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EXCECUTIVE SUMMAY 

 

The artificial intelligence economy is not one economy growing at one rate. It is a chain of parties growing at rates that differ by 2 orders of 

magnitude, and the distance between them has become the most consequential number in global markets. At the fast end, global 

semiconductor sales rose 135.1 percent year on year in July 2026 to 146.8 billion dollars, Nvidia’s revenue rose 106 percent to 96.2 billion 

dollars in its latest quarter, and the 2 largest independent AI developers are reported to have reached annualised revenue run rates above 40 

billion and 65 billion dollars. At the slow end, the IMF expects the world economy to grow 3.0 percent in 2026, the IEA expects global 

electricity demand to grow 3.6 percent, United States labour productivity is rising 2.2 percent a year, and the share of companies that can 

trace any profit contribution to AI has stayed at about 37 percent for a year. 

 

Between the 2 speeds sits the capital. Capital expenditure by 5 technology companies exceeded 400 billion dollars in 2025 and the IEA 

expects it to rise about 75 percent in 2026; sell side estimates cited by Reuters put the 2026 outlay of Microsoft, Alphabet, Amazon, Meta 

and Oracle at around 795 billion dollars and the 2027 figure at nearly 1.08 trillion. That spending now absorbs more than the cash 3 of the 5 

buyers generate, and part of the funding has moved to the markets. In the week of 14 September the gap reached the stock exchanges. After 

the head of one AI developer called in public for a slower pace of capability development and the heads of 2 others endorsed the call, the 

Philadelphia semiconductor index fell 5.9 percent in a day, SoftBank lost 10.72 percent in Tokyo and the Kospi 3.26 percent, and in the same 

week the 10 year Treasury yield touched 5 percent for the first time since 2023 and then rose to its highest since 2007, and the Federal Reserve 

raised interest rates for the first time in more than 3 years. On our calculation from vendor quote data at the 16 September close, 9 listed AI 

infrastructure names stand a combined 3.1 trillion dollars below their 52 week peak valuations, most of them set in May and June, and the 4 

largest hyperscale buyers a further 2.0 trillion below theirs. Table 1 sets the speeds side by side. 

 

The evidence remains consistent with a continuing AI investment cycle, but one in which the cost of capital, power availability and enterprise 

monetisation increasingly determine returns. Demand for compute has not slowed; the pace at which it can be financed, powered and 

monetised has. Backlogs are still rising, Nvidia guides to roughly 70 percent revenue growth next fiscal year on a supply constrained basis, 

and Oracle’s contracted backlog stands at 664 billion dollars.  
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What changed in September is the discount rate applied to those cash flows and the possibility that the fastest layer chooses, or is asked, to 

slow. The proposition of this report is that the AI economy’s risks and returns are now set by the pace of its slow parties, the grids, the capital 

markets, the enterprises and the central banks, that September showed the fast parties themselves beginning to price that pace in, and that 

the repricing under way is the market learning to hold both speeds at once. 

 

 
Figure 1. The speed ladder: latest growth rates across the layers of the AI economy. Sources as in Table 1; measures are not like for like and the chart compares clocks, not quantities. 
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ONE ECONOMY, MANY SPEEDS 

Our framework sorts the AI economy into 5 layers by the clock each one runs on. The capability layer, the frontier models themselves, improves on a 

timetable measured in months: the complexity of tasks a frontier model can complete reliably has doubled roughly every 7 months since 2019 and roughly 

every 4 months since 2023 on the METR measurements. The supply layer, chips, memory and networking, responds within quarters because it sells into 

capital budgets already approved. The capital layer, the hyperscalers and the specialist clouds, commits within years, because a data centre is a building, a 

grid connection and a lease before it is a server. The physical layer, power, transmission and metals, moves at the pace of permitting: the median new 

United States power plant now takes about 5 years from interconnection request to commercial operation. And the demand layer, the enterprises and 

households whose spending has to repay all of the above, moves at the pace of organisational change, which is the slowest clock of all. The McKinsey 

 lobal Institute’s paper of 10  eptember reaches a compatible conclusion from a systems perspective, that capabilities advance exponentially while 

infrastructure is built linearly and organisations change over years, and warns that constraints migrate from one layer to the next as each is relieved. Our 

reading adds the financial consequence: when the fast layers are funded by the slow ones, the slow ones set the price. 

Table 1 and Figure 1 put numbers on the ladder. The rungs are deliberately not comparable, because capability, sales, capital expenditure, electricity and 

output are different quantities; what the ladder shows is the order of magnitude at which each party moves, and that order is the argument of this report. 

The order held in September: the layers that fell furthest were the ones highest on the ladder. 

The speed ladder, latest reading for each party 

Layer Party Latest speed Source 

Capability Frontier models Task horizon doubling every 4 to 7 months METR 

Chips Global semiconductor industry +135.1% year on year, July 2026 SIA 

Chips Nvidia; SK hynix; Broadcom AI revenue +106%; +257%; +221% Company releases, latest quarter 

Developers OpenAI; Anthropic annualised revenue >$40bn, roughly double the end 2025 rate; $65bn Bloomberg, August 2026 

Cloud Oracle OCI; Google Cloud; Azure; AWS +121%; +82%; +43%; +37% Company releases 

Capital 5 technology companies, capital expenditure >$400bn in 2025, about +75% in 2026 IEA, April 2026 

Investment Global private AI investment +127.5% to $344.7bn in 2025 Stanford HAI 

Power Data centre electricity demand +17% in 2025; AI focused sites +50% IEA 

Power Global electricity demand +3.6% in 2026 IEA 

Economy World GDP; world trade +3.0%; +3.5% in 2026 IMF, July 2026 

Economy US labour productivity +2.2% year on year, Q2 2026 BLS 

Enterprise Firms reporting EBIT impact from AI 37%, about the same as 2025 McKinsey, August 2026 

Table 1. Measures are heterogeneous by design: the table compares clocks, not quantities. Company figures are the latest reported quarter or month; developer revenues are press reports of annualised 

run rates. 
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THE SUPPLIERS: WHERE THE GROWTH IS FASTEST 
 

The chip industry is running at the top of the ladder, as Figure 2 shows. The Semiconductor Industry Association reported global sales of 146.8 billion 

dollars in July 2026, calculated by WSTS on a 3 month moving average basis, 6.4 percent above June and 135.1 percent above July 2025, the 17th 

consecutive monthly increase; second quarter sales were 403.3 billion dollars, 35.1 percent above the first quarter, and first half sales reached 702 billion 

dollars, up 102 percent. Incorporating the actual second quarter into its spring forecast, WSTS now calculates the 2026 market at 1,655 billion dollars, 

growth of about 108 percent, with memory up about 302 percent, and 2027 at about 2.1 trillion dollars, a further 29 percent. 

Nvidia’s  uarter to 26 July 2026 is the cleanest e pression of that speed. Revenue was 96.2 billion dollars, up 106 percent on the year, data centre revenue 

89.0 billion dollars, up 117 percent, guidance for the current quarter is 108.0 billion dollars, and the company expects revenue to grow approximately 70 

percent in fiscal 2028 on what its chief financial officer described as a supply constrained outlook. Its purchase commitments rose from 119 billion dollars 

to 279 billion in a single quarter, primarily for memory. The rest of the chain reports the same shape   roadcom’s AI semiconductor revenue rose 221 

percent to 16.  billion dollars and is guided to 21.  billion ne t  uarter  T   ’s August revenue rose 53.3 percent and the company expects full year 

growth slightly above 40 percent in dollar terms on a capital budget raised to 60 to 64 billion dollars; SK hynix reported revenue up 257 percent and 

operating profit up 557 percent at a 76 percent margin, and Samsung Electronics a record 89.5 trillion won of quarterly operating profit, with both 

reporting demand in excess of supply. 

 
Figure 2. Global semiconductor sales and year on year change, 3 month moving average, July 2025 to July 2026, with the WSTS calculation for 2026 and 2027. Source: SIA, WSTS. 
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This layer e plains  eptember in 2 ways. Its growth is a derivative of its customers’ capital budgets, so any change in the pace of the buildout reaches it 

first, and the market has been treating it that way: on 14 September it was the suppliers, not the hyperscalers, that absorbed the selling, a distinction market 

participants quoted by Reuters drew the following day. And the market had already begun to demand more than record results before September. SK 

hyni ’s shares closed 9.6 percent lower on the day it reported the figures above, because the profit fell short of analysts’ estimates despite being a record, 

and  roadcom’s fell after its forecast. On our reading, growth at 200 percent is priced for growth at 200 percent, and a supplier can now miss by growing 

merely very fast. 

 
 

THE BUYERS: SPENDING FASTER THAN THEY EARN 
 

The 4 hyperscalers and Oracle are the AI economy’s demand, and their growth is strong by any standard other than the one above them on the ladder. 

Google Cloud revenue rose 82 percent to 24.8 billion dollars in the second quarter with a backlog of 514 billion dollars   icrosoft’s A ure and other 

cloud services grew 43 percent, passing 100 billion dollars of annual revenue, with customer demand continuing to exceed available capacity; Amazon 

Web Services grew 37 percent to 42.2 billion dollars, its fastest in 18  uarters  and Oracle’s cloud infrastructure revenue rose 121 percent to  .4 billion 

dollars in the quarter to August, with remaining performance obligations of 664 billion dollars, up 209 billion on the year, and demand the company says 

continues to grow faster than supply. 

The spending is growing faster than the revenue, as Table 2 and Figure 3 show. Alphabet raised its 2026 range to 195 to 205 billion dollars from 180 to 

190, citing faster delivery of capacity, with a significant increase e pected in 202   Ama on’s purchases of property and equipment reached 169 billion 

dollars over 12 months, up 64 percent, and its chief executive has indicated about 220 billion dollars this year with capacity still short; Microsoft expects 

about 1 5 billion dollars for calendar 2026 with fiscal 202  higher again. The cash flow line is where the ladder’s 2 speeds meet inside one company. 

Ama on’s free cash flow for the 12 months to June was an outflow of  .6 billion dollars, attributed to a 66.1 billion dollar rise in purchases of property 

and e uipment, primarily for AI  Alphabet’s second  uarter free cash flow was minus 5.9 billion dollars, Oracle’s first  uarter minus 5 billion, and  eta’s 

784 million dollars in a quarter in which operating income fell 8 percent. 

None of these companies is short of money, but 2 of them turned to the markets in the latest quarter: Alphabet issued 49.6 billion dollars of common 

and mandatory convertible preferred stock and 20.3 billion of notes in the June quarter, and Oracle completed a 20 billion dollar at the market share sale. 

CoreWeave, the specialist AI cloud, carried about 35.1 billion dollars of debt on its balance sheet at 30 June on our sum of its 4 debt lines, against 21.4 

billion at the end of 2025, and recorded net interest expense of 640 million dollars in the quarter against 267 million a year earlier, on a revenue backlog 

of 104 billion dollars. The IEA reached the same conclusion from the energy side in April, judging data centre investment to have grown too large to be 

funded from company balance sheets alone and noting that the capital expenditure of 5 technology companies now exceeds global investment in oil and 

natural gas production. Nvidia has become a financier as well as a supplier, announcing platforms with 6 asset managers to mobilise over 500 billion 

dollars of third party capital and disclosing contingent guarantee obligations capped at 105 billion dollars on data centre campuses that will host its 

equipment under 20 year leases to OpenAI. The buildout is therefore a credit exposure as well as a corporate decision, and credit exposures answer to 

the yield curve. 
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The   yers’  oard, latest reported q arter 

Company Cloud or revenue growth Capex, latest quarter 2026 guidance and cash flow 

Microsoft Azure +43% $41.0bn incl. finance leases About $175bn calendar 2026; FY2027 higher 

Alphabet Google Cloud +82% $44.9bn $195 to 205bn, raised; Q2 free cash flow minus $5.9bn 

Amazon AWS +37% $54.2bn About $220bn indicated on the call; trailing free cash flow minus $7.6bn 

Meta Revenue +28% $31.1bn incl. lease principal $130 to 145bn; free cash flow $0.8bn 

Oracle Cloud infrastructure +121% $28.5bn RPO $664bn; Q1 free cash flow minus $5bn 

Table 2. Company definitions of capital expenditure differ and not all of it is AI specific; the comparison is directional. Sources: company releases and calls, July to September 2026. 

 

 
Figure 3. Cloud revenue growth against capital expenditure and free cash flow, 5 buyers, latest reported quarter. Sources: company releases; free cash flow is trailing 12 months for Amazon and the 

latest quarter for the others. 
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THE DEVELOPERS: DOUBLING REVENUES, DEFERRED LISTINGS 
 

The frontier laboratories sit between the suppliers and the buyers, and they are growing at supplier speed. Press reports in August put OpenAI’s annualised 

revenue run rate above 40 billion dollars, roughly double its rate at the end of 2025, and Anthropic’s at 65 billion dollars by the end of July; these are 

reported run rates of private companies, not audited revenues, and the 2 may not be calculated on identical bases. OpenAI was valued at 852 billion 

dollars after a 122 billion dollar round in March and is reported to be weighing a new round at up to 1.5 trillion dollars  Anthropic’s latest round is reported 

to have taken it near a 1 trillion dollar valuation. Neither will list this year. OpenAI has told staff it expects to be public in 2027 or sooner, and Anthropic 

is reported to be in talks to bring in Nvidia as an anchor investor for a listing seeking as much as 100 billion dollars at a valuation of about 2 trillion 

dollars. 

The link between this layer and the exchanges runs through listed holders and suppliers. SoftBank, which has completed a 40 billion dollar investment 

commitment in OpenAI and owns approximately 11 percent of it, is the closest listed proxy for the developers, and its shares fell 10.72 percent on 14 

September, the most in nearly 3 months, on the day the developers spoke. The mechanism is circular financing: developers, suppliers and holders now 

invest in one another and underwrite one another’s growth, which speeds the buildout and also creates a channel through which losses at one party reach 

the others. Nvidia’s guarantees on OpenAI’s leased campuses, its reported talks to anchor Anthropic’s listing and  oft ank’s 40 billion dollar stake in 

OpenAI are the same loop seen from 3 sides. What the developers said on 12 to 14 September was a statement about their own speed. Anthropic’s chief 

executive wrote that the industry must slow the pace at which it improves model capabilities, proposing embedded third party evaluators, coordination 

on safety standards among frontier developers and coordination with  hina  OpenAI’s chief executive endorsed the proposal, wrote that pacing does not 

mean stopping, and said the company would not proceed with a public offering this year on safety grounds; the head of xAI said he agreed. The 

commitments are about process rather than production: none names a rate, a capability ceiling or a date, and none carries regulatory force. The market 

read them as the fastest party in the system proposing to run slower, and it repriced the parties whose growth depends on that speed. 

 

THE SLOW SIDE: ELECTRICITY, GRIDS AND MINERALS 
 

Electricity is the clearest measure of the gap, drawn in Figure 4, because it is measured in the same unit at both ends. Data centres consumed about 415 

terawatt hours in 2024, 1.5 percent of world electricity, and 485 terawatt hours in 2025, a rise of 17 percent, with consumption at AI focused sites up 50 

percent in the year; the IEA projects the total to roughly double to 950 terawatt hours by 2030, about 3 percent of global demand, with AI focused 

consumption tripling and accelerated servers growing about 30 percent a year. The system supplying that load grows at a different rate: global electricity 

demand is forecast to rise 3.6 percent in 2026 and 3.8 percent in 2027, and demand in the United States, which held 45 percent of data centre consumption 

in 2024, by close to 2 percent this year. 
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The bottleneck is the connection rather than the generation. Lawrence Berkeley National Laboratory counts about 8,200 projects and 2,061 gigawatts of 

generation and storage waiting in United States interconnection queues at the end of 2025, and reports that the median project built in 2025 took 61 

months from request to operation, against 22 months in 2008. Microsoft told investors in October 2025 that it had chips it could not deploy for lack of 

powered, ready to occupy space, at least 75 data centre projects worth some 130 billion dollars were blocked or delayed by community opposition in the 

first quarter of 2026 alone, and New York signed the first statewide permitting freeze on large data centres in July. Grid spending is projected to approach 

550 billion dollars in 2026, up nearly 20 percent. Below the grid sits the metal: the IEA projects a copper supply deficit of about 25 percent by 2035 on 

the current project pipeline and notes that prices for aluminium, copper and tin rose by one third between January 2025 and April 2026, with copper at 

record highs. Mines and grids take years to build, which places them at the slow end of the ladder and makes them the layer where the fast end’s demand 

converts most directly into price rather than volume. 

 
Figure 4. Data centre electricity consumption, 2024 to 2030, against the growth of total global electricity demand. Source: IEA. 
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yet the share attributing any EBIT impact to AI is 37 percent, about the same as in 2025, and the share qualifying as high performers is flat at about 6 

percent. The difference is organisational: nearly 3 quarters of high performers report fundamentally redesigning workflows around AI, against a quarter 
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operating costs, including token costs, constrained their use. 
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The official statistics show an investment pulse that has not yet become a productivity pulse. United States nonfarm business productivity rose 2.2 percent 

year on year in the second quarter, with unit labour costs up 1.4 percent and the labour share of income at 52.8 percent, the lowest in the series. Real 

GDP grew at an annual rate of 1.5 percent in the quarter, with the rise in investment led by equipment, including information processing equipment, on 

data drawn primarily from imports; United States imports of AI related goods are estimated at around 750 billion dollars in 2026, about as much as its 

imports of cars, oil and gas and pharmaceuticals combined, while total private investment as a share of GDP has stayed flat even as data centre investment 

has soared. Nonfarm payrolls rose 162,000 in August with unemployment at 4.1 percent, but information sector employment fell 23,000, including 8,000 

in computing infrastructure and data processing, and average hourly earnings rose 3.1 percent against consumer price inflation of 3.4 percent. 

At the top of the aggregation the AI cycle is a support, not a transformation. The I  ’s July update pro ects world growth of 3.0 percent in 2026 and 3.4 

percent in 2027, describing the slowdown as the effect of the Middle East conflict partly offset by accelerated momentum in the global technology cycle 

driven by advances in artificial intelligence, with world trade growth slowing to 3.5 percent and global inflation rising to 4.7 percent. The 4 largest net 

exporters of AI hardware, which the Fund lists as Taiwan, Korea, Thailand and Malaysia, have surprised on the upside by an average 4.4 percentage points 

at an annualised rate while the rest of the world surprised by minus 0.3, and the  und warns that “AI hype and e uberant financial markets could, at the 

same time, sow the seeds of macrofinancial instability.” The  orld  ank’s June forecast is 2.5 percent.  istory supplies the timing: steam took about a 

century from commercialisation to its peak effect on growth, electricity about 40 years and computers and the internet about 25. 

 
Figure 5. The enterprise funnel: regular use, scaling across the enterprise, any EBIT impact and high performers, 2025 and 2026. Source: McKinsey, The state of AI in 2026. 
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MARKET SPECIAL: WHERE THE BILLIONS WENT 

The September repricing followed at least 2 earlier drawdowns this year and was the first to begin with a statement from the developers themselves. 

Nvidia lost roughly 1 trillion dollars of market value in less than 2 months from its 14 May high  in the week to 29 July, 20 of the world’s most valuable 

chip stocks lost 1.3 trillion dollars, with the Philadelphia semiconductor index down nearly 20 percent in a month after a 92 percent rise in 12; and in June 

the largest technology companies had each fallen at least 8 percent in the month. The broad market recovered after each episode, with the S&P 500 setting 

its high on 13 August even as the semiconductor index and Nvidia stayed below their June and May peaks, so the September move landed on a market 

about 2 percent below its all time highs at the time, with the S&P 500 up more than 11 percent for the year. 

The sequence, set out in Table 3, ran from east to west, and we published it session by session in our wraps. On Monday 14 September the Kospi closed 

3.26 percent lower, SoftBank fell 10.72 percent, and SK hynix and Samsung Electronics closed down more than 6 and 4 percent; in Europe the Stoxx 

Europe 600 technology index closed 2.12 percent lower, ASML fell about 6 percent and  ilan’s  T    I  1.68 percent against a 0.49 percent decline in 

the Stoxx Europe 600, while healthcare rose 2.72 percent; in New York the Philadelphia semiconductor index fell 5.9 percent, the Nasdaq 100 lost 0.82 

percent, the S&P 500 0.48 percent and the Dow 0.29 percent, with Nvidia down about 3 percent and Hewlett Packard Enterprise about 11 percent. 

Before the open, 6 United States listed chip companies had already shed 360.5 billion dollars of market value at their premarket prices, on our calculation 

of 14 September, while Palo Alto Networks and CrowdStrike jumped more than 13 percent each as cybersecurity shares rallied. Tuesday brought the rate 

leg, plotted in Figure 7: the 10 year Treasury yield, which had touched 5 percent on Monday for the first time since 2023, rose to 5.039 percent, its highest 

since July 2007, global bonds sold off with it, and the S&P 500 fell 0.45 percent. On Wednesday the Federal Reserve raised its target range by a quarter 

point to 3.75 to 4.00 percent by a 12 to 0 vote, its first increase in more than 3 years, and its median projection of 4.1 percent for the end of 2026 implies 

one more; the Dow fell 631 points, 1.21 percent, to a 3 month low, and the MSCI World index 0.7 percent to a 6 week low, while Asia and Europe, which 

closed before the decision, rose. 

Closes and changes, 3 sessions, 5 markets 

Index 14 September 15 September 16 September 

S&P 500 7,619.98 (-0.48%) 7,585.73 (-0.45%) 7,551.81 (-0.45%) 

Nasdaq Composite 26,186.41 (-0.56%) 25,981.57 (-0.78%) 25,978.42 (-0.01%) 

Dow Jones Industrial Average 52,421.20 (-0.29%) 52,093.11 (-0.63%) 51,461.90 (-1.21%) 

Philadelphia semiconductor index -5.9% n/a 11,246.11 (+0.63%) 

Kospi (South Korea) 6,684.37 (-3.26%) 6,627.26 (-0.85%) 6,717.97 (+1.37%) 

Nikkei 225 (Japan) 63,492.99 (-0.81%) 63,484.10 (little changed) 63,923.00 (+0.69%) 

Stoxx Europe 600 635.99 (-0.49%) 634.18 (-0.28%) 637.09 (+0.46%) 

Stoxx Europe 600 technology -2.12% -0.46% +0.65% 

US 10 year Treasury par yield 4.97% 5.00% 5.01% 

Table 3. Closes from our published wraps and from market reports [9, 10, 11]; the semiconductor index change for 14 September is as reported by Bloomberg; the European technology index changes 

are day on day as carried by the vendor feed on each day; the 15 September semiconductor close was not captured. Yields are the official daily par curve. 
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The cumulative damage is concentrated where the ladder is steepest. From the close of 11 September to the close of 16 September, on our calculation 

against our published closes and vendor quote data, the S&P 500 fell 1.37 percent, the Nasdaq Composite 1.35 percent and the Dow 2.11 percent, while 

Arm fell  .86 percent,  roadcom 6.21 percent,  icron 4.99 percent, T   ’s  nited  tates listing 3.58 percent and Nvidia 2.01 percent, which alone is 

about 106 billion dollars of market value on its 11 September capitalisation of 5.26 trillion. The buyers did not move as a group: Meta rose 3.90 percent 

over the 3 sessions while Amazon fell 4.21 percent, more than Nvidia. Set against their 52 week highs the picture is larger. On vendor quote data at the 

16 September close, and holding share counts constant, the 9 listed AI infrastructure names in Table 4 are about 3.1 trillion dollars below their peak 

valuations and the 4 largest buyers about 2.0 trillion below theirs, with Oracle 56.6 percent below its September 2025 high, Arm 46.1 percent, Broadcom 

31.4 percent and Nvidia 9.6 percent. The Philadelphia semiconductor index is 23.3 percent below its 22 June high, against 3.4 percent for the S&P 500; 

Figure 6 plots the same distances. 

 

Value below the peak: 13 listed parties to the AI economy, 16 September 2026 close 

Company Market value, $bn Below 52 week high Value below peak, $bn 

Nvidia 5,155 -9.6% (14 May 2026) 546 

Broadcom 1,621 -31.4% (3 June 2026) 742 

Micron 1,046 -26.2% (25 June 2026) 371 

TSMC, US listing 2,166 -12.8% (30 June 2026) 318 

Intel 534 -29.0% (30 June 2026) 218 

Arm 261 -46.1% (18 June 2026) 223 

AMD 837 -12.4% (30 June 2026) 118 

Oracle 433 -56.6% (22 September 2025) 563 

CoreWeave 46 -45.6% (10 October 2025) 39 

Nine infrastructure names 12,099  3,138 

Microsoft 3,641 -11.5% (28 October 2025) 471 

Alphabet 4,118 -16.1% (18 May 2026) 790 

Amazon 2,653 -14.4% (3 August 2026) 445 

Meta 1,715 -14.9% (19 September 2025) 299 

Four buyers 12,127  2,005 

Table 4. Our calculation from CNBC quote data at the 16 September 2026 close: value below peak is the current market value multiplied by the ratio of the 52 week high to the last price, less the 

current market value, so share counts are held at today’s level and buybacks and issuance, including Oracle’s 20 billion dollar share sale, are ignored. The highs fall on different dates, so the sums are 

an aggregate distance below respective peaks, not a single day’s loss. 
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The repricing is not a collapse, for 2 reasons. The market has distinguished between the layers: advancing stocks outnumbered decliners inside the S&P 

500 by 1.3 to 1 on 14 September, a day the index fell, on the count in our wrap, and healthcare in Europe and cybersecurity in New York rose on the day. 

And valuation has adjusted: the decline left the S&P 500 at 19 times expected earnings, its cheapest since April 2025, and vendor quote data put Nvidia 

at 1 .  times the ne t 12 months’ earnings against 2  times trailing earnings. The semiconductor inde  was still up 5  percent for 2026 after  onday’s 

fall, and    I’s AI basket had risen more than 120 percent since  hat  T’s launch. What was lost in September was not the trade; it was the assumption 

that the trade was insensitive to rates and to the pace of the frontier. 

 

 
Figure 6. Distance below 52 week high, 13 listed parties to the AI economy and 5 indices, 16 September 2026 close. Source: our calculation from CNBC quote data. 
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Figure 7. The rate leg: the official 10 year and 2 year par yields, 1 to 16 September 2026, and the federal funds target range. Sources: US Treasury, Federal Reserve. 

 

THE FEEDBACK LOOP: WHY THE SLOW PARTIES NOW SET THE PACE 
 

The AI economy runs on a loop: better models encourage adoption, adoption attracts investment, investment expands infrastructure and research, and 

research produces better models. Until now that loop has run largely on internal cash and on grid connections already secured. In 2026 each condition 

has changed, and each change runs through a slow party: internal cash has given way to equity, notes and leases, so a 10 year Treasury yield at 5 percent 

with a Federal Reserve projecting a further rise is the same variable for a data centre lease, a utility bond and a chipmaker’s multiple  grid connections are 

set by queues measured in years; monetisation is set by enterprises whose EBIT conversion has not moved in a year. The result is that investments across 

the AI system are correlated even when the companies operate in entirely different industries, because they depend on the same variable, the pace of the 

buildout. September demonstrated it: a statement about model capabilities, made by developers who sell no chips and own no grids, moved ASML, SK 

hynix, SoftBank, CoreWeave and the cybersecurity vendors, each in the direction its position on the ladder dictated. That is what a general purpose 

technology looks like in the years between the investment pulse and the productivity dividend, and it is why our watch list in the outlook below is built 

from the slow layers rather than the fast ones. 
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OUTLOOK: THREE PATHS TO 2027 
 

Convergence: the slow side catches up - Enterprise conversion broadens and the share of firms reporting EBIT impact rises from 37 percent, 

productivity holds above 2 percent, and interconnection reform and on site generation shorten time to power. Capital expenditure grows into revenue 

rather than ahead of it, free cash flow at the buyers turns positive despite record spending, and the semiconductor cycle decelerates from triple digit 

growth without contracting, along the WSTS path of about 108 percent in 2026 and 29 percent in 2027. This is the path the buyers’ backlogs describe, 

and it requires the slowest party, the enterprise, to move faster than it has in the past year. 

Managed gap: the central scenario - Demand for compute keeps exceeding supply, as Nvidia, Microsoft, Amazon, Oracle, SK hynix and Samsung 

each state, but the funding of the buildout migrates further into debt, leases and third party capital at a 5 percent risk free rate, and the fast layer’s growth 

is capped by power, memory and financing rather than by orders. The developers pace capability gains through evaluators without a formal slowdown, 

listings proceed on longer timetables, and the market keeps pricing the suppliers at a discount to their growth. Returns concentrate in parties that control 

a physical constraint and in customers that redesign work rather than add tools. Episodes like July and September recur, each a repricing of pace rather 

than of demand. 

Reversal: capital outruns monetisation - A higher cost of capital, a policy imposed pace limit on frontier development and a further year of flat 

enterprise conversion combine to reduce orders. Supply catches demand before revenue justifies the installed base, utilisation and cloud pricing soften, 

depreciation and interest rise faster than operating profit, and circular financing transmits losses between parties. The suppliers absorb the adjustment 

first, as they did in the premarket of 14 September, and the equity drawdowns of Table 4 become credit events for the most leveraged builders. The I  ’s 

warning about the seeds of macrofinancial instability is written for this path. 

 

Which path is being taken will be decided by 6 observable series, none of them a model benchmark: the ratio of cloud revenue growth to capital 

expenditure growth at the 5 buyers; free cash flow after infrastructure investment at the same 5, negative at 3 of them; the share of enterprises reporting 

EBIT impact, stuck at 37 percent, and the productivity series behind it; time to energisation in the interconnection data, at 61 months for projects 

completed in 2025; the 10 year Treasury yield and the Federal Reserve’s path, because every lease, note and guarantee in this cycle is priced from them  

and the equity and credit performance of the most leveraged builders, where a valuation shock becomes a financing shock. 
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CONCLUSION 
 

The AI economy is real, large and growing at rates far above anything else in the world economy: chip sales up 135 percent, the leading supplier’s revenue 

up 106 percent, developer revenues reported to have roughly doubled within a year at OpenAI, and cloud growth of 82 percent at one provider and 121 

percent at another. It is also embedded in a world economy growing 3 percent, an electricity system growing under 4 percent, a productivity trend of 2 

percent and an enterprise base whose financial conversion has not moved in a year. September 2026 was the month in which markets stopped pricing the 

first set of numbers on its own. On our calculation, 13 listed parties to the AI economy stand about 5.1 trillion dollars below their respective peak 

valuations, an aggregate distance that measures the repricing of speed, not the disappearance of demand. The backlogs and supply constraints reported 

by every large supplier and buyer are inconsistent with a cycle that has ended; what has changed is where the returns will be made. In the next phase the 

scarce assets are the slow ones: grid connected power, financed and contracted capacity, memory and packaging, redesigned workflows and patient capital 

at a 5 percent risk free rate. The technology can keep moving at software speed. The economy that must pay for it, power it and use it moves at its own, 

and the gap between the 2 is now the price that every party in the chain, from Santa Clara to Riyadh, is learning to pay. 

 

 

 

 

 

 

 

 

METHODOLOGY AND VERIFICATION NOTE 

Company figures are taken from the companies’ own earnings releases, regulatory filings and call transcripts for the latest reported period, read at source; figures for private developers 

are annualised revenue run rates as reported by the named outlet, are not audited revenues and may not be calculated on identical bases. Macroeconomic, energy and statistical figures 

are from the IMF, the World Bank, the IEA, the US Bureau of Labor Statistics, the Bureau of Economic Analysis, the Federal Reserve, the US Treasury, the SIA and WSTS 

and Lawrence Berkeley National Laboratory; survey figures are McKinsey’s. Market closes are from CNBC, Reuters and Bloomberg market reports and from The Edge’s own 

published wraps, whose rows are confirmed at the exchanges or index administrators. Every calculation labelled as ours is described where it appears; the value below peak figures in 

Table 4 hold share counts constant and are an aggregate distance below respective peaks, not a loss on a single day. Growth rates in the speed ladder are heterogeneous by design. 

Data as of the close of 16 September 2026; the Bank of England and the Bank of Japan decide on 17 and 18 September, after the cut off. Nothing in this report constitutes 

investment advice. 
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