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Will 2026 see the end of the Al
Hype?

5 Hype Traps We Need to Ignore to Move Forward
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TL;DR: The “Magic” phase of Al is over. In 2026, the industry is waking up to
a harsh hangover: thousands of “wrapper” startups are dying, and agentic
workflows are hitting the wall of physics and cost. This article argues that
the future isn't about bigger models or more intelligent agents, but about
metrics, energy efficiency, and local deployment. If you want to survive the
correction, stop chasing the hype and start counting the watts.

Key Takeaways:
« The Market Correction: With 95% of pilots failing to deliver RO, the

“wrapper” economy is imploding. 2026 is the end of features
masquerading as businesses.

The Reality Check: Progress is hitting two walls: Engineering limits (like
agentic “Loops of Death”) and Cultural resistance (the “Human Firewall”

in healthcare and education).

The 2026 Pivot: The industry is shifting from massive cloud models to
Small Language Models (SLMs) and Edge Al Success now depends on

vertical integration and energy efficiency — not magic.

Introduction

In 2025, MIT’s Project NANDA reported that 95% of generative Al
pilots/enterprise initiatives fail to deliver measurable ROI or P&T impact.
During the same time, Gartner also noted that worldwide generative Al
spending reaches $644 billion, a 76.4% YoY surge. It also reported a trend

similar to MIT's, in which application-layer revenue lags far behind

infrastructure costs.

This is a market correction we hear very little about, despite the constant
hype.

After three years of predictions about Agentic Al, AGI whispers, and sector
transformation, the sobering 2025 statistics tell a different story. To begin,
one needs to carefully examine the source of information to distinguish
signal from noise. Generally, a good indicator is whether the source is

someone who builds or someone who merely discusses Al
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assessment methods 1n education so that we help our students improve the
processes they undertake, rather than relying on rigid measures of progress.
In 2026, I will be publishing a book that explores this in depth.

These and other professionals across sectors are safeguarding domains in
which human judgment and relationships remain profoundly important.
The “revolution” we hear about amid the hype will more closely resemble

cautious, incremental pilots within a brave will to change.

4. Emerging Solution: The Energy Efficiency Imperative

The issue of Al and Energy Consumption is often treated as an abstract
moral failing. This misses a fundamental economic reality of AL Companies
spending billions on compute infrastructure are not doing it because they
enjoy burning money. They’re trapped in a cost structure they desperately

want to escape.

The Al giants have strong financial incentives to make their models smaller,
faster, and cheaper to run. Inference costs eat through their margins.
Google’s investment in custom Tensor Processing Units (TPUs) rather than
relying solely on NVIDIA GPUs demonstrates this economic imperative.
Purpose-built silicon optimised for neural network operations delivers
superior performance per watt, thereby directly reducing operational costs
at the scale of billions of daily inferences. Moreover, TPUs provide Google

greater control over the entire Al stack. I wrote an article on Google's Al

strategy that provides additional context.

A picture | took of a TPUV3 on display during Google’s I0 of 2018, The (smaller) TPUv can be seen in the other

display inthe . For context, Google's TPUs are currently at v7, which is explicitly designed for
inference.

In reality, 2025 marked a shift toward efficiency, with smaller language
models (SLMs) delivering comparable results with fractions of the power,
enabling local deployment on devices without constant reliance on the

cloud.

Fun fact: Before 2018, Google Translate primarily relied on cloud-based neural
machine translation, but in 2018, Google introduced compressed neural models for

offline, on-device use across 59 languages on Android and 108, delivering

remarkable scale with significant savings in data usage, latency, and accessibility
worldwide.

Just as “agent washing” rebrands legacy tools, 2025 saw “efficiency washing,”
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