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Abstract

Meta's Q2 2025 results reveal a company operating with a powerful dual strategy. Its core
advertising business is thriving, with artificial intelligence directly responsible for significant
gains in user engagement and ad conversion rates, fuelling a 22% year-over-year revenue
increase. This immediate monetisation is providing the immense financial firepower for
Meta's audacious long-term ambition: to build and deploy "personal superintelligence.” This
vision is backed by a massive escalation in capital expenditure and talent acquisition,
positioning the company for a high-stakes, transformative future, even as near-term
regulatory risks persist.

This brief follows our earlier article on Google’s grand reset (“The End of Search: Navigating
the Transition to an Al-Centric Information Ecosystem”).

Executive Summary

Al is directly boosting ad monetisation.

Strong revenue growth funds future ambitions.
"Superintelligence" is the new strategic north star.
Capital expenditure is set for massive growth.

Al glasses are key to Meta's vision.

User engagement continues its steady climb.

Reality Labs remains a significant cost centre.
European regulatory headwinds present near-term risks.

Q2 2025 Results: Al Monetisation in Motion

Meta's second-quarter performance underscores the successful deployment of Al as a
potent monetisation engine. The company reported total revenue of $47.5 billion, a 22%
increase from the prior year, leading to a net income of $18.3 billion. This financial strength
is almost entirely driven by the Family of Apps (FoA) segment, which includes Facebook,
Instagram, and WhatsApp, and generated $47.1 billion in revenue.

The growth is not merely from an expanding user base—though Family Daily Active People
(DAP) did grow 6% to 3.48 billion —but from enhanced efficiency. CEO Mark Zuckerberg
stated that the strong performance was "largely thanks to Al unlocking greater efficiency
and gains across our ads system".

This is substantiated by several key performance indicators:

e Higher Conversions: New Al-powered recommendation models drove approximately
5% more ad conversions on Instagram and 3% on Facebook. Advanced systems like
the 'Lattice’ model architecture alone drove a nearly 4% increase in ad conversions.

e Increased Engagement: Al advancements in content ranking have led to a 5%
increase in time spent on Facebook and 6% on Instagram this quarter alone.

e Improved Pricing: The average price per ad increased by 9% year-over-year, which
Meta attributes to higher advertiser demand driven by improved ad performance.

Meta is effectively creating a virtuous cycle where Al improves user experience, which
increases engagement, which in turn allows for more effective, higher-value ad placements.
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This robust financial engine is now being leveraged to fund a far more ambitious, long-term
venture.

The Ambition: The Quest for Superintelligence

While near-term results are strong, Meta's strategic focus is unequivocally shifting towards
a more profound, long-term goal: developing and deploying superintelligence. Zuckerberg
has defined this as "Al that surpasses human intelligence in every way" and believes it is
"now in sight". To this end, the company has established Meta Superintelligence Labs,
consolidating its top-tier research and product teams to accelerate model development.

This ambition is backed by a monumental financial commitment that will shape the
company's financial profile for years to come.

e Massive Infrastructure Investment: Meta is building unparalleled compute capacity,
including its 'Prometheus' cluster, which it expects to be the world's first to exceed
one gigawatt of power, and 'Hyperion', which is planned to scale up to five gigawatts.

e Escalating Capital Expenditure (CapEx): 2025 CapEx is forecasted to be between
$66-$72 billion, an increase of approximately $30 billion from the prior year. For
2026, the company expects "another year of similarly significant capex dollar
growth", potentially pushing annual spend towards $100 billion.

e Accelerating Expenses: CFO Susan Li projects that the total expense growth rate in
2026 will be higher than in 2025, driven primarily by infrastructure depreciation and
compensation for elite technical talent.

This spending is directed at what Zuckerberg frames as five key opportunities, with Al
devices being a critical pillar. He believes "Al glasses are going to be the main way that we
integrate superintelligence into our day-to-day lives", so the bet is on augmented reality (AR)
rather than virtual reality (VR). This highlights the strategic importance of the Reality Labs
(RL) segment, which continues to absorb capital, posting a $4.5 billion operating loss in Q2
despite accelerating sales of its Ray-Ban Meta glasses.

Why does this matter?

For investors and industry observers, the message is clear: Meta is using the existing profits
from its mature advertising business to fund a high-risk, high-reward transformation into a
company defined by artificial intelligence. The financial health of its core products provides
the unique ability to make long-duration investments that are unparalleled in scale and
potential impact.
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About Venture Insights

Venture Insights is an independent company providing research services to companies
across the media, telco and tech sectors in Australia, New Zealand, and Europe.

For more information go to ventureinsights.com.au or contact us at
contact@ventureinsights.com.au.
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