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The 2025 holiday season was not merely a period of
high retail volume; it was an unprecedented social
experiment. Between Black Friday and the final
New Year’s clearance, sales for Al-enabled toys
didn't just climb; they evolved. For the first time, we
moved beyond toys that just respond with canned
lists of pre-recorded answers to toys that can

actually hold open-ended, lengthy conversations on

, *‘:}? @™ an infinite number of topics, all thanks to Al.

As a physician, I look at the brain; as an Al strategist who has red-teamed these
very models at MIT, I look at the code. What I see in the intersection of both is a
social experiment on our most vulnerable population, without informed consent or
a control group. By cross-referencing Amazon review velocities, where we see a
1:50 review-to-sales ratio, it is clear that "Generative Play" has moved from a
niche hobby to a multi-billion-dollar frontier.

The Silent Invasion: 1 Million Homes and Counting

In October 2025, we established a baseline for Al toy sales across various online
platforms, primarily Amazon. When we conducted a follow-up analysis in January



2026, we revisited sales and review data; the results were staggering. Across a
representative sample of interactive stuffed toy companions and "Al pets," we
observed that Al toys reached nearly 1 million homes by the end of this holiday
season.

While we were focused on wrapping paper, a new kind of ChatGPT-4o0-powered
companion was invited into children’s bedrooms this winter, one that operates in
a massive safety gap. Our market analysis revealed a staggering reality: 92% of Al
toys currently on the market lack identifiable safety certifications, and 65% are
sourced from markets with opaque data standards, creating a literal "black box"
in the playroom.

This lack of oversight is particularly alarming given the disconnect between
advertised age groups and the technology "under the fur." Most of these Al
companions (~84%%*) rely on general-purpose large language models (LLMs) like
ChatGPT. However, there is a fundamental conflict every parent must know:
OpenAl explicitly states that ChatGPT is not intended for children under 13, and
users under 18 require parental consent. Despite this, the majority of Al toys
(refer to Figure 1) we analyzed are marketed to children as young as 3 years old.
We are giving adult-level Al engines, meant for general use, to toddlers who are
still developing their most basic cognitive and social boundaries.

The impact of this adoption is already visible in a dramatic Sentiment Shift. Post-
holiday, parent reviews shifted from technical details about setup to emotional
descriptions of "companionship" and "engagement". The toy is no longer a gadget;
it is becoming a "fantastic addition to the family", a shift in language that signals
a deep, unvetted emotional bond.
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Figure 1

The Illusion of Connection: Marketing "Synthetic Intimacy"

We are witnessing the "Tamagotchi Effect" on steroids. These toys are no longer
sold as educational tools; they are marketed as "companions" and "best friends."
When a stuffed toy tells a toddler, "I missed you while you were at school," it is
performing "synthetic intimacy."

For a child under seven, the cognitive boundary between "alive" and "simulated"”
is porous. As a physician, I am concerned about Attachment Displacement. When
a child confides their fears to a teddy bear instead of a parent, the vital bridge of
human empathy is bypassed. We are outsourcing the development of the "social
self" to a black box that never gets tired, never disagrees, and most importantly,
never forgets.

The Spy in the Playroom: The Hidden Risks of AI Toys

While the "magic" of a toy that remembers your child’s favorite color is
captivating, the security implications are stark. My analysis of the market shows a
recurring pattern: while the marketing is local, the data infrastructure is global
and often opaque.



e The Privacy Paradox: Many of these devices utilize "always-on" cameras,
microphones and third-party apps. Your child’s image, vocal inflections,
linguistic milestones, and personal secrets are funneled through servers
that may not adhere to the standards we assume protect our homes. This
creates a permanent digital footprint before a child can even tie their
shoes.

e The Hallucination Hazard: Unlike curated educational content, these
Large Language Models (LLMs) can "hallucinate." Our research into Al
decision-making shows that even the most "kid-safe" models can break
after prolonged conversation. Recent industry red-teaming has flagged
instances where Al companions inadvertently suggested dangerous
physical "dares." An LLM optimized for "engagement" lacks the moral
scaffolding of a human caregiver.

A Call for "Informed Wonder"

We do not advocate for a return to the Stone Age. However, we do advocate for
Informed Wonder. This means enjoying the magic of technology while staying
grounded in reality. If you have an Al toy in your home, ask yourself these three
practical questions:

1. Who is listening? Look for an "off" switch for the microphone and
camera. Is there a visual indicator that the microphone and camera are
recording? Where is the recording going, and who owns it?

2. Does it have "Real" limits? Try asking the toy a few tricky questions. If
it just agrees with everything your child says or gives unsafe advice, it
lacks the "guardrails" a child’s mind needs.

3. Is it a tool or a replacement? Use the toy for a set amount of time, then
put it away. If your child begins to prefer the toy's company over yours,
it’s time to reset the boundary.

Our Mission at KAIS: The Work Ahead

At KAIS, we believe parents shouldn't have to be computer scientists to protect
their children. We are currently laying the groundwork for the Safety Simulation
Platform for Al-enabled toys. This is a project in development designed to stress-



test these toys by running thousands of automated interactions to find "safety
fractures."

Our goal for this work is to evaluate devices across six core dimensions, including
content safety, data privacy, and attachment risks. We are aiming to build the
evidence-based guardrails that the industry missed in its rush to the shelves.

The conversation started this Christmas, but the consequences will be seen for a
generation. It is time we stop treating Al toys as mere gadgets and start treating
them as the influential cognitive influencers they have become. We are no longer
just buying toys; we are inviting a stranger into the most private corners of our
children's minds.

We invite you to follow the KAIS as we work toward building the safety
frameworks that will define the next generation of play.

*Analysis is limited to toys for which the underlying AI model could be
identified/disclosed
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