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Anthropic and the Pentagon clash over AI safe-
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Google’s Nano Banana 2 tops image leaderboards while expanding real-time
web-grounded generation across Gemini and Search. Anthropic escalates a
high-stakes dispute with the U.S. Department of War over surveillance and
autonomous weapons, as Perplexity pushes OS-level distribution via Samsung
and releases new retrieval embedding models.

Top Stories

1) Google’s Nano Banana 2 takes #1 in major image leaderboards
and rolls out broadly

Why it matters: Image generation is becoming a default capability inside main-
stream consumer and developer surfaces; the differentiators are now cost, text
rendering, and grounding to real-world conditions via search.

Google DeepMind launched Nano Banana 2 (officially Gemini 3.1 Flash
Image Preview) as a state-of-the-art image generation and editing model built
on the latest Gemini Flash, aiming for Pro-level capabilities at “Flash”
speed '2. In LMSYS Image Arena, it debuted at #1 and is described as
powered by real-time web search information and images 3.
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Key benchmark and pricing callouts: - Image Arena: #1 Text-to-Image
(1279) and ties #1 Single-Image Edit (1407); Top 3 Multi-Image Edit *
- Price: $0.067 per image (about 2X cheaper than Nano Banana Pro) ° -
Text rendering: Image Arena highlighted a 604 point lead over Nano Banana
Pro in text rendering ©

Google also emphasized the model’s production features (e.g., 512px — 4K
upscaling, aspect ratio control, and consistency up to 5 characters 4+ 14
objects) 7. Rollout includes Gemini App, Search (141 countries), Flow, and
preview via AI Studio and Vertex AI 8.

2) Anthropic draws explicit red lines in a dispute with the U.S. De-
partment of War

Why it matters: The frontier-lab/government relationship is shifting from
abstract “Al policy” debates to contractual demands and enforcement
mechanisms.

Anthropic says the Department of War will only contract with Al companies that
accede to “any lawful use” and remove safeguards, and that it has threatened to
remove Anthropic from military systems, designate it a “supply chain risk,”
and invoke the Defense Production Act to force safeguards’ removal °.

In the statement, Anthropic describes two excluded use cases: - Mass domes-
tic surveillance, which it says is “incompatible with democratic values,” and
that powerful AI can assemble scattered data into “a comprehensive picture of
any person’s life—automatically and at massive scale” °. - Fully autonomous
weapons without oversight, arguing today’s frontier Al systems are “not reli-
able enough” and that proper guardrails “don’t exist today” !.

“Regardless, these threats do not change our position: we cannot in
good conscience accede to their request.” '2

A separate report summarized the stance as refusing to build tools for mass
surveillance of U.S. citizens or autonomous weapons without human

oversight, despite pressure tied to system access and “supply chain risk” threats
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3) Perplexity expands from “search app” to platform integration:
Samsung Galaxy S26 4+ new embedding models

Why it matters: Distribution is moving “down the stack” into OS-level assis-
tants, while retrieval quality becomes a product-level moat.

Perplexity announced it will be built into upcoming Samsung Galaxy S26
devices as a system-level AI with a dedicated wake word (“Hey Plex”),
positioned as the first time Samsung has granted OS-level access to a non-
Samsung/Google app %16, Perplexity says S26 users can launch it via wake
word or side button, and that system-level integration enables it to read from
and write to Samsung’s core apps directly '7.

Samsung’s Bixby is described as routing complex, web-based, or generative
queries to Perplexity APIs, combining real-time web search with LLM rea-

Perplexity also released two embedding model families—pplx-embed-v1 and
pplx-embed-context-vl—described as designed for real-world, web-scale
retrieval 202!, In a separate thread, Perplexity claimed internal web-scale
benchmarks with 100K+ real user queries over 1B+ web pages showed
strong performance versus competitors 22. Links: https://pplx.ai/pplx-embed

2 and quickstart docs https://docs.perplexity.ai/docs/embeddings/quickstart
24

4) ETH Zurich + Anthropic research highlights low-cost, automated
deanonymization at scale

Why it matters: As reasoning and retrieval improve, “anonymous posting” can
become fragile—even when no single step looks like deanonymization.

A paper described as “Large-Scale Online Deanonymization with LLMs”
demonstrates an automated ESRC pipeline (Extract identity signals — Search
via embeddings — Reason — Calibrate), reported to work on platforms in-
cluding Hacker News and Reddit, with claims of roughly $1 per target 252627,
Reported results included 67% correct identification on Hacker News users with
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90% precision when guessing 2%, plus performance on pseudonymous Reddit
academics and redacted interviews 2939,

5) Al-driven capex continues scaling: hyperscaler spending nears half
a trillion (2025) with larger projections ahead

Why it matters: Many “model progress” stories are increasingly constrained or
enabled by capital deployment (compute, energy, and data center buildout).

Epoch AT Research reported hyperscaler capex driven by AI has grown ~70%
per year since GPT-4, nearing $500B total in 2025 3!. If the trend con-
tinues, Alphabet, Amazon, Meta, Microsoft, and Oracle could spend $770B on
capex in 2026 32. Another projection cited ~$800B in 2026 and >$1T per year
in 2027 33. Epoch also noted it used a consistent capex measure from financial
filings because companies define “capex” differently on earnings calls 34.

Research & Innovation

Infrastructure + training efficiency: new techniques target bottle-
necks across datacenters and inference systems

Why it matters: Many of the biggest capability jumps are increasingly gated by
systems-level throughput and training logistics, not only model architec-
ture.

¢ MuLoCo: A pre-training optimizer positioned as enabling efficient fron-
tier LLM pre-training across datacenters with large enough batch sizes;
extends Muon’s advantages to distributed, quantized, and large-scale
training, with released code 3936,

o« DeepSeek DualPath: Proposes that KV-cache loading “does not have to
be prefill-centric,” introducing a storage-to-decode path where KV-cache
is loaded into a decode engine first, then transferred to prefill via high-
bandwidth RDMA; claims up to 1.87 X offline inference throughput and
1.96x higher online agent runs/sec 3738,
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Multi-agent coding efficiency: dynamic topology beats static work-
flows

Why it matters: As coding agents become standard, orchestration choices can
materially change both accuracy and cost.

AgentConductor uses an RL “orchestrator agent” to dynamically gener-
ate task-adapted interaction topologies based on inferred agent roles and
difficulty 3. Across five code datasets, it reported up to 14.6% pass@l1
improvement, 13% density reduction, and 68% token cost savings °. Paper:
https://arxiv.org/abs/2602.17100 1.

World models and shared state: “multiplayer” world modeling in
Minecraft

Why it matters: If world models move from “one agent’s view” to persistent
shared world state, they can become a substrate for multi-agent coordination.

Project Solaris introduced a multiplayer video world model effort in Minecraft,
arguing that “world state is global” and that shared representations beneath
individual views are what scale into collective capability 42. It includes a mul-
tiplayer data collection engine, a multiplayer DiT model trained on 12.6M
frames of coordinated gameplay, and an evaluation approach using a VLM-as-
judge #3. Project site: https://solaris-wm.github.io/ 4*.

Fast, on-the-fly model customization: Doc-to-LoRA and Text-to-
LoRA

Why it matters: Techniques that compress “customization” into a fast forward
pass can reduce reliance on long prompts or expensive fine-tuning.

Sakana Al Labs introduced Doc-to-LoR A and Text-to-LoRA, using a hyper-
network to generate LoRA adapters on demand to internalize new information
or adapt to tasks 4°. They report sub-second latency and released code/papers
4647 Doc-to-LoRA paper: https://arxiv.org/abs/2602.15902 48; Text-to-LoRA
paper: https://arxiv.org/abs/2506.06105 4°.
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Interpretability for video world models: V-JEPA 2

Why it matters: Understanding representations used by video models can clarify
what they’re actually learning (and what “physics simulation” claims do or don’t
mean).

Meta released Interpreting Physics in Video World Models, described as one of
the first interpretability studies of video encoders ®°. The work suggests modern
video models use distributed representations (not factorized variables like
a classical physics engine) that are nevertheless sufficient for making physical
predictions °!.

Products & Launches

“Do the work” interfaces: agents that execute multi-step tasks (not
just chat)

Why it matters: The Ul shift is toward delegation with oversight—describe
a goal, review a plan, get finished output.

¢ Microsoft Copilot Tasks (Research Preview): Positioned
as Al that “talks less and does more,” enabling users to dele-
gate work in plain language, review the plan, and stay in con-
trol ®2.  Example tasks include turning a syllabus into a study
plan, tracking apartment listings and booking showings, and triag-
ing emails with draft replies + auto-unsubscribe 535455, Waitlist:
https://copilot.microsoft.com/tasks/preview?form=M301EQ&OCID=CGE_ osocial_Copilot_ Free_ 868
56

e FactoryAl “Missions” for Droids: Described as goal-oriented, multi-
day autonomous work—describe what you want, approve the plan, and
come back to finished work °7. Examples included modernizing a 40-year-
old COBOL module and migrating >1k microservices across regions

58
Developer tooling updates: coding agents and IDE assistance

Why it matters: As more code is generated by agents, teams need better review,
debugging, and safe execution environments.

¢ Claude Code auto-memory: Reported as a new auto-memory feature
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where Claude remembers project context and preferred approaches across
sessions %960,

Cursor Bugbot Autofix: Automatically fixes issues it finds in PRs 6.
Details: http://cursor.com/blog/bugbot-autofix 2.

VS Code long-distance NES: Next Edit Suggestions can now propose
edits anywhere in a file, not only near the cursor 5364,

Ollama “Pi”: A minimal coding agent launchable via ollama launch
pi, described as customizable and able to write extensions for itself 6966,
Docs: https://docs.ollama.com /integrations/pi 7.

New creative and multimodal models shipping to users

Why it matters: Model quality matters, but availability through APIs and plat-
forms determines real adoption.

e PrunaAl P-Video: Launched with claims of fast/cheap video generation

(e.g., 10s to generate bs at 720p; $0.02/s at 720p and $0.04/s at 1080p) ©8.
It entered Video Arena (e.g., #22 Text-to-Video score 1178) 9.

¢ Kling 3.0: Released as an all-in-one multimodal creative engine; Kling

V3 Pro reached Video Arena top 10 for Image-to-Video (tied #8, score
1337) 7071,

QuiverAl Arrow 1.0: Public beta for an SVG Al model (“turn your
ideas into graphics”) 72.

Industry Moves

Capital, partnerships, and major organizational shifts

Why it matters: Distribution, compute access, and enterprise channels increas-
ingly determine who can scale.

¢ Amazon—OpenAl investment talks: A report claimed Amazon is ne-

gotiating a potential $50B investment in OpenAT—$15B upfront plus
$35B tied to either an IPO or achieving AGI 7374,
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e Sakana AI Xx Datadog: Strategic partnership focused on enter-
prise Al innovation and observability, with joint research, potential
open-source contributions, and go-to-market efforts ®75. Press release:
https://www.datadoghq.com/about/latest-news/press-releases/datadog-
sakana-ai-strategic-partnership/ 7.

¢ Block workforce reduction: Jack Dorsey said Block is reducing head-
count from over 10,000 to under 6,000, citing “intelligence tools” en-
abling smaller, flatter teams and a fundamentally new way of working
7879

e Thinking Machines Lab departures: Two more founding members
of Mira Murati’s Thinking Machines Lab reportedly left for Meta; the
startup raised $2B last year 50,

Policy & Regulation
Defense contracting pressure + “supply chain risk” as a leverage point

Why it matters: “Supply chain risk” designations and Defense Production Act
threats represent high-leverage tools that can reshape Al vendor behavior.

Anthropic describes threats including a “supply chain risk” label and potential
Defense Production Act invocation to compel safeguard removal 3!. Reporting
also described a “best and final” offer for unrestricted military use and possible
contract penalties if refused 3283,

A separate thread argued the Department of War has latitude to scope “supply
chain risk” narrowly (limiting Claude in sensitive systems without broader busi-
ness harm) or broadly (potentially forcing contractors to cut ties and raising
regulatory risk premia across AI) 848586,

Privacy risk from LLM-enabled deanonymization

Why it matters: As ESRC-style pipelines become cheaper, “anonymous” posts
may become linkable at scale.

The ETH Zurich + Anthropic paper summary emphasizes that more reasoning
compute can improve deanonymization and that the pipeline can be hard to
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block because it decomposes into benign-looking subtasks (summarize profile,

compute embeddings, rank candidates)

87

Quick Takes

Why it matters: Smaller updates often reveal where the ecosystem is hardening—
benchmarks, eval tooling, and deployment surfaces.

Claude Opus 4.6 reached #1 across Text, Code, and Search Arena,
with Search Arena score 1255 (430 over Grok-4.20-betal, GPT-5.2, and
Gemini-3) 8889,

Code Arena launched a Multi-File React leaderboard to evaluate
cross-file coordination, dependency management, state management, and
build reliability °.

SWE-bench Multilingual: reported scores slowly moved from ~65%
toward ~75%, while average cost-to-solve dropped from $0.67 to $0.10
with Minimax 2.5 91.

Qwen3.5-27B was reported at nearly 50% on Humanity’s Last Exam
(HLE) %2,

vLLM 0.16.0 released: https://github.com/vllm-project/vllm/releases/tag/v0.16.0
93
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