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Selling Bonds To Buy GPUs: Credit Is
Flashlng A Warnlng Whlle Vol Sleeps
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Al's hidden rate hike Al BEFZ 10 5

The Al capex boom is no longer just an equity story. It is
becoming a bond-supply story.
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Tech companies are increasingly issuing debt to fund the



buildout, raising an obvious gquestion: is the Al boom itself
helping to push global yields higher?
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The answer from JPMorgan is yes, but probably not by
enough to justify a major outright bond short.
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The more interesting signal may be elsewhere. Credit is
beginning to price the cost and execution risk of the Al
buildout, while equities continue to price almost exclusively
the upside.
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JPMorgan estimates that US tech net bond issuance will
reach roughly $335bn in 2026, up from $140bn last year.
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European tech issuance is also accelerating. Gross issuance
is tracking at more than €90bn annualized, compared with
apprommately €35bn in 2025.
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Combined, JPM estimates that the increase in US and
European tech net issuance will be approximately $260bn this
year
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This is happening within a broader surge in US investment-
grade supply. Net HG issuance is expected to rise from
around $615bn in 2025 to nearly $1tr in 2026, with longer-
dated hyperscaler issuance contributing materially to the
Increase.
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The Al capex cycle is increasingly being financed through the
bond market, and it is adding real duration at a time when
sovere:gn supply is already elevated.
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Big issuance, limited yield shock
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The headline numbers are large, but the global bond market is
much larger.
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JPM estimates total global net bond issuance at
approximately $4.9tr. Against that, the additional $
tech issuance remains manageable.
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Its model suggests the deterioration in the global bond
supply-demand balance should add around 10-15bp to
Global Aggregate yields. After adjusting for changes in policy-
rate expectations, the estimated effect falls to approximately
H— 10bp
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Corporate duration supply has clearly accelerated. In the US,
corporates accounted for less than 10% of the combined
Treasury and corporate duration impulse in 2025, but
apprommately 40% in 2026.
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However, Treasuries still represent the majority of the overall
duration impulse.
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Tech issuance is adding upward pressure to yields, but it is not
Iarge enough by itself to explam the entire rates move.
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Credit is asking a different question
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The aggregate rates impact may be limited, but that does not
mean the equity implications are.
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A bondholder does not participate in the unlimited upside
from Al. Credit cares about how much is being spent, how
much debt is being added and whether the future cash flows
arrive quickly enough to jUStIfy it
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Equity investors are still focused primarily on the potential
productivity and earnings payoff. That difference is beginning
to appear across markets.
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Tech equities remain resilient, but CDS has widened as capex
reqwrements and financing needs have increased.
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That divergence matters. The equity market is pricing the Al
buildout as a source of future growth. Credit is beginning to
prlce it as a claim on present balance sheets.
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The bond market is not rejecting the Al story. It is starting to
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The next question is whether equity volatility has adequately

responded to the signal coming f
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rom credit.
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hlghs and |mpI|ed volatlllty stays compressed down3|de
protection looks cheap relative to the deterioration being
prlced by bondholders.

1S CDS et M, MBHHEREA, BARAERS
(AL, BAEHFRSHAALETNOELRERS, T
T s e

This is where the trade becomes more interesting than simply
shortlng duration.
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The JPM numbers suggest Al-related issuance alone is
unlikely to produce a disorderly global bond selloff. But
widening CDS alongside resilient equities and subdued vol
creates a cleaner asymmetry
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The market does not need the Al thesis to collapse. It only
needs investors to question the timing of the returns, the size
of the financing reqguirement or the ability of every participant
to earn an adequate return on the capltal belng deployed
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with VXN. It is not a like-for-like issuer comparison, but the
cross-asset message is clear: credit risk has repriced more
aggressively than volatility in the equity complex these
companies dominate.
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Trade the gap

The first expression is not an outright global bond short. An



estimated 5-15bp supply effect is meaningful, but hardly
enough on its own to justify chasing yields higher after a large
move.
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The cleaner expression is through equity convexity and
dispersion.
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Where CDS across Al-linked issuers has widened but Nasdaq
volatility has not followed, three-to-six-month NDX put

spreads offer relatively cheap exposure to a broader
reassessment of Al capex and its expected returns.
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The relative equity trade is to favor capital-light Al
beneficiaries over the builders facing the largest capex
burdens, rising debt issuance and increasing pressure on free
cash flow conversion.
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builders.
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When CDS widens, equities hold close to their highs and
vol refuses to move, do not necessatrily short the Al story.
Buy the risk that the journey proves more expensive than
the market assumes. Own that convexity.
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