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The headline statistics are hard to ignore. 

In 2024, global corporate AI investment reached $252.4 billion, a 25.5% increase from 2023, and is now 13× 

higher than 2014 levels which has provided the foundation for concerns around bubble formation. 

During the dot-com bubble when the internet was first emerging, capital was allocated irrationally to 

unprofitable companies through speculative equity. At the bubble’s peak, tech capital expenditure on fiber optic 

cables and network equipment reached 6.4% of the US GDP. Today, with the current high levels of pledged 

investment, tech capital expenditure is projected to reach 7.2% of GDP in 2026. 

F U N D A M E N T A L  S H I F T  

Fewer models, more infrastructure — the investment narrative has been 

rewritten. 

This surge in capital expenditure signals that the AI market is undergoing a fundamental shift in its competitive 

architecture, moving away from reliance on general-purpose model innovation toward dependence on 

electricity, advanced chips, and data center infrastructure. Increased physical capacity and fewer models is the 

theme of the current changing investment narrative. 

 

 

A I  C A P I T A L  E X P E N D I T U R E  E N V I R O N M E N T  

AI CapEx is projected to keep increasing at record-breaking rates 



Big Tech is rapidly ramping up capital expenditures, with spending projected to surge through 2026, driven by 

the Mag7. Rather than competing on individual AI models, the broader strategy is to invest heavily in the 

infrastructure, data centers, compute, and cloud capacity, that will power the entire AI ecosystem. This reflects 

an industry wide shift toward owning the foundational layers that all AI development depends on. This mirrors 

the dot-com bubble, where heavy investment in fiber optic infrastructure accelerated capital expenditure and 

ultimately contributed to the bubble’s formation. 

 

F I X E D  I N C O M E  F I N A N C I N G  T H R E A T  

Excess Amount of Long-Term Debt 

As capital expenditure accelerates through 2026, companies are financing these investments with a large 

amount of long-term debt, creating pressure as the overall duration exposure in the debt market increases. 

While the dot-com bubble saw similar levels of investment, the key difference today is how it is financed. 

Instead of speculative equity, companies today are relying more on long-term debt. At the same time, many AI 

firms are supported by real revenues, giving their business models a level of fundamental stability in contrast 

with the dot-com era, where companies had unproven business models and valuations were driven more by 

expectations and speculation than actual performance. 

As a result, debt markets are entering a period of elevated scrutiny, where the supply of long-term debt is no 

longer easily accommodated. Debt markets are positioned as the primary channel where value destruction will 

materialize as the bubble deflates, a natural and anticipated feature of such cycles rather than a cause for alarm. 

 



What’s Different This Time? 

D O T - C O M  E R A  

•   Speculative equity funded unproven business 
models 

•   Value destruction hit equity markets first 

•   Infrastructure had no revenue foundation to survive 
the collapse 

 T O D A Y ’ S  A I  C Y C L E  

•   Long-term debt finances companies with real 
revenues 

•   Stress surfaces in debt markets, not equity 

•   A select group of infrastructure owners will emerge 
as durable winners 

 

W H O  W I L L  P R E V A I L ?  

Infrastructure ownership today is market leadership tomorrow. 

When the AI bubble deflates, the winners will not be those who led in model development, but those who 

established early control over the underlying infrastructure. By building and controlling essential infrastructure 

and energy supply, these firms create durable, revenue-generating assets that allow them to capture value 

regardless of which AI applications ultimately succeed. This dynamic mirrors the development of the railroads, 

where long-term value was captured not to those speculating on routes, but to those who secured and scaled 

the physical networks themselves. 

P O R T F O L I O  C O N S T R U C T I O N  

The question is not whether to participate in AI – it is how 

Structurally, the answer is yes – AI exposure belongs in most well-constructed portfolios. But how you 

participate matters enormously. The distinction between durable infrastructure beneficiaries and speculative 

names that will not survive the eventual correction is best made at the model level, with research-driven sector 

and thematic positioning rather than concentrated single-name bets that go in and out of favor with the news 

cycle. 

For advisors, the opportunity is not reacting to the bubble debate in real time – it is positioning portfolios with a 

disciplined framework that captures the structural buildout while managing the drawdown risk that historically 

accompanies cycles of this scale. 

This kind of work is at the core of how we partner with advisors through our Custom Model Partnerships, co-

creating model portfolios that align preferred managers and asset class views with our institutional, research-

driven, risk-aware framework. 

https://www.mainmgt.com/wp/wp-content/uploads/2025/09/CustomModelPartnership.pdf
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No fees or allocation 

minimums. The best model 
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commentary, and practice-
management support. 
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