
 
 

 

Alger On The Money

AI’s Insatiable Appetite for Memory 
The artificial intelligence (AI) buildout conversation tends to focus on processors, Nvidia’s GPUs and custom 
silicon from the hyperscalers, amid the relentless push for more compute. But a structural shift is underway in a 
less visible part of the semiconductor supply chain. At the center of it is a shortage of dynamic random access 
memory (DRAM), a device’s short-term working memory where data is processed in real time. What’s driving 
this shortage, and what types of companies could potentially benefit?  
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Source: Epoch AI as of March 2026.   
 

• When hundreds of millions of users interact with AI models like ChatGPT, each conversation requires 
real-time access to massive amounts of data. The longer the interaction, the more data must flow 
between memory and processor, straining what’s known as memory bandwidth — and every AI chip 
has a limit on how much it can handle. In the chart above, by December 2025 the total bandwidth 
associated with every AI chip shipped worldwide summed to roughly 70 million terabytes per second, a 
40X increase since the launch of ChatGPT. 

• Because conventional DRAM can’t deliver the bandwidth needed for AI workloads, chip designers have 
turned to high-bandwidth memory (HBM), an advanced form of memory that delivers far greater 
throughput by stacking memory chips in layers. But HBM is significantly more complex and supply-
constrained. Memory providers have reallocated manufacturing capacity toward HBM and are locking in 
multi-year supply agreements. Given that HBM remains scarce and expensive, demand has risen for 
other forms of memory such as flash storage as companies redesign systems to distribute data across 
cheaper alternatives. 

• We believe this dynamic reinforces an important lesson from previous technological revolutions: some 
of the most valuable parts of the supply chain are often the bottlenecks. Just as GPUs have emerged 
as the essential foundation of AI, memory may become equally indispensable to enabling the next 
phase of AI computing. In our view, companies across the memory and storage hierarchy, from HBM 
suppliers to flash and hard drive manufacturers, may be well positioned for long-term growth as AI 
adoption expands and demand for faster data processing continues to accelerate.   

 
 

0

10

20

30

40

50

60

70

80

Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25



 

Fred Alger Management, LLC 100 Pearl Street, New York, NY 10004 / 212.806.8800/ www.alger.com  AOM 471 

 

 
 
 
 
 
 
 
 
The views expressed are the views of Fred Alger Management, LLC (“FAM”) and its affiliates as of April 2026. These views are subject to change at any time and may not 
represent the views of all portfolio management teams. These views should not be interpreted as a guarantee of the future performance of the markets, any security or any 
funds managed by FAM. These views are not meant to provide investment advice and should not be considered a recommendation to purchase or sell securities. 
 
Risk Disclosures: Investing in the stock market involves risks, including the potential loss of principal. Growth stocks may be more volatile than other stocks as their prices 
tend to be higher in relation to their companies’ earnings and may be more sensitive to market, political, and economic developments. Past performance is not indicative of 
future performance. Investors whose reference currency differs from that in which the underlying assets are invested may be subject to exchange rate movements that alter 
the value of their investments. Companies involved in, or exposed to, AI-related businesses may have limited product lines, markets, financial resources or 
personnel as they face intense competition and potentially rapid product obsolescence, and many depend significantly on retaining and growing their consumer 
base. These companies may be substantially exposed to the market and business risks of other industries or sectors, and may be adversely affected by negative 
developments impacting those companies, industries or sectors, as well as by loss or impairment of intellectual property rights or misappropriation of their technology. 
Companies that utilize AI could face reputational harm, competitive harm, and legal liability, and/or an adverse effect on business operations as content, analyses, or 
recommendations that AI applications produce may be deficient, inaccurate, biased, misleading or incomplete, may lead to errors, and may be used in negligent or criminal 
ways. AI technology could face increasing regulatory scrutiny in the future, which may limit the development of this technology and impede the future growth. AI companies, 
especially smaller companies, tend to be more volatile than companies that do not rely heavily on technology.  
  
Important Information for US Investors: This material must be accompanied by the most recent fund fact sheet(s) if used in connection with the sale of mutual fund and 
ETF shares. Fred Alger & Company, LLC serves as distributor of the Alger mutual funds and ETFs. 
 
Important Information for UK and EU Investors: This material is directed at investment professionals and qualified investors (as defined by MiFID/FCA regulations). It is for 
information purposes only and has been prepared and is made available for the benefit investors. This material does not constitute an offer or solicitation to any person in any 
jurisdiction in which it is not authorized or permitted, or to anyone who would be an unlawful recipient, and is only intended for use by original recipients and addressees. The 
original recipient is solely responsible for any actions in further distributing this material and should be satisfied in doing so that there is no breach of local legislation or 
regulation. Certain products may be subject to restrictions with regard to certain persons or in certain countries under national regulations applicable to such persons or 
countries. 
 
Alger Management, Ltd. (company house number 8634056, domiciled at 85 Gresham Street, Suite 308, London EC2V 7NQ, UK) is authorised and regulated by the Financial 
Conduct Authority, for the distribution of regulated financial products and services. FAM, Weatherbie Capital, LLC, and/or Redwood Investments, LLC, U.S. registered 
investment advisors, serve as sub-portfolio manager to financial products distributed by Alger Management, Ltd. 
Alger Group Holdings, LLC (parent company of FAM and Alger Management, Ltd.), FAM, and Fred Alger & Company, LLC are not authorized persons for the purposes of the 
Financial Services and Markets Act 2000 of the United Kingdom (“FSMA”) and this material has not been approved by an authorized person for the purposes of Section 
21(2)(b) of the FSMA. 
 
Important information for Investors in Israel: Fred Alger Management, LLC is neither licensed nor insured under the Israeli Regulation of Investment Advice, of Investment 
Marketing, and of Portfolio Management Law, 1995 (the "Investment Advice Law"). This document is for information purposes only and should not be construed as an offering 
of Investment Advisory, Investment Marketing or Portfolio Management services (As defined in the Investment Advice Law). Services regulated under the Investment Advice 
Law are only available to investors that fall within the First Schedule of Investment Advice Law ("Qualified Clients"). It is hereby noted that with respect to Qualified Clients, 
Fred Alger Management, LLC is not obliged to comply with the following requirements of the Investment Advice Law: (1) ensuring the compatibility of service to the needs of 
client; (2) engaging in a written agreement with the client, the content of which is as described in section 13 of the Investment Advice Law; (3) providing the client with 
appropriate disclosure regarding all matters that are material to a proposed transaction or to the advice given; (4) a prohibition on preferring certain Securities or other 
Financial Assets; (5) providing disclosure about "extraordinary risks" entailed in a transaction (and obtaining the client's approval of such transactions, if applicable); (6) a 
prohibition on making Portfolio Management fees conditional upon profits or number of transactions; (7) maintaining records of advisory/discretionary actions. This document 
is directed at and intended for Qualified Clients only. 
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