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Mind on the Market

Chart of the Week

The Race to Build Al Infrastructure Continues
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Source: FactSet, State Street Investment Management. Data as of 6/30/2026. Showing quarterly cumulative growth of average
capital expenditures and free cash flow (in USD Millions) for hyperscalers as denoted in FactSet, indexed to 100 at chart start
date, 12/31/2011. Hyperscaler group includes: Microsoft, Amazon, Alphabet (Google), Oracle, and Meta.

The infrastructure phase of the Al boom is in full swing, triggering one of the largest waves of corporate
investment in recent memory. As shown in the Chart of the Week, capital expenditures among major
hyperscalers have grown faster than free cash flow as these companies invest aggressively in chips and
data centers. The telecom boom of the late 1990s offers a useful reminder, however: investment expands
capacity, and expanding capacity can move scarcity and economic rents to new parts of an ecosystem.
Understanding where future constraints may emerge could prove just as important as identifying the
beneficiaries of the current cycle.
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Hyperscaler YoY Capex US Weight in Expected Information
Growth Semiconductor Industry Technology EPS Growth
2026-2027 vs 2027-2028

+86.5% 10.7%  41.8% vs
26.8%

Source: FactSet. Data as of Source: FactSet, MSCI. The weightis Source: FactSet, S&P, State Street

6/30/2026, calculated in USD calculated in USD of the Investment Management. Data as of
millions. Hyperscaler group Semiconductor Industry as defined by 10/19/2026, referencing Information
includes: Microsoft, Amazon, the MSCI ACWI Index. Data as of Technology sector of S&P 500.
Alphabet (Google), Oracle, and 10/19/2026.
Meta.

Fiber mattered, but its builders struggled

The internet era illustrates how supply chain constraints and economic rents can migrate as technologies
mature. In the late 1990s, investors focused on the companies building the fiber-optic networks, yet
much of the long-term value ultimately accrued to firms that leveraged increasingly abundant connectivity
to create new products and services. As explored in The wrong lesson from the dot-com bubble | State
Street, the winners changed as bottlenecks evolved. In other words, the infrastructure was essential
even when its original builders did not capture most of the value it enabled, with Global Crossing and
WorldCom as notable examples. These were firms that aggressively financed the buildout of the fiber
groundwork, yet later entered bankruptcy due to poor financial management as demand and capacity
dynamics changed across the value chain.

Bottlenecks shift across the Al stack and across borders

Today, different parts of the US Al ecosystem appear to be developing at different speeds. Compute and
data-center capacity have already scaled rapidly, while power, grid connectivity, and enterprise-wide
adoption remain in earlier stages. Progress in one layer can expose constraints in another, shifting the
bottlenecks across the supply chain.


https://www.ssga.com/us/en/institutional/insights/systematic-active-monthly-sep-2026
https://www.ssga.com/us/en/institutional/insights/systematic-active-monthly-sep-2026
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More Developed Earlier Stages
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and networking P y infrastructure is and transmission | but enterprise-
. expanding to support ) . . .
capacity have scaled rising Al workloads racing to keep constraints may wide scaling
rapidly. g ’ pace with demand. | slow deployment. | remains limited.

Source: McKinsey & Company, State Street Investment Management. lllustration constructed based on The Race to Power
Al Data Centers, McKinsey & Company, June 2025; Beyond Compute: Infrastructure That Powers and Cools Al Data
Centers, McKinsey & Company, October 2025; The State of Al in 2025: Agents, Innovation and Transformation, McKinsey
& Company, November 2025. For illustrative purposes only. Relative positioning represents State Street Investment
Management'’s qualitative interpretation of the cited research and does not represent measured completion rates, precise
estimates or forecasts. Development varies by technology, geography and use case, and the position of individual layers
may change over time.

Taking a global view beyond the US, no country controls the entire Al stack, and national advantages
differ considerably by layer. The US remains a leader in Al models and hyperscale computing
infrastructure; Taiwan plays a critical role in advanced semiconductor manufacturing; and South Korea
contributes key memory technologies. Meanwhile, other countries provide important inputs such as raw
materials and energy, which add further to geographic dependencies.


https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/data-centers-the-race-to-power-ai
https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/data-centers-the-race-to-power-ai
https://www.mckinsey.com/industries/industrials/our-insights/beyond-compute-infrastructure-that-powers-and-cools-ai-data-centers
https://www.mckinsey.com/industries/industrials/our-insights/beyond-compute-infrastructure-that-powers-and-cools-ai-data-centers
https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai-2025
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Source: FactSet, State Street Investment Management. Weights in USD as of 10/19/2026. Displaying top 3 countries by
weight (%) within each Al-related industry in the MSCI ACWI Index.

As shown in the chart above, leadership across industries critical to the Al buildout varies by country.
While the US remains a dominant presence amongst the industries highlighted in the Al stack, Taiwan
plays an important role in the semiconductor industry, and South Korea within technology hardware
storage. Other countries, including the Netherlands, Canada, and Germany, also offer exposure to key
Al-related industries. This geographic specialization reinforces the idea that as investment removes
constraints in one layer and imposes them in another, Al leadership may continue to broaden across
countries as well as industries.

As scarcity shifts, leadership may broaden

Today’s Al leaders benefit from genuine scarcity in areas of the value chain such as compute and cloud
capacity. However, companies that attract capital also invite competition, gradually reducing scarcity.
Falling unit costs may accelerate adoption while making it more difficult for undifferentiated infrastructure
providers to sustain margins. Investors should therefore distinguish between volume growth and
economic rent capture. As the telecom boom demonstrated, strong demand does not necessarily
translate into attractive returns on incremental capital.
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Under this framework, as Al infrastructure becomes more available and less expensive, value may
increasingly move toward companies that use the technology rather than those that build it. For example,
the long-term beneficiaries may include healthcare companies that improve productivity through
automation, financial institutions that combine Al with complex operational needs, and industrial firms
that embed Al into processes such as manufacturing and logistics.

Al Earnings Expectations May Broaden Beyond Technology
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Information Technology Industrials Health Care Financials
B EPS % Change 2026-2027 EPS % Change 2027-2028

Source: FactSet, State Street Investment Management. Data as of 10/19/2026. Each bar displays the implied YoY growth
in consensus EPS estimates between calendar years 2026-2027 and 2027-2028 for selected S&P 500 sectors. Growth
rates are based on aggregate sector-level consensus EPS estimates.

The accompanying chart suggests analysts may already expect some of this broadening to occur. While
Information Technology continues to command the strongest earnings growth expectations, projected
growth moderates further into the forecast horizon. Health Care, which displays the second-strongest
growth expectations in the near term, also shows a more pronounced slowdown by 2028. Meanwhile,
earnings growth expectations for Industrials and Financials remain comparatively resilient across both
forecast periods, showing some improvement going into 2028. Although these estimates are not a direct
measure of Al adoption, the varying growth trajectories may reflect expectations that the benefits of the
Al buildout will accrue to different industries at different stages of the cycle. Some sectors may be
positioned to benefit earlier from infrastructure spending and initial deployment, while others may see
greater gains as Al adoption broadens and productivity improvements become more widespread.
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Investment Implications

Near-term demand for Al infrastructure remains powerful, but the scale of investment raises the hurdle
for future returns. Investors should look beyond demand growth to assess whether capacity remains
differentiated and Al-related revenues can generate attractive returns on incremental capital. The
telecom boom offers a useful reminder: fiber-optic networks were essential to the internet revolution, but
many of the companies that laid the fiber captured less value than the platforms and services later built
on top of it. The infrastructure being built today will underpin the next phase of adoption, but today’s
builders may not be tomorrow’s primary beneficiaries. For investors, the challenge is to identify where
economic rents migrate as parts of the Al stack become cheaper and more abundant. Over time, the
distinction may be less between companies that build Al and those that do not, and more between those
that built the infrastructure and those that use it most effectively.

Source: FactSet, MSCI, S&P, McKinsey & Company, State Street Investment Management. Data as of 10/19/2026 unless
otherwise stated. Charts referencing hyperscalers includes: Microsoft, Amazon, Alphabet (Google), Oracle, and Meta.

About State Street Investment Management

At State Street Investment Management, we have been helping create better outcomes for institutions, financial intermediaries, and
investors for nearly half a century. Starting with our early innovations in indexing and ETFs, our rigorous approach continues to be
driven by market-tested expertise and a relentless commitment to those we serve. With over $6 trillion in assets managed*, clients
in 60 countries, and a global network of strategic partners, we use our scale to deliver a comprehensive and cost-effective suite of
investment solutions that help investors get wherever they want to go.

* This figure is presented as of June 30, 2026 and includes ETF AUM of $2,203.98 billion USD of which approximately $156.81
billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA
FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all AUM is
unaudited.

Important Risk Information

ssga.com
Marketing Communication

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to
statestreet.com/investment-management for more information.

Important Risk Information
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The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties
without SSGA’s express written consent.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability
for damages of any kind relating to the use of such data.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other
professional advisor.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a
‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this marketing communication
(a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research
(b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

The performance data quoted represents past performance. Past performance does not guarantee future results. Investing
involves risk, including the risk of loss of principal.

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable.

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a
fund. Index performance is not meant to represent that of any particular fund.

The views expressed in this material are the views of Ginger Perry and Dane Smith through the period ended October 22, 2026
and are subject to change based on market and other conditions.

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses
made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a
number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Please note that any such statements are
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the
forward-looking statements.

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy
is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for,
decisions based on such information and it should not be relied on as such.

Equity securities may fluctuate in value in response to the activities of individual companies and general market and economic
conditions.

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of
the security may not rise as much as companies with smaller market capitalizations.

Investments in small-sized companies may involve greater risks than in those of larger, better known companies.

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such
factors include overall market movements, real or perceived inflationary trends, commodity index volatility, international, economic
and political changes, change in interest and currency exchange rates.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond
values and yields usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually
pronounced for longer-term securities.

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.
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Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and
natural resources. Investments can be significantly affected by events relating to these industries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations.
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less
stability than those of more developed countries.

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate
bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns. US
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.

© 2026 State Street Corporation
All Rights Reserved.

AdTrax: 5064514.174.1.GBL.RTL
Exp. Date: 10/31/2027.
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