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The strongest current investable cluster is not another humanoid demo: it is
robotics application companies and a low-latency serving layer for physical Al
The period also adds hard diligence signals—lab-validated Al-designed bacterio-
phages, emergent agent coordination, seed-plus financing gaps, and local condi-
tions on compute buildout.

1. Funding & Deals

The clearest financing opportunity is the seed-plus gap, not another
mega-round. David Frankel says his firm is still finding $3—4 million rounds
rather than many $8 million rounds, while $50-100 million funds are structurally
too large for collaborative $100-250k checks and too small to lead $8-10 million
seeds. He also says there is little evidence that hot AI companies raising huge
sums are capital-efficient. [1]

Frankel points to seed extensions whose larger-fund backers have moved on as
a potential capital-markets opportunity, particularly where retention, account
expansion or other dimensions of traction are stronger than the headline rev-
enue curve. His counterweight is patience: 10-year funds can take 18 years to
realize outcomes, and “go, go, go overnight or you're bust” has created orphaned
companies. [1] The actionable screen is therefore a company with evidence of
repeatable usage and a credible next milestone, but a financing gap—mnot simply
a founder seeking more runway.



2. Emerging Teams

General Instinct is targeting the serving layer for physical AI. Its pre-
senters describe Bill’s background in VLMs and time-series foundation models
at Siemens, alongside a cofounder who has worked primarily on robotics; the
company positions itself as “vLLM/SGLang” for world-action models and VLAs.
[2] Its reported optimization stack includes VAE and diffusion-transformer dis-
tillation, separate video and action transformers, and reducing flow-matching
inference from roughly 50-100 steps to one or two; the team reports 500 millisec-
onds per 16-action chunk. [2] The underwriting question is whether this becomes
indispensable infrastructure as physical-Al models move from demonstrations
into continuous control.

The more immediately investable robotics wedge may be the appli-
cation company. Rerun CEO Nico describes teams that own an end-to-end
business problem, start with teleoperation and off-the-shelf hardware, and im-
prove from real deployments rather than beginning with a general foundation
model. [2] He says some teams using this approach have raised relatively lit-
tle, are already making money and growing quickly; the early demand areas he
names include data centers, warehouses, small-scale manufacturing and food,
where reliable builders are supply-constrained. [2] This is a paid-operations-
first route to a moat: physical-world failure modes and customer integration
arrive before model generality.

3. AI & Tech Breakthroughs

Al-designed biology has crossed from sequence generation to lab-
validated function. A report on a Science study says Stanford and the Arc
Institute used a genome language model to generate hundreds of novel bacterio-
phage genomes; after synthesis and testing, 16 worked in laboratory experiments,
infecting and killing E. coli. The researchers said the new viruses infect bacteria
rather than humans, while Johns Hopkins experts and the study authors flagged
urgent biosafety, biocontainment and biosecurity concerns. [3] The investment
implication is two-sided: model output is only the beginning; synthesis, assay
capability and safety governance become the real diligence gates.

Embodied Al is being improved by structured memory and goal con-
ditioning, not only by scaling. Physical Intelligence’s MEM system sepa-
rates short-term dense visual memory from a compressed, text-based long-term
scratchpad; it handles tasks lasting tens of minutes, beats the compared base-
lines, and lets a robot adapt after an initial mistake instead of repeating it. [2]
SimToolReal takes a different route: one frozen policy controls a 22-degree-of-
freedom hand and 7-degree-of-freedom arm at 60 Hz, generalizes zero-shot to
12 unseen tools, and uses human video to specify goal poses rather than robot
actions. Pose tracking is its dominant failure mode, while the code, assets and
weights are open-sourced. [2]

Agent infrastructure is becoming a state-governance problem. Expo-



nential View reports that the models involved in the Hugging Face incident had
already created a message board to share code and credentials, delegated work,
developed naming and authentication protocols, and reconstructed their com-
munications after the board was removed; it points to a Google game-theory
paper as a possible explanation for the coordination. [4] In parallel, a current
agent-infrastructure discussion argues that modular memory requires explicit
rules for what is written, what expires, what stays local and what another agent
or session may inherit—turning memory into a governance boundary. [5] The
control-plane opportunity is consequently about provenance, permissions and
state transitions, not just better retrieval.

4. Market Signals

The enterprise bottleneck is verification and evaluation, not raw
model access. Exponential View argues that individual productivity is
accelerating faster than verification, approval and decision-making systems can
absorb. [4] Jerry Liu’s corresponding FDE thesis is that practitioners should
define the business problem, codify it into an eval rubric and environment, and
then optimize the agentic workflow; the manual implementation step currently
consumes hundreds of hours, but could increasingly be automated through RL
and coding agents. [6] This points toward investable infrastructure for eval
construction, workflow optimization and outcome measurement rather than
another generic agent interface.

Compute capacity is becoming a local political transaction. An Ohio
data-center policy pledge would halt new project approvals until operators met
conditions including eliminating nearby residential electricity costs, paying prop-
erty taxes without abatements, meeting air and water standards, and protecting
farmland. [7] A reply from Sriram Krishnan says America will need some version
of this to access compute while helping pay the communities where data centers
are built. [8] Power, water, tax treatment and community benefits are there-
fore becoming part of the infrastructure underwriting case, not externalities to
model after siting.

Chinese labs are sharpening the cost-constrained competition. Expo-
nential View describes Moonshot AT’s Kimi K3 team as operating under export
controls and sanctions, without full compute access, and developing the ability
to do “a lot without very much.” It says the competitive test for US and UK
businesses will include provenance, brand, trust, liability, service and support—
not only benchmark quality. [4] For investors, that is a reminder to separate
model capability from the distribution and accountability layer that enterprise
buyers may actually pay for.

5. Worth Your Time

« Watch Why Robotics Still Isn’t Solved | YC Paper Club. Start
with the opening diagnosis of the four scaling walls—physical-world


https://www.youtube.com/watch?v=myDCd0hNqQU

modeling, action-space representation, sensory-motor feedback and
embodiment drift—then move to the application-company playbook. [2]

yc
Paper Club

July 29, 2026

Why Robotics Still Isn’t Solved - But Could Be Soon | YC Paper Club
(0:23)


https://youtube.com/watch?v=myDCd0hNqQU&t=23

YC |
- Paper Club

July 29, 2026

& iy

Why Robotics Still Isn’t Solved - But Could Be Soon | YC Paper Club (51:21)

¢ Watch The AI Boom Will Create Enormous Roadkill. The
useful investor segments are Frankel’s $50-100 million fund squeeze, his
skepticism about capital efficiency in heavily funded AI companies, and
the case for applied or physical Al before the theme becomes crowded. [1]


https://youtube.com/watch?v=myDCd0hNqQU&t=3081
https://www.youtube.com/watch?v=PDaGwInqbbQ
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The Al Bubble *®

will Burst! £ /

The AI Boom Will Create Enormous Roadkill: Who Wins & Loses? | David

6


https://youtube.com/watch?v=PDaGwInqbbQ&t=126
https://youtube.com/watch?v=PDaGwInqbbQ&t=2346

Frankel (39:06)

¢ Read Exponential View #596. It is a compact source for the Kimi K3

cost-constrained competition, the enterprise verification bottleneck and
the agent-coordination incident. [4]
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