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Al Is Eating
CapEx

How Artificial Intelligence Is Reshaping $400B+ in Capital Expenditure
Decisions Across Every Major Industry — and What It Means for the
Next Decade
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1.2%

of US GDP is Al capex

THE HEADLINE

$7T

projected data center investment
by 2030

75%

YoY hyperscaler capex growth in
Q3 2025

02 / 20



HISTORICAL CONTEXT

Bigger Than Railroads

Morningstar's Kai Wu analyzed every major capex cycle in US history since the 1860s. His
finding: Al capex already exceeds the internet boom's peak relative to GDP. When adjusted

for the shorter useful life of Al chips versus physical infrastructure, it surpasses even the railroad

buildout.
CAPEX CYCLE ERA PEAK % OF GDP DURATION
Railroad Expansion 1860s—1890s ~1.5% 30+ years
Telecom | Dot-Com 1996-2001 ~1.5% 5 years
Al Infrastructure 2023—present ~2.0% 3 years (and accelerating)

Big Tech's trailing-twelve-month capex was $24B in 2015. It's now north of $400B — a 15x increase in a decade. Where we end up by 2030 will likely

represent the biggest boom in history.
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THE HYPERSCALER ARMS RACE

Who's Spending What

COMPANY 2025 CAPEX 2026 CAPEX (EST.)
Amazon $131.8B $200B
Google $75-92B $90B+
Microsoft $80-100B $121B
Meta $70B $100B
Oracle $16B+ $25B+

Combined 2026 consensus: $527B (Goldman Sachs). CapEx as a % of operating cash flows hit 94% in 2025 — up 18 points from 2024. These

companies are reinvesting nearly everything they earn.

YOY GROWTH

+52%

+40%

+58%

+43%

+56%

KEY FOCUS

Al, chips, robatics, satellites
Cloud Al, compute capacity
Azure Al, Copilot infra

Al training clusters, Llama

OCl, enterprise Al
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Al CapEx Is Now

In H1 2025, Al-related capital expenditures contributed 1.1% to GDP

growth, outpacing the US consumer as an engine of expansion — a first.

Tech-related categories contributed 4.3 percentage points to overall
investment growth in Q2, offsetting declines everywhere else. Computer

hardware investment is up 41% year-over-year.

But here's the uncomfortable truth: subtract Al capex from GDP, and

growth is significantly weaker than advertised.

"Al-related capital expenditures contributed 1.1% to
GDP growth, outpacing the U.S. consumer as an engine
of expansion."

— J.P. Morgan Asset Management, 2025

$40B

Data center construction annual rate (June 2025)
Up 30% from prior year



PART II: INDUSTRY BREAKDOWN

Where Is the Money
Going?

Al isn't just a tech story. From healthcare to utilities, manufacturing to
financial services — every sector is recalculating its capital allocation
around Al. Here's the industry-by-industry breakdown.

CTechnology) CEnergy & Utilities) (Healthcare) CFinancial Services) CManufacturing) CRetail & E-Commerce)
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INDUSTRY: TECHNOLOGY

The Epicenter —

Technology is ground zero. The hyperscalers are dedicating nearly 70%
of revenues to Al-related investment. They're not just building for today
— they're racing to own the compute infrastructure that becomes the

industrial base of the digital era.

] S&P 500 capex has nearly doubled since 2021 — driven almost entirely
by Al.

i Data center construction is set to surpass all office construction in the
US this year.

Music-tech startups alone raised $700M+ in H1 2025. VC is flooding Al
infra.

&

and Counting

Amazon 2025 CapEx $131.8B
Microsoft 2025 CapEx $80—100B
Google 2025 CapEx $75-92B

Meta 2025 CapEx $70B

Goldman Sachs projects cumulative 2025-2027 hyperscaler capex at $1.15 trillion — more
than double the $477B spent 2022—2024.
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INDUSTRY: ENERGY & UTILITIES

The Power Problem

$212B $1T+ 175% 82 GW

Utility CapEx forecast 2025 Cumulative utility capex 2025— Data center power demand New capacity needed for data
+22% YoY 2029 increase by 2030 centers

Al's insatiable appetite for electricity has turned utilities into growth stories. Data center grid power
demand is projected to nearly triple by 2030. In 2024, capital-light hyperscalers surpassed capital-

intensive utilities in total capex for the first time. That's a sentence nobody predicted five years ago.

The utility sector has gained nearly $500 billion in market value over the past two years. They're no longer defensive plays — they're strategic growth

platforms.
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ENERGY: THE RIPPLE EFFECTS

From Grid Strain to Nuclear Revival

4 Grid Overload

AEP has 24 GW of committed new
demand by 2030 (18 GW from data
centers alone). That's 5x their
entire current system size. Virginia
alone will hit 12.1 GW of data center
demand in 2025.

@ Nuclear Renaissance

Tech companies are signing PPAs
with nuclear startups. Three Mile
Island and Duane Arnold nuclear
plants are being revived to power
data centers. Nuclear is back.

® Residential Impact

Data centers could drive 8%
average electricity bill increases
by 2030, exceeding 25% in high-
demand markets like Virginia. A
$9.3B price increase hit the PIM
capacity market.

B Power Mix Shift

New capacity split: 60% natural
gas, 40% renewables. Solar
generation grew 29% in 2025. Coal
generation is paradoxically up 13%
as utilities scramble to meet near-
term demand.
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INDUSTRY: HEALTHCARE

The $65B Software Opportunity

Healthcare accounts for ~12% of enterprise software spending (~$65B).
Al buying cycles have compressed from 12-18 months to under 6. The

ROI case is proven — but 80% of the market remains untapped.

$3.20

return per $1 invested in Al (healthcare avg within 14 months)

950+

FDA-authorized AlI/ML medical devices (up from 6 in 2015)

Where AI CapEx Is Landing

Ambient clinical documentation $600M
Coding & billing automation $450M
Patient engagement +20x YoY

Prior authorization +10x YoY

85% of generative Al spend in healthcare flows to startups, not

incumbents.
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HEALTHCARE: PROVEN RETURNS

The Revenue Cycle Revolution

## CommonSpirit Health

Al-driven preventive care adherence programs
delivering measurable patient outcome
improvements across multi-location systems.

— Strativera Analysis, 2025

4 Mount Sinai

Generated $20M in revenue through Al-powered
malnutrition detection — a use case nobody
predicted three years ago.

] Auburn Community

50% reduction in discharged-not-final-billed cases,
40%+ coder productivity gains, 4.6% case mix index
increase.

"Healthcare organizations integrating Al strategically across clinical workflows are achieving 30% efficiency gains, 40%

improvements in diagnostic accuracy, and measurable increases in both patient outcomes and financial performance."
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INDUSTRY: FINANCIAL SERVICES

The Al Investment

Financial services firms with $5B+ revenue invested an average of $22.1M in Al in 2024. 71%

of organizations now use Al in finance operations. And the ROI case is moving fast.

20% 90% 80%

avg productivity gain across increase in loan processing reduction in loan approval time
financial services accuracy

& Zest Al generated $1-12M+ in annual profit growth for lending institutions through Al-powered credit decisioning.

U HSBC reduced false positives in compliance monitoring by 20% using Al — saving millions in investigation costs.

4 Onboarding time cut from 20-30 minutes to under 10 minutes with Al identity verification, driving 30% retention increase.

50%

cut in compliance task time
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INDUSTRY: MANUFACTURING

Smart Factories, Smarter CapEx

Manufacturing is the sleeping giant. While tech and finance get the
headlines, 61% of manufacturing executives report decreased costs
from Al in supply chain operations. The sector is shifting from reactive

maintenance to predictive intelligence.

W Konica Minolta

Reported 4.36x ROI within 18 months by using Al to optimize scheduling and
reduce fuel use in manufacturing operations.

i£ll Predictive Maintenance

Al agents monitor equipment in real time, predict failures, schedule maintenance,
and automatically update ERP systems before downtime occurs.

Al CapEx Use Cases

Predictive maintenance — Sensor data analysis to prevent equipment
failure before it happens.

Visual quality inspection — Al-powered defect detection improving first-
pass yield rates.

Supply chain optimization — Real-time demand forecasting and
inventory rebalancing.

Robotic automation — Amazon's $200B 2026 capex includes robotics
alongside Al infrastructure.

Reshoring enablement — Al reducing labor cost disadvantages that
drove offshoring.



INDUSTRY:

RETAIL & E-COMMERCE

Margin Protection at Scale

$ Dynamic Pricing

Al agents analyze competitor
pricing, demand signals, and
inventory levels in real time.
Retailers deploying dynamic pricing
Al report 3-7% margin
improvements across product
categories.

Wl Demand Forecasting

Al reduces inventory overstock and
stockouts by 20—-30%. Walmart and
similar scale retailers use Al across
supply chain and logistics to protect
margins in compressed
environments.

& Personalization Engines

Al-driven product recommendations
increase conversion rates 15-25%.
Customer lifetime value increases
measurably with hyper-personalized
experiences at checkout.

g3 Checkout & Service

OpenAl's "Instant Checkout"
through ChatGPT via Stripe
partnership represents a
fundamental shift. Al is becoming a
direct sales channel, not just an
optimizer.

Retail Al capex isn't about building data centers — it's about deploying intelligence at every point of the value chain from warehouse to last mile to

post-purchase engagement.

14 / 20



CROSS-INDUSTRY ROI

The Numbers That Matter

METRIC

Enterprise Al adoption rate

Avg ROI per $1 invested (GenAl early adopters)
Top performer ROI per $1

Avg digital budget allocated to Al

Productivity gains (range)

Typical ROI timeline

Al project failure rate

Only 1/3 of orgs have scaled Al

VALUE

78%

$3.70

$10.30

36%

26-55%

2-4 years

70-85%

33%

SOURCE

Fullview / Multiple, 2025
Deloitte, 2025

Deloitte, 2025

Deloitte Tech Value Survey
Multiple studies, 2024—-2025
Deloitte, 2025

MIT / Multiple, 2025

Global private investment data

The gap between Al hype and implementation reality is the defining tension of this capex cycle. Top performers are pulling away. Everyone else is still

experimenting.
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Fast Lane Slow Lane

# Software, media, professional services — seeing measurable efficiency Manufacturing — Al deployed in pockets, but full factory transformation is
gains from Al today. years away.

& Cloud & hyperscalers — monetizing Al infrastructure at scale with 31%-+ # Healthcare — proven ROI exists, but 80% of the market remains
cloud revenue growth. untapped.

ya Utilities — riding the data center power wave to 40%+ stock price gains in Logistics & construction — still largely untouched by Al-driven

two years. productivity gains.

"The Al economy mirrors earlier technological epochs: the infrastructure has arrived far earlier than the widespread diffusion

of use."

— Aayush Bhatnagar, Medium Analysis, 2025




EYES WIDE OPEN

The Bubble Question

No honest analysis ignores the warning signs. Here's what keeps the smart money up at night:

A\ Revenue vs. Spend Gap

Current Al revenues: ~$20B. Required to justify costs by 2030: $2 trillion. That's a
100x increase needed. The math is "particularly stark" (Morningstar).

A Concentration Risk

Magnificent Seven = 35% of S&P 500, exceeding dot-com concentration levels.
The boom is driven by a handful of firms, not broad economic diffusion.

A\ Depreciation Cliff

Al facilities coming online face ~$40B in annual depreciation. Charges could climb
from $150B to $400B annually over five years due to rapid GPU replacement

cycles.

A\ Circular Financing

Nvidia investing in OpenAl, which buys Nvidia chips. Meta's $27B off-balance-sheet
financing. J.P. Morgan estimates $1.5T in bonds needed over 5 years for data

centers.

Historical pattern: companies aggressively growing capex underperformed conservative peers by 8.4% annually from 1963 to 2025. The asset-growth

anomaly is real.
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THE STRATEGIC CALCULUS

Infrastructure Builders
or Productivity
Beneficiaries?

Al early adopters trade at a 13% valuation premium. Al infrastructure
builders trade at 137%. The market is pricing picks and shovels.
History suggests the real returns come from the companies that use
the tools — not the ones that build them.

Think JPMorgan, Caterpillar, Walmart — companies using Al to improve operations rather than building data centers.
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KEY TAKEAWAYS

Three Truths About AI CapEx

01 — Scale Is Unprecedented

$405B+ in 2025, $527B projected for 2026, $7T by
decade's end. Al capex is ~2% of GDP and
growing. This exceeds every prior technology
investment cycle relative to economic output.
Analysts have underestimated spend every quarter
for two years.

— J.P. Morgan Asset Management, 2025

02 — The Ripple Is Real

Every industry is recalculating: Utilities need $1T+
in grid upgrades. Healthcare is compressing buying
cycles from 18 months to 6. Financial services is
automating 50%+ of compliance tasks.
Manufacturing is achieving 4x ROl in 18 months. No
sector is untouched.

03 — Execution > Investment

70-85% of Al projects still fail. Only 33% of orgs
have scaled Al programs. The gap between capex

and realized returns is the defining risk of this cycle.

Winners will be the companies that deploy Al into
operations — not just the ones writing the checks
for infrastructure.

"The Al buildout is adding resilience to the economy at a time when consumption is softening and rates remain elevated, and

shows some independence to variables like interest rates, labor markets and even trade shocks."
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M&A Executive - Al Strategist - Builder

$4B+ in closed transactions - 15+ years enterprise deal-making

AI Strategy Capital Allocation M&A Advisory Enterprise AI

bit.ly/jjshay
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