
  

 

3Q26 Earnings Update 

VALUATION 

Current Price                               $2.54 

52 Week Range $2.34-41.59 

Shares Outstanding (Mn) 315.4 

Market Cap ($-Mn) 801.1 

EV ($-Mn) 547.9 

Avg. 3-Month Vol. (Mn.) 0.70 

Source: TIKR, Company Filings 

 

FUNDAMENTALS 

Sales (2025) $4.6 Mn 

Sales (2026E) $7.7 Mn 

Sales (2027E) $10.6 Mn 

Sales (2028E) $15.5 Mn 

Cash Balance (3Q26) $286.5 Mn 

Source: Company Filings, Forward Street 

estimates sourced from TIKR. 

 

STOCK PRICE – XNDU 

 

Source: TIKR 

 

CONTACT 
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Please refer to the Disclaimer at the 

end of this report. 

 

Xanadu Quantum Technologies (XNDU) 

Optical-Loss Breakthroughs and Manufacturing Partnerships 

Advance Fault-Tolerance Roadmap. Valuation Remains Attractive. 

◼ Key Takeaways: 

− XNDU reduced optical-switch loss to 7 milli-dB from approximately 20 

milli-dB, alongside 2x lower homodyne detector loss and greater than 3x 

fiber delay-line improvement. 

− Silicon-nitride wafer runs doubled year to date, while GlobalFoundries, 

ASML, Bluefors and Inception strengthen the manufacturing foundation 

for fault-tolerant quantum computing. 

− Backline launched with AMD, PennyLane reached 1.1 million monthly 

installs, and initial commercial software revenue demonstrates progress 

toward enterprise monetization. 

− C$195 million in conditionally repayable federal funding and provisional 

DARPA support strengthen funding visibility, while $286.5 million cash 

supports accelerating R&D investment. 

− At $548 million EV, approximately 84% below the peer average, XNDU 

offers rerating potential tied to hardware execution, manufacturing scale 

and funding visibility. 

◼ XNDU's latest optical-loss breakthroughs demonstrate continued 

hardware progress, with higher R&D investment and manufacturing 

activity translating into measurable component-level improvements. 

XNDU achieved optical-switch insertion loss of just 7 milli-dB, down from 

approximately 20 milli-dB last year, representing a 65% reduction and what 

the company believes is the lowest reported loss for an electro-optic switch 

of its class. The result was achieved in collaboration with HyperLight using 

its thin-film lithium niobate (TFLN) platform and high-volume manufacturing 

infrastructure, reinforcing the benefits of XNDU's partner-led development 

model. The switch also operates at microsecond or faster reconfiguration 

speeds, compared with millisecond-scale operation for several competing 

switching technologies, potentially improving system performance and 

scalability. 

− Loss reduction across other critical optical components reinforces 

broader progress toward fault-tolerant operation. On-chip homodyne 

detector loss declined approximately 2x y/y to 77 milli-dB, while fiber 

delay-line loss fell more than 3x since the beginning of 2026. These 

improvements build on the 0.085 dB edge-coupling achievement 

reported in 2Q26 and demonstrate progress across switching, 

measurement, optical memory, and packaging. While these results 

strengthen confidence in XNDU's engineering execution, the ultimate 

measure of progress remains the reduction in aggregate system-level 

loss required for fault-tolerant operation. 
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Chart 1: XNDU - Component-Level Optical-Loss Improvements 

 

Source: Exec Edge Research, Company Investor Presentation, Note: mdB= millidecibel; lower is better. Homodyne detector: change vs Q3 2025. 
Fiber delay line: change since the beginning of 2026. Logical qubit figures are targets from the Company’s August 2026 Technology Roadmap 
Presentation; bar heights illustrative. 

◼ XNDU's published optical-loss roadmap establishes a measurable path toward fault tolerance, with the next 
aggregate update in 1Q27 emerging as an important technical catalyst. Unveiled in August, the roadmap tracks 
cumulative optical loss across 17 critical components relative to the threshold required for fault-tolerant operation, 
with 1.0x representing the target threshold. XNDU has reduced its aggregate loss gap by as much as 200x over 
roughly four years and expects the ratio to reach 10.2x by the beginning of 2027. The latest earnings call clarified 
that the roadmap's annual markers represent the beginning rather than the end of each year, without changing the 
underlying loss trajectory or long-term milestones. Further reduction from 10.2x to the fault-tolerance threshold 
remains a significant engineering challenge. XNDU plans to update the aggregate metric in 1Q27 and annually 
thereafter, reflecting the nonlinear nature of loss reduction. 

◼ Fault-tolerant quantum computing remains the primary objective, with XNDU targeting increasingly capable 

logical-qubit systems through 2031. XNDU continues to target up to 200 logical qubits in 2029 with logical error 

rates as low as 10⁻⁸, increasing to up to 500 logical qubits in 2030 with error rates as low as 10⁻¹⁶, and 1,000 or 

more logical qubits from 2031 onward. These targets build on Aurora's modular, networked photonic architecture, 

which connected four server racks using optical fiber. The roadmap also targets qubit-factory development during 

2026 to 2027, fault-tolerant demonstrations during 2028 to 2029, and an operational quantum data center during 

2029 to 2030. While its room-temperature photonic architecture offers potential scalability advantages, the transition 

from component-level progress to reliable qubit generation, error correction, and system-level integration remains a 

substantial execution challenge. 

Chart 2: XNDU’s Aggregate Optical-Loss Roadmap 

 

Source: Exec Edge Research, Company Investor Presentation. Note: Projections based on internal engineering estimates; actual results may differ 

materially. Year labels indicate the beginning of each calendar year, not the end 
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◼ Higher wafer throughput is accelerating XNDU's engineering iteration cycle, supporting faster development 

and improved manufacturing scalability. Silicon-nitride wafer runs have doubled year to date, while TFLN wafer 

runs increased another 15% sequentially, building on the significant fabrication capacity expansion reported in 2Q26. 

The higher cadence allows more chip designs to be fabricated, measured, and refined in parallel, accelerating 

identification of process limitations and improving R&D productivity. Increased wafer availability should also support 

faster qualification of components required for the GKP qubit factory, bringing XNDU closer to repeatable 

manufacturing of critical hardware components. 

◼ Partnerships with GlobalFoundries, ASML, and Bluefors address critical manufacturing, performance, and 

infrastructure bottlenecks, strengthening XNDU's path to scalable photonic hardware. GlobalFoundries' 

multiyear collaboration leverages its 300 mm Malta, New York fab to develop ultra-low-loss silicon-nitride photonic 

chips and superconducting nanowire single-photon detectors (SNSPDs). The shift from transition-edge sensors to 

SNSPDs is significant as they operate orders of magnitude faster, potentially boosting clock rates while reducing the 

fiber length and footprint of the qubit factory. ASML is targeting waveguide propagation loss through advanced 

lithography, addressing a major source of photon loss in integrated photonic circuits. Bluefors is developing modular 

cryogenic systems that could replace large centralized cooling installations with infrastructure better suited to a data-

center environment. Together, these partnerships should improve manufacturing scalability, reduce optical losses, 

and lower the infrastructure requirements and cost of deploying larger quantum systems. 

◼ Inception represents a major step toward internalizing critical manufacturing capabilities and accelerating 

hardware development. The planned 158,000-square-foot advanced photonics research and manufacturing facility 

in Toronto is expected to begin operating in early 2027. It will include approximately 65,000 square feet of cleanroom 

and high-technology space, 10,000 square feet for heterogeneous integration, and 20,000 square feet for photonic 

packaging. The facility is designed to support testing and measurement of millions of integrated devices per month, 

alongside assembly of rack-level modules required for XNDU's networked quantum architecture. 

− Greater in-house manufacturing control should improve iteration speed, process consistency, and 

scalability. XNDU's existing packaging operation has already reduced turnaround times from as long as three 

months to approximately eight hours, demonstrating the benefits of internalizing critical processes. Inception 

should extend these efficiencies across testing, qualification, and integration of silicon nitride, TFLN, and 

detector technologies as wafer throughput increases. This should support more repeatable manufacturing of 

integrated photonic systems while reducing dependence on external processing schedules, although it increases 

capital intensity ahead of commercial-scale deployment. 

Chart 3: XNDU - Manufacturing Iteration and Wafer Throughput 

 

Source: Exec Edge Research, Company Investor Presentation. Note: Wafer runs: silicon nitride year to date; thin-film lithium niobate vs Q2 2026. 

◼ PennyLane continues to strengthen XNDU's developer ecosystem, providing an established distribution 

channel for future software monetization. Approximately 30% of quantum developers surveyed by the Unitary 

Foundation used PennyLane during the past year, while its broader package family, including Lightning and Catalyst, 

recorded approximately 1.1 million monthly installs. PennyLane has also been cited in over 2,500 academic 

publications, while the seventh QHack competition attracted more than 3,500 participants. Together with 
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relationships across 150-plus universities in over 35 countries, these metrics reinforce XNDU's position within the 

quantum developer ecosystem. This reach provides a potential customer acquisition advantage as XNDU begins 

monetizing enterprise training, simulation tools, and application development services. Enterprise adoption is also 

expanding, with RBC and Booz Allen using XNDU's software for quantum workforce training, alongside existing 

engagements with Lockheed Martin, providing an early pathway from developer adoption toward commercial 

relationships. 

Chart 4: PennyLane Developer Ecosystem and Platform Reach 

 

Source: Exec Edge Research, Company Investor Presentation. Notes: 1) Unitary Foundation data on quantum developers' platform use in the past 

year. 2) Monthly package installs across the PennyLane family, including PennyLane Lightning and Catalyst. 3) QHack 2026, Xanadu's seventh global 
quantum coding challenge. 

◼ Backline's launch with AMD extends XNDU's software stack into the classical control infrastructure required 

for fault-tolerant quantum computing. The open platform integrates CPUs, GPUs, and FPGAs to support real-

time error correction and quantum hardware control. Backline demonstrated median round-trip latency of 

approximately 2.3 microseconds between an FPGA and AMD CPU and 4.5 microseconds between an FPGA and 

GPU, demonstrating low-latency quantum-classical integration using commercially available hardware. Its hardware-

agnostic architecture creates potential opportunities beyond XNDU's photonic systems, with early interest from 

national laboratories, computing manufacturers, and other quantum companies. Separately, XNDU's QROM 

optimization reduced Toffoli-gate requirements by approximately half, while digital-twin capabilities support more 

efficient algorithm development and hardware-resource estimation. 

◼ Enterprise application development is expanding across semiconductors and pharmaceuticals, 

strengthening XNDU's pipeline of potential commercial opportunities. The Mitsubishi Chemical collaboration 

has demonstrated quantum algorithms for modeling materials used in advanced semiconductor manufacturing, with 

development progressing toward a fault-tolerant-ready software pipeline. Separately, JSR signed a statement of 

work to evaluate XNDU's simulation and resource-estimation capabilities, helping assess algorithm feasibility, 

hardware requirements, and potential commercial applications. XNDU also partnered with the University of Alberta 

to develop quantum algorithms for photosensitizers used in cancer treatment, extending its application reach into 

pharmaceutical research. Together, these engagements strengthen enterprise relationships, help identify 

commercially relevant applications, and inform future hardware requirements, although meaningful revenue 

contributions remain further out. 

◼ Project OPTIMISM has advanced through a definitive federal funding agreement, strengthening support for 

XNDU's manufacturing roadmap. The company secured up to C$195 million (~US$140 million) from the 

Government of Canada under the Strategic Response Fund to support Inception and related photonic manufacturing 

and R&D activities. The funding is structured as a conditionally repayable loan, with disbursements tied to eligible 

expenditures rather than provided upfront. No borrowings had been made as of September 30, 2026, while 

negotiations with the Government of Ontario remain ongoing. The agreement improves funding visibility for planned 

manufacturing investments and could reduce reliance on equity financing, although disbursement timing and 

associated spending commitments remain important considerations. 

◼ DARPA's additional provisional funding provides continued external validation of XNDU's technical 

roadmap. XNDU received provisional approval for up to $10 million through a one-year extension of its participation 

in DARPA's Quantum Benchmarking Initiative (QBI), building on its Stage B work. The program evaluates whether 

emerging quantum architectures can achieve utility-scale performance within realistic budgets and timelines. Beyond 

supporting R&D, continued participation provides independent assessment of XNDU's photonic approach against 

commercially relevant technical benchmarks. The extension does not constitute advancement to Stage C, and 

funding remains subject to final approval. 
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◼ Revenue growth remains milestone-driven, with XNDU prioritizing hardware roadmap execution over near-

term commercialization. 3Q26 revenue increased 32% y/y to $1.3 million but declined 14% sequentially from $1.5 

million, reflecting the timing of government-funded programs and customer contracts. Nine-month revenue more 

than doubled to $5.65 million from $2.74 million, primarily supported by DARPA-related milestones and new 

engagements. Customer concentration remains high, with one customer accounting for 81% of 3Q26 revenue, while 

XNDU also began generating commercial software revenue, although contributions remain small and unquantified. 

Street estimates sourced from TIKR project revenue of $7.71 million in 2026 (+67% y/y), $10.57 million in 2027 

(+37%), and $15.49 million in 2028 (+47%). The 2026 estimate implies approximately $2.06 million in 4Q revenue, 

nearly 1.6x the 3Q level, underscoring the importance of contract timing and milestone recognition to near-term 

revenue visibility. 

Chart 5: Annual Revenue (Historical and Estimates) 
 

 

 

Source: Exec Edge Research, Company Filings, Forward estimates sourced from TIKR.  

◼ R&D investment accelerated as higher wafer activity, foundry spending, and engineering expansion 

supported the hardware roadmap, widening underlying operating losses. R&D expense increased 30% 

sequentially and 67% y/y to $25.6 million, while headcount reached 361 versus 306 in 2Q26. Capex increased to 

$8.4 million from $6.1 million sequentially, reflecting higher investment in testing and manufacturing infrastructure. 

G&A moderated to $9.2 million from $11.1 million sequentially, although it remained above $4.0 million a year ago. 

Adjusted EBITDA loss widened to $26.3 million from $21.3 million in 2Q26 and $15.4 million in 3Q25, reflecting 

higher development spending. GAAP net loss, however, narrowed to $32.2 million from $42.1 million sequentially, 

primarily due to the absence of approximately $12.5 million in prior-quarter fair-value losses. 

◼ XNDU's strong liquidity position supports continued roadmap investment, although cash consumption is 

increasing alongside manufacturing activity. Cash stood at $286.5 million, down from $312.8 million sequentially, 

while debt totaled $33.3 million, implying net cash of approximately $253 million. Nine-month operating cash outflows 

increased to $51.9 million from $43.1 million y/y, while investing outflows rose to $16.0 million from $7.6 million. 

Working capital reflected changes in procurement and payment timing, with materials and supplies declining to $3.9 

million from $8.3 million at year-end, while accounts payable increased to $10.5 million from $2.8 million. Contractual 

obligations totaled $104.1 million, including $53.3 million due within 12 months. Existing cash is expected to fund 

operations and planned investment for at least the next 12 months. 

◼ Capital allocation remains focused on hardware roadmap execution, with the synthetic ATM providing 

additional financing flexibility. XNDU did not draw on its synthetic ATM during 3Q26, following $67.2 million raised 

through the issuance of 5.5 million shares in 2Q26, leaving $232.8 million of available facility capacity. Combined 

with $286.5 million of cash and approximately $150 million of potential government-related funding, XNDU has 

access to approximately $669 million in existing liquidity and potential funding sources, although government support 

remains conditional and further ATM utilization would result in shareholder dilution. 

◼ Outlook remains focused on accelerating hardware development, with higher near-term investment 

expected to support key technical milestones. R&D spending and capex are expected to increase further in 

4Q26, driven by additional GlobalFoundries activity, equipment purchases, and continued hiring. Inception is 

expected to begin operations in early 2027, while the next aggregate optical-loss update in 1Q27 will provide a 

broader assessment of progress toward the 10.2x loss ratio targeted for the beginning of 2027. The key measure of 

execution will be whether higher investment translates into lower system-level loss, improved manufacturing 

scalability, and tangible progress toward fault-tolerant quantum computing. 
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Differentiated Architecture and Milestone Progress Support Potential Valuation Rerating 

◼ Disclaimer: Exec Edge does not publish proprietary estimates, ratings, price targets, or investment 
recommendations. The valuation discussion below is illustrative only and is based on company filings, management 
commentary, and third-party data and estimates. It does not constitute a recommendation, price target, rating, or 
prediction of future pricing. 

◼ XNDU's valuation has reset significantly despite continued technical progress and growing strategic 

partnerships. As of the November 12 close of $2.54, XNDU has a market capitalization of $801 million and EV of 

$548 million, representing declines of approximately 75% and 81%, respectively, from the August earnings update. 

The current EV is also approximately 82% below the original SPAC transaction valuation of $3.1 billion. The sharp 

decline contrasts with continued optical-loss improvements, manufacturing expansion, and government funding 

progress, suggesting a growing disconnect between XNDU's technical execution and market valuation, although 

commercialization timelines and capital requirements remain key risks. 

◼ XNDU trades at a substantial valuation discount to quantum computing peers despite its differentiated 

photonic architecture, expanding manufacturing capabilities, and established software ecosystem. Its $548 

million EV is approximately 84% below the peer group average of $3.46 billion, and compares with $3.22 billion for 

D-Wave, $3.17 billion for Rigetti, and $1.51 billion for Infleqtion. XNDU also trades at a lower EV than seven of the 

eight other companies in the peer group, underscoring its relatively modest absolute valuation despite its full-stack 

positioning, measurable progress in optical-loss reduction, and strategic partnerships with leading semiconductor 

and technology companies. As the industry advances toward fault-tolerant quantum computing, XNDU's integrated 

hardware and software platform provides meaningful long-term strategic optionality that could support a narrowing 

of the valuation gap as technical milestones are achieved. 

◼ Rerating potential remains tied to hardware roadmap execution, manufacturing scalability, and funding 

visibility. The next aggregate optical-loss update in 1Q27, progress toward the 10.2x loss ratio, GlobalFoundries 

manufacturing collaboration, and Inception commissioning will be important catalysts. Further government funding 

conversion and early software monetization could provide additional support. Sustained technical progress and 

disciplined capital deployment will be essential to rebuilding investor confidence and supporting a valuation recovery. 

Chart 6: XNDU – Peer Valuation 

 

Source: Exec Edge Research, TIKR. Forward Estimates Sourced from TIKR. Data as of 11/12. 
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Chart 7: XNDU Financial Snapshot 

 

Source: Exec Edge Research, Company Filings 
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Disclaimer 
By using Exec Edge, Exec Edge Research, Executives-Edge.com or and any subdomain or premium service offered by 

Capital Markets Media LLC (collectively, “Exec Edge”), hereafter referred to as "Services", you acknowledge that (i) any 

and all Services provided are for informational purposes only and do not constitute a recommendation for any particular 

stock, company, investment, commodity, security, transaction, or any other method of trading featured in any place on 

Exec Edge (ii) Exec Edge does not guarantee the accuracy, completeness, or timeliness of the Services provided (iii) 

views offered by any Services, outside contributors, columnists, partners and employees are not specifically endorsed 

by Exec Edge, nor does Exec Edge hold any responsibility or liability for any actions, negative or otherwise, taken by 

you either directly or indirectly as a result of participating in any Services offered. 

Exec Edge, its employees, partners, and any other representatives will not, either directly or indirectly, be held liable, 

accountable, or responsible, in any capacity, to you or to any other person for any (i) errors, inaccuracies, or omissions 

from the Services including, but not limited to, quotes, rumors, chatter, financial data, and reports; (ii) interruptions, 

delays, or errors in delivery or transmission of the Services, (iii) damages or losses arising there from or occasioned 

because of, or by any reason of nonperformance. 

Exec Edge makes its best efforts to carefully research and compile all information available. In doing so, the published 

content may include mentions of rumors, chatter, or unconfirmed information, which may or may not be provided to Exec 

Edge for the purpose of being included on the Site. Nothing include on the Site, including statements on returns, share 

price gains, capital gains, or other forecast(s) shall be read as financial advice nor shall any of the foregoing be relied 

upon in making financial or investment decisions. Readers should beware that while unconfirmed information may be 

correlated with increased volatility in securities, price movements based on unofficial information may change quickly 

based on increased speculation, clarification, or release of official news. Any information on the Site may be outdated at 

the time of posting or of your review of same.  

Please be advised that foreign currency, stock, and option trading involves substantial risk of monetary loss. Neither 

Exec Edge nor its staff recommends that you buy, sell, or hold any security and nothing on the Site shall be considered 

to be investment advice.  Exec Edge does not offer investment advice, personalized or otherwise. All information 

contained on this website is provided as general commentary for informative and entertainment purposes, and does not 

constitute investment advice. No guarantee can be given for the accuracy, completeness, or timeliness of any information 

available on the Site.  

Liability 

Exec Edge reserves the right, at any time, and without notice to You, to change (i) any terms and services listed under 

Exec Edge's Terms of Service (ii) any portions of the Services, including but not limited to the discontinuation or 

elimination of any feature of the Services, including but not limited to the addition or removal of any Partner or employee 

content (iii) any fees or conditions established for usage of any of the Services provided by Exec Edge. Any changes to 

Exec Edge's Terms of Service or Services will be effective immediately following the posting of any modification to our 

Services and Terms of Service. 

Exec Edge will not accept liability for any loss or damage, including without limitation to, any loss of profit, which may 

arise directly or indirectly from use of or reliance on this information, whether specifically stated in the above Terms of 

Service or otherwise. Exec Edge recommends that you conduct your own due diligence and consult a certified financial 

professional for personalized advice about your financial situation. Exec Edge, its data providers, the financial exchanges 

and each of their affiliates (i) expressly disclaim the accuracy, adequacy, or completeness of any data on the Site; and 

(ii) shall not be liable for any errors, omissions or other defects in, delays or interruptions in such data; or (iii) for any 

actions taken in reliance thereon. Neither Exec Edge nor any of its information providers will be liable for any damages 

relating to your use of the information provided herein, including but not limited to financial loss. 

Material from Exec Edge may not be published in its entirety or redistributed without the approval of Exec Edge. 

Exec Edge does and seeks to do business with companies covered in research notes, including but not limited to 

conference sponsorships and other in-person and/or video events.  Exec Edge may also earn a fee from selling data, 

including information pertaining to persons accessing the site or research on specific companies. Such endeavors may 
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lead to additional revenue sources available to Exec Edge, including, but not limited to publications available on the Site 

as a result of paid-for research. 

Analyst Certification  

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and 

all of the subject securities or issuers. No part of the compensation of the responsible analyst(s) is, or will be, directly or 

indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in any report.  

Data 

Exec Edge, its data providers, the financial exchanges and each of their affiliates (A) expressly disclaim the accuracy, 

adequacy, or completeness of any data and (B) shall not be liable for any errors, omissions or other defects in, delays 

or interruptions in such data, or for any actions taken in reliance thereon. Neither Exec Edge nor any of its information 

providers will be liable for any damages relating to your use of the information provided herein. Either Exec Edge or its 

third-party data or content providers have exclusive proprietary rights in the Site, the data generated by the Site, and 

information provided by You through your access and use of the Site. By using the Site, you agree that your information 

may be provided and/or sold to third parties. You agree not to copy, modify, reformat, download, store, reproduce, 

reprocess, transmit or redistribute any data or information found herein or use any such data or information in a 

commercial enterprise without obtaining prior written consent. All data and information are provided as is. 
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