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Executive Summary

Artificial Intelligence has transitioned from experimental technology to mission-critical
business infrastructure, fundamentally reshaping how public companies generate
revenue, manage costs, and report earnings. This analysis examines Al's quantifiable
impact across six major sectors, revealing both transformative opportunities and
material financial risks that investors and executives must navigate.

$252.3B 78% $602B

39%

Key Financial Impact Findings

Revenue Impact: Al leaders have achieved 1.5x higher revenue growth over the
past three years compared to laggards. Sectors with high Al exposure show 3x
higher revenue growth per worker. S&P 500 companies citing "AI" on earnings calls
have seen 13.9% average price increases since December 2024, versus 5.7% for
non-Al mentioners.

Gross Profit & OPEX: Al is driving both margin expansion through automation (15-
20% net cost reduction projected in banking) and margin compression through



infrastructure investment (average monthly AI spending reaching $85,521 in 2025,
up 36% YoY). The net effect varies dramatically by sector and implementation
maturity.

Depreciation & Amortization: The hyperscaler depreciation debate represents a
potential $176 billion earnings adjustment through 2028. The divergence between
Amazon (shortening useful life to 5 years) and Meta (extending to 5.5 years) reveals
D&A as an active earnings management lever with material EPS implications.

EBIT Impact: Only 39% of organizations report Al-attributable EBIT impact, with
most indicating less than 5% of total EBIT. However, Al high performers (6% of
companies) report transformative results through workflow redesign and scaled
deployment.

EPS Considerations: Extended depreciation schedules (4—6 years) have reduced
collective hyperscaler depreciation expenses from approximately $39B to $21B
annually, directly inflating EPS. Barclays estimates higher depreciation costs could
shave 5-10% from EPS if schedules compress.



Sector Impact Summary Matrix

Sector

Technology/Hyperscalers

Financial Services

Healthcare

Retail/CPG

Energy/Utilities

Manufacturing

Revenue

Impact

T High (25-
75% YoY
growth in Al
services)

1 Moderate
($200-340B
savings
projected)

t High (81%
report
increased
revenue)

T Moderate
(87% report
positive
impact)

T High (26%
demand
growth by
2035)

T Moderate
(3x KPI
improvement)

OPEX
Impact

1 Elevated
(CapEx
~$443B in
2025)

| Declining
(15-20%
cost
reduction)

1 Declining
(73%
report
reduced
costs)

| Declining
(94%
report cost
reduction)

T Elevated
(>$1T grid
investment)

| Declining
(72%
report cost
reduction)

EBIT
Trend

Mixed

Positive

Positive

Positive

Positive

Positive

EPS Risk

High

(depreciation

debate)

Moderate

Low-
Moderate

Low

Moderate

Low

Al
Adoption
Rate

95%+

85%

22% (7x
YoY
increase)

42%

Growing

51%



Section 1: The AI Financial
Revolution - Setting the Stage

1.1 The Unprecedented Scale of AI Investment

Corporate investment in artificial intelligence has reached historically unprecedented levels,
fundamentally altering the financial landscape of public companies across all sectors. In
2024, total corporate Al investment reached $252.3 billion, with private investment climbing
44.5% year-over-year. This investment trajectory shows no signs of deceleration—Goldman
Sachs estimates global Al investment will reach $200 billion by 2025, while Gartner projects
worldwide Al spending at $1.5 trillion in 2025.

The concentration of this investment reveals important structural dynamics. Private
investment in generative Al alone reached $33.9 billion in 2024, representing over 20% of
all Al-related private investment—an 18.7% increase from 2023 and more than 8.5x higher
than 2022 levels. Enterprise generative AI spending reached $13.8 billion in 2024, a
remarkable 6x increase from the $2.3 billion spent in 2023.

Geographic Concentration: U.S. private Al investment hit $109.1 billion in 2024—
nearly 12x higher than China's $9.3 billion and 24x the U.K.'s $4.5 billion. In generative
Al specifically, U.S. investment exceeded the combined total of China and the EU plus
U.K. by $25.4 billion.

1.2 Adoption Acceleration Across Industries

The adoption curve for Al technologies has steepened dramatically. In 2024, the proportion
of survey respondents reporting Al use by their organizations jumped to 78% from 55% in
2023. Meanwhile, 71% of organizations regularly use generative Al in business operations,
compared to just 33% in 2023—a more than doubling in a single year.

Perhaps more significantly, 23% of organizations are actively scaling agentic Al systems
across their enterprises, signaling the transition from experimental pilots to production-



grade deployments. This maturation has direct financial implications: Al leaders have
achieved 1.5x higher revenue growth, 1.6x greater shareholder returns, and 1.4x higher
returns on invested capital over the past three years.

1.3 The Financial Metrics Framework

Understanding Al's impact on public company financials requires examining the complete
income statement cascade. Al affects each component differently, and these effects vary
substantially by sector, company size, and implementation maturity:

Revenue Line Items

Direct Revenue: New Al-enabled products and services creating incremental revenue
streams. Al model developers saw combined revenues grow by over 9x in 2023-2024, with
OpenAl reaching $13 billion in annualized revenue by August 2025.

Revenue Enhancement: Al-driven improvements in pricing, personalization, and
customer acquisition increasing vyield from existing operations.

Revenue Prediction: Al-powered forecasting improving demand planning and reducing
revenue leakage.

Cost Structure Impact

Gross Profit: Automation of production processes and quality control affecting cost of
goods sold.

Operating Expenses: Dual impact—significant investment requirements increasing OPEX
short-term while automation reduces headcount and operational costs long-term.

Depreciation & Amortization: Massive capital deployments creating substantial non-cash
charges with complex useful life assumptions.

Profitability Metrics

EBIT: Net effect of revenue growth, cost savings, and increased D&A charges.

EPS: Bottom-line impact incorporating interest expense from Al financing and tax effects.



1.4 The Revenue Multiplier Effect

Al's impact on revenue operates through multiple channels simultaneously. Companies that
have successfully integrated Al into their operations are experiencing measurable revenue

acceleration. BCG research indicates that Al leaders are generating 62% of their Al value
from core business processes rather than just support functions—a critical differentiator

from laggards who focus primarily on cost reduction.

New
Product/Service
Revenue

Pricing Optimization

Customer
Acquisition

Revenue Retention

Sales Productivity

AlI-native offerings and
capabilities

Dynamic pricing, yield
management

Personalization,
targeting, conversion

Churn prediction,
proactive engagement

Lead scoring,
automation, insights

10-50%+ revenue
growth in Al
segments

2-8% revenue uplift

15-30% improvement
in CAC efficiency

10-25% reduction in
churn

20-40% increase in
sales efficiency

1.5 The Forecasting Revolution

Technology (Cloud AI),
Healthcare (diagnostics)

Retail (Walmart: 4.8%
uplift), Airlines

Financial Services, E-
commerce

Telecom, Saas,
Insurance

Enterprise Software,
Professional Services

Al's impact on revenue forecasting accuracy represents a less visible but financially
significant transformation. Traditional forecasting methods are being replaced by Al-driven

approaches that incorporate hundreds of variables and real-time data streams.

Case Study: Retail Demand Forecasting

Research comparing six machine learning models across 1,876 retail products found

that LSTM networks achieved a mean absolute percentage error (MAPE) of 16.43%



compared to traditional methods' 28.76%—representing a 42.87% improvement in
forecast accuracy. For fashion items with high seasonality, forecast errors decreased
from 34.2% to 19.7%, enabling more precise inventory planning and reducing both
stockouts and markdowns.

Financial Impact: Improved forecasting directly affects gross margin through
inventory optimization and revenue through reduced lost sales. Full-scale AI
forecasting implementation requires an average of 8.7 months and processes 16.7 TB
of historical transaction data combined with 4.3 TB of external data sources.



2.1 The Hyperscaler Capital Expenditure
Supercycle

The technology sector, particularly the hyperscale cloud providers, represents both the
epicenter of AI investment and the clearest illustration of how Al is reshaping financial
statements. The scale of capital deployment is unprecedented in corporate history.

CreditSights projects capex for the top 5 hyperscalers (Amazon, Alphabet, Microsoft, Meta,
Oracle) to increase from approximately $256 billion in 2024 (+63% YoY) to approximately
$443 billion in 2025 (+73% YoY) and approximately $602 billion in 2026 (+36% YoY). To
put this in perspective, Big Tech CapEx rose to approximately 1.9% of GDP in 2025—
exceeding the nationwide broadband development at the start of the century (~1.2% of
GDP), the Apollo Moon Landing project (~0.6%), and the Interstate Highway system
(~0.6%).

$443B 75% 73%

1.9%



Individual Hyperscaler Capital Deployment

Amazon
(AWS)

Microsoft

Alphabet

Meta

Oracle

$35.1B

$34.98

$24.0B

~$25B

~$8B

+55%

+75%

+32%

+40%

+60%

$125B

~$140B*

$91-93B

$70B

$35B+

~50%

~50%

~70%

~80%

~75%

17%+

45%

~25%

~40%

57%

*Annualized estimate based on quarterly run rate. Capital intensity has surged to previously unthinkable levels.

2.2 Revenue Impact: Al Services Driving
Growth

The revenue side of the technology sector's AI story demonstrates clear monetization
pathways, though the timing between investment and revenue recognition creates earnings

pressure.

Cloud Revenue Acceleration: Google Cloud achieved 32% year-over-year growth

with a backlog of $155 billion. The company secured more $1 billion deals in the past
nine months than in the previous two years combined, including a $10 billion six-year

cloud contract with Meta.

Microsoft's Al business has become the fastest line in company history to reach a $10 billion
revenue run rate, with growth constrained only by available compute capacity. Amazon's
AWS AI business is described as a "once-in-a-lifetime opportunity" that has achieved billions

in annualized revenue.



AI Model Developer Revenue Trajectory

OpenAl $200M $1.6B $3.4B $13B (annualized) 65x (2 years)
Anthropic  N/A $87M $850M $7B (annualized) 80x (18 months)

XAI N/A N/A $100M $500M (annualized) 5x (6 months)



2.3 Operating Expense Dynamics

Technology sector OPEX is experiencing dual pressures from AL. On one hand, Al enables
significant operational efficiencies—90% of software development professionals now use Al
tools, with studies showing a 26% increase in completed tasks using coding assistance
tools. On the other hand, the cost of Al infrastructure, talent, and operations creates new
expense categories.

AI Spending Trends: CloudZero research reveals that average monthly spend on Al-
native applications will reach $85,521 in 2025—a 36% increase from 2024's $62,964.
The proportion of organizations planning to invest over $100,000 per month in Al tools
has more than doubled, jumping from 20% in 2024 to 45% in 2025.

2.4 The Depreciation Challenge

Perhaps no financial metric has generated more controversy in the Al era than depreciation
and amortization. The hyperscalers are deploying hundreds of billions in Al infrastructure,
and the accounting treatment of these assets directly impacts reported earnings.

The Depreciation Debate: Michael Burry, the investor made famous by "The Big
Short," has accused hyperscalers of overstating earnings by depreciating Al hardware
over unrealistically long periods. He estimates that from 2026 to 2028, this
accounting method could understate depreciation by approximately $176 billion,
effectively inflating reported earnings across the industry.




Server Useful Life Timeline

3 6 5 years $677M net income reduction (9M
Amazon 4 years
years years (subset) 2025)
. 4 6 e .
Microsoft 4 years 6 years Billions in avoided D&A
years years
4 6 S .
Alphabet 4 years 6 years Billions in avoided D&A
years years
4 4.5 5 .
Meta 5.5 years $2.3B D&A reduction (9M 2025)
years years years
4 6 ) .
Oracle 5 years 6 years Material to margins
years years

2.5 EBIT and EPS Implications

The combination of massive revenue growth, elevated OPEX, and complex D&A dynamics
creates a nuanced EBIT picture for technology companies. While cloud and Al services
generate strong gross margins (typically 60-70%), the capital intensity of the infrastructure
buildout creates pressure on operating margins.

"I didn't want to go get stuck with four or five years of depreciation on one
generation."”

— Satya Nadella, Microsoft CEO, acknowledging technological obsolescence faster
than accounting schedules



3.1 Sector Overview: The Highest
Concentration of AI Leaders

Financial services has emerged as the sector with the highest concentration of "Frontier
Firms"—organizations that embed Al agents across every workflow. A November 2025 IDC
study shows that Frontier Firms in financial services report returns on their Al investments
roughly three times higher than slow adopters.

The global Al in BFSI (Banking, Financial Services, and Insurance) market was valued at
$31.61 billion in 2024 and is projected to reach $189.54 billion by 2034, expanding at a
CAGR of 19.62%.

3.2 Revenue Impact Analysis

Al is expected to create over $140 billion of value annually in banking by 2025, with the
market growing from $38.36 billion in 2024 to $190.33 billion by 2030.



Revenue Enhancement Mechanisms

Fraud Real-time fraud 20% improvement (up to
. . . . Mastercard Al

Prevention detection 300% in specific cases)

Lending Al-powered credit  18-32% increase in approval Zest Al: reduces bad

Revenue scoring rates debt 50%+

Trading o ) Millisecond execution Goldman Sachs, Morgan

Algorithmic trading

Revenue advantage Stanley

Asset Portfolio i BlackRock Aladdin:
o Record net inflows ]

Management optimization $641B inflows (2024)

U.S. Treasury Al Success: The U.S. Treasury prevented and recovered $4 billion in
fraud in FY2024 using AlI, a dramatic increase from $652.7 million in FY2023.

3.3 Operating Expense Reduction

McKinsey projects a 15-20% net cost reduction across the banking industry through Al
implementation.

$340B $65B 80%

50%



4.1 The Healthcare AI Investment Surge

Healthcare AI spending hit $1.4 billion in 2025, nearly tripling 2024's investment. The global
Al in healthcare market was valued between $14.9 billion and $29.0 billion in 2024 and is
projected to reach $504-$614 billion by 2032-2034.

$1.4B 3x 22%

4.2 Revenue and Cost Impact

According to NVIDIA's 2025 State of AI in Healthcare report, 81% of healthcare
organizations reported increased revenue from AI implementations, with nearly half
achieving ROI within one year. Additionally, 73% reported reduced operational costs and
41% experienced faster R&D cycles.



Healthcare AI Impact Metrics

Clinical Documentation
(AI Scribes)

Claims Processing

Denial Management

Drug Discovery

70%+ time

reduction

63% reduction in
review times

75% denial
reduction

67-75% timeline
reduction

Significant labor
savings

$2.394B
reimbursement impact

95%+ accuracy

Billions in R&D
savings

Microsoft DAX Copilot

Iodine AwarePre-Bill

Thoughtful Al

Insilico Medicine: Phase
IT in 18 months



5.1 Retail AI Market Dynamics

The global Al in retail market is valued at $9.36-$31.12 billion in 2024, with projections
reaching $40.74-$164.74 billion by 2030-2032. Adoption has reached a critical inflection

point: 42% of retailers are actively using AI, while another 34% are testing or planning
deployment.

87% 94% 97%

4.8%

Case Study: Walmart AI Implementation

Walmart's generative-Al-driven merchandising has achieved a 4.8% revenue uplift,
demonstrating tangible returns from AI investment. The company developed
proprietary stacks including Walmart Element and Target Store Companion to
maintain competitive moats.




6.1 The AI-Driven Demand Revolution

The energy and utilities sector is simultaneously a major beneficiary of Al-driven demand
growth and an implementer of Al for operational efficiency. Peak electricity demand is
projected to grow by approximately 26% by 2035, with data center demand alone
potentially reaching 176 gigawatts by 2035—a fivefold jump from 2024.

6.2 Financial Performance Transformation

Utilities staged a sharp rebound in 2024, delivering a 23.4% return driven by robust
earnings growth of 24.7%. The sector has maintained strong momentum into 2025, posting
year-to-date gains of 20.25% and outperforming the broader index by 493 basis points.

Independent Power & Renewable  +32% Al data center contracts
Gas Utilities +29% Backup power demand
Electric Utilities +25% Load growth, rate base expansion

Multi-Utilities +17% Diversified demand



7.1 Manufacturing AI Market Trajectory

The global AI in manufacturing market is expected to rise from $7.6 billion in 2025 to
$62.33 billion by 2032, growing at a strong 35.1% CAGR. In 2025, 51% of manufacturers
surveyed reported using Al in some form.

3x 72% 98%

4.8x



8.1 The Scale of the Issue

With hyperscalers projected to spend over $1.5 trillion in capital expenditures from 2025
through 2027, the useful life assumptions applied to these assets directly impact hundreds
of billions in reported earnings.

Material Financial Impact: The five hyperscalers are expected to add
approximately $2 trillion of Al-related assets to their balance sheets by 2030. Given
that AI assets typically depreciate at a rate of around 20% per year under current
schedules, this implies annual depreciation expense of $400 billion—more than their
combined profits in 2025.

8.2 Quantifying the Depreciation Impact

Analysis suggests that extending server useful lives from 3 to 6 years reduced collective
data-center depreciation expenses from approximately $39 billion to $21 billion in 2024—an
$18 billion annual earnings boost. The Economist estimated that if servers depreciate over 3
years instead of current schedules, the Al big five's combined annual pre-tax profit falls by
$26 billion (8% of last year's total).



Depreciation Impact Calculator

Useful Life Annual D&A (per $100B CapEx)
2 years $50B

3 years $33.3B

4 years $25B

5 years $20B

6 years (current) $16.7B

Difference vs. 6-Year

+$33.3B annually

+$16.7B annually

+$8.3B annually

+$3.3B annually

Baseline

Key Takeaway: Watch Cash Flow, Not Just Earnings

The depreciation debate reveals a fundamental tension between accounting

standards and technological reality. For investors in Al-exposed stocks, operating

cash flow and free cash flow provide more reliable indicators of business health than

earnings alone.



9.1 AI Adoption Maturity by Sector

Technology/H I 95%+ Ad d/Scali High (but D&A
echnolo erscalers vanced/Scalin
g9Y/riyp ° g uncertainty)

Production

Financial Services 85% rocuct High
deployment

Retail 42% Scaling Moderate-High
Production

Manufacturing 51% Moderate-High
deployment

Healthcare 22% Rapid acceleration Moderate (high potential)

Energy/Utilities Growing Early scaling Moderate

9.2 EBIT Impact by Sector

Enterprise-wide EBIT attribution to AI remains challenging across all sectors. McKinsey's
research indicates that only 39% of organizations report any Al-attributable EBIT impact,
with most indicating less than 5% of total EBIT. However, AI high performers
(approximately 6% of companies) report transformative results.



10.1 The AI Investment Framework

Investment Decision Matrix

AI Revenue Clear AI product roadmap, customer Revenue growth decoupled from
Growth demand signals CapEx
AI-Driven Measurable productivity gains, scaled Pilot paralysis, integration
Efficiency deployment challenges

Long-term contracts, diversified Oversupply risk, technology

Al Infrastructure
customers obsolescence

10.2 The Path Forward: 2026-2028 Outlook

Near-Term (2026)

e CapEx Peak: Hyperscaler CapEx likely exceeding $600B
¢ Depreciation Clarity: More companies likely to adjust useful life assumptions

e EBIT Attribution: More companies to report quantifiable Al-driven EBIT impact

Medium-Term (2027-2028)

¢ ROI Accountability: Pressure on Al investments to demonstrate returns will
intensify



¢ Depreciation Reckoning: Potential $176B earnings adjustment if schedules
compress

* Sector Differentiation: Clear winners and losers will emerge

Strategic Imperative

AI's impact on public company financial metrics is both transformative and complex.
Revenue growth potential is substantial across sectors, but the path to EBIT impact
requires scaled implementation and workflow redesign. The depreciation debate
highlights that not all Al-related earnings are created equal—cash flow analysis is
essential.

For investors, the key is distinguishing between companies where Al creates durable
competitive advantage versus those where Al spending represents competitive table
stakes with uncertain returns.



Appendix: Data Sources &
Methodology

A.1 Primary Data Sources

Industry Research Reports

e Stanford HAI - 2025 Al Index Report

e McKinsey & Company - The State of Al in 2025

e BCG - AI Adoption in 2024

e Bain & Company - Al in Financial Services Survey (July 2024)
e NVIDIA - State of Al in Healthcare and Life Sciences (2025)
* Menlo Ventures - 2025: The State of Al in Healthcare

¢ Deloitte - 2026 Power and Utilities Industry Outlook

Financial Data Sources

Company SEC filings (10-K, 10-Q, 8-K)

e Earnings call transcripts

Goldman Sachs Research

J.P. Morgan Asset Management

CreditSights - Technology: Hyperscaler Capex 2026 Estimates

Market Research Firms

¢ Grand View Research
¢ Precedence Research

¢ Markets and Markets



¢ Fortune Business Insights

e Mordor Intelligence

¢ CloudZero - State of Al Costs

e Gartner

e IDC

A.2 Key Definitions

Hyperscalers

Frontier Firms

AI High
Performers

Useful Life

Large cloud computing providers: Amazon (AWS), Microsoft (Azure), Alphabet
(Google Cloud), Meta, Oracle

Organizations that embed Al agents across every workflow (IDC definition)

Companies attributing EBIT impact of 5%+ to AI use (McKinsey definition)

The period over which a depreciable asset is expected to be usable

Disclaimer: This analysis is provided for informational purposes only and does not constitute investment

advice. The information contained herein is based on sources believed to be reliable but is not guaranteed as to
its accuracy or completeness. Past performance is not indicative of future results.
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