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The Editorial

Al: The bill is real. The verdict can wait.

This Sunday’s Editorial is the first in a trilogy on Al. By now, Al is everywhere to
a degree that has made it increasingly difficult to discuss the economy or
almost any corner of financial markets, without also discussing the Al aspect
of it. One thing is that Al has more or less dominated the investment narrative
and shaped risk appetite across equities, credit, currencies and commodities
over the past month. Another is that at last week’s IMF and World Bank Annual
Meetings in Bangkok, it was mentioned by almost every speaker, even outside
the Al-dedicated sessions. Naturally, both act as an increasing risk on its own,
but also a potential upside catalyst.

On Monday this week, we published our new monthly Al Investment Tracker,
bringing together the macroeconomic, equity and credit perspectives on the
buildout. You have probably already received it. If not, you can find it here. Over
three Editorials, we will draw out what we believe matters most, from three
different angles. Today, we begin with the economics, the sheer scale of
investment, its uneven impact across regions, the demand behind it and the
physical constraints shaping its progress. Credit and equities will follow over the
next two weeks.

But first, a personal confession. | am a heavy user of everything from ChatGPT,
Gemini and Copilot to Rogo and AskB. So much so that my children regularly joke
that | am married to ChatGPT. And yes, Al helped prepare this Editorial too.
Consider both my enthusiasm and my bias fully disclosed. Finally, this piece was
co-authored by our Chief Al Analyst, Allan von Mehren.

Much of the debate still centres on Al's ultimate destination. That is
understandable, but it also risks obscuring the journey already underway. We
do not claim to know what the end game will mean for society or the economy.
The effects on productivity and labour markets, and the ultimate return on
today’s enormous investment, remain fiercely contested. What is no longer
open to debate, however, is that Al is already having a substantial, measurable
and growing impact on investment, trade and economic activity. That is where
our analysis begins.

It is already huge

We have discussed Al in several previous Editorials, primarily through the equity
market, where its impact has been impossible to miss. Here is a cliffhanger: Al's
impact on equities has so far been roughly five times larger than its impact on
the economy. We will put the numbers behind that claim in an upcoming piece,
but the conclusion is simple: the gap explains why Al has, until now, been much
more of a Wall Street story than a Main Street story.

Viewed in an historical context, the Al investment cycle has barely begun. Yet
the economic debate surrounding it has already undergone several distinct
shifts. Only a year ago, the discussion left remarkably little room between two
extremes: Al would either prove to be economically irrelevant or eliminate
virtually all desk jobs within 12 to 18 months. The debate today is far more
nuanced, focusing increasingly on the timing, scale and distribution of Al's
economic effects.
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The relevant comparisons now extend well beyond previous technology
product cycles as the Al investments are now increasingly being assessed
alongside the major US infrastructure booms during the past 200 years, from
the canals buildout around 1840 and railways 30 years later to electrification in
the 1910s, highways in 1960s and telecommunications around the turn of the
century.

And to put some numbers on it, the current projections of the broader Al
infrastructure buildout, covering data centres, chips, networking equipment
and associated power infrastructure, indicate the tune of 3-4% of US GDP
annually in the coming years. For comparison, the average annual investment
was 2.2% of GDP during the railway boom and 1.1% during the
telecommunications and internet buildout. These figures describe the scale of
investment relative to GDP, not the contribution to annual GDP growth, and that
distinction matters enormously for markets, and how Al should be assessed in
today’s world, but more on that in a later editorial.

US residential vs data centre construction spending
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Thus, when we look back at the Al buildout in 10 years’' time, we would be
surprised if this buildout hasn't ranked as the largest buildout of the US
economy that has ever absorbed!

Six companies, a global investment cycle

Every infrastructure boom has its defining features. For Al, they are speed, scale
and concentration. The six US hyperscalers in our Al Tracker are expected to
increase their combined capex from roughly USD900bn this year to USD1.2tn
next year and, despite slower growth thereafter, to around USD1.4tn by 2030. |
work with big numbers 24/7, but even | find these figures mind-blowing. To put
USD1.2tn into perspective, just six companies are investing close to half as
much as the entire US corporate sector and roughly as much as corporate
Europe combined. Not six countries. Six companies.
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Hyperscaler capex: consensus estimates, 2026E-2030E
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I still remember talking with clients about numbers of this magnitude more than
a year ago, as Nvidia's CFO was already describing the trajectory now taking
shape. Yet, Germany’s infrastructure package and higher defence spending
commanded much more attention among economists and investors. Perhaps
that was because government infrastructure and defence are familiar macro
stories, while Al capex was still treated largely as atechnology-sector story. That
distinction is becoming increasingly difficult to maintain. When the investment
decisions of six companies rival those of an entire continent’s corporate sector,
micro becomes macro.

Made in America, manufactured in Asia

Certainly, just because the centre of the Al buildout is happening in the US, the
benefits are well understood well beyond the sector and even the country. For
example, the semiconductors account for roughly half the cost of building a data
centre, compared with around one-tenth for land and buildings. Ultimately, that
means that a substantial share of US investment takes place elsewhere and
leaks into imports, with Taiwan and South Korea among the main beneficiaries.
And it's evident in the export data from those countries. Yes, higher chip prices
explain a significant part of the extraordinary export growth, but volumes have
also risen materially. And if you are not familiar with the data, South Korean
export growth of more than 80% y/y!

South Korean exports have surged well above trend
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And economists have consistently underestimated the strength of this
expansion. In our tracking of Taiwanese and South Korean trade surveys,
releases have repeatedly exceeded not only the consensus forecast but also the
highest individual estimate. This pattern has persisted for more than a year. In
econometric terms, the forecast errors appear to exhibit autocorrelation: the
same directional mistake is being repeated from one release to the next. Put
more simply, almost every measurable dimension of the Al buildout has
surprised economists, analysts and strategists to the upside so far.

You have seen the chatbot. Now meet the agents.

Al may be everywhere in the conversation, but it is still early days when it comes
to actually using it. And | think that distinction matters enormously when we ask
whether demand will eventually absorb all the infrastructure currently being
built. Looking at how we use chatbots today and extrapolating from there is, in
my view, missing the point.

Goldman Sachs estimate of monthly token use by workload
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Monthly token consumption is already measured in quadrillions or
1,000,000,000,000,000. But honestly, that is not the number | find most
interesting. Goldman Sachs estimates that token consumption could increase
24-fold between 2026 and 2030, with Al agents accounting for almost all the
increase. That is where | think the discussion gets really interesting.

Just think about the difference between asking an LLM a question and having
an Al agent working on your behalf. The agent plans, executes, checks and
revises across multiple steps. Estimates suggest agents consume five to 30
times more tokens per task. And then there are robots. Humanoid robots could
eventually take Al from digital tasks into physical work, although that is
obviously a much more uncertain part of the story. The point is that we have
barely started absorbing what agents could mean for computing demand, let
alone robots.

Efficiency is improving rapidly as well, so a 24-fold increase in tokens does not
mean we need 24 times as much infrastructure. But even with those efficiency
gains, the signals hardly suggest an Al ecosystem drowning in excess capacity.
GPU rental prices have risen even as token prices have fallen, while leading Al
labs continue to report rapidly expanding revenue run rates.
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Al labs Input price: Rental price of Al labs output price: Silicon Data LLM
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So, for now, | have a hard time looking at the numbers and concluding that
demand is the weak link in this story. Supply is still the constraining expansion
across important parts of the Al ecosystem. The bigger question is how quickly
capacity can catch up with a form of Al usage that is becoming not only more
widespread, but much more compute intensive.

This is also something we will spend more time on at our upcoming Nordic
Summit / Navigating Tomorrow conference. If you would like to join, please
reach out to your Danske Bank representative.

You cannot prompt your way to more chips

As mentioned, the elephant in the room remains supply. Demand for
semiconductors, particularly memory, has outpaced the industry’s ability to
deliver, pushing prices sharply higher. We heard the same message from ASML
in their earnings call this week: even if they wanted to, they cannot meet all the
demand it sees for 2027 and 2028.

Memory has always been cyclical, but the past year has been extraordinary.
Perhaps the best illustration of just how tight the market has become is that
some older memory chips can reportedly be sold for more than their original
purchase price, even after being fully depreciated. Accounting depreciation and
economic scarcity are telling very different stories.

With some producers enjoying margins that look more like monopoly
economics than commodity manufacturing, the incentive to add capacity is
obviously enormous. And this is where economic history should make us
cautious. High prices encourage investment, supply takes time to arrive, and
eventually new capacity can come on stream just as demand growth begins to
slow. China’s urbanisation and the commaodity super cycle 20 years ago provide
an uncomfortable parallel: prolonged shortages and exceptional profitability
eventually triggered the investment that helped undermine both.
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| find it difficult to believe that the memory industry has somehow escaped
those economics. At some point, oversupply and a sharp price correction are
entirely plausible. But identifying that endgame is much easier than timing it. A
shortage can persist for long enough to make an early call on its reversal very
expensive.

And right now, the evidence still points in the other direction. Last week’s
hyperscaler earnings and management commentary, including from Meta,
suggest demand is still accelerating. You cannot solve a physical supply
constraint simply by approving another billion dollars of capex in demand. It
takes time to build.

So, | think we need to hold two thoughts in our heads at the same time. Today’s
investment boom may eventually create tomorrow’s oversupply. But today, the
constraint is still too little capacity, not too much. The first is a very credible
destination. The second is where we are now, and in the tactically investable
horizon, | see no reason why this should change.

The bill is real. The verdict can wait.

The Al buildout is no longer a story about the future. The capital is being spent,
its effects extend far beyond the companies signing the cheques, and rapidly
rising utilisation is colliding with physical constraints. An eventual overbuild is a
credible risk, but it does not describe today’s market. Equally, current shortages
do not guarantee that every investment will earn an adequate return. Al can
deliver substantial economic gains while still destroying capital in parts of the
value chain.

With no one-to-one historical playbook, we must remain nimble, evidence-led
and humble. For now, our conclusion is clear: demand is rising rapidly, the
economic benefits are spreading, and insufficient supply remains the constraint
across important parts of the value chain.

Through our Al Tracker, we will continue to track the Al investment cycle, from
capex and supply-demand imbalances to growth, productivity and returns. Over
the next two weeks, The Editorial will turn to credit and equities.
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General disclaimer and disclosure

The following disclaimer and disclosure apply to all communication as such, including communication to which it is attached, linked to or otherwise referenced (the
“Communication”). For the parts that refer to the term “investment recommendation”, the disclaimer and disclosure are only applicable as far as the Communication falls
under the definition in Regulation (EU) No 596/2014. The Communication has been prepared by personnel in the LC&I's Sales & Trading departments or non-independent
Research departments of Danske Bank A/S. The views set forward in the Communication may differ from views or opinions in other departments of Danske Bank A/S. It
constitutes a short-term view and is subject to change and Danske Bank A/S does not undertake to notify any recipient of the Communication of any such change. A list of
all previous investment recommendations on any financial instrument made in the past 12 months, including all previous investment recommendations made by the
producer is available upon request, free of charge.

The LCR&lI's Sales & Trading departments’ or non-independent Research departments' personnel are not independent research analysts, and the Communication is not
intended to constitute “investment research” as that term is defined by applicable regulations. The Communication has as such not been prepared in accordance with the
legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of the
communication. The personnel in the LC&I's Sales & Trading departments or non-independent Research departments may be remunerated based on investment banking
revenues, and may receive bonuses or other remuneration linked to specific investment banking transactions. Danske Bank A/S or its personnel may hold a position in any
financial instrument discussed herein. Personnel is subject to a Personal Account Dealing policies. Further, Danske Bank A/S may act as market maker or have performed
other services for the entities mentioned, which could include investment banking or other services, leading to payments or promises of payments. Prices and availability
are indicative and may change without notice.

The Communication is provided for informational purposes only and should not be considered investment, legal or tax advice. It does not constitute or form part of, and
shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments. Danske Bank A/S is not
acting as an advisor, fiduciary or agent. Recipients of the Communication should obtain advice based on their own individual circumstances from their own tax, financial,
legal and other advisors about the risks and merits of any transaction before making an investment decision, and only make such decisions on the basis of the investor's
own objectives, experience and resources. All investments carry risks. The value of any investment may fluctuate, and investors may get back less than they invested. Past
performance is not indicative of future results.

The Communication has been prepared independently and solely on the basis of available information that Danske Bank A/S considers to be reliable, but Danske Bank A/S
has not independently verified the contents hereof. While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or
warranty, ex press or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness, currentness or reasonableness of the information,
opinions and projections contained in the Communication and Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential
loss, including without limitation any loss of profits, arising from reliance on the Communication.

For current disclosures of Danske Bank A/S' interests and potential conflicts of interest regarding issuers and financial instruments subject of investment recommendations
please refer to the Danske Bank's Disclosure and disclaimer webpage: https://danskeci.com/ci/research/disclosures-and-disclaimers.

Please note that while information on the great majority of relevant issuers and financial instruments are contained on this website, it may not contain information on all
relevant issuers and financial instruments. The absence of information on any relevant issuer or financial instrument should not be seen as an indication that Danske Bank
A/S does not have any interests or potential conflicts of interest on the issuer or financial instrument. Please contact your Danske Bank A/S representative for information
regarding any issuer subject of investment recommendation that is not mentioned on https://danskeci.com/ci/research/disclosures-and-disclaimers.

Danske Bank A/S is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject to the rules and regulation of the relevant regulators
in all other jurisdictions where it conducts business. Danske Bank A/S is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation
Authority (UK). Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from Danske Bank A/S on
request.

The Communication is protected by copyright and is intended solely for the designated addressee. It may not be reproduced or distributed, in whole or in part, by any
recipient for any purpose without Danske Bank A/S’ prior written consent.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, the Communication is for distribution only to (I) persons who have professional experience in matters relating to investments falling within article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (1) high net worth entities falling within article 49(2)(a) to (d) of the Order;
or (Ill) persons who are an elective professional client or a per se professional client under Chapter 3 of the FCA Conduct of Business Sourcebook (all such persons together
being referred to as ‘Relevant Persons’). In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on this document
or any of its contents.

Disclaimer related to distribution in the European Economic Area

The Communication is being distributed to and is directed only at persons in member states of the European Economic Area (‘EEA’) who are ‘Qualified Investors’ within the
meaning of Article 2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed
to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to have represented and agreed that it has not received this document
on behalf of persons in the EEA other than Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the investor has
authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and agreements. Any
person in the EEA who is not a Qualified Investor should not act or rely on this document or any of its contents.

Disclaimer related to distribution in the United States

The Communication was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer and subsidiary of Danske
Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The communication is intended for distribution
in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this investment recommendation in
connection with distribution in the United States solely to ‘U.S. institutional investors'. Any U.S. investor recipient of the Communication who wishes to purchase or sell any
Relevant Financial Instrument may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial instruments may entail
certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. Securities and Exchange Commission and may not be subject to the reporting
and auditing standards of the U.S. Securities and Exchange Commission.
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The Communication is for the general information of our clients and is a ‘solicitation’ only as that term is used within CFTC Rule 23.605 promulgated under the U.S.

Commodity Exchange Act. Unless otherwise expressly indicated, the Communication does not take into account the investment objectives or financial situation of any
particular person.

Report completed: 23 October 2026 at 15:39 CET
Report disseminated: 25 October 2026 at 07:00 CET
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