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The Data Arms Race

The ongoing buildout of Al infrastructure—now projected to

exceed $1 trillion globally—represents one of the largest private
capital deployments in history. The top four U.S. technology firms
alone are expected to spend over $320 billion in 2025 on data
centers, connectivity, and compute capacity. Yet an important
inflection occurred this quarter: the first signs of leverage
replacing organic cash flow as the funding mechanism for these

massive investments.

Oracle’s $300 billion partnership with OpenAl, financed largely
through debt, marks a boundary crossing for the sector. It demon-
strates both the durability of investor appetite for Al exposure and
the need for increasing financial discipline as projects outgrow
their natural cash generation. These dynamics deserve careful
scrutiny because they will ultimately determine whether the scaling

law remains intact or begins to strain under financial excess.

Every company—regardless of industry—is now in a race to
compound data. The scale of that competition is staggering.
Guardant Health, for instance, now processes over one petabyte
(one million gigabytes) per week of genomic and epigenomic
data, a rate expected to reach one exabyte (one billion gigabytes)
by decade’s end. These kinds of data moats are becoming as
strategically valuable as manufacturing capacity was in the

industrial age.

The broader implication is that we are nearing a convergence
point where data infrastructure becomes the new economic
infrastructure—as fundamental as roads or electricity. The
companies that own or enable these digital backbones, whether
in optical networking (Ciena), Al networking (Arista Networks), or
compute testing (Teradyne), are quietly becoming the utilities of

the 21st century.



Al and Labor
Productivity:
A Structural Shift

Navigating the
Market Environment

One of the most overlooked aspects of this transformation is

its potential to reshape global labor productivity. Roughly $2
trillion is spent annually on software development worldwide,
and large enterprises now report that 30-50% of new code

is generated by Al tools. For startups, that figure approaches
95%. This rapid diffusion of capability helps close the gap
between technology access and productive output, particularly
in economies like the U.S. that have become dominated by

services rather than manufacturing.

Al's next frontier—physical automation—will further blur that
distinction. The integration of machine intelligence into robotics,
energy production, and logistics is bringing tangible productivity
gains to sectors long constrained by labor shortages or low
capital efficiency. This shift underpins what we believe is a
long-duration tailwind for both industrial innovation and real

asset investment.

Equity markets in Q3 and thus far into Q4 have reflected these
crosscurrents. Investors continued to reward firms enabling the
Al economy while punishing those seen as at risk of disruption.
Growth indices outperformed value by nearly five percentage
points last quarter, small-caps staged a resurgence, and volatility
spiked in response to tariff rhetoric and geopolitical noise. Yet,
despite these swings, markets behaved largely rationally—allocating

capital in alignment with long-term technological trends.

We continue to see anomalies created by passive dominance and
megacap concentration, where traditional valuation screens fail
to identify underappreciated growth compounders. This distortion
creates fertile ground for active management—particularly

when supported by direct fieldwork and domain-specific expertise.
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The Road Ahead

From our vantage point, the economic narrative remains
constructive but complex. The Al investment supercycle
is creating both opportunities and fragilities: opportuni-
ties in productivity acceleration, data infrastructure, and
reindustrialization; fragilities in overextended balance

sheets and mispriced risk among passive investors.

Our central view is that the “Al scaling law” remains
intact—its effects radiating outward into healthcare,
manufacturing, finance, and energy. But this era demands
selectivity. The same forces that generate trillion-dollar
value creation can also amplify volatility when capital

misallocates or policy shifts.

For investors, the message is clear: stay invested in

the drivers of structural productivity, remain wary of
leverage-induced excesses, and recognize that the next
decade’s economic leadership will be defined not by

market capitalization, but by data leverage, adaptability,

and execution.




