today”);	if	you’re	already	holding	a	position	sized	appropriately	for	your	own	risk
tolerance,	the	considerations	around	adding	to	it,	trimming	it,	or	holding	through	the	resolution	of	these	open	questions	are	different	ones	—	and	depend	on
your	cost	basis,	portfolio	concentration,	and	time	horizon	in	ways	a	general	report	like	this	one	can’t	capture.	That’s	a	good	conversation	to	have	with	a
financial	advisor	who	can	see	your	whole	picture.
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Sources

Key	sources	consulted	(July	2026	unless	noted):	Oracle	Corporation	Q4/FY2026	earnings	release	and	8-K	(June	10,	2026);	Oracle	10-Q/10-K	filings;
CNBC	(“Oracle	stock	ends	worst	week	since	2001,”	June	26,	2026;	Q4	earnings	coverage,	June	10,	2026);	Yahoo	Finance/Investing.com	(S&P	downgrade
coverage,	July	2026);	The	Motley	Fool	(“Oracle	Stock	Plummeted	by	25%…,”	July	2026;	“Oracle	Shares	Are	Down	24%…,”	April	2026);	HNGN	(S&P
downgrade	detail,	July	9,	2026);	Ainvest	(“Oracle	Is	One	Notch	From	Junk,”	July	2026);	Reuters/CNBC	(co-CEO	announcement	coverage,	September
2025);	Oracle	Investor	Relations	press	releases;	OpenAI/Stargate	official	announcements;	DatacenterDynamics	and	Data	Center	Frontier	(Stargate
coverage);	IntuitionLabs	(Oracle-OpenAI	deal	analysis);	The	Register	(Stargate	site	reporting,	March	2026);	TipRanks,	MarketBeat,	ChartMill,
StockAnalysis.com,	Finbold,	Investing.com,	TradingView,	Financhill,	GuruFocus,	Simply	Wall	St,	Fintel,	TickerGate	(market	data,	analyst	ratings,
technicals,	and	ownership	aggregation);	Convergences/Substack	(“The	Oracle-OpenAI	Crisis	Files,”	April	2026).

This	report	reflects	publicly	available	information	as	of	July	12,	2026.	Given	the	pace	of	developments	in	this	specific	situation,	treat	anything	more	than	a
few	weeks	old	with	appropriate	caution	and	verify	against	current	sources.
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