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GOVERNING QUESTION

Can Shopify remain the indispensable operating system and checkout layer for
commerce as the shopping surface fragments into Al, while sustaining enough
margin discipline to justify a premium valuation?

SUB-QUESTIONS

*  Which of the three live options — aggressive openness, margin optimization, or diversification —
survives constraint testing given the closing competitive window and capital discipline

requirements?

Is Shopify's competitive moat deepening or eroding relative to Al-native commerce entrants, and is
that trajectory accurately reflected in the current 138.7x EV/EBITDA premium?

What combination of infrastructure openness and investor narrative management is required to
prevent multiple compression before the Al commerce architecture is decided?
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1. Strategic Directive

Strategic Context

Shopify enters 2026 as the dominant SMB-to-mid-market commerce operating system — $11.6B in
revenue, $2.0B in FCF, an 8.7% ROIC on an improving trajectory, and a $165.6B market cap supported
by a 138.7x EV/EBITDA premium that prices in durable competitive advantage. The core tension is
structural: Al is fragmenting the shopping surface across conversational interfaces, social overlays, and
agentic checkout flows, threatening to commoditize the checkout layer that Shopify's premium valuation
explicitly prices as proprietary. This forces a capital allocation and positioning decision with direct
implications for whether Shopify's EV/EBITDA multiple expands, compresses, or collapses. The board
should authorize Shopify to pursue aggressive infrastructure openness — becoming the neutral,
Al-agnostic commerce backbone — while simultaneously tightening investor narrative around the
economic moat this position creates, and preserving margin discipline within the current FCF envelope.

PRIMARY RECOMMENDATION: Authorize Option 1 — aggressive infrastructure openness —
with an explicit investor narrative program and FCF-gated investment discipline; reject
diversification as constraint-violating and margin optimization as strategically surrendering
the competitive window.

Three Supporting Imperatives

Imperative 1 - Establish Shopify as the neutral, Al-agnostic commerce
infrastructure layer before hyperscalers close the architectural window

o Competitive window metric: Estimated 12-24 months before Al platform lock-in by
Google/Amazon/Meta becomes structurally irreversible (Assumption based on observed
Al product cadence)

Imperative 2 - Translate ROIC improvement trajectory into a credible investor
narrative that defends the 138.7x EV/EBITDA premium against activist and
multiple-compression risk

o Valuation risk metric: ROIC of 8.7% still trails estimated WACC of 10-12%; closing this
spread is the single most important variable in sustaining the premium multiple

Restore net income trajectory and sustain FCF growth within the $2.0B envelope to
demonstrate that infrastructure investment does not come at the cost of
shareholder returns

o Margin risk metric: Net income declined from $2.0B (2024) to $1.2B (2025) despite 30%
revenue growth, signaling cost growth that must be contained to avoid earnings-driven
multiple compression

Decisions Required
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Decision: Approve Option 1 — aggressive infrastructure openness — as Shopify's primary
strategic posture for the next 18 months.
Decision: Ratify investment governance framework that gates incremental Al infrastructure
spend to FCF generation, preserving the $2.0B FCF floor.
Decision: Commission a structured investor narrative program to explicitly communicate the
economic moat logic of infrastructure openness to institutional holders.

Decision: Reject the diversification option as a primary strategy given capital and time
constraints; table it as a Stage 2 consideration contingent on moat stabilization.

Decision: Approve a formal competitive moat assessment — including Al-native checkout
win/loss data and merchant cohort retention analysis — to be completed within 60 days.

2. Situation & Stakes

Relative Relative
Position Market Share
Relative Share
Position Trajectory
(3Y)
Relative NPS vs.
Position Peers
Relative Price / Value
Position Positioning
Index
Defensibility Switching
Cost Proxy
Defensibility Platform
Stickiness /
Retention
Defensibility Patent / IP
Portfolio
Strength
Defensibility Network
Effect
Strength
Confidential

Shopify holds
estimated 28-32% of
US SMB e-commerce
platform market
(Assumption)

Accelerating —
revenue CAGR of
~28% (2023-2025) vs.
estimated industry
CAGR of ~12%

Not publicly disclosed;
Shopify G2/Capterra
ratings above Square
and Wix (Assumption)

Premium-priced vs.
Wix/Square; Plus tier
at ~$2,300/mo vs.
Square at ~$60/mo

High — average
merchant integrates
6-10 apps from
Shopify App Store
plus payments,
logistics, and capital
products (Assumption)

Not disclosed;
merchant retention is
a key undisclosed
metric (Data Gap)

Moderate — Shopify
holds checkout,
payments, and
logistics patents; not a
primary moat
mechanism

Moderate-strong —
App Store (8,000+
apps), partner

Estimated
25-28%
(2023)

Revenue

$7.1B (2023)

Not available

Stable

positioning

Moderate
(2022)

Not available

Stable

Moderate

Shopify Inc.

+3-4 pp
(Assumption)

+63% over 2
years

Not
quantifiable

No material
change

Increasing —
ecosystem
depth growing

Not
quantifiable

No material
change

Strengthening

Assumption — no
disclosed market
share data

FMP/SEC
EDGAR

Assumption

Assumption
based on public
pricing

Assumption; SEC
10-K ecosystem
disclosure

Data Gap

SEC 10-K;
Assumption

Assumption; SEC
10-K partner
disclosure
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Threat
Assessment

Threat
Assessment

Threat
Assessment

Threat
Assessment

Disruptor
Revenue
Growth Rate

Customer
Overlap with
Top Threat

Technology
Gap
Assessment

Win Rate
Trend vs. Key
Competitor

Key Pattern

The single most important pattern in this diagnostic is the divergence between Shopify's strong financial
trajectory — 30% revenue growth, $2.0B FCF, improving ROIC — and the widening technology gap
versus Al-native commerce entrants on the threat assessment metrics. Shopify's historical moat
(switching costs, ecosystem depth, payments integration) remains intact today, but the metrics that
predict future moat durability — win rate trends against Al-native competitors and merchant retention in
cohorts exposed to Buy with Prime — are either undisclosed or show widening gaps. This divergence is
precisely the condition that produces delayed multiple compression: the financials look strong while the

ecosystem, and
Shopify Payments
network create indirect
network effects
(Assumption)

Amazon Buy with
Prime growing
double-digits YoY;
Google Shopping Al in
beta with undisclosed
merchant adoption
(Hypothesis)

Estimated 40-60% of
Shopify merchants
also sell on Amazon
— Buy with Prime
represents direct
checkout layer
competition
(Assumption)

Shopify has APIs and
Hydrogen/Oxygen
stack; lacks native
LLM-integrated
storefront and
conversational
checkout — gap is
12-18 months vs.
hyperscalers
(Assumption)

Not disclosed;
absence of merchant
churn disclosure is a
material data gap
signaling potential
deterioration or
deliberate
confidentiality (Data
Gap)

Not applicable

Not available

Gap was
smaller in
2023

Not available

Accelerating

Increasing
overlap
(Assumption)

Gap widening

Not
quantifiable

Shopify Inc.

Hypothesis — no
public revenue
data

Assumption

Assumption
based on product
announcements

Data Gap

leading competitive indicators are deteriorating.

Hyperscalers (Google, Amazon, Meta) Within 12-18 months Google Shopping Al or Amazon Rufus achieves
establish Al-native checkout as the default 5%+ of US e-commerce transactions without
shopping surface, relegating Shopify's checkout Shopify API integration

to a backend fulfillment layer and compressing

take rates.

EV/EBITDA multiple compresses from 138.7x Within 6-12 months

toward peer median as investors reprice growth

Two consecutive quarters of decelerated
revenue growth below 20% YoY combined with
absence of Al roadmap disclosure
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assumptions in the absence of a credible Al
positioning narrative.

Net income deterioration (down 40% YoY from Immediate — already Q1 2026 earnings showing operating expense
$2.0B to $1.2B in 2025 despite 30% revenue underway growth exceeding 25% YoY without

growth) continues, triggering earnings-driven corresponding revenue acceleration

sell-off amplified by beta of 2.90.

Activist accumulation begins if multiple Within 18-24 months if no 13D/13G filing by a technology-focused activist
compression creates a perceived gap between corrective action fund; or analyst note explicitly arguing for
intrinsic value and market price, given Shopify's capital return program or business separation

strong balance sheet ($1.2B net cash) and
identifiable operational gaps.

3. Diagnosis
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Hypothesis: Shopify's premium valuation is priced on a competitive moat that
is structurally intact today but faces irreversible erosion within 18 months if Al
commerce infrastructure choices are delayed

Economic operators: EV/EBITDA multiple, competitive advantage period (CAP), ROIC vs.
WACC spread, merchant switching cost durability, Al checkout surface adoption rate

Key evidence: Shopify trades at 138.7x EV/EBITDA — a multiple that implies a long
competitive advantage period where ROIC materially exceeds WACC for many years.
However, ROIC at 8.7% still trails the estimated WACC of 10-12%, meaning Shopify is not yet
creating economic value on a spread basis. Mauboussin's 'Measuring the Moat' framework
(Credit Suisse) establishes that every year of CAP extension is worth approximately 10-15%
of enterprise value; conversely, CAP compression from Al surface disruption would be directly
reflected in multiple compression. The net income decline from $2.0B to $1.2B despite 30%
revenue growth signals that investment costs are front-running the moat-building thesis
without a clear investor narrative anchoring the spend.

Data required: Merchant cohort retention rates by vintage year and segment, and API call
volume from Al-integrated workflows, to determine whether the switching cost moat is holding
or beginning to erode.

Fastest test: Pull Q1 2026 merchant churn data by segment against a 2023 baseline cohort,
cross-referenced with merchants that have activated Buy with Prime or Google Shopping
integrations, within 30 days of earnings release.

Decision gate: If confirmed (churn accelerating in Al-exposed cohorts), accelerate
infrastructure openness investment immediately; if rejected (churn stable), the board has
more time but should still prosecute the narrative program to prevent mispricing.
Transmission: Al surfaces capture checkout intent — Shopify checkout bypassed — GMV per
merchant declines — revenue per merchant declines — ROIC fails to exceed WACC — CAP
contracts — EV/EBITDA compresses
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Hypothesis: The margin-optimization option violates the competitive window
constraint and would accelerate moat erosion by sacrificing infrastructure
investment precisely when architectural decisions are being locked in

« Economic operators: R&D as % of revenue, infrastructure investment timing, platform lock-in
timing, ROIC trajectory, operating leverage

* Key evidence: Option 2 (margin optimization) was tested against the binding constraints: it
satisfies the capital constraint (reduces spend) but violates the time constraint (the
competitive window for Al infrastructure positioning is estimated at 12-24 months). Shopify's
CapEx is already minimal at $26M in 2025 — the relevant investment is R&D and platform
development, not physical capital. Cutting R&D to protect net income in the near term would
improve the 2026 EPS trajectory but would not prevent the valuation-destroying scenario: a
competitor establishing Al checkout infrastructure that Shopify cannot later displace. Square
(ROIC -2.4%) and Wix (ROIC -14.4%) demonstrate what platform-as-commaodity looks like at
maturity — neither commands a premium multiple.

» Data required: Shopify's R&D expense breakdown by project category (Shopify Payments,
Hydrogen/Oxygen, Al/ML) to identify which investments are moat-building versus
maintenance spend eligible for reduction.

* Fastest test: Review the 10-K R&D footnote and MD&A commentary on technology
investment priorities from the 2026-02-11 filing to identify whether Al infrastructure investment
is already budgeted, within two weeks.

» Decision gate: This hypothesis is effectively confirmed by constraint logic alone — if the
competitive window is real (Assumption supported by observable Al product launches), then
margin optimization is eliminated as a primary strategy; it may be deployed tactically within
the recommended option to contain non-strategic costs.

* Transmission: Margin optimization chosen — R&D constrained — Al infrastructure investment
delayed — hyperscalers lock in checkout architecture — Shopify checkout commoditized —
multiple compresses — share price deteriorates (failure definition realized)

Hypothesis: The diversification option violates the capital constraint and
would destroy focus precisely when Shopify's core moat requires
concentrated defense investment

» Economic operators: Capital allocation efficiency, ROIC on new ventures vs. core,
management bandwidth, time-to-moat in new surface areas, opportunity cost of core
underinvestment

» Key evidence: Option 3 (diversification) was tested against both binding constraints: it violates
the capital constraint (requires estimated $500M-$1B to build or acquire materially
differentiated capabilities in a new surface area — Assumption) and likely violates the time
constraint (new capability build-out takes 18-36 months minimum). Shopify's $1.2B net cash
position provides optionality but not unlimited capacity for simultaneous core defense and new
surface investment. Critically, Shopify's ROIC at 8.7% is not yet above estimated WACC —
deploying capital into new, lower-certainty surface areas before the core moat is secured
would further dilute economic value creation and provide ammunition for an activist argument
that capital discipline is absent.

» Data required: A formal build-buy-partner analysis for each potential diversification surface,
with NPV and IRR estimates against the cost of equivalent core moat investment, would be
required to formally evaluate this option.
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» Fastest test: Commission a two-week internal scan of potential diversification targets, their
estimated acquisition cost, time-to-integration, and ROIC dilution impact, then present to the
board at the 60-day mark alongside the moat assessment findings.

» Decision gate: If diversification targets can be identified that are accretive to ROIC within 18
months and require less than $300M in capital, revisit as a supplementary tactic within the
infrastructure openness strategy; otherwise, reject as primary strategy and table for Stage 2.

» Transmission: Diversification chosen — capital and management bandwidth split — core Al
infrastructure investment underfunded — core moat erodes — new surface investment
generates below-WACC returns — total ROIC declines — multiple compresses

4. Recommendation & Economic Logic

PRIMARY RECOMMENDATION: Authorize Option 1 — aggressive infrastructure openness —
with an explicit investor narrative program and FCF-gated investment discipline; reject
diversification as constraint-violating and margin optimization as strategically surrendering

the competitive window.

ROIC Trajectory

Investment-Led / Openness
(Recommended)

6mo: 8.5-9.5% | 12mo:
9.5-11% | 18mo: 10-12%
(approaching WACC)

6mo: 25-30% YoY | 12mo:
22-28% YoY | 18mo: 20-25%
YoY (infrastructure wins add
GMV)

6mo: 130-150x | 12mo:
140-160x | 18mo: 150-175x
(multiple expansion on Al
moat narrative)

Revenue Trend

EV/EBITDA Trajectory

Activist Risk Level 6mo: Low | 12mo: Low |
18mo: Low (clear strategy +

improving ROIC)

6mo: $1.1-1.3B run rate |
12mo: $1.3-1.6B | 18mo:
$1.5-2.0B (investment costs
absorbed by revenue growth)

Net Income Trajectory

Confidential

6mo: 9-10% | 12mo: 9-10% |
18mo: 9-10% (flat; no
infrastructure gains)

6mo: 20-25% YoY | 12mo:
18-22% YoY | 18mo: 15-20%
YoY (decelerating)

6mo: 120-140x | 12mo:
110-130x | 18mo: 100-120x
(gradual compression)

6mo: Medium | 12mo:
Medium-High | 18mo: High
(narrative gap invites external
pressure)

6mo: $1.3-1.5B | 12mo:
$1.4-1.6B | 18mo: $1.5-1.7B
(higher near-term but capped
by slowing revenue)

Shopify Inc.

6mo: 8-9% | 12mo: 7-9% |
18mo: 6-8% (declining as AI
surfaces erode take rates)

6mo: 18-22% YoY | 12mo:
12-18% YoY | 18mo: 8-14%
YoY (Al bypass accelerates)

6mo: 100-130x | 12mo:
80-110x | 18mo: 60-90x
(re-rating toward commodity
platform peers)

6mo: Medium | 12mo: High |
18mo: High (deteriorating
fundamentals + balance
sheet optionality)

6mo: $0.9-1.2B | 12mo:
$0.7-1.0B | 18mo: $0.5-0.8B
(revenue deceleration
overwhelms cost controls)

Pillar 1: Establish Shopify as Neutral Al Commerce Infrastructure

» Strategic rationale: Shopify's most durable moat in an Al-fragmented commerce landscape is
not its storefront Ul — it is its checkout, payments, and fulfillment data layer. Becoming the
neutral infrastructure that any Al agent, LLM, or social surface can plug into preserves the
economic relationship with merchants regardless of where shopping intent originates.
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Initiative 1: Launch a public Al Commerce API program — standardized endpoints for agentic
checkout, inventory query, and merchant identity — enabling any Al surface to transact
through Shopify rails. Owner: CTO. Timeline: 90-day beta, 6-month full launch.

Initiative 2: Establish strategic integrations with top-3 LLM platform providers (e.g., OpenAl,
Google, Anthropic) to position Shopify checkout as the default commerce layer in Al assistant
shopping flows. Owner: Chief Business Officer / Partnerships. Timeline: LOI within 60 days,
live integrations within 9 months.

Initiative 3: Publish a Shopify Al Commerce Developer Kit with reference architectures for
agentic commerce, targeting the 8,000+ App Store partners to accelerate ecosystem adoption
of the open infrastructure posture. Owner: VP Platform. Timeline: Developer preview within 60
days, GA within 6 months.

Timeline: Q2 2026 — Q4 2026

Accountable role: CTO / Chief Product Officer

Key risk: Opening infrastructure to Al agents may accelerate Buy with Prime and Google
Shopping bypass if those platforms use Shopify APls to route checkout off-platform while
capturing merchant relationships. Mitigation requires API terms of service that preserve
Shopify's data rights and take-rate on transactions. If this risk materializes, the estimated
revenue impact is a 5-15% GMV take-rate compression, equivalent to $500M-$1.5B in
annualized revenue at current scale (Assumption).

Pillar 2: Translate ROIC Trajectory into a Credible Premium Valuation
Narrative

Strategic rationale: Shopify's 138.7x EV/EBITDA premium is defensible only if investors
believe ROIC will cross and sustain above WACC. The current ROIC of 8.7% versus
estimated WACC of 10-12% means Shopify is technically destroying economic value despite
strong revenue growth — a fact that, if surfaced by an activist, creates forced strategic change
under suboptimal conditions.

Initiative 1: Develop and publish a formal 'Shopify Infrastructure Moat' investor framework
document linking infrastructure openness investment to expected competitive advantage
period extension and ROIC trajectory. Owner: CFO / IR. Timeline: Draft within 45 days,
publish at next investor day.

Initiative 2: Introduce competitive moat KPls — merchant retention by cohort, Al-integrated
GMV as % of total GMV, and App Store ecosystem revenue growth — into quarterly earnings
disclosure to provide investors leading indicators of moat health. Owner: CFO. Timeline:
Begin Q1 2026 earnings call.

Initiative 3: Commission an independent board-level competitive moat assessment using
Hamilton Helmer's 7 Powers framework, with results presented to the full board within 90
days, to establish a defensible external reference point for investor engagement. Owner:
Board Strategy Committee. Timeline: Engagement within 30 days, findings in 90 days.

Timeline: Q2 2026 — Q3 2026
Accountable role: CFO / Chief Investor Relations Officer

Key risk: Investor narrative programs fail when the underlying fundamentals do not support
the story being told — specifically, if merchant retention data (currently undisclosed) shows
deterioration, publishing a moat narrative that investors later discover was contradicted by
internal data creates a credibility crisis worse than the original multiple compression. The
board must verify that merchant cohort data supports the narrative before committing to public
disclosure of moat KPIs. If data is unfavorable, the sequencing must be: fix first, disclose
second.
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Pillar 3: Restore Net Income Trajectory and Sustain FCF Discipline Within
the $2.0B Envelope

 Strategic rationale: Net income declining 40% YoY ($2.0B to $1.2B) despite 30% revenue
growth is the single most visible signal that investment costs are outrunning returns — and
with a beta of 2.90, any earnings miss is amplified into a disproportionate stock price reaction
that triggers the failure scenario (share price deterioration, valuation premium loss) without
any underlying competitive change.

+ Initiative 1: Conduct a zero-based cost review of all non-infrastructure operating expenses
(G&A, marketing, non-Al R&D) targeting $200-$400M in annualized savings to be redeployed
into Pillar 1 infrastructure investment without increasing total cost base. Owner: CFO / COO.
Timeline: 60-day review, implementation by Q3 2026.

» Initiative 2: Establish a formal capital allocation policy — approved by the board — that gates
incremental Al infrastructure investment to FCF generation above $2.0B annually, preventing
investment thesis drift that dilutes ROIC without a clear path to above-WACC returns. Owner:
CFO / Board Finance Committee. Timeline: Policy ratified at next board meeting.

» Initiative 3: Initiate a formal WACC computation and ROIC-by-segment analysis to identify
which business segments (Payments, Subscription, Logistics) are generating above-WACC
returns and which are diluting the portfolio ROIC, informing capital reallocation decisions.
Owner: CFO. Timeline: Completed within 45 days, presented to board within 60 days.

+ Timeline: Q2 2026 — Q3 2026

* Accountable role: CFO / COO

+ Key risk: Aggressive cost reduction in the wrong categories — specifically if non-infrastructure
headcount cuts reduce Shopify's merchant support quality or partner development capacity —
can accelerate merchant churn at precisely the moment when competitive alternatives are
proliferating. The mechanism of failure: cost cuts perceived as quality reduction — merchant
NPS declines — churn accelerates — leading indicators deteriorate before financials reflect it
— narrative credibility collapses. Estimated magnitude: a 1% increase in merchant churn
translates to a 2-4% revenue impact at current scale (Assumption).

5. Execution & Risk
[ Prase T acion VrvObiecteetic) | Owner | impact | Efort | Feaiiy | Doaine

Immediate (0-2 wks) Ratify board capital allocation CFO/ High Low High Week 2 of
policy gating incremental Al Board April 2026
infrastructure spend to FCF Finance

above $2.0B annually. Present Committee
policy document to board for

vote; include FCF trigger,

investment categories in scope,

and escalation process for

exceptions. Success metric:

board-approved policy

document.
Immediate (0-2 wks) Commission formal WACC CFO High Medium High Week 2 of
computation and April 2026

ROIC-by-segment analysis
using audited 2025 financials.
Engage internal finance team
with external validation; output

Confidential Shopify Inc. Page 9



Confidential | Board Brief

Shopify Inc.

Short-term (2-8 wks)

Short-term (2-8 wks)

Short-term (2-8 wks)

Medium-term (2-6 mo)

Medium-term (2-6 mo)

Medium-term (2-6 mo)

Confidential

is a segment-level ROIC
waterfall showing value-creating
versus value-destroying
business units. Success metric:
segment ROIC vs. WACC table
delivered to CFO.

Launch zero-based cost review
targeting $200-$400M in
non-infrastructure operating
expense reduction. Define
scope exclusions (Al R&D,
merchant support, partner
development); present
preliminary findings to CFO.
Success metric: preliminary cost
reduction map with $200M+
identified.

Publish Al Commerce
Developer Kit beta and issue
partnerships LOI to top-3 LLM
platform providers. Deliver
reference architecture
documentation; begin
commercial term negotiations.
Success metric: developer kit
live, LOI executed with at least
one LLM partner.

Introduce merchant cohort
retention and Al-integrated GMV
metrics into Q1 2026 earnings
disclosure. Draft IR
communications framework
linking these metrics to
competitive advantage period
thesis. Success metric: new
KPIs disclosed in Q1 2026
earnings call and press release.

Complete independent
board-level 7 Powers moat
assessment and present
findings with explicit strength
ratings and trajectory
assessments for each
applicable power. Success
metric: board receives
structured moat assessment
exhibit with actionable findings
by July 2026.

Launch full Al Commerce API
program with standardized
agentic checkout endpoints, live
integrations with at least two
LLM platforms, and 100+ App
Store partner integrations.
Success metric: Al-integrated
GMV exceeds 2% of total
platform GMV by Q3 2026.

Develop and present 'Shopify
Infrastructure Moat' investor
framework at a formal investor
day event, linking infrastructure
openness to competitive
advantage period extension and
ROIC trajectory. Success metric:
investor day held; analyst
coverage reflecting Al

CFO/
COO

CTO/
Chief
Business
Officer

CFO/IR

Board
Strategy
Committee

CTO/VP
Platform

CFO/
CEO

Shopify Inc.

High

High

High

High

High

High

Medium

High

Low

Medium

High

Medium

High

Medium

High

High

Medium

High

May 30,
2026

May 30,
2026

Q12026
Earnings
(expected
May 2026)

July 2026

September
2026

September
2026
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infrastructure moat thesis
increases by at least 3 firms.

Long-term (1 yr+) Achieve ROIC above estimated CFO/ High High Medium Q12027
WACC of 10-12% on a CEO
sustained quarterly basis,
supported by Al infrastructure
GMV contribution and cost
reallocation. Success metric:
four consecutive quarters of
ROIC above 10% disclosed in

earnings.
Long-term (1 yr+) Evaluate diversification options CEO/ Medium High Medium Q2 2027
as Stage 2 strategy if core moat = Chief
stabilization is confirmed by Strategy
merchant retention data and Officer

Al-integrated GMV growth.
Present build-buy-partner
analysis to the board with NPV
and IRR estimates for top-3
surface area candidates.
Success metric: formal
diversification assessment
delivered to board with a
go/no-go recommendation.

Key Milestones

* April 2026 (Week 2): Board capital allocation policy ratified with FCF trigger mechanism;
WACC computation and ROIC-by-segment analysis initiated with delivery date confirmed.

+ May 2026: Q1 2026 earnings call discloses merchant cohort retention and Al-integrated GMV
as new KPls; Al Commerce Developer Kit beta published; zero-based cost review preliminary
findings delivered to CFO with $200M+ in identified savings.

* July 2026: Independent 7 Powers moat assessment completed and presented to board with
explicit strength ratings, trajectory assessments, and actionable findings; LLM partnership
LOIs converted to executed commercial agreements with at least one hyperscaler.

» September 2026: Full Al Commerce API program live with 100+ App Store partner
integrations and two LLM platform integrations; formal investor day held with Infrastructure
Moat thesis presented; Al-integrated GMV exceeds 2% of total platform GMV.

+ Q1 2027: ROIC crosses estimated WACC threshold of 10% for the first time on a trailing
twelve-month basis; net income trajectory restored toward $1.8-2.0B annual run rate; no
activist 13D/13G filing against Shopify in the trailing 12 months.

LLM platform partners B/t High Two or more LLM = Accelerate direct merchant CTO/CEO
(Google, OpenAl, providers launch AP| adoption so Shopify
Amazon) decline proprietary infrastructure is embedded
Shopify integration in merchant before platform decisions are
favor of proprietary checkout without finalized; use $1.2B net cash
checkout solutions, Shopify for strategic minority
undermining the integration by Q3  investment in key Al platform
infrastructure 2026 partners if needed.
openness strategy

before it achieves

scale.
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Medium High Merchant NPS
declines more
than 5 points in
the quarter
following cost
reduction
implementation

Zero-based cost
review triggers
unintended
merchant-facing
quality degradation —
support response
times lengthen,
partner program
funding reduces —
accelerating churn in
a competitive
environment.

Investor day
Infrastructure Moat
thesis is received
skeptically by
institutional investors
if merchant retention
data (newly disclosed)
shows cohort
deterioration, creating
a credibility gap that
accelerates multiple
compression.

Post-investor-day
analyst
consensus price
target declines
exceed 10%
within 30 days

Al Commerce API
adoption by
merchants is slower
than projected,
resulting in
Al-integrated GMV
below 2% of total by
Q3 2026 and
undermining the
infrastructure
openness investment
thesis for investors.

Al-integrated
GMV below 0.5%
of total GMV by
end of Q2 2026

Shopify Inc.

Define hard exclusions from COO/CFO
cost review scope (merchant

support headcount, partner

development budget); require

merchant NPS tracking

monthly during implementation

period.

Sequence data verification CFO/IR
before narrative publication; if

merchant retention data is

unfavorable, delay investor

day until underlying metric

improvement is demonstrable.

VP Platform /
Chief Business
Officer

Launch a merchant incentive
program (fee waivers,
enhanced analytics) for early
Al API adopters; publish case
studies of Al-integrated
merchants achieving
above-average GMV growth to
accelerate adoption.

6. Path Forward

2026 earnings call, expected May 2026.

Confidential Shopify Inc.

* Immediate (this week): CFO and Board Finance Committee to ratify FCF-gated capital
allocation policy capping incremental Al infrastructure spend above $2.0B annually;
board-approved policy document delivered by Week 2 of April 2026 to anchor Pillar 3 FCF
discipline and prevent unconstrained spend that widens the net income gap.

» Short-term (2-4 weeks): CTO and Chief Business Officer to publish Al Commerce Developer
Kit beta and execute LOI with at least one of the top-3 LLM platforms (Google, OpenAl,
Amazon), activating Pillar 1's neutral infrastructure pathway before hyperscalers close the
architectural window; reference architecture live by May 30, 2026.

« 30 Days: CFO and COO to launch zero-based cost review identifying $200-$400M in
non-infrastructure OpEx reductions with explicit carve-outs for Al R&D and merchant support,
directly mitigating the 1%-churn-equals-2-4%-revenue-impact risk; preliminary cost reduction
map with $200M+ identified delivered by May 30, 2026.

* 60 Days: CFO and IR to introduce merchant cohort retention and Al-integrated GMV metrics
into Q1 2026 earnings disclosure, building the Pillar 2 investor narrative before the 138.7x
EV/EBITDA premium faces activist scrutiny; at least two new moat KPlIs disclosed on Q1
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* 90 Days: Board Strategy Committee to complete independent 7 Powers moat assessment
with explicit strength ratings, verifying that merchant cohort data supports the infrastructure
moat narrative before formal public commitment — sequencing fix-first, disclose-second per
Pillar 2 risk protocol; structured exhibit delivered to board by July 2026.

* 6 Months: CFO and CEO to host formal Shopify Infrastructure Moat investor day linking full Al
Commerce API program — live integrations with two LLM platforms, 100+ App Store partners,
Al-integrated GMV exceeding 2% of total platform GMV — to ROIC trajectory above WACC;
at least three additional analyst firms adopt infrastructure moat thesis by September 2026.

BOTTOM LINE: Shopify's premium valuation and competitive position both hinge on the same
12-month window: becoming the neutral Al commerce infrastructure layer before Google,
Amazon, and OpenAl build proprietary checkout into their own surfaces. The FCF-gated
investment discipline, Al Developer Kit launch, and credible ROIC narrative must execute in
sequence — not in parallel as separate initiatives. Inaction or sequencing failure does not
produce a gradual decline; with a beta of 2.90 and ROIC already below WACC, a single
earnings miss or activist surfacing of cohort deterioration triggers rapid, disproportionate
multiple compression that forecloses the infrastructure strategy before it achieves scale.
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