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The AI Boom is a Powerful Driver of U.S. GDP Growth
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The AI Boom is Massive

• AI Hyperscaler capex plans keep getting revised 
Current estimates now exceed $800bn, or 83% growth vs. ‘25

• Spending is centered on data centers
This includes semiconductors, power, servers, and more

• 66% of S&P 500 management teams…
…mentioned AI on 1Q26 earnings calls

Sourceline: Goldman Sachs, 2026.



Artificial Intelligence: Hyperscaler Investment
Capex from the major AI hyperscalers*

USD billions; Alphabet, Amazon, Meta, Microsoft, Oracle

Hyperscalers' cash flow and capex
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The AI Boom is Real

• Real spending on software, computer… 
…equipment, and data centers grew more than 30% annualized

• Total dollar investment in that space now…
…running at $1.2tn/yr pace, or ~ 4% of GDP (not all AI-related)

• Gross private investment added 1.5 ppts…
…of the 2.0% a.r.GDP growth

Sourceline: BMO, 2026.



Some Historical Perspective on the AI Investment Boom



The AI Boom may result in some overinvestment

• How does this boom compare to prior ones?
The graph shows that this is not unprecedented

• However, nearly all booms result in mistakes
Who will make them? Where will it manifest?

• Most of the build-out driven by strong hands…
…meaning firms with strong balance sheets and cash flow/profits

Sourceline: BlackRock Institute, 2026.



Return of Inflation is a Threat to the Economic Outlook



Inflation is driven by the war in Iran

• Inflation outrunning wage gains and driving…
…consumer strain, mostly in lower wage earners

• Energy alone accounted for > 60% of the…
…monthly all-items increase

• Consumers are feeling the pinch and the…
…wealth disparity problem is only getting worse

Sourceline: Piedmont Crescent Capital, 2026.



Inflation Components



Recent increases in inflation driven by energy 

• Underlying trend for Core CPI is ~ 2.4%...
…and the breadth of inflation is not widening

• Food inflation is a problem, in part due to…
…the war’s affect on fertilizer costs

• This means Fed rate cuts are off the table…
…and instead, rate hikes are now possible

      

Sourceline: JP Morgan, 2026



S&P 500 Valuation Measures



Are equities overvalued?

• By most valuation measures, equity markets…
…appear overvalued, or at least stretched

• Strong earnings growth continues to drive…
…investors into tech, ignoring most other areas of the market

• Enthusiasm about AI and what it might mean…
…for growth and profit margins is a powerful driver for investors

Sourceline: JP Morgan, 2026.



Sources of Earnings Growth and Profit Margins



Profit margins have not been this high in years

• Profit growth has been remarkable…
…and underlies most of the recent price action

• But the question of when and how AI will…
…lead to durable revenue and profits is valid

• It is likely that not all competitors will survive…
…which would be a similar outcome to prior investment booms

Sourceline: JP Morgan, 2026.



S&P 500: Index Concentration



Yes, markets are concentrated, but that is not uncommon

• As shown in the graphs, market concentration
Is at an extreme, and a bet that their dominance will continue

• The cash flow and profit-generating power…
…of these technology companies is exceptional

• The ubiquity of technology also plays a role…
…in understanding the success of the U.S. tech sector

Sourceline: JP Morgan, 2026.



Magnificent 7: Performance, Earnings and Dispersion



The Mag 7 is quite a remarkable group of companies

• While their performance was tremendous as…
…the AI theme took hold, the Mag 7 is starting to fade

• The AI story is evolving, so do not expect the…
…Mag 7 to repeat its performance superiority

• What drives the market up can also drive it…
…down: keep your eye on the future, not on past performance

Sourceline: JP Morgan, 2026.



Components of GDP Growth



Business fixed investment is driving recent growth

• The OBBB tax incentives may also be partly…
…responsible for spurring investment spending

• Consumer spending remains vitally important…
…to overall growth, driving around 70% of real GDP

• The wealth effect is a key reason why the…
…consumer has remained so resilient despite the headwinds

Sourceline: JP Morgan, 2026.



Labor Market Dynamics



The labor market is stagnant → “no hire/no fire”

• Part of this could be explained by AI…
…as companies are unsure how AI will impact their need for labor  

• Part of it is also a demographic story…
…as growth of the labor force is flat and the labor force is aging

• Wage growth is reverting to the mean after…
…a big spike during the pandemic

Sourceline: JP Morgan, 2026.



Drivers of Consumer Spending
Net worth growth by income cohort

Cumulative growth from 4Q19, by pre-tax income cohort, USD trillions

Consumer share of total pre-tax income and spending

By pre-tax income cohort, 2024

Average income tax refund by filing year
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Yes, the top 20% are driving most of the spending

• But this is not very unusual, and the wealth…
…effect is a big reason for the resilience

• Between real estate gains and record-high…
…equity markets, the wealth effect is staggering

Sourceline: JP Morgan, 2026.



Consumer Finances



Consumer balance sheets do not look stretched

• That said, lower income cohorts are struggling…
…And this is why higher inflation is so impactful

• Wealth disparity and lagging wage income…
…are a potentially damaging combination for social harmony

Sourceline: JP Morgan, 2026.



Interest Rates and Inflation



As higher inflation seeps in, interest rates follow

• Rates remain meaningfully higher than pre-war…
…If the war is truly over, and if inflation retreats, rates could rally

• But these are big “ifs” given the Israel-…
…Hizbollah dispute and the supply chain disruptions

• The Fed has now signaled a bias toward…
…fighting inflation, meaning rate hikes could come soon

Sourceline: JP Morgan, 2026.



Yield Curve getting flatter on the possibility of Fed rate hikes
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Bonds now offer attractive yield with price appreciation potential

• Since the start of the war with Iran, bond…
…yields have climbed due to the inflationary effects

• The new Fed chair, Kevin Warsh, is now…
…introducing some changes that may further affect yields

• The bottom line: bonds are attractive and…
…this could be a good entry point for idle cash

Sourceline: JP Morgan, 2026.



Credit Market Dynamics



Private Credit Industry Growth



Credit spreads are low and stable

• The IG market is changing as hyperscalers…
…issue more debt to fund their spending initiatives

• Private credit is threatened by higher defaults
These would primarily come from the software segment

• But private credit is mostly an institutional…
…market that can withstand higher defaults

Sourceline: JP Morgan, 2026.



Municipal Finance
Muni tax-equivalent and Treasury yield curves State and local, federal and corporate debt

% of GDP, 1988 - 2025, end of fiscal year

State rainy day fund balances
Median savings balances as a % of total spending, 1988 - 2026, fiscal year
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The municipal market remains sound

• Despite challenging conditions, municipals…
…enjoy structural strengths that provide ballast to portfolios

• Municipals offer attractive tax-adjusted yield

Sourceline: JP Morgan, 2026.



Disclosures

Maple Capital Management, Inc. (MCM) is an independent SEC Registered Investment Advisor with offices in Montpelier, Vermont and Atlanta, Georgia. A copy of Maple Capital’s 
current written disclosure statement discussing Maple Capital’s business operations, services, and fees is available upon request.

For further information about Maple Capital, including a copy of our informational brochure, please visit our website at www.maplecapital.com.

This commentary reflects the views of MCM and should not be considered to be investment or financial advice. MCM does not warranty these views and will not update this 
communication after the date of publication.  Any mention of specific securities is done for illustrative purposes and the securities mentioned may or may not be held in client 
accounts.  No assumption or assurance should be taken that securities mentioned will be safe or profitable investments.  Past performance is not indicative of future results 

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as advice or a recommendation 
for any specific investment product, strategy, plan feature or other purpose in any jurisdiction. This material does not contain sufficient information to support an investment 
decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an independent assessment of 
the legal, regulatory, tax, credit, and accounting implications and determine, together with their own financial professional, if any investment mentioned herein is believed to be 
appropriate to their financial situation and investment profile. Investors should ensure that they obtain all available relevant information before making any investment. It should 
be noted that investments involve risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and 
investors may not get back the full amount invested. Both past performance and yields are not reliable indicators of current and future results. Revisions to market data made 
after month-end reporting may not be reflected in commentary but will be included in the following month’s reporting cycle. All information presented herein is considered to be 
accurate at the time of production, but no warranty of accuracy is given and no liability in respect of any error or omission is accepted.

https://www.maplecapital.com/
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