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What is Context? “The Silent Powerhouse of AI Infrastructure”

In the global Al race, public attention remains fixed on the GPU the computational “brain” of
artificial intelligence. Yet in 2026, the true bottleneck lies elsewhere: the networking layer that
allows tens of thousands of processors to communicate at near-instantaneous speeds.

In 2020, Nvidia acquired Mellanox Technologies for approximately $7 billion. At the time,
regulators cleared the deal with limited resistance. Mellanox’s InfiniBand interconnect
technology was viewed as a complementary asset in high-performance computing.

Six years later, as Al models scale to unprecedented
sizes, the acquisition is being reassessed in a
dramatically different regulatory climate. What once
appeared to be strategic vertical integration now looks,
to some authorities, like control over a structural
chokepoint in the global Al pipeline.




What’s Happening: The Rise of Ex-Post Scrutiny

The regulatory landscape has shifted.

Under the UK’s Digital Markets, Competition and Consumers Act 2024, authorities may
designate firms with Strategic Market Status (SMS) and impose behavioural obligations even
after mergers are completed. In the United States, the U.S. Department of Justice launched its
Al & Algorithmic Competition Task Force in early 2026, signalling heightened focus on
infrastructure consolidation. The European Commission has similarly intensified scrutiny of
proprietary data-centre ecosystems.

Complaints reportedly brought before the
Competition and Markets Authority argue that
Nvidia’s dominant GPUs including Blackwell and
Feynman architectures function most efficiently
when paired with Mellanox networking
equipment. Critics describe this as technical
bundling: while not explicitly contractual tying,
system optimisation allegedly makes alternative

networking hardware economically unattractive.

The core allegation is subtle but powerful: Nvidia’s “full stack” model may not merely
enhance performance it may entrench dependency.

Critical Analysis: The Commercial and Future Impact & The Legal
and Compliance Impact.
A. Critical Analysis: The Commercial Impact

>

Before Mellanox, Nvidia dominated compute acceleration. After Mellanox, it controls compute
(GPU), interconnect (InfiniBand), and software (CUDA). This tri-layer integration transforms
Nvidia from a chip manufacturer into an Al infrastructure orchestrator.

For hyperscalers and Al labs, performance optimisation increasingly depends on Nvidia’s
integrated architecture. Once clusters are designed around this ecosystem, switching to rival
providers such as Advanced Micro Devices or Arista Networks becomes technically complex
and capital-intensive.

This creates a structural moat based not on price competition, but on system dependency.
>
Vertical integration yields undeniable efficiencies:

e Lower latency between GPUs

o Streamlined firmware coordination



e Reduced integration friction

However, these efficiencies may simultaneously s ComR
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The deeper the integration, the higher the exit
cost.

This dynamic underpins concerns about foreclosure. Even absent explicit exclusion, rivals
may struggle to compete in high-performance Al clusters.

>

Critics argue that concentrated infrastructure control risks imposing an “innovation tax” on the
broader Al economy. If frontier Al development depends disproportionately on a single
supplier’s hardware stack, competitive hardware development may stagnate.

Higher infrastructure margins can cascade downstream:
e Increased Al API pricing
e Reduced hardware diversity
o Barriers to entry for startups

Conversely, defenders argue that fragmentation would slow innovation and undermine
performance gains. The paradox is clear: integration may simultaneously accelerate and
constrain innovation.

B. Critical Analysis: Legal and Compliance Impact

e The Weakening Efficiency Defence

Historically, vertical mergers were defended on efficiency
grounds. Under contemporary competition doctrine,
particularly in the UK and EU, efficiencies must be
verifiable, merger-specific, and demonstrably beneficial to
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If integration materially disadvantages rival infrastructure
providers, the efficiency defence weakens. The inquiry
shifts from cost reduction to competitive access.



e Interoperability and Conduct Remedies

One emerging regulatory tool is the interoperability mandate. Under the DMCC framework, an
SMS-designated firm may be required to ensure compatibility between its systems and
competitors’ products.

Applied here, regulators could compel Nvidia to ensure Mellanox networking functions
seamlessly with non-Nvidia GPUs. Such behavioural remedies would preserve integration
benefits while limiting exclusionary effects

e The Precedent of Ex-Post Risk

The broader signal to corporate advisors is stark: merger clearance is no longer permanent
immunity. Ex-post review enables authorities to reassess completed transactions if real-world
market power evolves beyond initial projections.

The Nvidia—Mellanox case illustrates how a transaction cleared under one technological
paradigm can acquire new competitive significance as markets mature.

C. Future Impact: Infrastructure as the New Antitrust Frontier

The deeper issue extends beyond Nvidia.

Competition enforcement is moving upstream from consumer platforms to infrastructure
layers. Al networking is increasingly recognised as strategic infrastructure, not merely
hardware.

If regulators impose interoperability obligations or behavioural constraints, this case may
define how vertical integration in Al ecosystems is governed globally.

If not, Nvidia’s model may become the blueprint for infrastructure consolidation in emerging
technology markets.

Conclusion: The Architecture of Power

The battle over Nvidia and Mellanox signals a profound evolution in antitrust thinking.
Competition law is moving upstream from apps and consumer platforms to infrastructure
layers.

The central legal question is no longer:
“Did this merger raise prices?”

It is now:
“Did this merger create architectural dependency in a strategic market?”

If regulators pursue interoperability mandates or conduct remedies, 2026 may become the
year that Al infrastructure was formally recognised as a competition-sensitive chokepoint.

The GPU may be the brain of Al. But networking is the nervous system. And control of the
nervous system may define the next era of market power.



Glossary of Commercial Terms

Acquisition — Purchase of one company by another to obtain control over assets and
operations.

Antitrust (Competition Law) — Legal framework preventing anti-competitive conduct
and monopolisation.

Vertical Integration — Ownership of multiple supply chain stages.

Interoperability — Systems’ ability to function seamlessly together.

Moat — Durable competitive advantage.

Ex-Post Review — Regulatory reassessment of a completed merger.

Bundling (Technical Bundling)

The integration or optimisation of complementary products in a way that incentivises or
effectively requires customers to purchase them together.

Foreclosure (Vertical Foreclosure)

A competition concern where a vertically integrated firm limits rivals’ access to
essential inputs, customers, or distribution channels.

Interoperability Mandate

A regulatory requirement obliging a dominant firm to ensure its systems function
compatibly with competitors’ products or services.
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