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Generative AI Market Size and ShareMarket OverviewStudy Period | 2020 - 2031 |
Market Size (2026) | USD 28.45 Billion |

Market Size (2031) | USD 126.66 Billion |

Growth Rate (2026 - 2031) | 34.82 % |

Fastest Growing Market | Asia Pacific |

Largest Market | North America |

Market Concentration | Medium |

Major Players*Disclaimer: Major Players sorted in no particular order
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Generative AI Market Analysis by Mordor IntelligenceThe generative AI market siz
e 1s expected to grow from USD 21.1 billion in 2025 to USD 28.45 billion in 2026
and is forecast to reach USD 126.66 billion by 2031 at 34.82% CAGR over 2026-20
31. Rapid enterprise migration from instruction-driven software to intention-dri
ven systems 1is reshaping productivit{ expectations across functions, and 20%-40%
of workers are already using AI tools in their dail{ workflows. North America c
ontinues to lead adoption thanks to capital availability and mature cloud infras
tructure, while large public-sector initiatives such as India’s USD 1.25 billion
IndiaAI Mission position Asia for outsized long-term growth. Falling model-trai
ning costs, wider access to foundation-model APIs, and sustained venture funding

further reinforce a flywheel that lowers barriers to entry and accelerates use-
case experimentation. At the same time, the EU AI Act introduces stringent gover
nance obligations that drive up compliance budgets but also create new service o
pportunities in risk management and audit readiness. Rising power demand from la
rge-scale inference clusters is a mounting concern, and energy-efficiency breakt
hrou%hs have become a decisive differentiator for chipmakers such as NVIDIA, whi

ch already covers 76% of its electricity use with renewables.
Key Reﬁort Takeaways* B{ component, software held 63.45% of the generative AI ma
ggit share in 2025, while services are projected to expand at a 43.36% CAGR to 2

* By deployment mode, cloud infrastructure accounted for 71.80% of the generativ
e Al market size in 2025, whereas edge and on-device solutions are advancing at
a 49.88% CAGR through 2031.

* By application, content creation led with 35.10% revenue share in 2025; code g

eneration is forecast to grow at a 49.4% CAGR to 2031.

* B% end-user industry, BFSI captured 22.15% of the generative AI market size in
2025, while healthcare is set to rise at a 36.36% CAGR between 2026 and 2031.

* By 8eography, North America commanded 40.60% of the generative AI market share
in 2025, but the Asia-Pacific region is poised for the fastest expansion with a
36.88% CAGR through 2031.

Note: Market size and forecast figures in this report are generated using Mordor
Intelligence’s proprietary estimation framework, updated with the latest availa

ble data and insights as of 2026.

Market Trends and InsightsDrivers Impact Analysis of Generative AI Market*Driver

| (~) % Impact on CAGR Forecast | Geographic Relevance | Impact Timeline |
Enterprise-wide productivity push | +8.5% | Global with concentration in North A
merica and EU | Medium term (2-4 years) |



VC and corporate mega-funding rounds | +7.8% | North America and China, spillove
r to Asia-Pacific | Medium term (2-4 years) |

Falling model—training costs via foundation models | +6.2% | Global, strongest e
ffect in emerging markets | Short term (£ 2 years) |

On-device generative-Al enablement in consumer hardware | +5.3% | Asia-Pacific m
anufacturing hubs, global rollout | Medium term (2-4 years) |

Al-assisted code-generation demand spike | +4.6% | Global, tech-centric regions
| Short term (£ 2 ﬁears) I

Synthetic-data marketplaces take-off | +4.1% | Global, early use in regulated in
dustries | Long term (= 4 years) |

Source: Mordor Intelligence |

Enterprise-wide Productivity PushWidespread deployment of AI copilots and chat-b
ased work assistants is beginning to translate into measurable operational gains
, particularly among early adopters in North America and Europe. Fortune-class e
nterprises integrating AI into document creation, meeting summarization, and cus
tomer-service workflows reﬁort noticeable reductions in cycle time and error rat
es. UK Finance forecasts that financial services firms will raise the share of t
echnolo%y budgets dedicated to generative AI from 12% in 2024 to 16% in 2025. De
spite clear upside, only one-quarter of pro%ects currently meet return-on-invest
ment targets, underscoring the importance of change-management expertise and rob
ust governance frameworks. This caBability gap sustains stron% demand for implem
entation services and creates durable competitive advantages for firms that comb
ine domain knowledge with AI fluency.

Fallinﬁ Model-Training Costs via Foundation ModelsFoundation-model providers hav
e slashed the compute requirements for advanced capabilities by allowing enterpr
ises to fine-tune rather than build from scratch, which compresses time-to-value
and lowers cash burn. NVIDIA’s Blackwell architecture, designed for energy-effi
cient training and inference, illustrates this trajectory while also pushing the

company toward its ﬁoal of 100% renewable electricity by fiscal 2025. The rise
of GPU marketplaces has created transgarent spot pricing that helps smaller firm
s match resource needs to project scale. Lower thresholds for experimentation ac
celerate global diffusion, with particular benefits for innovators in emerging m
arkets who previously lacked access to large-scale compute.

VC and Corporate Mega-Funding RoundsGenerative-AI startups attract multibillion-
dollar rounds from venture funds as well as strategic investors that seek to emb
ed proprietary models deep inside existing cloud ecosystems. Several sin%le—comp
any raises already exceed the combined AI funding of entire industry cycles a de
cade ago. Large capital infusions allow rapid scaling of talent and infrastructu
re, but they also reinforce winner-take-most dynamics by raising the minimum eff
icient scale for credible new entrants. Consolidation at the model layer is ther
efore likely to continue, making downstream specialization and service different
iation critical for chaliengers.

Synthetic-Data Marketplaces Take—Ofinﬁh—quality S{nthetic datasets help organiz
ations comply with privacy and copyright rules while still training models on re
presentative examples. The United States Copyright Office underscores that purel
ﬁ AI-generated material lacks cogyright protection, prompting enterprises to see

transparent data provenance solutions. Regulators such as the European Patent
Office now require fuller disclosure of training-data characteristics, which is
pushing the market toward standardized synthetic-data validation frameworks. Ini
tial traction is strongest in pharmaceutical R&D and financial-risk modeling, wh
ere privacy constraints and data scarcity have long hindered AI experiments.

Restraints Impact Analysis of Generative AI Market*Restraint | (~) % Impact on C

AGR Forecast | Geographic Relevance | Impact Timeline |

Data-privacy and ethical-AI compliance risk | -4.8% | EU and California lead, gl

obal spillover | Medium term (2-4 years) |

Escalating GPU and energy costs plus carbon footprint | -3.2% | Global, acute in
energy-constrained regions | Short term (< 2 years) |

Source: Mordor Intelligence |



Data-Privacy and Ethical-AI Compliance RiskThe EU AI Act introduces fines reachi
ng EUR 35 million (USD 40.44 million) or 7% of ﬁlobal turnover for non-complianc
e, compelling providers to produce detailed technical documentation and copyrigh
t-law checks before model release. Japan’s new AI Business Guidelines extend gov
ernance standards to foreign suppliers that process domestic user data. In the U
nited States, the Federal Trade Commission is examining exclusivity clauses 1in ¢
loud-AI alliances, Eointing to heightened antitrust scrutiny. Multinational vend
ors now juggle overlapping rules that mandate local data processing, algorithmic
transparency, and human oversight, raising the cost of market entry and favorin
g incumbents with robust legal resources.

Escalating GPU and Energy Costs plus Carbon FootprintThe International Monetarﬁ
Fund projects that AI workloads could consume 1,500 TWh annually by 2030, roughl
y equal to India’s current electricity use. United States data centers aiready d
raw 4.4% of national power, and policy forecasts see the figure risin% to 12% by

2028. Capital-spending models compiled by CSIS indicate that physical infrastru
cture additions could add 83.7 GW to the US grid within this decade. While chipm
akers focus on energy-efficient designs, the lag between renewable deployment an
d compute demand may trigger carbon taxes that eat into profit margins for compu
te-intensive training runs.

*Qur forecasts treat driver/restraint impacts as directional, not_additive. The
impact forecasts reflect baseline growth, mix effects, and variable interactions

Generative AI Market Segment AnalysisBy Component:Services Acceleration Outpaces

Software DominanceSoftware continued to capture 63.45% of the generative AI mar
ket in 2025, reflecting its role as the core enabler of model development, orche
stration, and application delivery. The services segment is scaling faster at a
43.36% CAGR because many organizations lack in-house data-science skills and mus
t rely on consultancies for integration, customization, and governance. Adoption
of turnkey AI platforms lowers entry hurdles, yet enterprises still grapple wit
h change management that requires bespoke training and process redesign. The gen
erative AI market size for services is projected to grow steadily as compliance
mandates create additional advisory demand.

The services sur%e also mirrors the strategic imﬁortance of domain expertise whe
n tailoring models to regulated sectors such as healthcare and banking. Advisory
firms bundle risk assessments and ethics audits with deployment work, creating
multi-year revenue streams aligned to ongoing model monitoring. As software vend
ors open their ecosystems to third-party plug-ins, integrators gain new cross-se
lling avenues. Over time, subscription-based support packages may blur the line
between software and services offerings, but the current revenue breakout sugges

ts enough differentiation to sustain separate growth narratives.

Image © Mordor Intelligence. Reuse requires attribution under CC BY 4.0. By Depl
oyment Mode:Edge Computing Disrupts Cloud HegemonyCloud vendors accounted for 71
.80% of the generative AI market in 2025, leveraging ﬁlobal data-center footprin
ts and managed-service models that eliminate upfront hardware spend. Consumption
-based pricing aligns costs with usage peaks, a feature that remains attractive

for experimental workloads. However, latency-sensitive tasks in manufacturing, m
obility, and public safety highlight the limits of remote inference. The generat
ive AI market size allocated to edge solutions is forecast to expand at a 49.88%
dC/(-j\GR‘as organizations embed accelerators into gateways, appliances, and handhel

evices.

Edge deployment appeals to firms seeking resilience when connectivity is unrelia
ble or data sovereignty rules forbid external transmission. Advances chronicled

in the 2025 Edge AI Technology Report demonstrate that quantization, pruning, an
d on-chip caching can crush model footprints without compromising accuracy. Hybr



1d architectures that decide dynamically where computation runs will likely domi
nate as customers weigh latency, cost, and regulatory constraints. Over the fore
cast period, cloud providers are expected to launch managed edge stacks that bri
ng their developer toolchains closer to local silicon.

By End-User Industry:Healthcare Transformation Accelerates Beyond BFSI Leadershi
pBanking, financial services, and insurance contributed 22.15% of generative AI
market revenue in 2025, leveraging conversational bots for customer engagement a
nd advanced analytics for fraud detection. Strong regulatory oversight in financ
e drives high demand for audit-ready models, which in turn fuels specialized sof
tware and compliance-service opportunities. Healthcare, however, is forecast to
%row at a 36.36% CAGR as hospitals deploy AI for imaging analysis, clinical-tria

design, and administrative automation. The surge follows regulatory openness e
xemplified by the US Food and Drug Administration’s expanding list of Al-enabled
medical devices.

Clinical-decision support tools promise tangible patient-outcome improvements, w
hich justifies investment despite strict privacy rules. Pharmaceutical firms use
generative models to explore chemical space and simulate trial cohorts, shorten
1ng discovery cycles. In parallel, public-sector payers expect AI to mitigate pe
rsonnel shortages and budget pressures. As reimbursement frameworks evolve, refe
rence deployments will spread across tier-two providers, reinforcing healthcare’
s long-run status as the fastest-moving vertical in the generative AI market.

By Application:Code Generation Surge Challenges Content Creation DominanceConten
t creation held 35.10% of application revenue in 2025, with marketing, media, an
d education sectors quickly adopting text, image, and video generation. Yet code
generation is projected to climb at a 49.4% CAGR, propelled by productivity gai
ns that compound across iterative software-development lifecycles. The generativ
e AI market size attached to developer tooling is therefore expected to rival cr
eative-content spending by the end of the forecast period. Early adopters report

steep drops in pboilerplate coding time, freeing engineers to focus on architect
ure and security reviews.

As large enterprises standardize on private models trained on proprietary reposi
tories, demand for secure supply-chain integrations grows. Automated documentati
on, test-case synthesis, and refactorin% capabilities extend AI’s footprint beyo
nd initial code suggestion. Intellectua —propert{ teams also exploit generative

assistance for patent claim drafting, a trend validated by the American Bar Asso
ciation’s recent guidance. Over the next five years, packaged AI agents may evol
ve into full life-cycle orchestration engines that incorporate planning, design,

and deployment.

By Model Architecture:Diffusion Models Challenge Transformer SupremacyTransforme
rs retained a 58.20% share of the architecture landscape in 2025 thanks to their
versatility across language, audio, and multimodal tasks. Generative Adversaria
1 Networks and Variational Autoencoders serve niche requirements, but diffusion

models are rising fastest at a 45.12% CAGR because of their superior sample qual
ity in image and video synthesis. Patent-filing trends tracked by IFI CLAIMS con
firm a surge in diffusion-related inventions, particularly from major cloud and

semiconductor firms. Continuous improvements in denoising algorithms and schedul
er efficiency have cut inference latency, opening the door to real-time applicat
ions.

Enterprises drawn to visual-content generation now evaluate whether to combine t
ext-based transformers with diffusion back-ends to achieve unified multimodal wo
rkflows within the evolving Multimodal AI ecosystem. Tool-chain flexibility will
likely dictate architecture choices as teams seek to balance performance, licen
sing terms, and hardware compatibility. Over time, new hybrid approaches may ble
nd the interpretability of autore%ressive models with the richness of diffusion
outputs, further fragmenting the landscape.



Image © Mordor Intelligence. Reuse requires attribution under CC BY 4.0. By Orga
nization Size:SME Adoption Accelerates Despite Enterprise DominancelLarge enterpr
ises absorbed 66.10% of generative-AI spendin% in 2025, reflecting bigger budget
s and higher risk tolerance for production rollouts. Many Fortune 500 companies
have embedded AI assistants into knowledge-management systems, bolstered by dedi
cated governance boards that oversee model usage. Small and medium enterprises,
however, are predicted to expand their spend at a 37.04% CAGR as pay-as-you-go A
PIs remove hefty capital requirements. India’s national GPU-sharing initiative,
which provisions 18,693 chips for public access, illustrates how policy can demo
cratize high-performance compute.

SMEs typically focus on narrow, high-impact tasks such as chatbot-enabled sales
support or automated invoice processing, yielding quick wins that free up resour
ces for further AI pilots. Vendor ecosystems now market domain-specific template
s that_cut configuration time, allowing smaller teams to skip lengthy data-scien
ce cycles. As a result, competitive pressure on incumbents intensifies, since ni
mble SMEs can offer AI-augmented services without matching the headcount or infr
astructure scale of larger rivals.

Geograph¥ AnalysisNorth America Generative AI MarketNorth America generated 40.6
0% of 2025 revenue for the %enerative AI market, buoyed by abundant venture capi
tal, deep pools of technical talent, and a robust cloud-provider landscape. Ongo
ing public-sector programs that promote trustworthy AI research complement priva
te initiatives, maintaining the region’s innovation momentum. Tight coupling bet
ween model developers and infrastructure vendors further accelerates commerciali
zation, though antitrust probes signal growing regulatory interest in platform p
ower dynamics.

APAC Generative AI MarketThe Asia-Pacific region is on track for a 36.88% CAGR t
hrough 2031, propelled by government stimulus, a thriving electronics supply cha
in, and rapid digital-workforce expansion. India’s aggressive investment in publ
ic compute illustrates the region’s determination to close capability gaps and 1
ocalize key AI assets. Australia, Singapore, and South Korea add momentum by tur
ning national-security and healthcare challenges into AI innovation sandboxes, w
hile cross-border venture funds channel capital toward high-growth startups.

EMEA and South America Generative AI MarketEurope pursues balanced progress by p
airing industrial-policy incentives with the continent’s most comprehensive AI %
overnance regime. The EU AI Act’s transparency rules are expected to raise comp
iance spending but also create a market for audit tooling and certified datasets
. Northern European utilities accelerate renewable-energy capacity to meet data-
center demand, positioning the bloc as a potential leader in low-carbon AI hosti
ng. Emerging regions in South America, the Middle East, and Africa explore secto
r-specific deployments in natural resources and financial inclusion, adding dive
rsity to the global adoption map.

Image © Mordor Intelligence. Reuse requires attribution under CC BY 4.0.

Competitive Landscape

The competitive arena is consolidatin% as capital requirements and data-network
effects push scale advantages to the forefront. Patent analytics show that four
companies—Google, Microsoft, IBM, and NVIDIA-filed a significant share of new ge
nerative-AI inventions during 2024. Cloud providers deepen vertical integration
by bundling proprietary silicon, foundation models, and managed-service layers,
creating sticky ecosystems that lower customer churn yet raise switching costs.

Regulators respond by scrutinizing exclusivity clauses and preferential access t



o compute. The US Federal Trade Commission’s inquiry into cloud-AI partnerships

underscores concerns that infrastructure gatekeepers could foreclose competition
. In parallel, hardware challengers develop specialized accelerators to bypass G
PU bottlenecks, while open-source model communities attempt to chip away at prop
rietary leads. Service providers carve niches in compliance, localization, and s
ector-specific fine-tuning, areas less exposed to scale economics.

Mature vendors pursue %Iobal expansion through goint ventures and sovereign-clou
d offerings that satisfy data-residency rules. Strategic focus is shifting from
landmark model releases to oBerational hardening, where reliability, fault toler
ance, and energy efficiency become procurement criteria. The medium-term outlook
therefore favors Elayers capable of balanced investment across research, infras
tructure, and re%u atory engagement, reinforcing the importance of deep, diversi
fied capital pools.

Generative AI Industry Leaders* Google LLC
* IBM Corporation
* Microsoft Corporation

* Adobe Inc

*

Amazon Web Services Inc.

* *Disclaimer: Major Players sorted in no particular order
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ServiceNow Inc.
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Recent Industry Developments in Generative AI Market* June 2025: OpenAl reported
USD 10 billion in annual recurring revenue and closed a USD 40 billion funding
round led by SoftBank.

* June 2025: The US Food and Drug Administration introduced “Elsa,” a generative
-AI system that streamlines clinical-protocol and safety-report reviews.

* May 2025: Google Cloud unveiled the Agentsgace platform, positioning agentic A
I as a core differentiator for enterprise solutions.

* April 2025: Japan released its Al Strate%y 2025 mid-term update, outlining pla
ns for sector-specific legislation that balances innovation and risk.
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Generative AI Market Report Scope and Research Methodolo%{Market Definition and
CoverageOur study defines the generative artificial inte i%ence market as globa
1 revenue earned from proprietary GenAl software licenses, foundation-model API
subscriptions, and paid integration or enablement services that let algorithms c
reate new text, code, images, audio, or video from learned patterns.

Scope exclusion: Hardware sales, generic analytics suites, and downstream royalt
ies that only embed GenAI output remain outside this valuation.

Segments Covered in This Report* By Component* Software
* Services

By Deployment Mode* Cloud
On-Premise

Hybrid

Edge / On-Device

By End-User Industry* BFSI
Healthcare

IT and Telecommunication
Government

Retail and Consumer Goods
Manufacturing

Media and Entertainment
Others
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Data Sources, Market Sizing, and ValidationPrimary Research

Mordor analysts spoke with cloud architects, GenAl product leads, risk advisers,
and enterprise buyers across North America, Europe, and Asia-Pacific. The conve
rsations confirmed spending intentions, contract sizes, and GPU capacity constra
ints, letting us tighten critical assumptions.

Desk Research

We began by mappin% demand through open sources such as the US Bureau of Economi
¢ Analysis ICT tables, Eurostat digital-economy surveys, the OECD AI compute ind
ex, NIST risk-management guidance, Questel patent records, and Volza shipment tr
aces. Company 10-Ks, investor decks, and leading trade-association papers refine
d price bands and adoption curves. These references are illustrative; numerous a
dditional materials supported data collection, confirmation, and clarifications.

Market-Sizing & Forecasting

We first convert sector software outlays into an addressable pool, then filter 1
t through GenAl penetration, usage intensity, and average subscription pricing.

Selective supplier roll-ups and channel checks give a bottom-up cross-look that

validates totals. Core variables include cloud AI billings, monthly active found
ation-model users, data-center GPU hours, regulatory surcharge factors, and regi
onal AI talent supply. A multivariate regression blended with scenario analysis

projects values to 2030 and flags variance triggers.

Data Validation & Update Cycle

Outputs face variance checks against independent metrics; anomalies prompt senio
r analyst review and fresh respondent call-backs before sign-off. Reports refres
h ﬁvery year, with interim updates after landmark regulations or major model lau
nches.

How Mordor Intelligence's Generative AI Market Size Compares to Other Published



EstimatesPublished estimates often diverge because other firms choose different
revenue layers, geographies, and update rhythms.

Some enlarge totals by bundling infrastructure, while others stop at pilot spend
ing.

Benchmark comparison

Market Size | Anonymized source | Primary gap driver |

USD 21.10 B (2025) | Mordor Intelligence | - |

USD 22.20 B (2025) | Regional Consultancy A | Narrow regional sampling and no us
age intensity adjustment |

USD 71.36 B (2025) | Global Consultancy B | Includes hardware revenue and relies
on vendor bookings without penetration checks |

The comparison shows how Mordor's clear scope, disciplined variables, and repeat
able steps give decision-makers a balanced, traceable baseline they can trust.

Key Questions Answered in the ReportWhat is the current value of the generative
ATl market? The generative AI market size stands at USD 28.45 billion in 2026 and
1s projected to reach USD 126.66 billion by 2031.

Which region leads 8enerative AT adoption? North America holds the largest regio
nal position with 40.60% of 2025 revenue, supported by deep venture-capital pool
s and mature cloud infrastructure.

Why are services growing faster than software in this space? Enterprises need ex
ternal expertise for integration and governance, causing the services segment to
grow at a 43.36% CAGR even though software retains most revenue.

What role will edge deployment play over the next five years? Edge and on-device
solutions are forecast to expand at a 49.88% CAGR as organizations seek lower 1
atency.
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