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Hyperscaler borrowing needs continue to weigh

26 August 2026

Continued borrowing by hyperscalers will likely remain a headwind for the
technology sector.

USD AND EUR NEW-BOND ISSUANCE BY HYPERSCALERS
EUR-DENOMINATED ISSUANCE PLAYS A LIMITED ROLE BUT MORE PAPER IS EXPECTED GIVEN LOWER FUNDING COSTS
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Source: Bloomberg, The Investment Institute by UniCredit
Note: Issuance includes all USD- and EUR-denominated bonds issued by Amazon, Google, Meta, Microsoft and Oracle

THE CONTEXT

While new-issuance activity by hyperscalers has paused over the summer, we are likely to see more bond issuance
in the coming weeks, as their capex plans call for more funding. Earlier this year, the five major hyperscalers —
Amazon, Meta, Oracle, Microsoft and Googdle — increased their capex forecasts for this year and next year by 25% and
almost 40% to almost USD 1tn and USD 1.1tn, respectively. As we expect these companies to place more bonds also
in the European market, funding pressure will likely continue to create technical pressure in the European technology
sector in the coming months. Given the hude amount of USD-denominated funding requirements, hyperscaler
issuance is likely to continue to weigh also on USTs, notably the long end of the curve, as most hyperscalers issue
long-dated bonds.
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THE DATA

Hyperscalers provide cloud computing and data-manadement services for ordanisations
requiring large-scale processing and storage capacity. The term derives from hyperscale
computing, which enables infrastructure and software architectures to expand efficiently as
demand grows using scalability, i.e. capacity can be expanded by adding more servers, storage
facilities and network resources. Although no universal definition exists, Amazon, Meta, Oracle,
Microsoft and Google are widely redgarded as the leading hyperscalers.

Our chart shows bond issuance in USD and EUR by the five hyperscalers over the past five years.
Historically, their funding needs have been low due to their strong cash positions, which kept
borrowing activity low in the past. This changed last year, when they issued more than USD
90bn in bonds, followed by nearly USD 160bn this year. The European bond market has played
only a limited role so far: after having been largely absent from the primary market since 2013,
issuance by hyperscalers reached EUR 13bn last year and EUR 24bn YTD. This implies that less
than 15% of their bond issuance has been placed in EUR.

OUR VIEW

EUR-denominated issuance will likely remain relatively low compared to bonds denominated
in USD. However, cheaper funding costs in euro will make the issuance of reverse Yankee bonds
appealing in the coming months. USD-denominated issuance is expected to see another USD 70-
90bn in bonds and EUR-denominated issuance around EUR 15-20bn until the end of the vyear.
However, demand for new issues by hyperscalers is likely to remain muted, for a number of reasons.

The new issues placed by hyperscalers on the European market YTD have shown a bid-to-cover
ratio of 1.9x on averagde, well below the 3.5x bid-to-cover cover ratio for all other issues placed
YTD. This means the issues were still oversubscribed but were not cheered by investors to the
same extent as most other issues, despite the fact that they offered above-average new-issue
premiums of 6bp on averade vs. 3bp on averade for other issues.

From a fundamental point of view, the huge capex has started to weigh on fundamentals; free
cash flow has started to shrink and will continue to decline further. It is expected to turn
negative on averagde for the mentioned five hyperscalers next year.

Moreover, hyperscalers’ capex profitability is surrounded by a veil of uncertainty regarding their
future revenues, margins and duration of current demand. Adainst this backdrop, and given the
rapidly improving efficiency of Al models, there is a risk of overcapacity.

Bottom line, the technology sector has underperformed YTD both in Europe and the US, with
an almost flat total return in both markets vs 0.3% for investment grade non-financials overall.
We expect the continued borrowing by hyperscalers to remain a headwind for the technology
sector, which we continue to underweight. Moreover, given the high USD-denominated
issuance amount, hyperscalers’ primary market activity will likely continue to adversely affect
long-dated USTs.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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