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DATA CENTRES: RISKS AND OPPORTUNITIES
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KEY POINTS

o We expect data centre capex to be higher than consensus expectations as customer demand and
competitive pressures motivate the cloud and Al infrastructure buildout.

e The data centre boom is broader than just the big tech players, with investable opportunities in select
non-tech industries supporting the buildout.

e Signs of excess have emerged in corners of Al-related investments with valuations reflecting significant
optimism.

SUMMARY

Artificial intelligence (Al) and the massive infrastructure buildout surrounding it have dominated headlines
since ChatGPT burst into the mainstream in November 2022. Some cast Al as the next Tech boom, with
investment pouring into data centre buildouts. Others, however, see the next Tech bust, arguing that
interconnected revenues are artificially propping up markets.

Some of these points are valid. Others aren't. But the comparison tells you nothing about how this cycle will
end - it simply illustrates barbelled sentiment between broad euphoria and broad scepticism. Opportunities
in the space exist with portfolios having exposure to Al trends, and current portfolio construction takes into
account both the risks and opportunities we've identified.

IS DATA CENTRE CAPEX UNDERESTIMATED?

The global transition from general-purpose CPUs to accelerated computing and generative Al investment
will require massive data centre (DC) capex (Exhibit 1). While the DC buildout is well known by investors, current
industry estimates on new capacity still fall short of our estimates, as many analysts rely on historically
conservative company guidance.

Exhibit 1: Estimated DC Capex Spend
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Source: Fisher Investments Research as of 3/11/2025. Average of 5 global data centre capex estimates based on Dell'Oro,
Morgan Stanley, IDC, and Cloud Service Providers & Meta'’s capex, Semiconductor DC segment Revenues from 2022-2027.

Our estimates utilise data on commissioned (i.e. built or completed) DC capacity and planned DC capacity
in gigawatts. Planned DC capacity is based on an announced construction plan, electricity purchase
contracts, zoning commission permits, and other factors that are at the pre-construction stage. Our
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methodology is based on a strong relationship between planned DC capacity becoming commissioned
capacity over 2 to 2.5 years. (Exhibit 2).

Exhibit 2: DC Commissioned Power Capacity
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Source: DatacenterHawk as of Q4 2024. Commissioned power in gigawatt-hours (GWh).

Such massive commitments aren't guaranteed to be realised, however, and risks to the current planned
buildout could knock current estimates. Risks including infrastructure constraints surrounding electricity
supply, Al/software efficiency gains, a slowdown in the US or global economy, and slowing demand could all
lead to a lower than expected data centre buildout.

PICKS AND SHOVELS

Dizzying valuations and revenue projections among Al's biggest players have dominated the conversation
around Al and the DC buildout. While we don't discount these firms as the driving force behind growth, they're
not the only ways to gain exposure to these trends.

While select semiconductor, cloud services and software companies offer direct exposure to Al trends, other
firms in IT hardware, construction, HVAC, power generator manufacturing, and electrical equipment also
derive material revenues from the DC buildout (Exhibit 3) while still emphasising portfolio exposure to the
offensive value/non-US leadership we expect to outperform.

Exhibit 3: Data Centre Construction Growing Sharply
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EMERGING RISKS IN THE DC BUILDOUT

Signs of excess are emerging in Al-related investments, primarily frothy valuations for the biggest cloud
service providers (CSPs), venture capital (VC) fundraising, public-private partnerships, and unique off-
balance sheet funding agreements. Further, investors are concerned about the Al ecosystem lbecoming
increasingly “circular”, as suppliers fund customers and cross-ownership spawns o web of
interconnectedness across major Al players. While we acknowledge some of the risks as genuine, the scale
of most of these risk factors is still small and tends to be concentrated in private markets.

Valuations
Hyperscalers and other CSPs have spent furiously on data centres to facilitate Al adoption, regularly
exceeding expectations. (Exhibit 4) Valuations reflect this optimism, as the biggest players in the space have

seen rapid multiple expansion. (Exhibit 5)

Exhibit 4: Cloud Service Provider Capex Has Surged
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Source: Company filings, FactSet, broker research as of 29/10/2025. Actual results shown from 2014-2024. 2025-2026 are
estimates.

Exhibit 5: Cloud Service Provider Valuations Rising in Tandem
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Source: FactSet, as of 3/11/2025. Enterprise Value / Last Twelve Month Revenue shown quarterly from 30/6/2014-30/6,/2025
(most recent earnings available).

Private Capital

The largest area of excess appears to be in Al-oriented VC funding. Select Al-oriented firms have raised
hundreds of billions at an average Equity Value/Revenue multiple of around 26x, while recent non-Al software
transactions commanded multiples closer to éx EV/Revenue. (Exhibit 6) Within Venture Capital dealmaking,
Al and machine learing (ML) related start-ups dominate the space in deal value, as Al/ML venture deals
have exceeded other categories through the first half of 2025. (Exhibit 7) While growing, exuberance in
investments is still largely concentrated in private markets.
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Exhibit 6: Al vs. Traditional Software Valuations Exhibit 7: VC Investments Primarily Al Related
Equity Value / Revenue Quarterly Deal Value ($B)
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Special Purpose Vehicles (SPVs)

Special Purpose Vehicles, or SPVs, are bankruptcy remote financing entities that have grown in popularity
among hyperscalers to fund the DC build out. It allows them to shift the assets to the SPV and avoid adding
debt to their own balance sheets and reduce upfront capex, effectively becoming a lessee of the
servers/GPUs in the data centre. We scale funding raised by DC SPVs at approximately $59 billion to date,
versus the trillions of dollars that have been and could be spent on data centre capex over the coming years.
Making up just a fraction of total DC spending, we believe SPVs are too small to be a material risk for DC
buildout and market performance, though the prevalence and risk of DC SPVs may rise as Al firms increase
capex.

‘Circular’ Financing

The partnerships among Al firms harken back to the vendor financing arrangements during the dot com
bubble, when manufacturers provided credit for their customers to purchase their products. We view today's
Al deals much differently. Fundraising and M&A deals that fall under the ‘circular’ category (such as those
between Nvidia and OpenAl) have totaled approximately $188 billion, a fraction of the trillions of cumulative
capex (spent or planned) in the DC buildout. Further, the concept of ‘circular investments' asserts there is
little end customer demand. However, there has been sizeable customer Al adoption and revenue impact
for firms across cloud service providers, leading large language model (LLM) startups, Software, and Search.
While we don't view this as a material risk at current levels, overbuilding ahead of customer demand along
with concentration in relatively few enterprise customers present risks worth monitoring.

CONCLUSION

Booming equity markets and eye-catching capital expenditure estimates have made the DC buildout a
lightning rod for investors. One side is hyping revolutionary technology set to drive explosive productivity
gains, while the other is deriding investors for not seeing the parallels between today and the 1990s. While
we are bullish and see many false fears, we also see negatives worth monitoring and remain watchful for the
potential overinvestment and exuberance in Al and data centres.
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DISCLOSURES

Fisher Investments Ireland Limited trades as Fisher Investments Europe (FIE) and is regulated by the Central
Bank of Ireland. Fisher Investments Ireland Limited and its trading name Fisher Investments Europe are
registered with the Companies Registration Office in Ireland under numbers 623847 and 629724. Fisher
Investments (FI) is an investment adviser registered with the United States Securities and Exchange
Commission. FIE is wholly-owned by Fisher Asset Management, LLC, trading as Fisher Investments (Fl), which
is wholly-owned by Fisher Investments, Inc.

Fisher Asset management, LLC, trading as Fisher Investments, is an investment adviser registered with the
Securities and Exchange Commission. As of 30 September 2025, FI managed $362 billion, including assets
sub-managed for its wholly-owned subsidiaries. Fl and its subsidiaries maintain three principal business units
— Fisher Investments Institutional Group (FIIG), Fisher Investments Private Client Group and Fisher Investments
Private Client Group International. These groups serve a global client base of diverse investors including
corporations, public and multi-employer pension funds, foundations and endowments, insurance
companies, healthcare organisations, governments and high-net-worth individuals. FI's Investment Policy
Committee (IPC) is responsible for investment decisions for all investment strategies.

For purposes of defining “years with Fisher Investments,” Fl was established as a sole proprietorship in 1979,
incorporated in 1986, registered with the US SEC in 1987, replacing the prior registration of the sole
proprietorship, and succeeded its investment adviser registration to a limited liability company in 2005.
“Years with Fisher Investments” is calculated using the date on which FI was established as a sole
proprietorship through 30 September 2025.

Fl is majority owned and controlled by Fisher Investments, Inc. Since Inception, Fisher Investments, Inc. has
been 100% privately owned. [t controls and owns the majority of Fisher Investments (see Form ADV Part 1 —
Schedule A). Ken and Sherrilyn Fisher, as co-trustees of their family trust, beneficially own more than 75% of
Fisher Investments, Inc., as noted in Schedule B to Fl's Form ADV Part 1.

FIE outsources portfolio management to Fl. FI's Investment Policy Committee (IPC) is responsible for all
strategic investment decisions. The Joint Investment Oversight Committee (IOC) is responsible for overseeing
FI's management of portfolios that have been outsourced to Fl.

This document has been approved and is being communicated by Fisher Investments Ireland Limited.

The foregoing information constitutes the general views of Fisher Investments and should not be regarded
as personalised investment advice or a reflection of the performance of Fisher Investments or its clients.
Investing in financial markets involves the risk of loss and there is no guarantee that all or any capital invested
will be repaid. Past performance is never a guarantee nor reliable indicator of future results. Other methods
may produce different results, and the results for individual portfolios or different periods may vary depending
on market conditions and the composition of a portfolio or index. The value of investments and the income
from them will fluctuate with world financial markets and international currency exchange rates. If you have
asked us to comment on a particular security then the information should not be considered a
recommendation to purchase or sell the security for you or anyone else. We provide our general comments
to you based on information we believe to be reliable. There can be no assurances that we will continue to
hold this view; and we may change our views at any time based on new information, analysis or
reconsideration. Some of the information we have produced for you may have been obtained from a third-
party source that is not dffiliated with Fisher Investments. Fisher Investments requests that this information
be used for your confidential and personal use.
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This material may also be found posted on the Fisher Investments Europe website at

www.fisherinvestmentseurope.com. If your firm wishes to be removed from receiving these materials in the
future or wishes to pay for this material, please contact Fisher Investments Europe.
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