
Consensus 2027 hyperscaler capex estimates are too conservative. Analyst n

estimates imply hyperscaler capex will equal $920 billion in 2027, representing a 
sharp deceleration in growth from 84% in 2026 to 22% in 2027. We estimate that 
if incremental investment reaches 2-3% of GDP, similar to the build-out of 
railroads and autos, hyperscaler capex would reach roughly $1.1 trillion in 2027 
(45% growth). In a more extreme upside scenario, hyperscaler cash flow 
generation and investment grade credit market capacity would imply potentially 
$1.4 trillion in capex (89% growth). 

Upside to AI capex implies upside to earnings and share prices of AI n

infrastructure beneficiaries in the near term. Most of the price gains in the AI 
infrastructure complex have been driven by earnings. However, recent valuation 
expansion and positioning dynamics suggest additional volatility ahead. The P/E 
of the median AI infrastructure stock has expanded to 26x, the highest multiple 
since the launch of ChatGPT. The median P/E has increased YTD within 
Semiconductors and power ex-Utilities but not among the hyperscalers nor 
memory stocks. 

In the medium term, investors must balance stronger-than-expected capex n

spending with the risks from a potential deceleration in that spending and 
uncertainty surrounding the persistence of recent earnings power. Investor 
expectations that earnings will persist appear less demanding among the 
hyperscalers relative to Semiconductors ex-Memory. However, recent 
hyperscaler equity issuance underscores the importance of positive revenue 
revisions. 

Corporate commentary during Q1 earnings season painted a similar picture to n

economy-wide surveys that suggest enterprise adoption is nascent. Roughly 54% 
of companies discussed AI in the context of productivity on their earnings call. 
However, just 11% of companies quantified the AI productivity gains on a 
specific use case and only 2% of companies quantified the impact of AI 
productivity on earnings (vs. 10% and 1%, respectively, last quarter). There was 
little differentiation in company margins and share price reactions between 
companies that discussed using AI and those that did not. 

The AI enabled versus AI disrupted debate will persist and drive return n

dispersion. Investors are debating the “terminal value” of equities as lower-cost 
competition potentially places downward pressure on incumbent revenue 

Ryan Hammond 
+1(212)902-5625 | 
ryan.hammond@gs.com 
Goldman Sachs & Co. LLC 

Ben Snider 
+1(212)357-1744 | ben.snider@gs.com 
Goldman Sachs & Co. LLC 

Jenny Ma 
+1(212)357-5775 | jenny.ma@gs.com 
Goldman Sachs & Co. LLC 

Daniel Chavez 
+1(212)357-7657 | 
daniel.chavez@gs.com 
Goldman Sachs & Co. LLC 

Kartik Jayachandran 
+1(212)855-7744 | 
kartik.jayachandran@gs.com 
Goldman Sachs & Co. LLC 

Christophe Sung 
+1(212)902-3841 | 
christophe.sung@gs.com 
Goldman Sachs & Co. LLC

10 June 2026 | 5:16PM EDT

 

Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
certification and other important disclosures, see the Disclosure Appendix, or go to 
www.gs.com/research/hedge.html. 

Portfolio Strategy Research

US EQUITY VIEWS 

More AI capex, more volatility

c4
5a

43
53

0f
60

4d
12

bc
b9

a8
2b

5a
a6

b9
f6



growth and profit margins. Software P/E valuations peaked at 39x last year, 
troughed at 21x in March, and currently stand at 25x, with wide dispersion between 
data infrastructure and services-oriented stocks. In an illustrative discounted cash 
flow model, we estimate that 85% of the present value of Software was in the 
terminal value at the start of the year. The YTD decline in Software valuations can be 
explained by only modest changes to long-term growth and margin assumptions.
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AI-exposed equities, and the infrastructure complex in particular, have powered 
the US equity market to new highs. “Phase 2” AI infrastructure stocks have rallied by 
40% since the start of Q2, driven primarily by strong capex spending. Notably, the 
mega-cap hyperscalers have recently participated in the rally as evidence of return on 
investment has strengthened. “Phase 3” stocks with potentially AI-enabled revenues, 
such as Software, have rebounded from their lows while “Phase 4” stocks with the 
largest potential productivity gains from AI have continued to trade sideways. 

 

At the same time, the return dispersion within AI-exposed equities has reached a 
new high in Q2. Last week injected volatility to the AI trade, driven in part by 
disappointing AVGO earnings and headlines about hyperscaler equity issuance and 
amplified by investor positioning. The standard deviation of returns of a basket of 
AI-exposed equities has surged to 53 pp in Q2, marking the widest dispersion of returns 
since the launch of ChatGPT. That return dispersion has generally been created by 
varying degrees of positive returns within the infrastructure phase in contrast with 
positive and negative returns within the application complex.  

 

Exhibit 1: Performance of AI-related stocks 
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Source: Goldman Sachs Global Investment Research
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The latest leg of the infrastructure complex has primarily been driven by another 
wave of hyperscaler capex upgrades. Consensus 2026 estimates for hyperscaler capex 
have increased by $200 billion since the start of the year. Analysts now expect the group 
to spend $757 billion on capex in 2026, representing year/year growth of 84%. 

 

The hyperscalers are on track to allocate all of their cash flows from operations to 
capex this year. Alongside strong capex spending, the group has sharply reduced share 
repurchases. 

 

Exhibit 2: Return dispersion of AI-exposed equities 
standard deviation of returns of GSTMTAIP basket constituents 

 

Exhibit 3: Distribution of AI-exposed equities’ YTD returns 
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Exhibit 4: Consensus expects the hyperscalers will spend $757 billion in 2026 and $920 billion 
in 2027 

$158
(+21%)

$154
(-2%)

$237
(+54%)

$412
(+73%)

$757
(+84%)

$920
(+22%)

$0

$200

$400

$600

$800

$1,000

$1,200

2022 2023 2024 2025 Consensus
2026

Consensus
2027

Hyperscaler capex
(billions)

AMZN

META

GOOGL

MSFT

ORCL

 
 

Source: FactSet, Goldman Sachs Global Investment Research

10 June 2026   4

Goldman Sachs US Equity Views

c4
5a

43
53

0f
60

4d
12

bc
b9

a8
2b

5a
a6

b9
f6



 

We believe consensus 2027 capex estimates are once again too conservative. 
Consensus estimates imply hyperscaler capex will equal $920 billion in 2027, 
representing a sharp deceleration in growth from 84% to 22%. Analyst estimates have 
been too conservative during each of the past three years by an average of 45 pp. 

 

The latest earnings season and recent corporate issuance point to upside risk to 
consensus capex estimates in 2027. The larger-than-expected revenue backlog for the 
group highlights the persistent imbalance between AI supply and demand. Google Cloud 
and Amazon’s AWS combined backlog equaled $832 billion as of Q1 compared with 
$358 billion six months ago. Our equity analysts do not expect a supply/demand balance 
will be reached until 2H 2027 at the earliest. GOOGL stated it expects to “significantly 

 

Exhibit 5: Hyperscalers expected to allocate 100% of cash flows from operations to capex 
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Source: Compustat, FactSet, Goldman Sachs Global Investment Research

 

Exhibit 6: Consensus hyperscaler capex estimates versus 
realized capex 

 

Exhibit 7: Recent consensus hyperscaler capex estimate 
revisions 
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increase” 2027 capex compared to 2026 and recently raised $86 billion in equity, in part 
to fund AI spending. There are press reports that META is also considering raising equity. 

 

Our equity analysts believe that token consumption will increase by 24x through 
2030, led by enterprise agents. The hyperscalers have messaged that their capex 
spending plans are driven by strong demand signals. Hyperscaler capex will depend on 
token demand, energy intensity, and input costs. Higher input costs also puts upward 
pressure on the nominal dollars of capex required to support a given amount of token 
consumption. 

Historical technology cycles provide precedent for more than $1 trillion in capex in 
2027. Incremental AI spending equated to 0.9% of GDP in 2025 and is estimated to 
reach 1.5% of GDP in 2026. This impulse is similar to the peak impulse during the 1990s, 
but below the peak of 2-3% during the railroads and electric motor build-outs. We 
estimate that 2027 hyperscaler capex would equal $950 billion if the incremental 
investment impulse reaches 2% of GDP and $1,250 billion if it reaches 3% of GDP. 

 

Exhibit 8: AI hyperscaler 2027 capex scenarios 

$757
84%

$920
22%

$950
26%

$994
31%

$1250
65%

$1433
89%

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

$1,800

$2,000

Consensus
2026

Consensus
2027

Incremental
investment

equals 2% of
GDP

GS equity
analysts

Incremental
investment

equals 3% of
GDP

CFO and IG
market

capacity

2027 AI hyperscaler capex scenarios
($ billion)

 
 

Source: Goldman Sachs Global Investment Research

10 June 2026   6

Goldman Sachs US Equity Views

c4
5a

43
53

0f
60

4d
12

bc
b9

a8
2b

5a
a6

b9
f6



 

Availability of capital is unlikely to prevent another year of strong capex growth in 
2027. Since the start of 2025, hyperscaler net debt has increased by $170 billion, but 
their collective net debt to EBITDA remains extremely low at 0.4x. The hyperscalers 
could increase their net debt by up to $950 billion and still carry a net leverage ratio 
below 1x, consistent with the upper end of the range of companies with AA ratings or 
better. However, our credit strategists estimate the near-term USD investment grade (IG) 
market capacity is likely smaller than that, based on the current composition of 
single-issuer weightings and potential market saturation constraints, though the extent 
of how “binding” these will be is still a subject of investor debate. Using the USD IG 
index-eligible debt weightings of money center banks as a guide, they estimate an 
incremental $450 billion of issuance for the four largest hyperscalers before reaching 
the sizing of the index’s current largest issuers. As a result, our credit strategy team 
expects other syndicated debt financing markets, such as ex-USD corporate bond 
issuance and new JV “project finance style” structures to play a larger role in the years 
ahead. They also see significant scope for the private infrastructure market to fill some 
of the financing need. The hyperscalers could also tap into existing cash balances or use 
alternative financing sources, such as equity issuance. 

Physical capacity could limit hyperscaler capex surprises. There are numerous 
delayed data center projects in the pipeline and memory, power, and labor have been 
flagged as constraints to the capex build-out. We believe the recent rise in interest rates 
could make debt financing more expensive but is unlikely to meaningfully derail large AI 
hyperscaler capex spending. The AI hyperscalers appear to be taking a long-term 
approach to their capex spending plans and the strong balance sheets of large AI 
hyperscalers means that their cost of financing remains historically low even after the 
backup in yields. The increase in interest rates could pose more of a headwind to the 
smaller AI hyperscalers that carry more leverage.  

 

Exhibit 9: GS equity analysts forecast a 24x increase in 
token consumption by 2030 

 

Exhibit 10: Incremental investment in emerging 
technologies as a share of GDP 
“US Generative AI” includes 2026 forecast 
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Upside to AI capex should drive further upside to earnings and share prices of AI 
infrastructure stocks in the near term. Most of the rally in the beneficiaries of AI 
infrastructure spending during the past few years has been driven by earnings. 

However, rapid price appreciation, elevated valuations, and crowded positioning in 
some slices of the infrastructure complex increase the risk of volatility. The rally in 
some AI infrastructure stocks has accelerated in recent weeks, outpacing consensus 
earnings estimates and delivering risk-adjusted returns unlikely to be sustained. One of 
the most consistent signals from similar narrow breadth markets in the past is 
Momentum factor volatility. Our TMT Trading Desk highlighted the use of leverage and 
options in recent weeks, which could amplify these reversals, as has been apparent in 
recent days. 

 

Exhibit 11: Hyperscaler net debt to EBITDA has risen but is 
close to zero 

 

Exhibit 12: Sizing potential IG market issuance capacity 
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Source: Compustat, Goldman Sachs Global Investment Research
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The valuations of many pockets of the AI infrastructure complex have recently 
expanded. On a dollar-weighted basis, AI infrastructure stock valuations have not 
expanded. However, the forward P/E of the median stock in the GS TMT Data Center 
basket has broken out of its range during the past two years (Exhibit 14). For the median 
stock year to date, returns within every segment of AI infrastructure have outpaced 
positive earnings revisions except the hyperscalers and memory stocks. 

 

Exhibit 13: Rapid price appreciation with low volatility in many pockets of AI infrastructure 

0

1

2

3

4

5

6

7

8

9

0%

50%

100%

150%

200%

250%

300%

Memory Optical
networking

Semis Electrical
grid

Power ex-
Utilities

Liquid
cooling

Hyper-
scalers

Utilities

YTD returns within the AI 
infrastructure complex

(equal-weighted average)

YTD return scaled
to volatility
(right axis)

 

Memory = Micron, Sandisk, SK hynix, Samsung, Optical networking = GSXUOPTI, Semis = GSCBSMHX, Electrical grid = 
GSXUGRID, Power ex-Utilities = GSENEPOW excluding GICS Utilities, Liquid cooling = GSXUCOOL, Hyperscalers = AMZN, 
GOOGL, META, MSFT, ORCL, Utilities = GICS Utilities in GSENEPOW. 

 

Source: FactSet, Goldman Sachs Global Investment Research
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Investor expectations that recent earnings strength will persist appear most 
conservative within Memory and the hyperscalers. We compare the change in market 
cap andorward earnings of various AI infrastructure baskets since 2023 as a proxyor 
how long the market expects those earnings to persist. That ratio is most extreme 
among optical networking stocks. The incremental market cap among Semiconductors, 
where most of the value in the chain has accrued thusar, is 14x the change inorward 
earnings. In contrast, expectations are more conservative among the hyperscalers, 
which should be less sensitive to an eventual tapering in capex spending. Incremental 

 

Exhibit 14: P/E of the median AI infrastructure stock had 
been range-bound until recently 

 

Exhibit 15: YTD change in earnings vs. price among AI 
infrastructure complex 
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market cap vs. earnings is lowest within Memory, but there is ongoing debate about 
whether the industry will revert to its historically cyclical properties. 

 

While we believe the trajectory of AI infrastructure stocks is higher, both the micro 
and the macro pose risks to that view. From a macro perspective, a resolution of the 
US-Iran war is the clearest near-term catalyst. We expect this would lead to a tactical 
broadening in the equity market, especially among oil-sensitive industries such as 
Consumer Discretionary. However, our baseline macro forecasts assume that growth will 
be close to trend and the Fed will be on hold through year-end, ultimately paving the 
way for AI to regain leadership. We expect a more severe economic downturn would 
weigh on equities broadly, including AI-exposed stocks. 

From a micro perspective, enterprise adoption and the persistence of bottlenecks 
represent the clearest risks. The willingness of the hyperscalers to spend and investors 
to reward increased capex has been largely predicated on strong demand signals. This 
dynamic would change if that demand weakens, for instance because the estimated 
productivity gains do not justify the cost of tokens. Weakening demand would threaten 
the entire AI complex, but especially companies in the infrastructure layer, where most 
of the value has accrued thus far. AI infrastructure stocks with strong pricing power due 
to bottlenecks, such as memory or power, are also at risk of easing bottlenecks or 
improving efficiency.  

Strengthening evidence of AI monetization should support the AI hyperscalers, but 
equity issuance poses a risk. Earlier this year, we laid three out catalysts that would 
help hyperscalers regain market leadership: (1) An acceleration in AI-related revenues; 
(2) Decelerating capex growth; (3) A shift in the macroeconomic backdrop from 
accelerating growth to decelerating growth. While capex growth has not slowed yet, Q1 
earnings season showed further reacceleration in cloud revenues and sizable backlogs. 
In addition, the profitability of those cloud workloads far exceeded consensus 
expectations. However, growing interest in equity issuance among the group suggests 
investors will remain focused on return on investment, given the dilutive impact and 
limited signs of a deceleration in capex growth. From a macro perspective, both our 
economists and investors have lowered their growth expectations following the US-Iran 

 

Exhibit 18: Change in market cap vs. earnings across AI infrastructure complex 

2y fwd EV/EBITDA P/E to EPS growth Change since 2023 (bn) Incremental
5y % prem to 2y fwd 3y fwd EPS PEG Market 2y fwd market cap /

Infrastructure bucket Current median 5y median P/E growth ratio cap EBITDA EBITDA
Memory 5 4 12 7 4 0.8 2,813 647 4

Utilities 11 10 (2) 17 10 1.8 246 44 6

Hyperscalers 11 12 (19) 19 18 1.0 7,879 699 11

Semiconductors 23 16 27 27 20 1.3 11,725 812 14

Liquid cooling 13 12 13 21 14 1.5 537 23 23

Power ex-Utilities 17 12 44 28 20 1.2 585 24 24

Electrical grid 17 10 62 28 20 1.4 682 25 27

Optical networking 22 10 105 28 23 1.1 1,309 32 41
 

Memory = Micron, Sandisk, SK hynix, Samsung, Optical networking = GSXUOPTI, Semis = GSCBSMHX, Electrical grid = GSXUGRID, Power ex-Utilities = GSENEPOW 
excluding GICS Utilities, Liquid cooling = GSXUCOOL, Hyperscalers = AMZN, GOOGL, META, MSFT, ORCL, Utilities = GICS Utilities in GSENEPOW. 

 

Source: FactSet, Goldman Sachs Global Investment Research
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war, which has weakened the case for a broadening within the equity market. 

 

Progress on AI application roll-out has benefited a handful of software companies 
but also increased perceived disruption risk from AI. For much of the past few 
months, investors appeared to believe that private AI companies would be more 
effective than public companies in capturing AI-related revenues. A group of public 
software companies saw valuations contract from 36x in late 2025 to 21x in March. In 
contrast, the largest private frontier AI labs have announced sharp increases in 
annualized revenue run rates and, in turn, private market valuations. However, software 
stocks have rebounded in recent weeks and their P/E currently stands at 25x. 

We continue to expect AI disruption uncertainty will persist and drive wide return 
dispersion. The threat of disruption will likely represent a persistent overhang until the 
later stages of AI adoption, which could take years. As we previously discussed, this 
phase of the AI technology cycle is likely to lead to “winners” and “losers”, in contrast 
with the infrastructure phase. 

 

Exhibit 19: Cloud business revenues and margins 
 

Exhibit 20: Cloud companies’ revenue expectations have 
been improving 
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Source: Goldman Sachs Global Investment Research

 
 

Source: FactSet, Goldman Sachs Global Investment Research
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That dispersion has been apparent during the recent Software rebound. Some 
software companies demonstrated strong and accelerating revenue growth that was 
enabled by AI during the latest Q1 earnings season. Within a group of software stocks, 
investors have been rewarding data infrastructure stocks but avoiding industry-specific 
software and services stocks. Our equity analysts highlight signs of green shoots at 
incumbent application software vendors, but more consistent AI-driven 
outperformance will take at least another couple quarters. 

 

Exhibit 21: Public software companies remain well below their valuations from late 2025 
Software = IGV 
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Source: FactSet, Goldman Sachs Global Investment Research
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The risk from AI disruption has intensified debate about the “terminal value” of 
equities, as low-cost competition potentially places downward pressure on 
incumbent revenue growth and profit margins. Based on a 10-year dividend discount 
model, we estimate that the terminal value of the S&P 500 represents roughly 75% of its 
equity value today, near the highest level in 25 years. 

 

Exhibit 22: Wide dispersion in Software returns YTD 
based on RBICS classifications within IGV, excludes industries with only two stocks 
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Source: FactSet, Goldman Sachs Global Investment Research
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For industries perceived to be most at risk from disruption, such as Software, their 
value is especially sensitive changes in its long-term outlook. Based on an illustrative 
discounted cash flow model for large-cap Software, we estimated that 85% of its value 
was in the terminal value of Software at the start of the year. This DCF demonstrates that 
only modest changes to the long-term growth and margin assumptions would be 
consistent with the decline in Software valuations and price experienced YTD. 

 

We remain in the early stages of enterprise AI adoption that we expect will 
eventually lead to widespread productivity gains. According to the Census Bureau’s 
Business Trends and Outlook Survey, AI adoption by firms equaled 19.5% among US 

 

Exhibit 23: Estimated share of S&P 500 value in the “terminal value” 
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Exhibit 24: Growth vs. margins by sector 
sales growth = 30-year average, net profit margin = 5-year 
average 

 

Exhibit 25: Sensitivity of Software to DCF assumptions 
illustrative DCF assuming no change in other variables 
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establishments with adoption expected to rise to 22.7% in the next 6 months. Based on 
the survey, sales and marketing, strategy and business development, and R&D are the 
most common AI use cases among adopters today. In addition, most firms are using AI to 
supplement a small number of employee work tasks and AI adoption has had a minimal 
impact on total business employment in most sectors. 

Corporate commentary during Q1 earnings season painted a similar picture to 
economy-wide surveys. Roughly 54% of companies discussed AI in the context of 
productivity on their earnings call. However, just 11% of companies quantified the AI 
productivity gains on a specific use case and only 2% of companies quantified the 
impact of AI productivity on earnings (see list of companies and quotes below). These 
shares slightly increased relative to Q4 2025 but demonstrate the gradual adoption 
process within enterprises. The most frequent use cases remained coding and 
engineering, call centers and customer support, and marketing, but the largest increase 
was in human resources and expense management. 

 

Neither margin profiles nor share price performance were meaningfully different 
between companies that did versus did not discuss AI. While many factors will drive 
variation in company fundamentals, consensus net margin growth forecasts during the 
next four quarters were roughly similar between companies that did versus did not 
discuss AI on recent earnings calls. Similarly, companies that discussed AI did not 
consistently outperform following earnings results, consistent with basket performance 
that investors are not pricing AI-related productivity gains yet.  

Importantly, several companies have also flagged the token cost associated with AI. 
Demand for AI tools is associated with up front costs that could limit the potential 

 

Exhibit 26: Company commentary on AI productivity during earnings season 
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earnings uplift from increased productivity. Several companies flagged the cost 
associated with token usage in recent earnings calls and press releases (e.g., EXPE, UBER, 
CHRW). 

 

We highlight quotes from the 11 companies that quantified the impact of AI-related 
productivity on earnings. The majority of companies focused on cost savings and 
efficiencies related to AI productivity, rather than increased output.  

Workday (WDAY, May 21): And on top of that, we’re recognizing the benefits on AI n

ourselves. So, within Gerrit’s team in R&D, we’re seeing tremendous productivity 
improvements. Whether it’s our customer success business, we’re seeing 
productivity improvements there. A lot of Rob’s team on go-to-market as well. And 
we’re using our own products, as you would expect us to. So, very pleased with the 
progress we’re seeing. Enabled us to move up the guide 50 bps over the course of 
the year, and we look forward to continuing to increase our margins over time. 

Republic Services (RSG, May 7): Activation of digital tools in our call centers are n

enhancing the customer experience and unlocking value in our business by 
optimizing the 11 million inbound calls we receive each year. We believe that these 
investments in digital will deliver at least $100 million of annual benefit by 2028. 

CDW (CDW, May 6): The AI-powered modernization investments we’ve been making n

under Geared for Growth are focused on transforming how we operate and 
particularly as it supports our long-term, durable, and scalable growth. The program 
is a disciplined multi-year effort to simplify and rewire our operating model, 
reducing complexity, modernizing quote to cash and supporting processes, and 
embedding AI to enable faster, better decisions across the enterprise. In addition to 
improving the end-to-end experience for our customers, partners, and co-workers, 
Geared for Growth investments are beginning to translate into real productivity 
improvements across our operations and will support our commitment to return to 
our targeted SG&A efficiency ratio and enable greater value creation. To that end, 
we have already identified substantial opportunities that will enhance our cost 
structure and will begin to accrue benefits in the second half of this year. As we look 
forward into 2027 and 2028, we would anticipate run rate improvements in the 
range of $100 million to $200 million. These savings will be balanced with some 
reinvestment back into the business to fuel our broader growth strategy. We will 
provide you with further updates on the timing of these efforts and the financial 
impacts as we move forward. 

Edison International (EIX, April 28): Through SCE’s internal innovation program, n

 

Exhibit 27: Net margin forecasts and share price reaction of companies discussing AI 
excludes Financials, Utilities, and Real Estate 

Discussed AI in Quantified AI Quantified AI
context of productivity impact productivity impact

productivity on use case on earnings
Yes No Yes No Yes No

Consensus forward 4Q net margin growth 0.4 pp 0.5 pp 0.6 pp 0.4 pp 0.4 pp 0.4 pp

Excess 1-day return post-EPS report 12 bp (20)bp (29)bp 12 bp (230)bp 0 bp
 
 

Source: FactSet, Goldman Sachs Global Investment Research
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and in only a handful of development hours, frontline teams developed an initial 
proof of concept of an AI-driven approach that continuously monitors for these 
situations and brings them to the surface earlier, with clearer and more actionable 
insights. Once implemented, we anticipate this approach could yield roughly $25 
million in potential unbilled revenue savings over a three to six-month period. It’s a 
good illustration of how smarter systems and disciplined execution translate directly 
into stronger financial controls and support long-term affordability. 

Verizon (VZ, April 27): We have begun to embed AI and automation into our n

operations and customer interactions, which is already significantly improving 
customer experiences and lowering costs. We will encourage more volume into 
digital sales and service channels, which lowers costs, increases engagement, and 
leads to higher customer satisfaction. And we have begun to see meaningful cost 
benefits from our transformation efforts as we take out legacy structural costs from 
the business. Consequently, we are well on our way towards our OpEx savings target 
of $5 billion in 2026... 85% of all of our issues right now are autonomously resolved. 
That means we are resolving issues before our customers even see them. We used to 
have in our network like a bill of material. It was over like 1 million different 
combinations. Think about the costs and the complexity around that. Using AI, we’ve 
driven that down now to about 20 kits. And so, our ability to deploy safe costs 
because of this is radically improved. We already have over $200 million of energy 
savings as a result of deploying AI into the network and looking at how we can 
optimize on energy, and we are doing things now at industrial scale. 

Nasdaq (NDAQ, April 23): So, as we mentioned in Investor Day, we do have an n

internal program to drive AI adoption within the operations of Nasdaq, and we say 
that’s AI on the business. And we are focused in some key areas, and we have a 
program in place where we are striving to achieve $100 million of expense 
efficiencies by the end of 2027. And we also did mention that, the majority of that 
will show up in 2027, because we also are making investments in AI to make sure that 
we can achieve those efficiencies... And then also we have other areas across our 
expert teams too. We have automation in finance, in marketing, legal, HR, all of those 
areas have benefits that are coming in from the GenAI capabilities that we see across 
the business. 

International Business Machines (IBM, April 22): Several years ago, we set an n

ambitious objective to reinvent our enterprise operations for greater speed, lower 
friction, and structurally lower costs. Through disciplined execution, eliminating 
manual touch points, simplifying processes, and applying data automation and AI at 
scale, we have built a proven, repeatable, AI-enabled transformation engine that is 
accelerating. Since 2023, this has driven $4.5 billion of productivity savings, with an 
additional $1 billion expected in 2026. 

ServiceNow (NOW, April 22): Turning to profitability. Non-GAAP operating margin n

was 32%, 50 basis points above our guidance driven by AI OpEx efficiencies. 

Otis Worldwide (OTIS, April 22): One is the micro pricing that we started last year in n

Q4. And this is essentially thanks to our AI algorithm, thanks to a much more 
granular approach to pricing, we are able to adapt our price to customer perception, 
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to customer SLAs, so we don’t follow the same approach for all. And this is the $50 
million improvement sequentially that I mentioned before, one year versus the other, 
because this comes on top of the regular inflationary clauses we have in our 
contracts. 

C.H. Robinson Worldwide (CHRW, April 29): Our average head count was down n

12.3% year-over-year in Q1 and was down 3.1% sequentially, illustrating how we 
continue to decouple head count growth from volume growth and optimize our 
organizational structure. We continue to expect that our 2026 personnel expenses 
will be in the range of $1.25 billion to 1.35 billion. This includes an expectation that 
we will generate double-digit productivity improvements in both NAST and Global 
Forwarding in 2026, as we continue to implement agentic AI solutions across our 
quote-to-cash lifecycle of an order... And despite the significant increase to spot 
market cost in the truckload market, NAST expanded its operating margin, excluding 
restructuring costs by 310 basis points year-over-year. This is the Lean AI strategy at 
work and we reaffirm our 2026 operating income target that we raised in October of 
last year. 

Ecolab (ECL, April 28): So as you said, really good productivity on SG&A in Q1, up n

130 basis points. We are getting the benefit of what we’re doing for One Ecolab 
program as we’re launching digital and AI programs. As you noted, there is some 
shift, and I mentioned before, between gross margins and SG&A from M&A, 
primarily Ovivo. So in the first quarter, that accounted for 20 to 30 basis points, but 
still driving 100 basis points underlying, which is above our long-term target. We 
talked about leverage being 25 to 50 basis points. So on a full-year basis, I expect 
that SG&A leverage to be around 100 basis points, again, including some benefit 
from Ovivo because of the geography between gross margin and SG&A, but still the 
underlying is above our long-term 25 to 50 basis points target because of in part the 
faster sales growth, but also because of the great productivity we’re driving. 
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