Investment in AI and cloud technology rebounds after three years of decline
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Investment in artificial intelligence (AI) and cloud technology companies is showing a robust revival after three years of decline, according to a recent report by venture capital firm Accel. The organisation projects that the total funding will reach $79.2 billion by the end of 2024, marking a significant 27% increase from 2023's $62.5 billion.
AI companies are commanding a substantial portion of this resurgence, constituting 40% of the projected 2024 figure, indicating sustained interest and confidence in AI technology. Over the course of 2023 and 2024, AI companies have attracted a cumulative $56 billion, with the United States capturing the lion's share of these investments, accounting for 86%. Within this domain, companies focusing on foundational AI models have claimed two-thirds of the total funding, amounting to $37 billion.
Significant contributions to these staggering numbers have come from large-scale investments in the US, notably with OpenAI securing $6.6 billion, xAI receiving $6 billion, and Anthropic drawing in $4 billion. These substantial funding rounds have played a critical role in bolstering the perception and reality of US dominance in global AI investments.
In the realm of generative AI (genAI), US-based private companies accumulated approximately $25 billion, compared to Europe's $6.4 billion. The report highlights that, while Europe's figures are currently lower, the continent's growth rate is more rapid. To provide context, in 2023, Europe's genAI investment was a modest $2.4 billion, while the US enjoyed a considerably larger $22.4 billion.
Accel's report categorises AI-operated companies into three emerging leagues: 'Tech Titans,' 'AI Majors,' and 'AI Challengers.' The 'Tech Titans'—comprising industry giants like Amazon, Microsoft, Google, Meta, and Apple—are making massive investments, sometimes reaching into the billions, in their AI initiatives. OpenAI stands out among the 'AI Majors' as a leader in funding. Meanwhile, 'AI Challengers' are investing hundreds of millions in efforts to close the gap in the competitive landscape.
In parallel, the study reveals that funding for cloud technology is also rebounding, nearing levels seen before the COVID-19 pandemic. The current funding in this sector stands at $47.3 billion, just above the $46.1 billion recorded in 2020. However, despite this positive trend, the European public cloud index is still 31% below its zenith reached in 2021. Furthermore, growth within this sector is decelerating, with no company anticipated to grow by more than 40% by 2024.
While AI initiatives are gaining traction, the report points to several macroeconomic and geopolitical challenges that the technology sector faces. These issues include skills shortages, layoffs, and heightened cybersecurity risks from nation-state threats, which are putting pressure on spending in enterprise software. Such spending pressures might curb digital transformation initiatives, affecting the broader adoption of both cloud and AI technologies.
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