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Introducing the first phase of 
Arm’s market expansion



2



3

Introducing the first phase of Arm’s market expansion

• Customer demand and financial opportunity led to the 

Arm AGI CPU

• Existing IP/CSS business remains strong

• Combined business is expected to be significantly 

accretive 

• Most R&D investment is already in the business



4

FYE26  TAM FYE31  TAM

CLOUD AI $330B $1.2T+

EDGE AI $180B $250B

PHYSICAL AI $25B $50B

TOTAL $535B $1.5T+

Massive and growing semiconductor content

Based on estimates.
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Massive and growing semiconductor content

FYE26  TAM FYE31  TAM

CLOUD AI

$35B
$50B

$245B

$55B

$100B+

$1T+

EDGE AI $180B $250B

PHYSICAL AI $25B $50B

TOTAL $535B $1.5T+

XPU

Based on estimates.
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Expanding our opportunity with Arm AGI CPU in Cloud AI TAM
Arm is benefiting from three drivers: Increased value, customer base and market size

Adding chips to CPU IP & CSS 
allows Arm to claim all the chip value

$2.4B $24B

Expanded opportunity

whole chip (FYE26)

Existing opportunity

IP/CSS (FYE26)

Based on estimates.
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Expanding our opportunity with Arm AGI CPU in Cloud AI TAM

Extending customer base beyond
largest cloud service providers

Arm is benefiting from three drivers: Increased value, customer base and market size

$2.4B $50B$24B

Expanded opportunity

whole market (FYE26)

Expanded opportunity

whole chip (FYE26)

Existing opportunity

IP/CSS (FYE26)

Based on estimates.
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Expanding our opportunity with Arm AGI CPU in Cloud AI TAM

$2.4B

Market to FYE31 accelerated by
increased agentic AI and inference

$100B+

40x
opportunity increase

FYE26 to FYE31

Arm is benefiting from three drivers: Increased value, customer base and market size

$50B$24B

Expanded opportunity

whole market (FYE31)

Expanded opportunity

whole market (FYE26)

Expanded opportunity

whole chip (FYE26)

Existing opportunity

IP/CSS (FYE26)

Based on estimates.
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Gross profit dollar per $1,000 of chip ASP*

Entering the silicon market with Arm AGI CPU

* Illustrative pricing to show difference in gross profit dollars of different 
business models and is not representative of Arm AGI CPU chip pricing. 

• Arm is selling Arm AGI CPU primarily to 

hyperscalers, larger enterprises, and tier-1 

server OEMs

• Chip model offers 5x-10x gain in gross 

profit dollars vs royalty

• CPU IP and CSS both are 100% gross 

profit but on royalty revenue rates of ~5% 

and ~10%

• Full chip solution maximizes revenue at 

~50% gross profit $50

$100

$500

$0

$100

$200

$300

$400

$500

$600

IP CSS Chip
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FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

• Began with demand pull from new customers

• Arm is uniquely positioned to provide AGI 

CPU as most of CPU chips are mainly based

on Arm IP

• FYE28 is expected to be the first year for 

meaningful Arm AGI CPU revenue  

• Revenue to ramp exponentially to

~$15B in FYE31

Landing the Arm AGI CPU business

$15B

Please have column tops fade out so readers can’t see 

where precisely what the columns represent except for FYE31

Based on estimates.
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• Royalty revenue drivers have been

o End market growth

o Market share gains

o Increasing complexity and more cores 

per chip

o Higher royalty rates from more advanced 
Arm technology (Armv9, CSS)

FYE22 FYE23 FYE24 FYE25 FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

Royalty revenue growth

Increasing royalty revenue growth

FYE26 financial figures assume we achieve the mid-point of guidance 
provided on Feb 4, 2026, at Arm’s Q3 results. 

Based on estimates.



12

• Royalty revenue drivers have been

o End market growth

o Market share gains

o Increasing complexity and more cores 

per chip

o Higher royalty rates from more advanced 
Arm technology (Armv9, CSS)

• Chip business expands opportunity – no 

material impact to royalty revenue trajectory 

• Royalty revenue forecast to grow at a 

20% CAGR from FYE26 – FYE31 

Royalty revenue growth

Increasing Royalty Revenue Growth

FYE22 FYE23 FYE24 FYE25 FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

Increasing royalty revenue growth

FYE26 financial figures assume we achieve the mid-point of guidance 
provided on Feb 4, 2026, at Arm’s Q3 results. 

Based on estimates.
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Subsequent gen CSS

First gen CSS

Subsequent gen 
Armv9

First gen 
Armv9

Adding functionality lifts royalty rates• AI is driving fierce competition in functionality 

and time to market

• Arm’s continuing innovation keeps customers 

on the leading edge…

• …and allows Arm to capture more value 

through improved royalty rates

Technology improvements lifting royalty rates

*Dates correspond to customer product launch

1X 2X 3X
Per core pricing

2023*

2025

2025

2023*
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Data center chip core count trajectory• In the data center, royalty rates per core 

are rising

• AI, including agentic AI, is driving need for 

more cores per chip

• Compounding growth supports our high 

confidence in data center royalty growth

Rising chip complexity also lifting Arm’s value per chip

Launched chip by customer

Planned chip by customer

Calendar year
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Royalty revenue – percentage in contract drives high confidence

>70% of Arm’s forecasted royalties are based on rates already under contract

FYE26 FYE27 FYE28 FYE29 FYE30 FYE31
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~65% of forecasted royalties based 

on rates under contract

Continued strong royalty growth

Edge AI: Armv9, CSS driving continued revenue growth

FYE26 FYE27 FYE28 FYE29 FYE30 FYE31FYE26 FYE27 FYE28 FYE29 FYE30 FYE31
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Based on estimates.
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~85% of forecasted royalties based on 

rates under contract

Continued strong royalty growth

Cloud AI: Market growth, share gains, rising core count, and $/core

FYE26 FYE27 FYE28 FYE29 FYE30 FYE31FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

1
0

0
%

~
1
0

0
%

~
8
5

%

~
8
0

%

~
8
0

%

~
9
0

%

Based on estimates.
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FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

~95% of forecasted royalties based on 

rates under contract

Continued strong royalty growth
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Physical AI: Automotive now, robotics entering early deployment 

FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

Based on estimates.
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Royalty revenue mix in FYE31

(not including Arm AGI CPU family)

Edge AI

Cloud AI

Physical AI

Royalty revenue mix in FYE26

Edge AI

Cloud AI

Physical AI

Cloud AI will be our fastest growing revenue driver

Based on estimates.
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Royalty & chip revenue mix in FYE31 

(including Arm AGI CPU family)

Cloud AI will be our fastest growing revenue driver

Royalty & Chip Revenue Mix 
(including Arm AGI CPU family)

Royalty Revenue Mix
(not including Arm AGI CPU family)

Edge AI

Cloud AI

Physical AI

Royalty revenue mix in FYE26

Edge AI

Cloud AI

Physical AI

Based on estimates.
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FYE22 FYE23 FYE24 FYE25 FYE26

Increasing license revenue

FYE26 financial figures assume we achieve the mid-point 
of guidance provided on Feb 4, 2026, at Arm’s Q3 results. 

• License revenue growth well ahead of

prior long-term expectations

Robust licensing growth today enables future royalty growth
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Increasing license revenue• License revenue growth well ahead of 

prior long-term expectations

• License revenue to remain above 

long-term target in the near-term

• This leads to strong royalty growth in 

future years

Robust licensing growth today enables future royalty growth

Increasing License Revenue

FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

FYE26 financial figures assume we achieve the mid-point of guidance 
provided on Feb 4, 2026, at Arm’s Q3 results.
License revenue forecast includes design service revenues (i.e. from SoftBank) and does not include any 
contribution from chip revenue. 

Based on estimates.
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FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

Licensing Royalty Arm AGI CPU

• Arm AGI CPU expands Arm’s opportunity into 

an underserved customer base

• Revenues from Arm AGI CPU are additional 

to CPU IP and CSS license and royalty 

revenue

Arm AGI CPU is complementary to Arm's CPU IP / CSS business

FYE26 financial figures assume we achieve the mid-point 
of guidance provided on Feb 4, 2026, at Arm’s Q3 results. 

$25B

Based on estimates.
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FYE24 FYE25 FYE26 FYE27 FYE28 FYE29 FYE30 FYE31

• AI creates unprecedented opportunity

• Our R&D drives a virtuous cycle of new 

products driving revenue growth

• Arm has already meaningfully ramped R&D to 

support CPU, CSS, and chip roadmaps

• Forecasting mid-teens opex CAGR 

FYE26 to FYE31

Critical mass of R&D already hired – increasing operational leverage

Non-GAAP operating cost growth decelerating

FYE26 financial figures assume we achieve the mid-point 
of guidance provided on Feb 4, 2026, at Arm’s Q3 results. 

Based on estimates.
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Non-GAAP

earnings per share 

>$9Non-GAAP

operating margin

>65%

IP/CSS revenue

$10B

Non-GAAP 

operating margin

>30%

Chip revenue

$15B

IP/CSS business
in FYE31

Arm AGI CPU business
in FYE31

Strong revenue and operating profit growth yields >$9 in EPS power

Consolidated business 
in FYE31 

Based on estimates.
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• Arm’s existing IP/CSS business remains 

strong with multiple multi-year growth drivers

• Customer demand and financial opportunity 

has led us to offer chips

• Combined business is expected to be 

significantly accretive

• Most R&D investment required is already in 

the business

Arm: Our trajectory is clear

FYE31 EPS power

>$9

Combined revenue

$25B

Forecast for FYE31

Based on estimates.
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