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EXECUTIVE SUMMARY

The Most Consequential Capital Cycle in
Technology History

The April 29, 2026 earnings cycle produced the most dramatic synchronized CAPEX
revision on record. Microsoft, Amazon, Alphabet, and Meta collectively raised their 2026
capital expenditure (CAPEX) guidance to $695-$725 billion — an ~80% increase above
2025 actual spending of S388 billion. Every revision was upward. Every management team
accelerated, not moderated. The Al infrastructure supercycle is not decelerating. It is

compounding faster than consensus had modeled.

This IU Digest deep-dive maps the full capital expenditure landscape disclosed across the April 29 earnings calls, traces
the capital through every layer of the AI infrastructure stack, and identifies the companies that are the most direct
beneficiaries of this unprecedented deployment. Two structural drivers dominate the upward revisions: genuine demand
for Al infrastructure outpacing supply across virtually every component, and component price inflation — led by DRAM

and HBM — forcing guidance higher regardless of discretionary intent.

Critically, this report focuses heavily on the forward signals management teams provided: the backlog figures, remaining
performance obligations, contracted revenue commitments, and explicit benefit frameworks each hyperscaler articulated
to justify the acceleration. These are the data points that distinguish a demand-driven supercycle from speculative
overbuild — and by every disclosed metric, the former — a demand-driven supercycle — describes the current

environment.

€@ Key Analytical Framework: Backlogs Confirm Demand Visibility, Not Optimism

When Microsoft discloses $627 billion in remaining performance obligations — up 99% YoY — or Google reports a cloud
backlog that nearly doubled in a single quarter to exceed $460 billion, these are not aspirational figures. They are legally
binding contractual commitments from enterprise customers that translate directly into forward revenue. The hyperscaler
CAPEX acceleration is being pulled forward by contracted demand, not pushed by speculative capacity-building. That
distinction is the most important analytical signal in the April 29 cycle.
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KEY METRICS AT A GLANCE

April 29, 2026 Earnings Synthesis — Combined
Hyperscaler Update

Combined 2026 Largest Single-Quarter YoY CAPEX Growth Memory Cost Impact
CAPEX Guidance Spend (Apr 2026)* vs. 2025 Actual to MSFT Guidance

* Single-quarter figure represents the largest reported quarterly spend across the April 2026 earnings cycle: Amazon Q1 2026 ($43.2B),
Microsoft Q3 FY2026 ($31.9B), Alphabet Q1 2026 ($35.7B), Meta Q1 2026 ($19.8B). Fiscal quarters vary by company.

CLOUD REVENUE & BACKLOG SUMMARY

HYPERSCALER CLOUD [ Al SEGMENT REVENUE GROWTH BACKLOG [ RPO
Microsoft (MSFT) Azure + Microsoft Cloud $54B (qtr) +29% YoY $627B RPO (+99% YoY)
OpenAl $100B+ commitment; full
Amazon (AMZN) AWS $37.6B (qtr) +28% YoY .
capacity queue

Alphabet (GOOGL) Google Cloud $20.03B (qtr) +63% YoY $460B (doubled in one quarter)

Family of Apps 3.44B DAP; +7% time-on-Facebook
Meta (META) $56.3B total +16% YoY

(Al-enhanced ad revenue) from Al rec.

MEMORY & COMPONENT PRICE INFLATION

METRIC 2025 BASELINE 2026 LEVEL CHANGE HYPERSCALER IMPACT
. MSFT attributes $25B CAPEX revision to
DRAM Price | GB $3.76/GB $9.71/GB +158% YoY . .
memory inflation
L. ) Structural Multi-year LTAs locking in elevated prices
DDRS5 Pricing (Q1 26) Q4 2025 base +50-55% in Q1
shortage across hyperscalers
NAND Contract . Generational Samsung, SK Hynix guiding 40-50% NAND
. Trough pricing +30-50% surge . o
Prices tightness margins in 1H 2026
. 100% sold out . SK Hynix >60% share; Micron HBM4 shipping
HBM Supply Status Constrained Multi-year LTAs
2026 Q2 2026

- $100B by 2 years ahead of prior projections; Rubin

HBM Market Size ~$35B (2025 ~$50B+ (2026E
'z & ( ) v ( ) 2028 demands HBM4

BENEFICIARY SNAPSHOT — WHO WINS FROM THE $700B CAPEX CYCLE
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A quick-reference roadmap to the report's key investment conclusions. Full analysis for each layer begins on the page indicated.

INFRASTRUCTURE

LAYER

GPU Compute

Custom Silicon

Adv. Packaging

HBM Memory

DRAM | NAND

HDD Storage

Liquid Cooling

Power /| Grid

DC Networking

TIER 1 BENEFICIARY

NVIDIA (NVDA)

Broadcom (AVGO)

TSMC (TSM)

SK Hynix (>60%
share)

Samsung, SK Hynix

WDC, Seagate (STX)

Vertiv (VRT),
Schneider

Eaton (ETN),
Emerson

Arista (ANET)

AMD

Marvell

Samsung

MU,
Samsung

MU, SNDK

Modine,
nVent

ABB,
Schneider

Broadcom,
Cisco

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER.

KEY THESIS IN ONE LINE

$1T order backlog; 90% Al accel. share; Rubin
H2 2026

Google 2031 + Meta 2029 ASIC contracts; dual
design + networking revenue

85%+ CoWoS pre-allocated; NVIDIA holds
~60% of allocation

All 2026 HBM sold out; market $35B — $100B
by 2028

DRAM +158% YoY; NAND margins 40-50%;
SanDisk EPS 5x by 2027

100% sold out 2026; LTAs through 2028; WDC
+63% YTD

252% order surge; <10% DC liquid-cooled today
- mandatory

US elec. equip. mkt $20B - $65B by 2030;
18-36 mo lead times

$105B Al networking TAM; 800G dominant;
+27.5% qtrly growth
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SECTION 01 - MICROSOFT (MSFT)

Microsoft: The S627 Billion Backlog and the
S190 Billion Build

Microsoft's Q3 FY2026 earnings call delivered the single most consequential CAPEX
guidance revision of the April 29 cycle — $35 billion above Street consensus — while
simultaneously reporting the largest commercial backlog in the company's history. The

two numbers together define the investment thesis: Microsoft is building infrastructure it

has already sold.
TOTAL REVENUE AZURE GROWTH 2026 CAPEX GUIDANCE RPO [ BACKLOG
$82.9B +40% YoY ~$190B $627B
+18% YoY Best in 8 gtrs +$3bB vs. consensus +99% YoY — record

Q3 FY2026 Financial Performance

Microsoft delivered Q3 FY2026 revenues of $82.89 billion, exceeding the $81.39 billion consensus estimate and
representing 18% year-over-year growth. Earnings per share came in at $4.27 adjusted versus $4.06 expected. The
Intelligent Cloud segment — home to Azure — generated $30.6 billion in revenue, up 21% YoY. Azure alone grew 40%
year-over-year, its strongest growth rate in approximately eight quarters. Microsoft Cloud revenue as a whole surpassed
$54 billion in a single quarter, growing 29% YoY — crossing a milestone that reinforces the AI cloud transition's

financial reality.

Backlog and Remaining Performance Obligations (RPO)

The most structurally significant figure from Microsoft's Q3 call was not the CAPEX guidance — it was the backlog.
Commercial remaining performance obligations reached $627 billion, up 99% year-over-year. This is the single largest
backlog in Microsoft's history, and it represents contracted, legally binding revenue that has not yet been recognized. To
contextualize the magnitude: $627 billion is approximately 1.9x Microsoft's total annual revenue. It means Microsoft's

customers have already committed to nearly two years of forward revenue — before a single additional sale is made.

The RPO figure is driven primarily by Azure Al services, Microsoft 365 Copilot enterprise licensing, and multi-year
cloud migration agreements. Enterprise customers are locking in long-term Azure commitments — often three to five
years — as they embed Microsoft's Al tooling into core workflows. This duration creates a visibility floor for Azure
revenue growth that is unusually high by enterprise software standards and directly justifies the CAPEX acceleration:

every dollar of infrastructure Microsoft builds today has a contractual revenue claim already attached to it.

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 5
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"This quarter set a new record, driven by the continued strength of Azure and our Al services.
Commercial remaining performance obligations grew 99% year-over-year to S627 billion, reflecting
the confidence our customers have in our cloud and Al platform."

— Satya Nadella, CEO, Microsoft Q3 FY2026 Earnings Call

The $190 Billion CAPEX Guidance and the Memory Cost Disclosure
CFO Amy Hood guided full-year 2026 capital expenditures to approximately $190 billion — $35 billion above the prior

Street consensus of $154.6 billion. The magnitude of the upward revision prompted an explicit analytical framework from
Hood: $25 billion of the excess is directly attributable to rising memory and component prices, primarily HBM and DDR5
inflation. IDC estimates DRAM costs have risen 158% year-over-year to $9.71 per gigabyte in 2026 versus $3.76/GB in
2025. This means roughly 70% of Microsoft's above-consensus CAPEX revision is a forced cost pass-through from the

memory supply chain — not incremental infrastructure ambition.

"For calendar year 2026, we expect to invest roughly S190 billion in capital expenditures, which
includes approximately $25 billion of increased spend due to higher memory and component costs.
The underlying demand signal from our customers has not changed — the cost to serve that demand

has.

— Amy Hood, CFO, Microsoft Q3 FY2026 Earnings Call

Forecast Benefits and CAPEX Return Thesis

Microsoft's management offered several explicit frameworks for the CAPEX return thesis during the Q3 call. Azure
growth is accelerating rather than decelerating as Al capacity comes online, directly contradicting concerns about CAPEX
outpacing demand. The Azure growth rate of 40% YoY represents acceleration from the 31% reported in Q3 FY2025 — a
900 basis point improvement despite the much larger revenue base. Management noted that Al services are the primary
driver of this reacceleration, with Copilot products contributing meaningfully to the Microsoft 365 average revenue per

user expansion.

Q4 FY2026 guidance of $86.7-$87.8 billion revenue implies continued double-digit sequential growth. Management
specifically highlighted that Azure capacity constraints — not demand shortfalls — have been the primary limiting factor
on Azure growth in recent quarters. The $190 billion CAPEX program is explicitly designed to eliminate that constraint.
As capacity comes online, the incremental CAPEX converts directly to incremental Azure revenue at high incremental

margins, given that the fixed cost base is already established.

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 6
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Microsoft Q3 FY2026 — Revenue Streams vs. Contracted Backlog

USD billions. Scale: $700B. The RPO bar illustrates why CAPEX is demand-driven — Microsoft has contracted more revenue than it can yet deliver.
$0 $100B $200B $300B $4008B $500B $600B $700B

$82.9B +18% Yoy
Total Revenue (Q3 FY2026)

$54B +29% Yoy
Azure + Microsoft Cloud Revenue

$30.6B +21% Yo
Intelligent Cloud Segment

2026 CAPEX — Full Year 2026 +$35B above Street consensus of $154.68

$627B

+99% YoY — ~1.9x annual revenue

Commercial RPO / Backlog

Note: CAPEX reflects full-year 2026 guidance of ~$190B. RPO (Remaining Performance Obligation) = contracted revenue not yet recognized.
Source: Microsoft Q3 FY2026 Earnings Call, April 29, 2026.

METRIC Q4 FY2026 GUIDANCE FY2026 FULL YEAR ESTIMATE

Total Revenue $86.7-$87.8B ~$330B

Azure Growth +42-43% YoY guided Accelerating from +40% Q3

Microsoft Cloud Continued acceleration ~$210B annual run rate

Intelligent Cloud $31.9-$32.3B ~$123B annual

RPO / Backlog — $627B record — ~1.9% annual revenue

2026 CAPEX — ~$190B full year (+$35B above Street consensus)
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SECTION 02 - AMAZON (AMZN)

Amazon: The S200 Billion Program and AWS's
Four-Year Best Quarter

Amazon's Q1 2026 results confirmed two things simultaneously: AWS is growing faster
than at any point in approximately four years, and the $S200 billion capital program for
2026 is not speculative — it is backed by contracted customer commitments and a custom

silicon strategy that management believes will structurally reduce CAPEX intensity at

scale.
AWS REVENUE AWS OP. INCOME 2026 CAPEX PLAN CUSTOM CHIP REV.
$37.6B $23.9B $200B $20B+
+28% YoY — 4-yr best Record quarterly Largest in tech history Annual run-rate, 3x YoY

Q12026 Financial Performance

Amazon reported Q1 2026 net sales of $181.5 billion, exceeding the $177.2 billion consensus estimate. Earnings per share
of $2.78 dramatically exceeded the $1.62 consensus — a 72% beat driven primarily by AWS operating leverage. AWS
revenue of $37.6 billion grew 28% year-over-year, representing AWS's strongest quarterly growth rate in approximately
four years and a sequential acceleration from the 24% growth posted in Q4 2025. AWS operating income reached a record

$23.9 billion, with operating margins expanding to approximately 63%.

The AWS Demand and Backlog Signal

CEO Andy Jassy provided the most direct demand confirmation of any hyperscaler management team on the April 29
cycle. Jassy disclosed that AWS's contracted customer commitments — the forward revenue already signed but not yet
recognized — are at record levels and growing. The most visible proof point: OpenAl's agreement to spend over $100
billion on AWS infrastructure, representing one of the largest single enterprise cloud contracts ever executed. This
commitment alone provides revenue visibility for AWS that spans multiple years and directly justifies a portion of the
$200 billion CAPEX program.

Jassy also emphasized that AWS is capacity-constrained, not demand-constrained. Al workloads are queuing to run on
AWS infrastructure that does not yet exist — customers are reserving future capacity in advance rather than consuming
what is available today. This queue of pre-committed demand is the forward-looking metric that most directly supports the
capital deployment thesis. Amazon added 3.9 gigawatts of new power capacity in 2025 and expects to double total power

capacity by the end of 2027, explicitly in response to this demand queue.

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 8
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"The simple fact is that we have more demand than we currently have capacity to serve. We are
building as fast as we responsibly can. The S200 billion is not aspirational — it is the minimum
required to serve the customers who have already committed to us."

— Andy Jassy, CEO, Amazon QI 2026 Earnings Call

Custom Silicon Strategy: The $20 Billion Run-Rate Proof Point

Amazon's custom chip revenue run-rate — encompassing Graviton (server CPU), Trainium (Al training), and Nitro
(hypervisor/networking) — surpassed $20 billion annually in Q1 2026, growing at triple-digit percentages year-over-year.
Trainium3 is already nearly fully subscribed at launch. Trainium4, approximately 18 months out, already has partial

reservations from customers who have not yet seen the product specification.

AWS CEO confirmed that at scale, Trainium is expected to save tens of billions in annual CAPEX and provide several
hundred basis points of operating margin advantage versus merchant GPU procurement. This is the explicit financial
return framework for the custom silicon investment: a 30—40% better price-performance ratio versus comparable GPUs
translates, across the scale of AWS's Al infrastructure buildout, into durable structural cost advantages that compound as
AT workload volume grows. The $20 billion custom chip run-rate is itself a major business within Amazon's portfolio —

and it is growing faster than any other segment.

Forecast Benefits and CAPEX Return Framework

Amazon's CAPEX return thesis rests on three pillars management articulated explicitly: First, capacity expansion directly
converts to revenue given the queue of pre-committed demand — there is no demand risk, only supply execution risk.
Second, the Trainium/Graviton custom silicon stack progressively reduces cost-per-compute-unit as adoption scales,
expanding margins structurally rather than cyclically. Third, the power infrastructure investments — 3.9 GW added in
2025, doubling by 2027 — create a durable competitive moat as power constraints become the primary bottleneck for Al
infrastructure deployment globally. Competitors who have not locked in power capacity today cannot easily acquire it

tomorrow.

INVESTMENT THESIS

METRIC 12026 ACTUAL MANAGEMENT FORWARD SIGNAL
e IMPLICATION
Acceleration guided; capacity is limiting, Revenue growth floor tied to
AWS Revenue $37.6B (+28%) ) .
not demand capacity deployment timeline
. . . . L Structural margin expansion as
AWS Operating Margin ~63% Expanding with Trainium scale . .
custom silicon adoption grows
. . Demand-pull, not supply-push —
2026 CAPEX $200B confirmed Pre-committed to contracted customers . .
de-risks overbuild concern
Custom Chip Rev. L ) Internal cost reduction + external
$20B+ annually Trainium3 subscribed; T4 pre-reserved
Run-Rate revenue stream
3.9 GW added in Competitive moat — power scarce

Power Capacity 2x by end of 2027

2025 globally

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 9
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SECTION 03 - ALPHABET (GOOGL)

Alphabet: The $460 Billion Cloud Backlog and
the 63% Cloud Growth Quarter

Alphabet's Q1 2026 results were, by many measures, the most impressive of the April 29
cycle. Google Cloud posted 63% revenue growth — the first quarter in which enterprise Al
solutions became Cloud's primary driver — while the company's cloud backlog nearly
doubled in a single quarter to exceed S460 billion. Net income grew 81% year-over-year.
And management guided 2027 CAPEX even higher, suggesting the build program is
front-loaded but has not yet reached its peak.

TOTAL REVENUE CLOUD REVENUE CLOUD BACKLOG NET INCOME
$109.9B $20.03B $460B+ $62.57B
+22% YoY; beat $107.2B est. +63% YoY — Al primary driver Nearly doubled in 1 quarter +81% YoY

Q12026 Financial Performance

Alphabet delivered Q1 2026 revenues of $109.9 billion, exceeding the $107.2 billion consensus estimate and representing
22% year-over-year growth. Net income reached $62.57 billion, growing 81% year-over-year — aided in part by a $37.7
billion net gain, but reflecting genuinely exceptional underlying profitability. Google Search revenue grew 10% YoY to
$50.7 billion, demonstrating that AI integration is enhancing rather than disrupting the core advertising franchise.
YouTube advertising grew 10% YoY to $8.93 billion.

Google Cloud: The $460 Billion Backlog — A Structural Demand Signal

Google Cloud generated $20.03 billion in Q1 2026 revenue, growing 63% year-over-year — the fastest growth rate
Google Cloud has ever reported as a $20 billion-scale business. This is the first quarter in which enterprise Al solutions
became Cloud's primary growth driver, displacing the prior pattern of general infrastructure migration. Gemini Enterprise

paid monthly active users grew 40% quarter-over-quarter.

The backlog figure demands particular attention. Google Cloud's contracted but unrecognized revenue nearly doubled in a
single quarter — from approximately $240 billion at Q4 2025 to exceeding $460 billion at Q1 2026. A backlog doubling
in 90 days is a demand signal of extraordinary magnitude. It means enterprise customers are signing multi-year Google
Cloud commitments at an accelerating rate, driven by Gemini Al deployment, Google Distributed Cloud, and Al-native
application development on GCP. This $460 billion backlog — representing approximately 5.7x Google Cloud's current
annual revenue — is the demand justification for the $180-$190 billion 2026 CAPEX program and the explicitly guided
"significant increase" in 2027 CAPEX.

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 10
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"Google Cloud revenue grew 63% this quarter, driven by Al solutions becoming the primary growth
engine for the first time. Our backlog — the committed, contracted revenue that customers have
signed but we have not yet recognized — nearly doubled sequentially, reflecting an acceleration of
enterprise Al adoption that is without precedent in Cloud's history. We are building to serve this
demand."

— Sundar Pichai, CEO, Alphabet Q1 2026 Earnings Call

Gemini Infrastructure: 16 Billion Tokens Per Minute

Gemini models processed over 16 billion tokens per minute in Q1 2026 — a figure that directly quantifies the raw
compute intensity justifying Alphabet's infrastructure investment. Each token requires GPU/TPU cycles; 16 billion per
minute is an extraordinary inference workload that translates into millions of GPU-hours per day. Gemini Enterprise paid
MAU grew 40% quarter-over-quarter, indicating this token volume is driven by paying enterprise customers embedding

Gemini into production workflows — not free-tier usage.

The Custom Silicon Strategy: TPU Ironwood and the Marvell Expansion

Google's TPU v7 Ironwood is in mass production of millions of units in 2026, with each 9,216-chip superpod operating at
approximately 10 megawatts. This custom silicon program serves the same dual purpose as Amazon's Trainium: cost
reduction at scale while creating a differentiated cloud offering (TPU-based workloads) that no competitor can replicate.
Broadcom remains Google's primary TPU design partner through 2031, with Marvell in active discussions to add

inference-optimized TPU variants and a memory processing unit as a third design partner.

Forecast Benefits and 2027 CAPEX Signal

CFO Anat Ashkenazi provided the most forward-looking CAPEX signal of the cycle: 2027 CAPEX will represent a
"significant increase" from 2026's $180-$190 billion. Combined with a $460 billion backlog that nearly doubled in a
single quarter, this signal indicates that Alphabet's management does not believe the AI infrastructure investment cycle
has peaked — or is close to peaking. The backlog growth rate implies that if Google Cloud can deploy capacity to serve

contracted demand, revenue growth at 50%+ rates is sustainable through at least 2027.

METRIC Q12026 ACTUAL MANAGEMENT SIGNAL INVESTMENT THESIS IMPLICATION
Al now primary growth driver; Revenue inflection point — Al

Google Cloud Revenue $20.03B (+63%) . . . . . . . .
enterprise adoption accelerating displacing migration as driver

5.7x annual rev. — demand visibility

Cloud Backlog $460B+ (2x in 1 qtr) Binding contractual commitments

extends 2-3 years
- . . Quantifies raw compute demand

Gemini Token Volume 16B tokens/min +40% QoQ paid MAU . . .

intensity; scales with CAPEX
. N . Capex cycle has not peaked; 2027

2026 CAPEX Guidance $180-$190B "Significant increase" for 2027 .

likely to exceed 2026
Mass production — Broadcom 2031; Marvell in Custom silicon TCO advantage widens

TPU Ironwood . . . . )
millions of units discussions with scale
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SECTION 04 - META PLATFORMS (META)

Meta: Component Inflation, MTIA Scale, and
the AI-Driven Monetization Thesis

Meta's Q1 2026 call stood out for the directness of its CAPEX justification. CEO Mark
Zuckerberg did mot merely announce higher spending — he articulated a specific
monetization thesis for Al infrastructure: Al models are directly driving advertising
revenue per user higher, content recommendation is improving measurably, and the cost
of serving Al workloads at Meta's scale declines as custom silicon (MTIA) scales. The

S125-S145 billion CAPEX program is, in Zuckerberg's framework, an advertising revenue

investment.
REVENUE EPS 2026 CAPEX GUIDE MTIA DEPLOYMENT
$56.3B $10.44 $125-$145B 1+ GW scale
+16% YoY; beat $55.5B est. Beat $8.15 consensus (+28%) Raised from $115-$135B Multi-GW roadmap ahead

Q12026 Financial Performance

Meta reported Q1 2026 revenues of $56.3 billion, exceeding the $55.5 billion consensus estimate and representing 16%
year-over-year growth. Earnings per share of $10.44 dramatically exceeded the $8.15 consensus estimate — a 28% beat
driven by Al-powered advertising efficiency improvements and operating leverage. Daily active people across Meta's
family of apps reached 3.44 billion, growing 6% YoY. Average revenue per user in the United States and Canada reached

$68.53, up 11% YoY — the clearest metric of Al's direct impact on Meta's core business.

The Al-Advertising Monetization Thesis: Why CAPEX = Revenue

Meta's CAPEX justification is structurally different from the other three hyperscalers. Microsoft, Amazon, and Google are
building infrastructure to sell to third-party enterprise customers — their CAPEX return is mediated by cloud customer
adoption. Meta is building infrastructure entirely for internal use: to run Al models that directly improve ad targeting,
content recommendation, and user engagement. Every improvement in these models translates directly and immediately

into higher advertising revenue per user.

Zuckerberg disclosed that Al-powered content recommendations have increased time spent on Facebook by 7% and on
Instagram by 6% since the models were improved in H2 2025. Al ad delivery improvements have increased advertiser
ROI measurably, enabling Meta to raise pricing power without losing volume. The causal chain from CAPEX to revenue
is shorter and more legible at Meta than at any other hyperscaler: more compute — better models — higher engagement

— higher ad prices — higher revenue.

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 12
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"Every dollar we invest in Al infrastructure is a dollar invested in improving our ability to serve
relevant content and ads to 3.4 billion people. The returns on this investment are not speculative —
we can measure them in real-time in our advertising metrics. The question is not whether to invest
more; it is whether we can deploy infrastructure fast enough to capture the opportunity.”

— Mark Zuckerberg, CEO, Meta Platforms QI 2026 Earnings Call

CAPEX Guidance Raise: Component Inflation + Demand Expansion
Meta raised its 2026 CAPEX guidance to $125-$145 billion from the prior $115-$135 billion range. The $10 billion

midpoint increase was attributed to two factors: elevated component pricing — primarily memory and high-bandwidth
interconnect — and additional data center capacity to accommodate demand beyond prior forecasts. Zuckerberg explicitly
framed the memory cost component as a "temporary inflation" while characterizing the demand-driven expansion as
structural. CFO Susan Li confirmed that the cost inflation impact represents approximately $6-8 billion of the midpoint

raise, with the remaining $2—4 billion reflecting genuine capacity additions.

MTIA Custom Silicon: The Gigawatt Deployment

Meta's MTIA program has reached gigawatt-scale deployment — the largest custom Al silicon program by power scale
outside of Google's TPU. Four new MTIA generations were deployed in two years, a development velocity that reflects
Meta's commitment to reducing dependence on merchant GPUs for inference workloads. The partnership with Broadcom
— extended through 2029, covering the industry's first 2nm AI compute accelerator — provides the design stability and
process node access needed to execute the multi-gigawatt roadmap ahead. Meta plans to deploy "hundreds of thousands of

Al processors" under this partnership structure in 2026 and 2027.

METRIC Q12026 ACTUAL MANAGEMENT SIGNAL INVESTMENT THESIS IMPLICATION
Al ad efficiency improving; pricin CAPEX-to-revenue feedback loo

Total Revenue $56.3B (+16%) y . el - . . .
power expanding measurable in real-time

CAPEX investment yielding operating

EPS $10.44 (beat by 28%)  Operating leverage from Al efficiency . .
margin expansion

Al content rec. driving +7% Direct monetization signal for Al
ARPU (US/Canada) $68.53 (+11% YoY) _ )

time-on-Facebook infrastructure spend

6—8B cost inflation; $2—-4B demand Both cost-pass-through (memory) and

2026 CAPEX Guide $125-$1458 $6-8B ¥ S ugh ( )

expansion genuine demand driver

Multi-GW roadmap; Broadcom pship Inference cost reduction at scale —
MTIA Deployment 1+ GW . )

thru 2029 structural margin benefit

FOR INFORMATIONAL PURPOSES ONLY. NOT INVESTMENT ADVICE. SEE FULL DISCLAIMER. PAGE 13



INTERMARKET UNIVERSE HYPERSCALER CAPEX 2026
IU DIGEST - MAY 2026 DEEP-DIVE RESEARCH REPORT

SECTION 05 - COMBINED HYPERSCALER SUMMARY

Aggregate CAPEX Overview and Backlog
Comparison

Taken together, the four hyperscaler disclosures paint a coherent picture: Al infrastructure spending is demand-pulled and
contract-backed, not speculative. The combined $695-$725 billion 2026 CAPEX program is justified by $1 trillion+ in
aggregate contracted customer commitments (RPOs, cloud backlogs, and multi-year agreements), a pattern of revenue
growth reacceleration tied directly to Al capacity deployment, and explicit management frameworks connecting

infrastructure investment to measurable business outcomes.

2026 Q CAPEX
COMPANY CAPEX (Y13
GUIDANCE RECENT)

LD el MGMT. BENEFIT THESIS

(CONTRACTED REVENUE) | REV GROWTH

Azure +40% Backlog covers ~1.9x annual rev;

Microsoft $31.9B (Q3 $627B RPO (+99% YoY) — . . .
~$190B YoY (accel. capacity eliminates growth constraint;
(MSFT) FY26) record backlog . .
from 31%) Al = Copilot ARPU expansion
OpenAl: $100B+ AWS +28% Demand exceeds capacity; custom
Amazon $43.2B (Q1 p_ . ° . SEE
(AMZN) $200B 2026) commitment; queue of YoY (4-yr best  silicon saves $10B+/yr at scale;
pre-committed demand quarter) power moat; Trainium4 pre-reserved

Backlog nearly doubled in 90 days;
$460B Cloud backlog (~2x Google Cloud

Alphabet $35.7B (Q1 . 2027 CAPEX to increase
$180-$190B in 1 quarter; 5.7x annual +63% (Al o
(GOOGL) 2026) . . "significantly"; TPU reduces GPU
Cloud rev) primary driver)
dependence
Al-ad feedback loop directly
Internal demand: 3.44B Rev +16%; .
Meta $19.8B (Q1 . . measurable; +7% time on Facebook;
$125-$145B daily active people; EPS +28% vs. .
(META) 2026) MTIA at 1GW+ reduces inference
measurable Al-ad ROI consensus
cost
. Demand-pull supercycle: every
$1T+ aggregate Allaccelerating; .
~$130.7B (1 ) hyperscaler reports capacity as the
COMBINED  $695-$725B contracted demand capacity-constr . .
quarter) ) . . binding constraint, not customer
backing the build ained

demand

€ The Defining Signal: Every Hyperscaler Is Capacity-Constrained, Not Demand-Constrained

The single most important analytical conclusion from the April 29 cycle is the uniformity of the capacity constraint framing.
Microsoft, Amazon, and Google all disclosed — in management commentary or financial results — that Al infrastructure
capacity, not customer demand, is the limiting factor on revenue growth. Meta disclosed that Al monetization improves in
real-time as compute capacity is added. When all four of the world's largest cloud operators simultaneously report that they
cannot build fast enough to serve contracted demand, the risk of speculative overbuild is, by definition, low. The CAPEX
acceleration is being pulled by signed contracts and measured monetization, not pushed by optimistic forecasts.
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SECTION 06

GPU Compute: NVIDIA's S1 Trillion Order
Book and the AMD Challenge

With approximately $520 billion of the combined $695-$725 billion guidance allocated to Al infrastructure, and NVIDIA
capturing roughly 90% of AI accelerator spend, the financial flows into NVIDIA are extraordinary by any historical
standard. Jensen Huang announcement at GTC 2026 of $1 trillion in combined Blackwell and Vera Rubin orders through
2027 represents roughly eight years of recent annual revenue compressed into a two-year pipeline. An estimated 5.2
million Blackwell GPUs shipped to hyperscale data centers throughout 2025; the transition to Vera Rubin begins H2
2026. NVIDIA dominance is not merely a function of product performance; it is structural. The CUDA software
ecosystem, representing over a decade of developer investment and more than 4 million trained CUDA developers

globally, creates a switching cost that no hardware competitor has yet meaningfully breached.

NVDA Al ACCEL. SHARE ORDER BACKLOG BLACKWELL SHIPPED 2025 AMD DC GPU 2026E
o [ [ [
~90% $1 Trillion 5.2M Units $15B
Of $520B Al infrastructure Blackwell + Vera Rubin thru To hyperscale data centers  +114% YoY; world's first 2nm Al
spend 2027 GPU

NVIDIA (NVDA) — Blackwell Shipping, Rubin Arriving
= Blackwell B300: Currently accounts for two-thirds of Blackwell sales; B200 and B300 mass-shipping to all four

hyperscalers as primary training and inference accelerators.

= Vera Rubin (H2 2026): Targets up to 10x reduction in inference token cost versus GB200 NVL72; requires HBM4
with 288 GB capacity per GPU; 5.7 million units targeted in FY2027.

= Grace CPU Standalone: Meta became the first company to deploy Grace CPU in production without a paired GPU,
targeting sub-$0.30 per million tokens (tokens are the word-fragments AT models process; fewer dollars per million =
lower inference cost) for agentic inference vs. $0.80-$1.20 GPU-only — NVIDIA's architecture now penetrating

inference cost optimization at scale.

= Vertiv partnership: Co-developing liquid cooling solutions specifically for the Rubin architecture — cooling is now

part of NVIDIA's system-level value proposition.
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AMD (AMD) — 2nm Challenger Building Credible Hyperscaler Footprint

AMD's data center segment now constitutes over 60% of total company revenue, reflecting a fundamental shift in
company character from a consumer semiconductor vendor to an enterprise Al infrastructure supplier. The MI400 and
MI455X, the world first 2nm AI GPU, feature 432 GB of HBM4 with 19.6 TB/s of memory bandwidth. Visible Alpha
consensus forecasts the MI400 series generating approximately $7.2 billion in revenue in 2026, representing roughly 25%
of AMD's data center GPU sales, with total data center GPU revenue forecast to surge 114% YoY to $15 billion.
Microsoft Azure runs AMD MI300X in production for Copilot workloads today. AMD's "Venice' EPYC server CPU,
expected in H2 2026, targets +40% YoY data center server revenue to $12.8 billion, complementing the GPU buildout

with a dominant server CPU position.

The competitive dynamic between NVIDIA and AMD is best characterized as a dominant incumbent versus a credible
and growing challenger, rather than a displacement narrative. AMD is gaining hyperscaler share incrementally: Azure
runs MI300X for Copilot, and the Helios AI rack system integrates MI400 alongside AMD EPYC. The ROCm software
ecosystem has improved meaningfully through 2025 and 2026, closing the CUDA gap on key workloads including
large-language model inference. Intel Gaudi 3 and Falcon Shores remain niche, having missed a $500 million 2024
revenue target, and do not represent a credible near-term threat to either NVIDIA or AMD in the hyperscaler Al

accelerator market.
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Al Accelerator Market — Competitive Landscape, April 2026

— L)
Mar %Fs IbErlg%-srt%alt\gclf\ ﬁgr%less%[%EeEd re\ggnzueesEg;{clI"g#aTl;sg é’o%gehr%!?f'é&%ﬁii@' F‘J%ﬁ'g’g zre IU analyst assessments.

NVIDIA ~90%

CAPABILITY SCORECARD AMD ~8%el ~1%

CURRENT PLATFORM NEXT GENERATION KEY MEMORY SPEC REVENUE EST. 2026

Blackwell B200/B300  Vera Rubin (H2 2026) HBM4: 288 GB/GPU  ~90% share [ $1T backlog

NVIDIA
shipping to all 4 hyperscalers 10x inference cost reduction ~9.6 TB/s bandwidth 5.2M Blackwell units 2025

MI350 (CDNA 4) MI400/MI455X — World's 1st 2nmHBM4: 432 GB/GPU $15B DC GPU 2026E
Azure Copilot; Helios Al rack +114% YoY DC GPU revenue 19.6 TB/s bandwidth Visible Alpha consensus
Gaudi 3 (OEM only) Falcon Shores (TBD) HBM2e [ GDDR6 Minimal share
Intel
missed $500M 2024 target no hyperscaler deployment sub-gen. vs. HBM4 peers IU: negligible near-term
TIER 2

Market share: U estimate based on Visible Alpha consensus + disclosed revenues. Sources: NVIDIA GTC 2026; AMD QI 2026 earnings; Visible Alpha, April 2
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SECTION 07

Custom Silicon, TSMC, and the ASIC
Ecosystem

INVESTOR GLOSSARY
CoWos: Chip-on-Wafer-on-Substrate — an advanced packaging method that stacks HBM memory directly on the GPU/ASIC die, dramatically
increasing memory bandwidth.

ASIC: Application-Specific Integrated Circuit — a chip designed for one task (e.g., Al training) rather than general computing, offering superior
performance-per-watt.

TCO: Total Cost of Ownership — the full lifecycle cost including purchase, power, cooling, and maintenance. Hyperscalers build custom chips
to reduce TCO vs. merchant GPUs.

The shift from merchant silicon to custom ASICs is the most structurally important secular trend in Al compute. All four
hyperscalers are scaling custom silicon with total cost of ownership (TCO) reduction mandates. This trend does not
displace NVIDIA near-term — it primarily benefits the design partners: Broadcom (AVGO) dominates with Google
(2031) and Meta (2029) contracts, while Marvell (MRVL) is entering active discussions for Google inference TPU design.
TSMC fabricates virtually all leading-edge Al silicon and is aggressively scaling CoWoS advanced packaging to 130,000
wafers/month by late 2026, nearly quadrupled from 2024. NVIDIA has reserved ~60% of total CoWoS allocation; over
85% of capacity is pre-allocated.

. S T T TCO (Total Cost of Ownership) Claim & Financial

Impact

Trainium3 shipping; nearly full ) .
RS v 30-40% better price-perf vs. GPUs; $20B+ chip rev

Amazon Graviton + Trainium3 subscribed; T4 pre-reserved ~18
run-rate; saves $10B+/yr at scale
months out
Mass production — millions of 10x peak perf vs. TPU v5p; Broadcom 2031; Marvell in
Google TPU v7 Ironwood ) ) . ) )
units; 9,216-chip superpods discussions for inference TPU

1GW+ deployed; multi-GW
Meta MTIA (4 gens in 2 yrs) roadmap; Broadcom partnership
through 2029

2nm process; "hundreds of thousands of Al processors"
under Broadcom deal in 2026-27

Custom Al training workloads; complements AMD

Microsoft Maia (Azure Al) In Azure production S
MI300X for Copilot inference
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SECTION 08

Memory: The Primary Cost Driver and the
Largest Revenue Tailwind

Memory pricing is the single most consequential input cost variable in 2026 CAPEX
guidance — and simultaneously the largest structural revenue tailwind for the companies
supplying it. The $80-100 billion of above-consensus CAPEX revision is largely
attributable to HBM, DDRS5, and NAND price inflation. Every dollar of extra cost to

hyperscalers is a dollar of extra revenue to SK Hynix, Samsung, and Micron.

INVESTOR GLOSSARY
HBM: High-Bandwidth Memory — a premium memory type stacked directly on the GPU chip. Faster and more power-efficient than standard
DRAM,; essential for Al training. All 2026 supply is sold out.

DRAM: Dynamic Random-Access Memory — the standard working memory in servers. DDRS is the current generation. Prices are up 158%
YoY, directly inflating hyperscaler CAPEX budgets.

NAND: Flash storage memory used in SSDs. Enterprise NAND is surging in demand for AT inference storage tiers. Contract prices up 30-50%;
Samsung and SK Hynix margins at 40-50% in 1H 2026.

DRAM PRICE (2026) HBM MARKET 2025 NAND MARGINS HBM SUPPLY STATUS

$9.71/GB $35B 40-50% Sold Out

vs. $3.76/GB in 2025 (+158%) $100B by 2028 (forecast) 1H 2026 (Samsung, SK Hynix) All 2026 production
committed

High-Bandwidth Memory (HBM) — Sold Out Through 2026

All 2026 HBM production is sold out with hyperscalers locked into multi-year contracts. The HBM market grows from
~$35B in 2025 to $100B by 2028 — two years ahead of prior projections. SK Hynix holds >60% market share with a 6-9
month first-mover advantage per generation; Micron is ramping HBM3E + HBM4 simultaneously, with HBM4 shipping
Q2 2026 and ~30% lower power advantage on HBM3E. HBM4's 2048-bit interface requires TSMC's advanced CoWoS-L
and SolC lines, further tightening the supply chain.

DRAM [ NAND — 158% Price Surge and Record Margins

DRAM prices rise 50-55% in Q1 2026 vs. Q4 2025. The global DRAM market is projected to reach $400B by 2028.
NAND contract prices have surged 30-50%; Samsung and SK Hynix project record NAND margins of 40-50% in 1H
2026. SanDisk (SNDK) as a higher-beta NAND play: Morgan Stanley base case sees revenue rise from $7.4B (2025) to
$10.6B (2026) and $13.2B (2027), with non-GAAP EPS from $2.74 to $14.86 — a 443% earnings growth trajectory

driven by the AT infrastructure memory supercycle repricing.
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COMPANY HBM POSITION 2026 ROADMAP COMPETITIVE MOAT
SK Hynix >60% HBM share; HBMS3E (mainstream) + HBM4 6—9 month first-mover per gen; 1¢c DRAM 8x ramp in
y dominant Tier 1 dual ramp via M15X 2026; all 2026 sold out
Samsun #2 HBM; HBM4 mass HBM4 hybrid copper bonding; Scale and breadth; DDRS5 price increases; HBM4 final
g prod. in 2026 GDDR7, DDR5 samples complete
HBM3E + HBM4 ~30% lower power on HBM3E; 1-gamma node; AMD

Micron (MU) #3 HBM; rapidly scaling .
simultaneously; HBM4 Q2 2026 ~ MI400 HBM4 supply target
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SECTION 09

Storage: HDD Structural Sellout and the SSD
Tier Battle

The Al infrastructure buildout has triggered a complete structural transformation of the
storage industry. Hard disk drives long written off as a declining consumer technology
have re-emerged as mission-critical Al infrastructure. Western Digital and Seagate have
sold every unit of 2026 HDD production before the year began. The enterprise SSD tier is
simultaneously under structural supply pressure. Both segments are in shortage
simultaneously, for entirely different reasons, serving entirely different workloads and
both benefit from the same S700 billion Al CAPEX cycle.

WDC REVENUE MIX WDC STOCK YTD 2026 STX Q2 2026 REVENUE 24TB DRIVE PRICE
o, o, o,
89% +63.4% +22% YoY ~$500
Cloud/hyperscale vs. 5% Structural re-rating — not Highest FCF in 8 years +46% since Sep 2025
consumer cyclical

Hard Disk Drives: A Business Model Transformation

The framing of HDD as a declining technology missed the structural shift underway since 2024. AI data centers require
exabyte-scale cold storage for training datasets, inference logs, model checkpoints, and retrieval-augmented generation
(RAG) corpora. At current enterprise SSD pricing of approximately $0.08 to $0.12 per gigabyte versus HDD at $0.015 to
$0.02 per gigabyte, HDDs retain a 5 to 8x cost-per-terabyte advantage for workloads that do not require sub-millisecond
latency. Al training data is precisely such a workload. Hyperscalers have recognized this and now treat HDD allocation as

a strategic procurement priority equivalent to GPU reservation.

Western Digital (WDC) — 100% of 2026 Production Committed

Western Digital sold its entire 2026 hard drive production capacity under firm purchase orders before the year opened,
with long-term agreements extending through 2028. Some 2027 and 2028 capacity is already under LTA negotiation.
Cloud and hyperscale revenue now constitutes 89% of total WDC revenue against just 5% for consumer, marking a
complete reorientation of the business. Hyperscale customers purchase higher-capacity, higher-ASP drives in volume with

predictable configurations, reducing SKU complexity and improving manufacturing efficiency simultaneously.

Western Digital's Heat-Assisted Magnetic Recording (HAMR) technology underpins the transition to 28TB, 32TB, and
eventually 40TB+ per-platter capacities, critical for meeting hyperscaler demand for ever-greater storage density per rack
unit. Management has indicated that capacity expansion is the primary capital priority for 2026 and 2027, given the

demand visibility provided by signed LTAs. WDC stock is up 63.4% year-to-date in 2026, reflecting the market
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recognition that this is a structural re-rating of the business, not a cyclical upturn driven by consumer demand recovery.

Seagate (STX) — Record Free Cash Flow, 12-Month Lead Times

Seagate Q2 2026 revenue surged 22% year-over-year, generating the company highest free cash flow in eight years.
Minimum lead times for enterprise drives have reached twelve months across most capacity tiers, and average selling
prices for leading models such as the 24TB IronWolf Pro have risen approximately 46% since September 2025, reaching
approximately $500 per unit from the $340 range of 18 months prior. Seagate Mozaic HAMR platform, targeting 30TB+
drives in 2026, is the primary technology lever for sustained revenue growth as hyperscalers increasingly demand

maximum capacity-per-drive.

Seagate management has been explicit that the Al data center market has structurally replaced consumer and PC OEM as
the demand anchor for the business. Al companies purchased the entire 2026 hard drive production in an unprecedented
committed-demand environment, with customers securing capacity rather than ordering to consumption. This behavior
was previously associated only with semiconductor procurement during acute shortages and signals a fundamental change

in how storage buyers approach procurement planning.

HDD Competitive Positioning — 2026

COMPANY TECHNOLOGY CAPACITY ROADMAP 2026 DEMAND KEY FINANCIAL METRICS

PLATFORM STATUS

89% cloud revenue; +63.4%
stock YTD; 2027-28 LTAs
already under negotiation

Western Digital HAMR-based ePMR; 28TB current; 32TB H2 100% sold out 2026;
(WDC) OptiNAND architecture 2026; 40TB+ 2027-2028 LTAs through 2028

100% sold out 2026; Q2 rev +22% YoY; FCF 8-yr
12-month min. lead high; 24TB drives ~$500
times (+46% vs Sep 2025)

Mozaic HAMR platform; 24TB current; 28-30TB H2

Seagate (STX
9 ( ) Multi-actuator drives 2026; 32TB+ on roadmap

Enterprise SSD: The High-Performance Inference Tier

Enterprise SSDs serve the hot-storage tier of Al inference infrastructure: the sub-millisecond-latency layer that feeds
active model weights, KV caches, and high-frequency retrieval workloads. As inference deployments scale across
hyperscaler fleets, demand for NVMe enterprise SSDs is growing at rates that strain NAND supply even as NAND prices
surge. The convergence of rising NAND prices and surging enterprise SSD demand creates a dual tailwind for NAND
producers: volume growth and pricing power simultaneously. The storage stack is bifurcating permanently: NVMe SSDs
for hot-path retrieval, high-density HDDs for cold training data. SSD and HDD demand are not competitive in this

architecture they are complementary, requiring growth in both segments to serve more Al capacity.
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COMPANY ENTERPRISE SSD

POSITIONING

Dominant enterprise SSD;
Samsung PM9A3, PM9C1 series; NAND
+ DRAM breadth

Enterprise SSD + NAND;

SK Hynix S
Solidigm joint-venture products
232-layer NAND; 9400 NVMe
Micron (MU) enterprise SSD; HBM3E +

HBM4

Pure-play NAND; enterprise

Disk (SNDK
SanDisk (S ) SSD high-beta Al storage play

2026 NAND / SSD
REVENUE OUTLOOK

Record NAND margins
40-50% in 1H 2026

Record NAND margins
40-50% in 1H 2026

Revenue reacceleration;
HBM4 Q2 2026 shipping

Rev $7.4B (2025) to
$10.6B (2026E) to $13.2B
(2027E)
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KEY THESIS ANCHOR

Scale + technology breadth; DDR5 + enterprise
SSD dual exposure

NAND tightness + HBM dominance create dual
revenue super-cycle

Only US-based HBM producer; NAND + DRAM +
HBM full memory exposure

MS base case: EPS $2.74 to $14.86; 443%
earnings growth trajectory
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SECTION 10

Physical Infrastructure: Power, Cooling, and
the Hard Constraint

The most underappreciated bottleneck is physical infrastructure. Grid interconnection
queues, 18-36 month cooling equipment lead times, and power plant timelines that exceed
data center build timelines by 2x are the primary constraints on translating $700 billion of
CAPEX into deployed capacity. US data center capacity grows from 24 GW to 110 GW
between 2026 and 2030. The IEA estimates one-fifth of global data center investment is at
risk of delay from grid constraints. Companies with multi-year contracted backlogs in this

space — Vertiv, Eaton, Emerson, Schneider — face exceptional demand visibility with few

substitutes.
POWER DENSITY JUMP US ELEC. EQUIP. MARKET DC POWER CONSUMPTION LIQUID-COOLED TODAY
— — of o, o,
10-100x  $20B->$65B 4.4% ->12% <10%
Al rack vs. traditional By 2030 — data centers Share of US electricity Of data centers —
hyperscale driving growth 2023->2028E transitioning fast

The Power Density Problem: Physics Forces the Infrastructure Upgrade

AT compute racks operate at 10 to 100 times higher power density than traditional hyperscale infrastructure. A standard
2020-era hyperscale rack consumed 5 to 10 kilowatts. A single NVIDIA Blackwell NVL72 rack draws approximately 120
kilowatts. The forthcoming Vera Rubin architecture pushes individual rack power draws toward 200 kilowatts and
beyond. At this density, conventional hot-aisle/cold-aisle air cooling is physically incapable of removing heat fast enough
to prevent thermal throttling. The transition to liquid cooling is not a procurement preference it is a thermodynamic
necessity. Every data center deploying Blackwell or Rubin at scale must install liquid cooling infrastructure, regardless of
the operator's prior cooling strategy. This is a forced retrofit cycle across the entire installed hyperscaler base with no

optionality and no timeline flexibility.

Liquid Cooling: The Mandatory Infrastructure Transition

Less than 10% of data centers globally are liquid-cooled today. That figure is changing structurally, not gradually. Vertiv,
the leading thermal management vendor, reported a 252% order surge as rack densities across its customer base exceeded
100 kilowatts per rack for the first time. The company is co-developing next-generation cooling solutions directly with
NVIDIA for the Rubin architecture, indicating that cooling system design is now part of the GPU product launch cycle
itself. Schneider Electric, through its acquisition of Motivair, has assembled a chip-to-chiller cooling capability covering
every layer from direct liquid cooling of CPUs and GPUs through facility-level heat rejection. Modine Manufacturing is

targeting approximately 20 dedicated AI rack cooling production lines by fiscal 2028 and is guiding 50 to 70% annual
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data center segment growth for the next two fiscal years, driven entirely by liquid cooling demand.

Grid Constraints: The Multi-Year Bottleneck

The United States data center electrical equipment market is forecast to surge from $20 billion to $65 billion by 2030,
with data centers capturing up to 40% of total US electrical equipment market spend under accelerated scenarios. US data
center capacity must expand from approximately 24 gigawatts today to 110 gigawatts by 2030, a 4.6-fold increase in four
years. Grid interconnection queues in major US data center markets now run three to five years, meaning capacity
committed in 2026 may not connect to the grid until 2029 or 2030. Power plant construction timelines exceed data center
build timelines by a factor of two or more. The IEA estimates one-fifth of all global data center investment is currently at
risk of delay solely due to grid interconnection constraints. Data center power consumption is on a trajectory from 4.4% of
US electricity in 2023 to between 6.7% and 12% by 2028, depending on Al buildout pace. Eaton, Emerson, Schneider,
and ABB hold multi-year contracted backlogs in grid-side electrical equipment, switchgear, and power distribution
infrastructure with equipment lead times of 18 to 36 months that function as effective competitive moats against new

entrants entering the market.
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COMPANY

Vertiv (VRT)

Schneider Electric

Eaton (ETN)

Emerson Electric
(EMR)

Amphenol (APH)

Modine (MOD)

nVent Electric
(NVT)

ABB

TE Connectivity

Powell Industries
(POWL)

PRODUCTS & POSITIONING

Thermal mgmt, coolant distribution
units (CDUSs), liquid cooling, chillers;
NVIDIA Rubin co-dev

Integrated power + liquid-cooling;
acquired Motivair; chip-to-chiller
expertise

PDUs, switchgear, power
management, grid connection

Ovation power control platform;
on-site power generation automation

High-speed connectors, cabled
backplane, rack interconnects for
Blackwell

Liquid cooling, computer room air
conditioner/handler (CRAC/CRAH),
Al rack cooling; ~20 lines by FY2028

Thermal enclosures, rack cooling
adjacencies

Grid connection, switchgear, digital
substations

224G/lane data center connectors,
high-current rack infrastructure

Power distribution equipment
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KEY 2026 METRICS

$13.5B organic rev 2026E (+28%); 252%
order surge; racks exceeding 100kW

End-to-end Al factory deployments;
global manufacturing scale

Direct exposure to DC electrification; US
electrical mkt $20B - $65B by 2030

Ovation orders +74% Q1 2026; selected
to automate 1.7-GW Al data center

Prime supplier for NVIDIA Blackwell rack
systems; GTC 2026 showcase

50-70% annual DC segment growth
guided for next 2 fiscal years

High magnitude; direct liquid-cooling and
enclosure exposure

Data center electrification and grid
connection exposure

Formidable rival to Amphenol in
rack-mount connectors

Data center power distribution and grid
connection

IUTIER

T1

T1

T1

T1

T1

T2

T2

T2

T2

T2
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SECTIONT1

Data Center Networking: The 800G Era and
the S105 Billion TAM

INVESTOR GLOSSARY
800G Ethernet: 800 Gigabit-per-second network speed — the current standard for Al data center spine switching. Enables the all-to-all GPU
communication required for large training clusters.

East-West Traffic:Data flowing between servers inside a data center (GPU-to-GPU). Al training is dominated by east-west traffic, unlike traditional web
apps where traffic flows client-to-server.

MFU: Model FLOP Utilization — the percentage of a GPU peak computing power actually used during training. Low network bandwidth
causes straggler delays that reduce MFU below 90%.

Al training clusters require ultra-low-latency, high-bandwidth east-west GPU-to-GPU communication within training
jobs, a traffic pattern that traditional north-south client-server networking was not engineered to handle. At 4,096-GPU
scale, the all-to-all synchronization requirement demands bisection bandwidths achievable only with 400G or 800G spine
architectures. The resulting upgrade cycle is the largest sustained networking infrastructure investment in data center

history.

Arista Networks (ANET) — Hyperscaler Spine Layer Dominant

Arista has surpassed Cisco in 400G/800G hyperscaler market share with 27.5% quarterly revenue growth and a $10B+
2026 revenue trajectory, up from $7B in 2024. The company expanded its Al networking TAM estimate to $105 billion
from its prior $60 billion, reflecting not only port-speed migration revenue but also the Al-optimized network OS and
routing platforms that increasingly accompany hardware deployments. The 7800R4 chassis, with up to 576 ports of
800GDbE, is purpose-built for Al training spine layers. NVIDIA-verified Arista fabrics spanning DPUs and switches create
a technical moat smaller networking vendors cannot quickly replicate. Morgan Stanley explicitly names Arista as a top
excess-return candidate for 2026, anchored in the compounding dynamic that networking spend per cluster grows

quadratically as GPU cluster sizes scale.

Broadcom, Cisco, and Marvell — Completing the Fabric Stack

Broadcom occupies a uniquely dual position: its Tomahawk 5 and Jericho3 switch ASICs underpin the 400G and 800G
switching deployed at Meta and Google, while its custom ASIC design revenue flows from the same hyperscaler
relationships. As GPU cluster sizes expand, Broadcom networking revenue scales with the square of GPU count. Cisco is
aggressively pivoting to Al networking through Silicon One, Nexus 9000, and Hypershield, retaining deep enterprise
penetration and benefiting from the on-premises Al inference refresh cycle across its installed base. Marvell participates
through DCI silicon and custom networking ASIC capabilities; an active Google TPU and memory processing unit
discussion could add networking-layer revenue to its custom silicon position, establishing it as a Tier 1 beneficiary across
both compute and fabric simultaneously. Total global data center IT equipment spend from 2025 to 2030 is expected to

reach $4.7 trillion, with hyperscalers responsible for over 60% of that total.
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Port Speed Migration Roadmap

GENERATION

DEPLOYMENT

PEAK

PRIMARY USE CASE

KEY BENEFICIARIES

Legac 25G /

=Sy 100G
Current —

. 400G
Active
Dominant 2026 800G
Next

. 1.6T

Generation

2018-2022

2023-2025

2025-2028

2027-2029

Traditional web-scale north-south traffic

Early Al clusters; GPU-to-spine fabric

Full Al training fabric; Blackwell/Rubin
clusters

Ultra-large clusters; Rubin Ultra
superpods
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Cisco, legacy vendors

Arista (dominant), Broadcom
ASICs, Cisco

Arista 7800R4, Broadcom
Tomahawk 5

Arista, Broadcom next-gen ASIC
roadmap
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SECTION 12

Five Macro Themes for the 2026-2028
Investment Framework

1. Backlogs Confirm Demand-Pull; This Is Not Speculative Overbuild

The most important analytical conclusion from the April 29 cycle is the uniformity of capacity-constraint framing.
Microsoft's $627B RPO (2x annual revenue), Google's $460B cloud backlog (doubled in 90 days, 5.7x annual Cloud
revenue), and Amazon's explicit disclosure of pre-committed demand exceeding available capacity together describe a
demand-pull supercycle. When all four hyperscalers simultaneously report capacity as the binding constraint on revenue
growth, the risk of speculative overbuild is, by definition, structurally low. This is the critical framing for evaluating every

beneficiary position in the stack.

2. Memory Repricing Is a 2026-2028 Event — Not a Single-Year Spike

The $9.71/GB DRAM price is not a peak — it is a new floor established by multi-year supply agreements at structurally
higher prices. Microsoft's explicit $25B CAPEX attribution to memory costs, Meta's similar commentary, and the HBM
market trajectory from $35B to $100B by 2028 collectively confirm that this is a multi-year structural repricing. HBM4
requires more advanced packaging and more wafer starts per GB than prior generations, embedding cost inflation into the

product architecture itself. SK Hynix, Samsung, and Micron are primary beneficiaries of a repricing with duration.

3. Physical Infrastructure Is the Hardest Constraint to Solve

Equipment lead times of 18-36 months, grid interconnection queues of 3-5 years, and power plant construction timelines
that are 2x data center build timelines represent durable competitive moats for the incumbent suppliers. The IEA estimates
one-fifth of global data center investment is at risk of delay from grid constraints alone. US data center capacity must
expand from 24 GW to 110 GW by 2030, a 4.6x increase, requiring electrical equipment market growth from $20 billion
to $65 billion. Vertiv, Eaton, Emerson, Schneider, and Amphenol hold multi-year contracted backlogs with few
substitutes. The 18-36 month equipment lead times themselves function as competitive entry barriers that protect these

incumbents for the duration of the current capital cycle.
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4. Liquid Cooling Transitions from Optional to Mandatory Architecture

Less than 10% of data centers are liquid-cooled today; every new GPU generation makes this more necessary and more
urgent. NVIDIA Blackwell NVL72 racks draw approximately 120 kW; Vera Rubin approaches 200 kW. No air-cooling
system can remove heat at that density without thermal throttling that degrades model FLOP utilization. Vertiv 252%
order surge reflects real demand, not anticipatory inventory. Co-development with NVIDIA for Rubin-specific cooling
systems positions Vertiv at the product launch cycle itself rather than as an aftermarket supplier. Schneider Electric
Motivair acquisition and Modine 20-production-line buildout reinforce that this transition is broad-based, not concentrated
in a single vendor. The liquid cooling market is a multi-year, multi-vendor structural growth opportunity with physics as

the demand driver.

5. Custom Silicon Creates Winners at Every Stack Layer — Not Just GPU

The ASIC shift benefits the entire Al infrastructure ecosystem. Broadcom earns design revenue from Google TPU
(contract through 2031) and Meta MTIA (through 2029), plus Ethernet networking fabric revenue from the same
hyperscaler relationships. Marvell is in active discussions for Google inference TPU and memory processing unit design,
a potential Tier 1 positioning across both compute and fabric. TSMC captures wafer fabrication and CoWoS advanced
packaging revenue for virtually all leading-edge AI silicon, with 85%+ of 2026 CoWoS capacity pre-allocated. Arista
captures the 800G network fabric upgrade cycle with a $105 billion TAM and Morgan Stanley excess-return designation.
Vertiv, Eaton, and Emerson capture power and cooling infrastructure with lead times that function as moats. The Al
supercycle distributes its financial effects across every layer of the stack; the most defensible positions are those with

multi-year contracted revenue that provides visibility regardless of quarterly demand fluctuations.
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SECTION 13

Beneficiary Matrix: All Infrastructure Layers

A buy-side analytical framework mapping each infrastructure layer to its primary and secondary beneficiaries with key thesis anchors.

Not a recommendation list — each position requires independent valuation analysis against current market pricing.

LAYER

GPU — Training

GPU — Inference

CPU —
Hyperscaler

TPU | Custom
ASIC

Adv. Packaging

HBM Memory

DRAM — DDR5

NAND / Ent. SSD

HDD Bulk Storage

Liquid Cooling

Power | Electrical

Connectors

DC Automation

DC Networking

Al Network Fabric

TIER1

NVIDIA (NVDA)

NVIDIA (Blackwell,
Grace)

AMD EPYC Venice,
NVIDIA Grace

Broadcom (AVGO)

TSMC (TSM)

SK Hynix (>60%)

Samsung, SK Hynix

Samsung, SK Hynix

WDC, Seagate (STX)

Vertiv (VRT), Schneider

Eaton (ETN), Schneider

Amphenol (APH)

Emerson (EMR)

Arista (ANET)

Broadcom (AVGO)

TIER 2

AMD (MI400)

AMD (MI350), Google
(Ironwood)

Intel Xeon 6, AMZN
Graviton

Marvell (MRVL),
MediaTek

Samsung

Samsung, Micron (MU)

Micron (MU)

SanDisk (SNDK), Micron

Modine (MOD), nVent
(NVT)

ABB, Powell (POWL)

TE Connectivity, Legrand

Schneider Electric

Cisco (CSCO)

Marvell (MRVL), Cisco
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KEY METRIC / THESIS ANCHOR

NVDA: $1T order backlog; AMD $15B DC GPU 2026E
(+114% YoY)

Grace CPU: sub-$0.30/M tokens (word-fragments
processed) vs $0.80-$1.20 GPU-only

AMD DC CPU: +40% YoY to $12.8B; AMZN custom:
$20B+ run-rate

AVGO: Google 2031 + Meta 2029 contracts; MRVL in
Google TPU discussions

CoWosS to 130K wfr/mo; 60% to NVIDIA; $44.96B
CAPEX plan 2026

HBM market $35B — $100B by 2028; all 2026 sold out;
MU HBM4 Q2 2026

+50-55% pricing Q1 2026 vs Q4 2025; IDC: $9.71/GB
vs $3.76 in 2025

NAND margins 40-50% 1H 2026; SNDK EPS
$2.74 - $14.86 (MS base case)

100% sold out 2026; LTAs through 2028; WDC +63.4%
YTD; STX FCF 8-yr high

VRT: 252% order surge; $13.5B rev 2026E; <10% DC
penetration —» mandatory

US electrical mkt $20B — $65B by 2030; 24 GW - 110
GW needed by 2030

APH: NVIDIA Blackwell rack prime supplier; GTC 2026
showcase

EMR Ovation orders +74%; won 1.7 GW Al data center
automation contract

ANET: $10B+ rev trajectory; 800G dominant; $105B Al
networking TAM

AVGO Ethernet fabric: Meta MTIA clusters + Google
TPU superpods
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SOURCES & CITATIONS

All quantitative data, management commentary, and third-party estimates referenced in this report

SOURCE

Microsoft Q3 FY2026 Earnings Release &
Call

Amazon Q1 2026 Earnings Release & Call

Alphabet Q1 2026 Earnings Release & Call

Meta Platforms Q1 2026 Earnings Release
& Call

IDC Global DataSphere, April 2026

TrendForce DRAM Market Report, Q1 2026

IEA Data Centres and Digital
Infrastructure Report, 2026

TSMC 2025 Investor Day /| Q4 2025
Earnings

Bloomberg Supply-Chain Analysis, March
2026

NVIDIA GTC 2026 | Developer Ecosystem
Data

Morgan Stanley Equity Research — Al
Networking, April 2026

Visible Alpha Consensus Estimates, April
2026

Primary —
Company filing

Primary —
Company filing

Primary —
Company filing

Primary —
Company filing

Third-party research

Third-party research

Third-party research
/ Govt.

Primary —
Company filing

Third-party analysis

Primary —
Company event

Third-party research

Third-party
consensus
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KEY DATA CITED

$82.89B revenue; $627B RPO +99% YoY; Azure
+40% YoY; $190B CAPEX guidance; $25B memory
cost attribution (Amy Hood)

$181.5B net sales; AWS $37.6B +28% YoY; AWS op.
income $23.9B; $200B CAPEX reaffirmed; 3.9 GW
power capacity; $20B+ custom chip run-rate (Andy
Jassy)

$109.9B revenue; Google Cloud $20.03B +63% YoY;
$460B cloud backlog; $37.7B non-recurring net gain;
16B tokens/min; 2027 CAPEX increase (Sundar
Pichai, Anat Ashkenazi)

$56.3B revenue; EPS $10.44; CAPEX raised to
$125-$145B; 3.44B DAP; +7% time-on-Facebook;
MTIA 1GW+ deployment (Mark Zuckerberg, Susan Li)

DRAM price $9.71/GB (2026) vs. $3.76/GB (2025);
+158% YoY; global DRAM market $400B by 2028; DC
IT spend $4.7T forecast 2025-2030

HBM market $35B (2025) — $100B by 2028 (2 yrs
ahead of prior forecast); DDR5 +50-55% QoQ; NAND
margins 40-50% 1H 2026

One-fifth of global DC investment at risk from grid
constraints; DC power 4.4% - 6.7-12% of US
electricity 2023-2028E

CoWosS capacity to 130,000 wfr/mo by late 2026
(nearly 4x from 2024); $44.96B 2026 CAPEX plan
(Feb 2026)

NVIDIA estimated ~60% CoWoS allocation; >85% of
2026 capacity pre-allocated

$1T Blackwell + Vera Rubin order backlog; 4M+
CUDA developers; Vera Rubin specs; 5.7M FY2027
units targeted

Arista top excess-return designation; networking
excess returns thesis 2026; SanDisk EPS base case
$2.74 - $14.86

AMD MI400 series ~$7.2B revenue 2026E; total AMD
DC GPU $15B 2026E (+114% YoY)

SECTIO

N(S)

Pp.
4-6, 13,
27, 30

Pp.
7-8, 13,
30

Pp.
9-10,
13

Pp.
11-12,
13

Pp. 5,
6, 18,
25,29

Pp. 3,
18, 29

Pp.
22-23,
27

Pp. 17,
29

P. 17

Pp. 14,
16

Pp. 18,
25)

P. 15
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SECTIO
SOURCE KEY DATA CITED
N(s)
. Pp.
i . WDC 89% cloud revenue mix; +63.4% YTD; STX Q2
Company earnings releases (WDC, STX, Primary — . 19-21,
- +22% YoY, 8-yr FCF high; VRT 252% order surge;
VRT, ANET, MOD) Company filings ) 22-24,
ANET +27.5% qtrly; MOD 50-70% guided growth 25
: US data center electrical equipment market $20B - Pp.
BloombergNEF | McKinsey Global . . .
- Third-party research ~ $65B by 2030; 24 GW — 110 GW capacity expansion  22-23,
by 2030 27

All primary source quotations are reproduced for analytical and educational commmentary purposes under fair use. Management quotes
represent the editors’ best transcription of public earnings call recordings; official transcripts from company IR sites and services such as
Seeking Alpha or Bloomberg Transcripts should be consulted for verbatim accuracy. Third-party research citations reflect the most
recently available data as of April 30, 2026.

IU ANALYST PERSPECTIVE

What the April 29 Cycle Tells Us About the
Next 24 Months

The April 29, 2026 earnings cycle was a structural signal, not a quarterly event. The
combination of record backlogs, capacity-constrained revenue growth, above-consensus
CAPEX revisions backed by signed contracts, and explicit management return frameworks
connecting infrastructure spend to measurable business outcomes collectively describe a
demand-pull capital cycle at a scale the technology sector has mnever previously

experienced.

= The supply chain cannot keep up — and that asymmetry is the investment thesis.

HBM sold out through 2026. HDD 100% committed through 2028. CoWoS 85%+ pre-allocated. Cooling equipment
lead times 18—36 months. Grid interconnection queues 3-5 years. In every layer, demand structurally outpaces supply
— the consequence of a once-in-a-generation step-change in infrastructure demand hitting supply chains designed for

consumer electronics cycles.

= Backlogs and RPOs are the most underweighted signals in market pricing.

Microsoft's $627B RPO (+99% YoY), Google's $460B cloud backlog (doubled in 90 days), and Amazon's explicit
capacity-constraint disclosure collectively represent over $1 trillion in legally binding, contracted forward demand.
This is not sentiment — it is signed revenue not yet recognized. Infrastructure built to serve this demand is

infrastructure with a revenue counterpart already attached.
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= The custom silicon shift creates winners across the entire stack.

Broadcom earns design revenue from chips at the center of every hyperscaler rack. TSMC earns wafer and packaging
revenue. Arista and Broadcom earn networking fabric revenue. Vertiv, Eaton, and Emerson earn physical
infrastructure revenue. The AI supercycle distributes its financial effects broadly — the most defensible positions are

those with multi-year contracted revenue regardless of quarterly fluctuation.

= Memory inflation is a permanent repricing, not a cyclical spike.

DRAM at $9.71/GB versus $3.76/GB in 2025 is a structural repricing anchored by multi-year long-term agreements
(LTAs). HBM4 architecture requires more advanced packaging and more wafer starts per gigabyte than prior
generations, embedding inflation into the product itself. The $25 billion explicit CAPEX attribution from Microsoft
CFO Amy Hood is not an anomaly — it is the first public quantification of a cost structure shift present in every
hyperscaler budget, acknowledged or not. SK Hynix, Samsung, and Micron are the primary beneficiaries of a
repricing cycle measured in years, not quarters (Source: IDC Global DataSphere; TrendForce DRAM Market Report,
April 2026).

IMPORTANT DISCLAIMER: This report is published by Intermarket Universe exclusively for informational and educational purposes. It
does not constitute investment advice, a solicitation, or an offer to buy or sell any security or financial instrument. The information
contained herein is derived from publicly available sources including company earnings calls, SEC filings, and third-party research
as of April 30, 2026. While we endeavor to ensure accuracy, Intermarket Universe makes no representation or warranty as to the
accuracy, completeness, or timeliness of any information herein. All financial data, estimates, and projections are subject to
change without notice. Past performance is not indicative of future results. Investing involves risk, including the possible loss of
principal. Subscribers and readers should conduct independent due diligence and consult qualified financial, legal, and tox
advisors before making any investment decision. Intermarket Universe, its principals, and contributors may hold positions in
securities mentioned in this report. This report may not be reproduced, redistributed, or transmitted without the prior written
consent of Intermarket Universe.
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