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This earnings season reinforced a central theme that has driven equity 
markets over the past several quarters: artificial intelligence remains one of 
the most important sources of growth across the economy. Cloud demand 
continues to accelerate, prompting many of the largest technology platforms 
to once again raise their capital spending expectations. For the hyperscalers 
in particular, AI-related investment is still translating into meaningful 
revenue growth and expanding operating leverage. That strength has 
become a significant contributor to broader market earnings growth this 
quarter.

Despite this favorable backdrop, investors are increasingly focused on 
several potential roadblocks. Capital expenditure forecasts continue to move 
higher, sharpening questions about the eventual return on investment and 
whether spending can remain justified over time. Lower-cost Chinese AI 
models are gaining adoption, raising concerns about pricing pressure and 
competitive dynamics. And opposition to data center construction is 
becoming more visible, as local communities push back over power 
consumption, land use, and rising utility bills. While not thesis-breaking, 
these factors could shape the pace and economics of future AI deployment.

Still, the case for AI adoption remains compelling. Business surveys point to 
steadily rising usage, with AI increasingly deployed to automate tasks and 
augment workflows rather than replace workers outright. Operating leverage 
among key participants appears largely intact even as spending climbs. 
While the ultimate winners and business models may evolve, the broader 
trend looks durable—and the productivity gains may still be in their early 
innings.

AI’s Promise Remains Intact Despite Roadblocks
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