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1. Executive Summary 
We are living through the most violent structural realignment of the capital cycle since the mid-1990s. 

For roughly two decades, the investment consensus worshipped the so-called “asset-light” model, a 

world built on SaaS, platforms, and code, where marginal costs were effectively zero and any 

significant physical footprint was treated as a balance-sheet liability. That cycle has now inverted. We 

have entered the era of HALO - Heavy Assets, Low Obsolescence. 

At MoatPeak, we frame this as a transition from a “high-supply/low-barrier” software environment to 

a “low-supply/high-barrier” physical reality. In practical terms, it means the defining alpha of 2024-

2026 will not be found in the front-end software hype cycle but in the back-end revenge of the physical 

world. In an AI-accelerated economy, gigawatts of power, high-voltage transformers, and water rights 

form the only truly durable moats. 

Our actionable synthesis is straightforward: while the retail market chases the latest LLM iterations, 

the real “Decision Engine” for sophisticated capital is shifting toward the bottlenecks of the physical 

build-out. We believe the quiet transition to physical infrastructure is the primary driver of value 

because atoms cannot be disrupted as easily as bits. As AI makes more and more task execution a 

commodity, owning the power-grid nodes and the cooling systems that keep AI infrastructure alive 

becomes the ultimate strategic advantage. 

Looking toward the 2026 horizon, we anchor on three core conclusions. First, CapEx Sovereignty: 

Hyperscalers are now locked in a Nash Equilibrium arms race where spending hundreds of billions is 

no longer a choice but a survival requirement. We do not see this as elective CapEx; we see it as a form 

of sovereign necessity, one that shifts value from the users of AI to the providers of its physical 

foundation. 

Second, the Software Equity Risk Premium is being reset: the “SaaSpocalypse” of early 2026 is not just 

a drawdown; it is a fundamental re-rating of the SaaS equity risk premium. As AI erodes traditional 

licensing moats, valuation multiples for software have compressed and, in our view, will remain 

structurally lower. This is forcing capital to migrate toward companies with heavy, tangible asset 

bases. 

Third, Bottleneck Arbitrage has emerged as the most lucrative hunting ground. Today that arbitrage is 

concentrated in what we call the “Hydra of Energy” - power transformers, water utilities, and the 

insurance layers that protect these aging, increasingly mission-critical assets. Lengthening lead times 

and basic physical scarcity have created price-setting power that software companies have not 

enjoyed in decades (see Figure 1). 
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Figure 1. The HALO thesis in one frame 

Key takeaway: The thesis combines a SaaS multiple reset, a physical bottleneck regime, visible structural risks, 

and a utilities-plus-infrastructure playbook. 

2. Impact on U.S. Markets: The Double Shock 
We see the U.S. financial landscape navigating a “Double Shock” that is splitting the $S&P 500 and 

$Nasdaq into winners and losers. On one side, traditional software multiples are collapsing; on the 

other, an unprecedented capital war among Hyperscalers is reshaping the upper end of the market. 

What we are watching is the death of the “asset-light” dream and the birth of a capital-intensive reality 

where the sheer size of a balance sheet increasingly determines the strength of a moat (see Figure 2). 
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Figure 2. The fractured asset-light consensus 

Key takeaway: We view the market regime shift as a migration from software-like economics toward scarce, 

regulated, physical assets with lower obsolescence. 

The first leg of this Double Shock is the Software Reset. January 2026 marked a decisive inflection 

when the market fundamentally re-rated the SaaS equity risk premium. Industry benchmarks fell 15% 

as public SaaS multiples compressed into the 6-7x EV/Revenue range. At MoatPeak, we interpret this 

as the market finally internalizing a simple but brutal logic: traditional $10,000-per-license tools are 

structurally vulnerable. If AI can perform the same tasks cheaper and faster within a twenty-four-

month window, the licensing moat that once protected those cash flows is effectively breached. In our 

view, this is not a cyclical correction; it is the repricing of the entire “asset-light” advantage. 

The second leg is the CapEx War. In stark contrast to software derating, we see the “Big Four” cloud 

players and $ORCL engaged in a capital war where any retreat is synonymous with obsolescence (see 

Figure 3). We synthesize the 2026 projections as a coordinated surge in spending: 
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Figure 3. The AI CapEx prisoner's dilemma 

Key takeaway: Hyperscaler CapEx now resembles a survival game in which stepping back risks strategic 

irrelevance even if near-term returns are unclear. 

$AMZN is driving toward an estimated 2026 CapEx of ~$200 billion, channeling that scale into 

defending its cloud dominance through integrated AI logistics. Free cash flow may turn negative to 

support this level of investment, but for Amazon the alternative is loss of strategic relevance. 

$GOOGL is projected to deploy $175-$185 billion in CapEx, with spending tilted toward massive TPU 

development and data center scaling. Part of this war is fought in water: Alphabet is managing a 28% 

year-over-year surge in cooling water requirements, a tangible constraint that underscores the HALO 

thesis. 

$META is targeting $115-$135 billion as it executes an aggressive pivot into a foundational AI-

infrastructure company supported by huge GPU clusters. We see this as Meta recasting itself from a 

social network to a HALO player. 

$MSFT, with an extrapolated CapEx of ~$120 billion, continues to expand the Azure footprint to 

support enterprise AI integration at global scale. 

$ORCL is directing $50 billion of gross cash proceeds toward data center investments that can 

capitalize on high-density compute demand (see Figure 4). 
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Figure 4. Hyperscaler AI/Cloud CapEx stack for 2026 

Key takeaway: The projected spending stack reinforces our view that AI infrastructure investment is now 

measured in hundreds of billions, not incremental line items. 

We view this as one integrated market mechanism: an unprecedented capital outlay that is reshaping 

both equity and fixed income. The sheer funding need is pushing upward pressure on $TLT and bond 

yields. With the U.S. grid requiring an estimated $720 billion in modernization by 2030 just to prevent 

failure, long-term rate expectations remain “sticky” at elevated levels. In our framework, this keeps the 

U.S. Dollar supported as a safe haven for infrastructure funding. At the same time, those same high 

rates and domestic grid stresses are forcing capital to hunt abroad, particularly toward Europe (see 

Figure 5). 
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Figure 5. U.S. grid constraints and the Energy Hydra 

Key takeaway: Domestic power bottlenecks are no longer abstract; they are a binding constraint shaping both 

valuation and geographic capital allocation. 

3. Europe and Global Markets: The “Cold HALO” Opportunity 
As the U.S. wrestles with domestic gridlock and a strained policy environment, we see Europe 

emerging as the primary site for valuation arbitrage. European regulated utilities are trading at 

significant discounts even as they become indispensable partners to Hyperscalers seeking 10-15 year 

power contracts. In effect, the cash-rich buyers of AI infrastructure are being funneled toward a set of 

assets that equity markets still prize more like sleepy utilities than as critical HALO gatekeepers. 

Within Europe, Scandinavia stands out as the purest expression of the “Cold HALO” thesis. Norway and 

Iceland generate nearly 100% of their electricity from hydro and geothermal sources, which in 

combination offer what we regard as the holy grail of data center economics: “Free Cooling.” Cooling 

normally accounts for 30-40% of energy costs in a typical data center, so the Nordic climate itself 

confers a built-in PUE (Power Usage Effectiveness) advantage that is mathematically superior to most 

warmer regions. When we overlay that with Finland’s grid reliability of 99.99995%, the region 

emerges as a genuine safe haven for AI compute from both a cost and resilience standpoint. 

Regulation is quietly reinforcing this opportunity. We are closely tracking the EU Grids Package, which 

mandates EUR584 billion in grid modernization and, crucially, streamlines permitting down to two 

years. By contrast, the FERC co-location (EL25-49-000) case in the U.S. has thrown a spotlight on the 

regulatory fragility of domestic data center planning. When we compare the two, the European 

framework increasingly looks like the more stable, more predictable home for long-term HALO capital 

(see Figure 6). 
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Figure 6. Europe’s “Cold HALO” valuation arbitrage 

Key takeaway: We see Europe, and especially the Nordics, as a cleaner regulatory and physical setup for long-

duration AI infrastructure deployment. 

Within this landscape, certain listed entities become central. We favor $ENEL and $IBE (Iberdrola) for 

their massive network exposure and large renewable footprints across Italy, Spain, and the Americas. 

$EOAN (E.ON) and $FORTUM also stand out: $EOAN dominates Central European distribution, while 

$FORTUM offers a concentrated play on Nordic nuclear and hydro. The context matters here: former 

giants such as EDF and Vattenfall have been nationalized, which concentrates the remaining “utility 

alpha” into this narrower set of public tickers. In other words, the pool of investable HALO utilities in 

Europe is shrinking even as their strategic importance grows. 

4. Sectoral Movements and Specific Ideas: Identifying the 
Bottlenecks 
In the early asset-light era, broad-based tech exposure could function as a crude but effective way to 

capture growth. In the HALO era, we believe that approach is obsolete. Alpha now lies in controlling 

the bottlenecks - the specific, physical nodes without which the AI build-out stalls. 

The most acute of these is what we call the Transformer Crisis. The power transformer is the single 

most critical physical node in the modern grid, and the numbers show a system under severe strain. 

Global demand for GSU (Generator Step-Up) units has risen 274% since 2019, yet North American 

production expansion, led by players like Hitachi and Siemens, continues to lag behind requirements. 

Lead times have stretched to 2.8 years, while prices have climbed 60-80% since 2020 (see Figure 7). 
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This is, in textbook form, a HALO moat: slow-to-build capacity, long-lived assets, and customers willing 

to pay up to secure scarce supply. 

 
Figure 7. Transformer bottlenecks and pricing power 

Key takeaway: Transformer scarcity exhibits the exact HALO characteristics we favor: slow supply response, 

long asset lives, and customers willing to pay for certainty. 

The next bottleneck, in our view, is water. Water remains the hidden asset in AI infrastructure. In 

2024, $GOOGL’s water consumption reached 8.1 billion gallons, a 28% increase, while $MSFT logged a 

34% increase. We see $AWK (American Water Works) and $XYL (Xylem) as a classic arbitrage 

window. Markets still price them as “boring utilities” and industrials, but in reality they are emerging 

as the gatekeepers of thermal management for every AI chip powered and cooled globally. 

The energy mix and its insurance layer form the third leg of this bottleneck story. Natural gas, at a 

projected $3.76/MMBtu, acts as the bridge fuel, but in our view the real structural move is in Uranium. 

$CCJ (Cameco) and $UEC (Uranium Energy Corp) stand out as primary beneficiaries of the push for 

carbon-free baseload power that can backstop an AI-intensive grid. Running alongside this is the 

development of a new, discrete profit pool: a $10 billion premium opportunity in digital infrastructure 

insurance. As Guy Carpenter and $Aon have emphasized, when transformer replacement takes three 

years, insurance ceases to be optional; it becomes a mandatory “shadow layer” of the grid. We are 

already observing insurance premiums for aging transformers (35+ years) rising into the 0.7-1.0% of 

insured value range, and data center coverage limits stretching to $700 million per facility (see Figure 

8). This is HALO expressed as both asset ownership and risk-transfer economics. 
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Figure 8. Water and insurance as unpriced AI constraints 

Key takeaway: Water and risk-transfer economics are emerging as underappreciated bottlenecks that sit 

alongside power in the AI build-out. 

5. “Gray Rhinos”: Structural Risks and Hidden Tails 
We invest with inversion in mind: we start by asking what could cause ruin. Through that lens, we see 

several “Gray Rhinos” - large, obvious risks that the market is underpricing. 

The first is the intersection of private credit and CRE distress. We are tracking a $25 billion “SaaS loan” 

bubble embedded in the private credit market. Our modeling supports a 13% downside scenario for 

defaults in this pocket, a shock that would meaningfully damage BDC portfolios such as $ARES, $OWL, 

and $KKR. At the same time, the Office CMBS delinquency rate has climbed to 12.34% in early 2026. 

Layered on top of that, 59 of the 158 largest U.S. banks hold commercial real estate exposure 

exceeding 300% of their equity. That combination of leveraged exposure and deteriorating collateral 

quality points, in our view, to a high-probability risk of a localized banking shock. 

The second Gray Rhino is what we call the Copper Paradox. AI allows us to optimize mining and 

operations, but the physical demand curve is still overwhelming. We project a 150,000-ton refined 

copper deficit in 2026 against 475,000 tons of AI-driven incremental demand. This is not just a matter 

of price; it is a matter of availability. The geopolitical overlay makes it sharper: China controls 90% of 

rare earth processing and 69% of mining. Any escalation in trade conflict can quickly transform that 

processing dominance into a lethal lever aimed directly at Western HALO ambitions (see Figure 9). 
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Figure 9. Structural risks hiding in plain sight 

Key takeaway: Our downside map centers on private credit stress, CRE fragility, and raw-material constraints 

that can impair the HALO build-out or its financing. 

6. MoatPeak Scenarios and Probabilities 
We approach late 2026 through second-order thinking, asking not only what happens, but how each 

path alters capital allocation. From that we derive three primary scenarios, each with a quantified 

probability, a set of triggers, and clear portfolio implications. 

Our Base Case, with a 60% probability, assumes 15-20% CapEx growth persists while energy 

constraints continue to bind and Uranium trades in the $85-$95/lb range. In this environment, we see 

a sustained focus on utilities such as $GEV and $VST, which benefit from persistent demand for 

reliable, dispatchable power. 

Our Bull Case, at 20% probability, envisions a more benign physical environment. In this path, 

transformer shortages ease earlier than expected, natural gas remains cheap, and SMRs - small 

modular reactors - arrive ahead of schedule. Under those conditions, the market rewards high-beta, 

infrastructure-linked assets, and we see a significant surge in such names alongside a more aggressive 

entry into European REITs as financing conditions and energy reliability both improve. 

Our Bear Case, also at 20% probability, reflects an adverse HALO stress test. In this scenario, Uranium 

prices move beyond $110/lb, the BDC default rate reaches 13%, and systemic grid failures hit key data 

center hubs. Faced with such a regime, capital would crowd into defensive HALO assets and insurance 

plays, treating them as safe harbors in a physically constrained and financially stressed system (see 

Figure 10). 
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Figure 10. Macro scenario probabilities and market pricing 

Key takeaway: We frame 2026 through explicit base, bull, and bear cases so position sizing remains linked to 

physical bottlenecks rather than narrative momentum. 

7. MoatPeak Insights: “Reverse Y2K” and “Ghost GDP” 
We ground our HALO thesis in reflexivity, the idea that market expectations and technological 

progress can reshape the very fundamentals they are supposed to be measuring. In AI, this reflexivity 

cuts both ways. 

The first insight is what we call the Reverse Y2K Paradox. We see a non-trivial risk that the 2024-2026 

CapEx surge could produce massive overcapacity. This is the mirror image of the late-1990s fiber-optic 

bubble, when WorldCom’s claims of traffic doubling every 100 days - versus a reality of roughly once a 

year - drove huge misallocation. We worry that rapid advances in AI distillation and inference 

optimization could make some of today’s infrastructure spending redundant by radically improving 

compute efficiency. 

However, we temper that concern with the Jevons Paradox: when a resource becomes cheaper, we 

tend to use much more of it. If compute costs decline sharply, we expect an explosion of demand rather 

than a collapse, which in turn could rescue the HALO trade from a fiber-optic-style bust. In other 

words, we see a tension between overbuild risk and demand elasticity, and we suspect that over time 

demand will win (see Figure 11). 
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Figure 11. Reverse Y2K versus the Jevons Paradox 

Key takeaway: The central debate is whether efficiency gains strand CapEx or instead unleash enough 

incremental demand to keep the HALO cycle intact. 

The second insight is what we call Ghost GDP. We believe AI is already generating productivity gains 

that barely register in official statistics. Our lens is a 14:1 ratio of consumer surplus to company 

revenue. When a firm deploys AI successfully, much of the benefit is captured as quality 

improvements, faster R&D cycles, and user surplus that never flows cleanly through the income 

statement. As a result, the market systematically undervalues these adopters, because traditional P&L 

metrics cannot see the full scope of the improvement (see Figure 12). 
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Figure 12. Ghost GDP and unmeasured AI value 

Key takeaway: We believe conventional valuation frameworks miss a large share of AI-created value because 

the benefit often appears as surplus or efficiency, not headline revenue. 

The third insight is the migration of AI into the physical realm, which we describe as Physical AI and 

Robotics. We view $AMAT (Applied Materials) and $SNPS (Synopsys) as essential “picks-and-shovels” 

plays that sit upstream of this transformation. The strategic landscape is shifting underneath robotics 

as well. $ABB has exited the robotics space, selling its division to SoftBank for $5.375 billion in order to 

become a pure-play electrification company. That exit leaves a vacuum we expect to be filled by a new 

generation of private IPOs focused on physical automation (see Figure 13). 
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Figure 13. Physical AI and robotics as the next manifestation 

Key takeaway: Our robotics view is upstream and infrastructure-led: we prefer the enabling toolchain rather 

than unproven downstream robotics narratives. 

8. Strategic Implications for the Retail Investor 
For us, navigating the HALO era means watching the ground truth of the physical world more closely 

than the software headlines. The story is no longer primarily about product features or user interfaces; 

it is about the grids, pipes, turbines, and cooling systems that make digital dreams possible. 

We anchor our 2026 navigation on a simple “Where We Stand” dashboard. First, we monitor 

Interconnection Queues: if wait times for grid connections keep lengthening, it signals that the physical 

world is winning and that HALO bottlenecks are deepening. Second, we track Compute Cost per Unit: if 

costs fall faster than use cases expand, the Reverse Y2K risk grows more acute because demand may 

not fully absorb the new capacity. Third, we watch regional electricity prices in Texas, Northern 

Europe, and Virginia, which together provide a live read on where AI infrastructure can grow 

profitably and where it is hitting hard constraints. 

Within that framework, we divide opportunities into investment tiers (see Figure 14). 
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Figure 14. Mapping the HALO investment universe 

Key takeaway: We organize the opportunity set by closeness to physical bottlenecks, with core beneficiaries 

and toolmakers ranking above speculative or crowded narratives. 
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At the core sit the Core Winners: $NVDA, with its dominance in inference; $GEV, with a backlog of 

$150B and 560 bps of margin expansion; $VST; and $CEG, which stands as a beneficiary of the OBBBA 

nuclear-supportive framework (see Figure 15). 

 
Figure 15. Valuation matrix: core technology and infrastructure 

Key takeaway: The core basket pairs direct AI beneficiaries with infrastructure incumbents whose optionality 

may exceed what current valuation frameworks imply. 

Around that core, we see Value Arbitrage and Water as a second tier. European utilities such as $ENEL 

and $IBE provide network exposure in markets where regulatory frameworks and physical conditions 

still offer mispriced optionality. Alongside them, $AWK and $XYL represent, in our view, the ultimate 

water-bottleneck plays in a world where every incremental unit of compute throws off more heat (see 

Figure 16). 
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Figure 16. Valuation matrix: power generation and water 

Key takeaway: Regulated utilities and water exposures remain, in our view, the clearest mispriced second-

order beneficiaries of the HALO regime. 

Our final actionable reflection for the retail investor is to adopt a mental model of Symbiosis. HALO is 

not a narrow bet on utilities; it is a thesis about the inseparable link between energy, compute, water, 

and logistics (see Figure 17). Over the coming years, we believe the winners will not be those with the 

most elegant code, but those who control the atoms that allow the bits to flow. 
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Figure 17. The HALO allocation playbook 

Key takeaway: Portfolio construction should reflect the full physical stack, not a single-sector proxy, with 

regulated utilities serving as anchor exposures rather than the entire thesis. 

We at MoatPeak see ourselves as your partners in this transition. The world has become “heavy” again. 

For the disciplined investor, that weight is not a burden; it is the most stable foundation for long-term 

growth. 

Stay Disciplined. 
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