Crusoe Energy secures $500 million funding to drive AI data centre expansion
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Crusoe Energy, a rapidly expanding data centre start-up, is poised to boost its growth significantly with a fresh infusion of up to $500 million in equity capital. The funding round is being spearheaded by Founders Fund, the venture capital firm co-founded by billionaire Peter Thiel. With this latest influx of capital, Crusoe's valuation is expected to soar to approximately $3 billion, marking more than double its valuation from two years ago. This information comes from sources familiar with the details of the financial transaction.
Founded in 2018 by Chase Lochmiller and Cully Cavness, Crusoe Energy initially focused on creating data centres that utilised waste gases from oilfields to power energy-intensive activities like bitcoin mining. However, since 2020, the company strategically transitioned towards establishing more permanent data centre facilities. These facilities are equipped with large quantities of powerful AI chips manufactured by Nvidia, and they are primarily leased to tech companies focused on developing AI models.
The current fundraise signals the burgeoning interest and investment in "neocloud" companies—data centre entities that outsource cloud computing services crucial for AI development. This industry has witnessed significant financial backing, especially from Silicon Valley and Wall Street, aimed at facilitating the procurement of advanced AI chips from Nvidia. Large tech companies such as Microsoft and Meta utilise these chips in data centres for their AI-driven projects. Notably, CoreWeave, the predominant player in the neocloud sector, has amassed over $12 billion in debt and equity through various financing deals over the last year and a half.
Adding to Crusoe's ambitious expansion efforts, the company recently announced securing a $3.4 billion contract with Blue Owl Capital to fund a new data centre in Texas. This facility is set to be leased to Oracle, which has partnerships in place to supply computing power to prominent entities such as Microsoft and OpenAI.
The surge in Crusoe's valuation is reflective of heightened investments in AI-related companies, driven by a growing belief among venture capitalists that AI technology could prove as transformative as previous technological leaps, such as the rise of the internet or mobile connectivity. According to PitchBook, over 40% of the $93 billion venture capital expenditures in the first half of this year have been channelled into AI start-ups.
As generative AI companies garner substantial private financing, discussions around potential initial public offerings (IPOs) have surfaced. However, experts suggest that many AI start-ups are content with remaining privately held due to the unpredictability of AI product revenue and the fluid nature of regulatory environments. Though IPOs open avenues for increased capital access, market headwinds such as rising interest rates have impeded IPO momentum lately. In the first six months of 2024, only 37 firms accomplished IPOs, generating $28.4 billion in exit value, a sharp decline from the bumper IPO year of 2021.
Industry experts also highlight challenges in forecasting revenue due to swift advances in AI technology, which could complicate financial modelling disclosures to shareholders upon going public. Furthermore, ongoing regulatory developments, including data privacy issues and pending legislative measures related to AI safety, might deter AI companies from pursuing immediate public listings.
Despite these complexities, the AI sector continues to attract significant private investment, with strategic collaborations supplementing capital influxes from public offerings. Companies are increasingly focusing on responsible AI model development, potentially postponing IPOs until they can demonstrate stable profitability and robust customer bases.
Looking ahead, analysts anticipate a potential uptick in AI company IPO filings by 2025, contingent on economic and regulatory shifts post-U.S. presidential election, potentially revitalising interest rate dynamics and freeing capital for further stock market activities. Nonetheless, successful IPO ventures will necessitate AI companies to possess well-articulated profitability strategies and convincing fiscal projections.
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