Galaxy Digital explores AI transition amid Bitcoin mining challenges
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Galaxy Digital, a prominent player in the Bitcoin mining sector, is considering a strategic transition towards artificial intelligence (AI) amid rising competition and increased mining difficulty. This potential shift was unveiled in the company's third-quarter earnings report, released on November 7, 2023.
Central to Galaxy’s exploration of AI is its 800-megawatt (MW) Helios mining facility located in West Texas. The firm has entered into a preliminary agreement with an undisclosed US-based hyperscale data centre operator. This partnership could potentially see the Helios facility converted to support high-performance computing (HPC), which is crucial for AI applications. Currently, Helios operates at 200 MW, and Galaxy is assessing the feasibility of expanding the site’s power capacity by an additional 1.7 gigawatts (GW). The transition, however, is contingent upon meticulous due diligence and the procurement of necessary approvals.
Galaxy Digital is not alone in considering such a transition. Other major mining companies, such as Riot Platforms and Marathon Digital, are also weighing expansions into AI. Core Scientific stands as a notable example, with expectations to generate over $8 billion through a 12-year partnership with AI-centric hyperscaler, CoreWeave.
Industry analysts predict that Bitcoin miners integrating AI into their operations could unlock substantial new revenue channels. VanEck, an asset management firm, projects that by directing 20% of energy resources towards AI computations, Bitcoin miners could achieve annual profits reaching up to $14 billion by 2027.
Despite these strategic plans, Galaxy’s third-quarter performance highlights the ongoing challenges within the Bitcoin mining industry. The company reported a 27% decrease in Bitcoin production, mining just 176 BTC, which corresponded with a 23% drop in mining revenue to $18.5 million. These figures come in spite of an 11% increase in Galaxy’s hashrate, which reached 6.2 exahashes per second (EH/s). Such results were primarily attributed to the Bitcoin halving event in April, increased mining difficulty, and seasonal energy curtailment.
Financially, Galaxy experienced a net loss of $54 million for the quarter, an improvement from the previous quarter's $177 million loss. Despite the industry-wide downturns in trading volumes and declining Ethereum prices, Galaxy reported over a 30% increase in operating revenue quarter-over-quarter. The firm achieved a net income of $191 million, driven by strong operational performance and favourable market conditions for digital assets. By the end of September, Galaxy’s equity capital was valued at $2.1 billion.
In the broader business landscape, Galaxy Digital continues to progress with its reorganisation strategy. The firm is on track to become a Delaware-based corporation and plans to seek a listing on Nasdaq, pending a final review and clearance from the Securities and Exchange Commission (SEC).
As Galaxy Digital navigates these developments, the potential pivot to AI signifies a noteworthy trend in the Bitcoin mining industry, where companies seek to innovate and diversify their operational models in response to shifting market dynamics.
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