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Al: Boom
or Bubble?

ALEX BERNSTEIN: Hello, I'm Alex Bernstein and
you're listening to The Alger Podcast, Investing in
Growth and Change. I'm excited today to be joined by
Alger’s Director of Market Strategy, Brad Neuman,
who’s just released the commentary “American
Business Spending Boom,” which you can find on
www.alger.com. In this paper, Brad discusses a wide-
ranging thesis with some eye-opening numbers behind
it, and we’ll explore why Brad thinks this moment
marks a real turning point for both the U.S. economy
and investors. Brad, thanks so much for joining me this
afternoon.

BRAD NEUMAN: Yes, it's great to be here. Thanks for
having me.

ALEX: Just to get started, could you just give us a brief
overview of what this paper is about?

BRAD: Well, it's about a huge boom in business
spending. And a lot of times, people think of the
economy as consumer driven, but | think now
business spending is growing significantly faster than
the overall economy, so it’s taking share. And there’s
reason to believe, based on innovation and different
forms of economic policy, that it's going to continue
well into the future.

ALEX: Brad, like so many of the investment folks here
at Alger, you’ve been talking about Al for a number of
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years now. What made you decide to take this
particular tack, in terms of Al?

BRAD: Well, it's kind of a bigger picture thesis about
what’s going on in the economy and how the economy
is evolving. The NVIDIA CEO talks about Al factories,
so we’re actually manufacturing intelligence. And so
putting up these giant data centers that need to be
supported by gigawatts of power that can power
millions of homes, these are huge investments. In fact,
the overall investment in Al in America over the next
several years, through 2030, could be something like
$6 trillion. And just to put that in perspective, that’s
about as much as we spent in WWII, mobilizing and
fighting in the war, in today’s dollars. So a very
significant investment, and it’s part of manufacturing.
But it doesn’t speak to the whole thesis and that there’s
other parts of it—pharmaceutical manufacturing,
advanced manufacturing, energy, et cetera. So, the Al
investment just part of a larger piece of overall
business investment.

ALEX: The paper seems to indicate that we’re either at
or approaching an inflection point. How much of this,
do you think, is projection, and how much is happening
now?

BRAD: Well, the groundwork has certainly been laid,
and, tech spending is growing very quickly. But there’s
a long lead time. We’re talking about tons and tons of
earth that needs to be moved, and rocks that need to
be crushed, and buildings that need to be erected, and
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energy that needs to be put in place. So, while the
underpinnings are there, the construction of all of these
factories and the equipment put in place is really going
to come over the next several years.

ALEX: Let’s talk about the idea of “compute.” As you
mention, Al querying can be a thousand times more
compute-intensive than say, just a Google search. Why
is compute such a key driver of all of this?

BRAD: So, one piece of this we mentioned was
building these factories that are essentially
manufacturing thought. And | don’t know how many of
your listeners are familiar with the term “token,” but
token is going to be a very important term and metric. It
signifies a word or a part of a word. And when | ask a
large language model, “what is the capital of France?,”
and it tells me “Paris,” that’s like ten tokens. Now, that
is much more compute-intensive than saying, “what is
the capital of France?,” and having it Google and ten
blue links come up, and you’ve got to click on a link
and find something that talks about France and
obviously mentions that the capital is Paris. But then if |
ask a large language model, “can you plan a trip for me
to France, and I'm going with my family and I've got
three kids and a wife, and this is my budget,” then it
needs to do some reasoning and make several passes
at it, and then it could use a hundred or maybe even a
thousand times the amount of compute as a simple
Google search.

And then if | ask it to act as an agent and actually book
the trip for me, which it can do, it can open a web
browser and make the plane reservations, the hotel
reservations, et cetera. That is extremely compute-
intensive, because it has to think and actually take
action. So that could be thousands, tens of thousands,
the amount of compute of a Google search.

Ultimately, we think there are going to be applications
for artificial intelligence that will use millions and maybe
billions of times the amount of compute as a Google
search. So, picture you have a robot in your house, it's
helping with chores around the house, that Elon Musk
says will be the biggest product in human history. If you
ask it to go take the laundry out of your dryer and fold it
and put it where it needs to go, it has to think about
how to fold them, it has to think about which clothes
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are whose and where to put them, and which drawers
they go in. All that is a lot of thought that we take for
granted, but in artificial intelligence can be extremely
compute-intensive.

ALEX: So, to connect the dots, the data centers, and
the industrialization that we're talking about building is
to handle that kind of intense compute that the
compute users are doing now. Is really still in its
infancy?

BRAD: Well, two things. First, yes, people are adopting
large language models. ChatGPT has many hundreds
of millions of users, but it's still maybe only around a
billion people using large language models, out of five
billion people online. So, we're still in the infancy. And
then, we’re very much in the infancy of using those
queries for things like reasoning and Agentic Al and
Embodied Al, which has robots and cars et cetera. So,
I think if it's a baseball game, we’re just kind of taking
the field and looking around at the crowd.

ALEX: And | wanted to get back to something you said
a minute ago, which is that you think economic policy
really supports this right now?

BRAD: Yes. | mean it’s hard to think of another time in
history where policy was so aligned with innovation.
So, | use a broad term “economic policy” to encompass
trade policy, fiscal policy, monetary policy, and rules
and regulations. Trade policy is one of the largest
drivers. Obviously, companies would rather not pay a
tariff. So instead of sending out their manufacturing
abroad and shipping into the U.S., they’d rather build
inside the U.S., and that’s a large driver of the $9 trillion
dollars of investment that has been announced so far
this year in terms of going into the American economy.
So, you have things that are related to Al, like Project
Stargate, which is SoftBank, OpenAl, and Oracle’s $500
billion commitment to these Al factories. You have
NVIDIA at half a trillion dollars for Al infrastructure,
Micron and Taiwan Semiconductor, several hundred
billions of dollars. But you also have the energy to
support this Al.

Fiscal policy also is extremely important. That’'s mostly
around tax incentives. So, with the One Big Beautiful
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Bill that was passed on July 4th, there are incentives to
write-off investments in domestic manufacturing,
research and development, software that encourages
companies to make that kind of spending. So fiscal
policy is extremely supportive.

And then, monetary policy. In 2024, the Fed reduced
rates 100 basis points. They're already down 50 basis
points this year, maybe another 25 in December. So,
monetary policy is also supportive, and that’s making it
easier to put these kinds of investments in place.

ALEX: And | hope our listeners appreciate that you'’re
rattling off all of these numbers off the top of your head.

BRAD: Yes, well, it's something that I'm pretty
passionate about and that we talk a lot about. So, a lot
of research has been done. So, you’re just seeing the
end product.

ALEX: So, here’s where | think we are: even though
we’ve just taken the field and are looking around at the
ballpark, this is happening now, and it's not just
speculative?

BRAD: | think it's definitely happening now. The $9
trillion that I’'m quoting here comes from the White
House. Will all of that get built over the next couple of
years? No. Some may slip. It may not happen in a
timely manner. Some may not happen at all. But if
even a portion of that happens, it's a tremendous boost
to growth. So, | do think it's happening, but the
numbers are so big that even if some of it disappears
or slips, it’s still a tremendous tailwind.

ALEX: So, Brad, one word that doesn’t appear
anywhere in this paper is: “bubble.” A lot of Al investors
are seeing “bubble” headlines regularly, and when |
read this paper, | read it as a “boom vs. bubble” piece.
How do you respond to that?

BRAD: | think the most important thing of boom versus
bubble is that it's pretty clear, | think, that this is being
driven by a real need for investment, whereas the tech
bubble or the internet build out was obviously fantastic
general purpose technology that people had a lot of
hope for. But as
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they were building it, there was a lot of spare capacity.
So, there was a lot of dark fiber and routers and
equipment being put in the ground that we hoped that
people would use because of the great applications
that would come on the internet.

Today, if you listen to CEOs talk, they are compute-
constrained and power-constrained. They need more
power on the grid, they need more manufacturing
capability, they need more Al factories, more GPU
processors. So there needs to be capacity expansions,
and that’s what this business spending is about.

Then you get into the stock side, and the valuations are
much lower than they were in the tech bubble. The
investment spending is driven more by cash flows than
borrowing. Today’s CapEx is being driven by
companies like Google, Amazon, Meta that are free
cash flow positive, that have net cash instead of net
debt, and their cash flow is far in excess of their capital
spending plan.

ALEX: So, if 'm an investor and I’'m reading this piece,
shouldn’t | take some solace that the thesis refutes the
idea of a bubble?

BRAD: Yes. | think that the talk of bubble, first of all, is
rare when there is a bubble. And | think you have to
always know what you’re investing in, so you don’t get
scared about price. And the reason why we write things
like this is so people can have confidence in a longer-
term investment thesis and strong hands around their
investments and hold for the long term. And this is
something that Alger really believes in passionately in
terms of technology and investments changing the face
of the American economy. And | think the better people
understand it, the better they’ll be able to withstand any
kind of volatility.

ALEX: So, how might investors allocate around this?

BRAD: Right. So, we think it's business spending. And
we think the obvious companies are the Al enablers.
These are the companies that are creating the
infrastructure for artificial intelligence. So, anything that
kind of goes into the data centers, whether that’s
designing the chips or manufacturing the chips or
cooling the data centers, connecting the data centers.
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But then there’s also powering the data centers. Alger,
to my mind, has never been overweight in utilities.
Even though we've invested in growth since 1964,
utilities have never fallen in that camp. And they have
for the past couple of years. So, we definitely see a
shortage of power.

And then there’s the companies that are providing all
the materials, construction equipment for this WWII-
type project, which is constructing all these
manufacturing facilities. And so, there’s the companies
that produce concrete and crushed stone, aggregates,
companies that produce construction equipment or rent
that construction equipment, even companies that do
environmental services, like picking up the commercial
and industrial garbage from all of this activity—we think
all those companies stand to benefit.

And companies that make items for automation. So,
companies that produce sensors and robotic
automation in factories are also, | think, well positioned.

ALEX: Brad, the paper seems to be a mostly U.S.-
centric piece. But if you apply the thesis globally, aren’t
the ramifications for investors even more significant?

BRAD: Yes, that is true. It's partly true. The Al piece is
very applicable to the rest of the world. The policies are
partly attributable. In places like Europe, the fiscal
policy is also accommodative. For the first time, they
are allowing much more debt spending, which is very
helpful. Much more spending on defense, and so that
is helping with manufacturing. In Japan and Korea,
they are trying to be much more friendly to
shareholders. So those policies are evolving in their
own way, separate from the U.S.

The thing that | think unites them all is artificial
intelligence, because sovereign countries need to have
control over it. In fact, the Vertiv CEO—Vertiv is a
company that makes the cooling for the data centers
and has great visibility into data centers all over the
world—he mentioned that countries feel the need to
control their own artificial intelligence. No one wants to
be dependent on other countries’ artificial intelligence.
So, a lot of this infrastructure has to be duplicated and
rebuilt all over the world.

ALEX: And what do you think the timing is on all of
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this?

BRAD: Well so, stocks are always ahead of the
economic activity. And so, stocks have, | think, begun
to discount certainly elements of this thesis. But | think
most importantly, it provides a strong underpinning for
the economy, which | think looks like it should be
strong next year and should accelerate, and that
should provide strength to underlying earnings.

ALEX: Brad, last question. This paper and your entire
thesis feels like a quintessential Alger story. Why do
you think that is?

BRAD: Well, Alger has been investing in growth and
innovation for over 60 years, and | think one thing that
Alger does really well is understand when there’s
change. And right now, there is more change than
we’ve ever seen before, as investors. It's not only just a
general-purpose technology. It’s the first time that
humans have ever produced tools that then use tools.
So, with software running software, it kind of marks a
new chapter for the human race, and we think that that
means it's a really exciting time to be an investor. And
by any indication, the future is even more exciting.

ALEX: Brad, thanks so much for joining me this
afternoon.

BRAD: Alright. Yeah. Thanks for having me.

ALEX: And thank you for listening. For more
information on investing in Al, and for more of our
latest insights, please visit www.alger.com.
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The views expressed are the views of Fred Alger Management, LLC (‘FAM”) and its affiliates as of November 2025. 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, Al-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 Al could face reputational
harm, competitive harm, and legal liability, and/or an adverse effect on business operations as content, analyses, or recommendations that Al applications produce may be
deficient, inaccurate, biased, misleading or incomplete, may lead to errors, and may be used in negligent or criminal ways. Al companies, especially smaller companies, tend to
be more volatile than companies that do not rely heavily on technology.

Investing in innovation is not without risk and there is no guarantee that investments in research and development will result in a company gaining market share
or achieving enhanced revenue. Companies exploring new technologies may face regulatory, political or legal challenges that may adversely impact their competitive
positioning and financial prospects. Developing technologies to displace older technologies or create new markets may not in fact do so, and there may be sector-specific risks.
There will be winners and losers that emerge, and investors need to conduct a significant amount of due diligence on individual companies to assess these risks and
opportunities.

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.

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 authorised 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 78 Brook Street, London W1K 5EF, 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 an 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.

Alger pays compensation to third party marketers to sell various strategies to prospective investors.

The following represents the noted percentages of firmwide assets under management as of September 30, 2025: SoftBank, Inc., 0%; OpenAl, Inc., 0%; Oracle Corp., 0.54%;
Alphabet, Inc., 2.63%; Nvidia Corporation, 9.7%; Vertiv Holdings Co., 1.02%; Amazon.com, Inc., 5.0%; Micron Technology, Inc., 0.0%; Taiwan Semiconductor Manufacturing
Co., Ltd., 0.3%; Meta Platforms, Inc., 1.02%.
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