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Is this the start of a correction, or pause for breath? M morgans

PHLX Semiconductor Index (SOX), daily close, last 12 months
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Source: Nasdaq, PHLX Semiconductor Index, 16 October 2025-16 October 2026.
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“Technological change is
not synonymous with
investment success.”

Carlota Perez
Economic historian




B morgans

“A lot of investors have no
clue what they are investing

”n

IN.

Hock Tan
Chief Executive Officer, Broadcom




Four unanswered questions K morgans

How much are the Will they ever see Who is ultimately What will happen
hyperscalers going a return on this going to pay? to the jobs market?
to spend? investment?




How much are the
hyperscalers going
to spend?

KA morgans



Data-centre spending has tripled in two years K morgans

Quarterly spending on data centres and equipment, Amazon, Microsoft, Alphabet and Meta combined, US$bn
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Source: Company filings (Amazon, Microsoft, Alphabet, Meta), calendar quarters. Purchases of property and equipment; Microsoft cash paid for PP&E excludes finance leases; Meta includes
finance-lease principal from 2025.



On track to spend US$5 trillion in five years

Al data-centre capex, cumulative 2025-2030, by where the money goes

60% 25% 15%

Chips and computing hardware Power and cooling Construction

US$1.3tn US$0.8tn

US$5.2tn

McKinsey base case

KA morgans

McKinsey scenario range [
US$3.7tn

Constrained

Source: McKinsey & Company, “The cost of compute: A $7 trillion race to scale data centers”, April 2025. Base case; shares of Al-related capex by investor group

(technology developers, energisers, builders).

|
US$7.9tn

Accelerated



Al spending is big, but railways were bigger B morgans

Peak spending as % of US GDP, by investment wave

Railways (1870) 6.0%

Al (2026 forecast) 2.4%
Interstate highways (1964) 2.0%
0 0
9% - 32%
Telecom (2000) 1.2% of Al spending is now paid for with
borrowed money (2024 vs 12 months
to June 2026)

Source: Tom Tunguz (historical waves, peak year); FactSet (debt share of Al capex, FY24 to 12 months to June 2026); Morgans estimates (Al, 2026 forecast).
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How much are the Will they ever see Who is ultimately What will happen
hyperscalers going a return on this going to pay? to the jobs market?
to spend? investment?




The revenue is real B morgans

+82% +43% +37%

Google Cloud growth vs last year Azure growth vs last year AWS growth vs last year
US$99bn annual run rate US$100bn+ revenue in FY26 US$169bn annual run rate

Microsoft and Google Cloud also hold US$1.2tn of signed future contracts

Note: growth is revenue for the latest reported quarter vs the same quarter a year earlier (Azure in constant currency). Signed future contracts are remaining performance obligations at June
2026 (Microsoft US$678bn, Google Cloud US$514bn). Source: company reports.



Anthropic now generates more revenue than Coca-Cola  Bmorgans

Anthropic’s current yearly pace of revenue vs annual revenue of household names, US$bn

US$70bn

US$65bn *
US$60bn

Overtakes Coca-Cola
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US$40bn
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Note: current yearly pace = latest month of revenue x 12; Coca-Cola and McDonald’s are calendar 2025 revenue (Nike US$46bn, Netflix US$45bn sit just below Coca-Cola). Source: Anthropic
via CNBC, Bloomberg; company reports.



Al spending is still more than double Al sales FAmorgans

Al spending vs Al revenue, 2026

US$664bn

US$410bn

more going out than
coming in this year

US$250bn

Al spending Al revenue e

Note: spending is Big Tech's Q2 2026 data-centre spending (US$166bn) at a yearly pace; revenue is the Morgans 2026 estimate used on the next slide. Source: company reports, Morgans.




The gap will close, but not until the mid-2030s KM morgans

Net cash flows in the Al industry, US$tn

———Base case - - -Bull case -+ Bear case E 2034_35

Break-even year

US$8tn
US$7tn
US$6tn
US$5tn
US$4tn

& US$2.7tn

N
US$3tn Most cash out, in 2029

US$2tn
US$1tn
US$0tn

-US$1tn

. ~16%

-US$2tn Return on capital by 2036

-US$3tn

Trough -US$2.7tn

-US%4tn
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Source: Morgans illustration, not a forecast. Base case: Al capex US$5.4tn over 2025-30 (McKinsey base case US$5.2tn), then US$1tn a year; Al revenue ~US$250bn in 2026, US$1.5tn in
2030, US$3.2tn in 2036; operating costs 30% of revenue; hardware depreciated over six years; 20% tax.
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Who is ultimately
going to pay?




The Al labs pay today; businesses pay tomorrow K morgans

Al revenue by buyer

Businesses

Businesses overtake
Al labs, 2029-30

-0 Al labs

Governments

—
Consumers

2026E 2028E 2030E 2032E 2034E 2036E
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Illustrative, not a forecast.



Six jobs businesses will use Al to do in 2036 EAmorgans

Customer service Software Finance and back office
Al agents resolve most queries end to Agents write, test and maintain most Bookkeeping, audit checks and
end, by voice and chat, around the code; engineers set direction and compliance run continuously, not at
clock review it month end

Sales and marketing Healthcare Industry and logistics
Campaigns, quotes and content are Al reads scans, drafts clinical notes Robots, predictive maintenance and
tailored to each customer and speeds up drug discovery supply chains that replan in real time



Beware: the same Al money goes round in circles K morgans

Investors
Venture funds, sovereign
funds, lenders

Invest in Al labs

(e.g. Nvidia) Invest money

The same dollars
are counted as
sales at every step

Al labs
OpenAl, Anthropic

Chipmakers
Nvidia, AMD, Broadcom

Rent computing

Buy chips power

Hyperscalers
Microsoft, Amazon,
Oracle

Source: company reports.
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What will happen
to the jobs market?



So far, Al is not visible in the unemployment data K morgans

Rise in US unemployment rate since 2022, by how exposed a job is to Al

+0.77 points +0.85 points

Most exposed to Al Least exposed to Al

e.g. bookkeepers, accountants, software developers, e.g. personal trainers, dancers, roofers, construction
customer service reps labourers

Note: jobs ranked by exposure to Al and split into fifths; compares the most and least exposed fifths. Exposure measure from Felten, Raj and Seamans (2021), as used in the report. Source:
‘What is really happening to jobs? Separating Al hype from reality’ (Stanford Institute for Economic Policy Research, July 2026).



But entry level is the pressure point K morgans

US unemployment rate for college graduates: recent graduates, vs over 29s, %

5.6%

Aged 22-27
+2.0 points
3.6%
1.8%
1.9% e ° Over 29
—-0.1 points
2019 2026
64% of the rise is from “ Australia: young workers
remote work, not Al W not yet affected

Note: recent graduates are ages 22-27, March 2019 and March 2026; over-29 figures are 2017—19 and 2022-25 averages. Source: New York Fed, The Labor Market for Recent College
Graduates and Liberty Street Economics (June 2026); Fairlie and Wu, NBER Working Paper 35796 (Sept 2026); Australian Government, Al and Employment report (July 2026).




Jobs will change, not disappear M morgans

0%

of today's jobs did not exist in 19g

6-7% of workers could be displaced by Al ‘ +0.5 pOintS temporary rise in unemployment

Note: displacement estimate assumes wide Al adoption over about ten years. Source: Goldman Sachs Research, Briggs and Dong (August 2025); 1940 comparison from Autor et al., cited by
Goldman Sachs.
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Where do we go from here?




Three ways the decade will play out K morgans

72

550/0 probability 25% probability 20% probability

Railway Base case Electricity Bull case Fibre Bear case
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- Four things you can do B morgans
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Don’t overpay Back those with Look further Beware of the hype
financial strength downstream




Four different investments to consider
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Al at a fair price

Quality Al leaders not priced
for perfection

Stocks: Alphabet, TSMC,
Samsung Electronics

ETFs: iShares Asia 50
(IAA), VanEck Morningstar
Wide Moat (MOAT)

' Cashed-up builders

Paying for Al from cash flow,

. not debt

Stocks: Microsoft, Amazon,
ASML

ETFs: VanEck MSCI
International Quality (QUAL)

03

Providers of compute

Essential infrastructure,
power and cooling

Stocks: GE Vernova,
Schneider Electric, NEXTDC,
Goodman

ETFs: Global X Data Center
(DTCR)

KA morgans

Can’t decide?

Spread risk across the Al
value chain

ETFs: Global X Artificial
Intelligence (GXAl), Global
XAl Infrastructure ETF
(ASX: AINF)
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“We tend to overestimate
the effect of a technology in
the short run and
underestimate the effect in
the long run.”

Roy Amara
Futurist
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Disclaimer

This presentation is provided for general information purposes only and is not intended as

an offer to enter into any transaction. The information contained within this document is not

necessarily complete and its accuracy can not be guaranteed. We have prepared this
presentation without consideration of the investment objectives, financial situation or
particular needs of any individual investor.

Before a client makes an investment decision, a client should, with or without Morgans'
assistance, consider whether any advice contained in the presentation is appropriate in
light of their particular investment needs, objectives and financial circumstances. It is
unreasonable to rely on any recommendation without first having spoken to your adviser
for a personal recommendation.

The information contained in this presentation has been taken from sources believed to be
reliable. Morgans Financial Limited does not represent that the information is accurate or
complete and it should not be relied on as such. Any opinions expressed reflect Morgans'
judgment at this date and are subject to change. Morgans and/or its affiliated companies
may make markets in the securities discussed. Further Morgans and/or its affiliated
companies and/or their employees from time to time may hold shares, options, rights
and/or warrants on any issue included in this presentation and may, as principal or agent,
sell such securities.

B morgans | ki

The Directors of Morgans advise that they and persons associated with them

may have an interest in the above securities and that they may earn brokerage,
commissions, fees and other benefits and advantages, whether pecuniary or not
and whether direct or indirect, in connection with the making of a recommendation
or a dealing by a client in these securities, and which may reasonably be expected
to be capable of having an influence in the making of any recommendation, and
that some or all of our representatives may be remunerated wholly or partly by way
of commission.

The presentation is proprietary to Morgans Financial Limited and may not be disclosed to
any third party or used for any other purpose without the prior written consent of Morgans.

Morgans Financial Limited ABN 49 010 669 726 AFSL 235410
A Participant of ASX Group

Principal Office: Level 29, Riverside Centre, 123 Eagle Street, Brisbane QLD 4000
This document has been prepared by Morgans Financial Limited in accordance with its

Australian Financial Services License AFSL no. 235410. The views expressed herein are
solely the views of Morgans Financial Limited.
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