
Week 2

Foundations of Data Warehousing

August 31, 2026



It started with simple chatbots



It started with simple chatbots

We then got tool calling



We slowly increased the number of tool calls



We slowly increased the number of tool calls

And added even more tool calls

And this became known as the agent loop or agentic loop



● Set of tokens the model can see when predicting the next token

● Finite space to do customizations, about 1 million tokens

● Has not changed much in past two years

What is a context window?



What does a tool call look like?

Here’s a simple tool definition



Here’s a better one



Here’s a tool use request

Here’s a tool result response



What the request body looks like 



SKILL.md

What are skills?



What the system prompt becomes



Model emits a 
server tool use 
request

API responds 
with code 
execution tool 
result



What competes for space in the context window?

● CLAUDE.md (instructions file Claude reads every session) 

● System and user prompt

● Tools, skills

● MCP servers

● Files you’ve attached

● Conversation history

http://claude.md


What doesn’t compete for space in the context window?

● Hooks

● Settings and permissions

● The filesystem

● Subagents

● Dynamic workflows

https://claude.com/blog/steering-claude-code-skills-hooks-rules-subagents-and-more

https://claude.com/blog/steering-claude-code-skills-hooks-rules-subagents-and-more


Term Projects: where we landed


