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Quick take: We remain confident in the current 
infrastructure buildout
May 19, 2026

Mickey Ganguly, Associate Portfolio Manager, Equities

The rapid evolution of artificial intelligence (AI) is reshaping the technology sector, with unprecedented investment in 
infrastructure and a significant shift in market leadership. In this Q&A, Mickey Ganguly, Associate Portfolio Manager, Equities, 
discusses the latest trends in AI infrastructure, the diverging fortunes within the technology sector, and current market valuations.

Key takeaways
•	 AI infrastructure investment is accelerating

•	 Market leadership is shifting with the technology sector

•	 Current technology valuations are supported by fundamentals
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What are the recent developments with respect to the ongoing AI 
infrastructure buildout?
The AI buildout phase has continued to accelerate, and this year is no different. After Q1 results, we saw the core hyperscalers 
– Amazon, Microsoft, Alphabet, and META – commit over $700B in data centre capex. Amazon led the pack, with $200B 
committed, followed by Microsoft and Alphabet at ~$185B. META also raised their capital commitment to ~$135B. 

Our view is infrastructure spend will continue to increase over the medium term as we enter the inferencing stage, where 
enterprises start seeing meaningful return on their capital. This view is further supported by industry estimates of >$1T 
infrastructure spend in 2027. 

While over the last 2-3 years, the AI winners have been companies such as Nvidia and the hyperscalers, over the last twelve 
months the conversation has shifted to the broader market with cyclical companies catching a bid and strongly rallying YTD. The 
poster child of this phenomenon are memory stocks, where some names have posted triple digit gains this year. Given the demand 
cycle, there is not enough supply to meet the unrelenting demand for memory which is a critical component as we enter the 
inferencing phase.

Similarly, we also see a supply crunch for power. With the unprecedented scale of this buildout, we see ample opportunities in the 
picks and shovels of the AI infrastructure buildout (along with the more traditional AI players).

Spending as a percent of GDP

Sources: Wall Street Journal, February 7, 2026. National Archives and Measuring Worth (Louisiana Purchase); companies (Tech capital spending); Visible Alpha (projected 
Microsoft capital spending) Louis P. Cain (US railroads); Robert Gordon (US interstate highway system); Planetary Society (Apollo); Wall Street Journal Calculations.
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Hyperscaler capex growth

Source: Morgan Stanley, May 17, 2026. Company data. Morgan Stanley Research estimates. Note: AMZN = Total company capex excluding proceeds from property and 
equipment sales and incentives.

The technology sector is not homogenous, with some companies benefiting 
from the AI boom while others are under threat. Can you explain what’s 
driving this divergence?
2026 has seen one of the most aggressive rotation out of software into the AI picks and shovels. We believe this rotation is 
warranted as we have clear line of sight into the demand and pricing cycle of the infrastructure buildout players. In contrast, we 
believe the selloff in software indicates the market’s unease with the existential threat AI represents for their business models.

In the past, software companies had predictable growth and profitability profiles. The per seat revenue model allowed software 
companies to participate in the growth of their clients while retaining pricing power due to low competition. The proliferation of AI 
native companies threatens the core pillars of legacy software companies.

AI native software companies are utilizing a usage/outcome-based model and can launch new capabilities at lightning speeds. In 
this new regime, we are increasingly cautious on software stocks as even the largest of moats have begun to shrink. The aggressive 
nature of the software selloff this year highlights the need for money managers to remain informed and agile to identify and 
incorporate trends into their investment decisions. In this environment, active management is critical to ensure investors are not 
adversely impacted by aggressive selloffs as seen in the software sector.
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The technology sector has rallied strongly throughout 2026. Some are 
suggesting the current market is “feeling like the last months of the 1999-
2000 bubble”. Can you share your thoughts on valuation concerns?
We believe there are fundamental differences between the dot-com era and the current technology sector rally. The dot-com 
bubble saw speculative investing into companies with no clear path to profitability. Investors were paying premium multiples for 
companies on dubious metrics such as eyeballs landing on a website.

In contrast, the current rally in the technology sector is backed by some of the largest global companies with strong balance sheets 
and financial health. Not only are these companies generating strong revenue growth, but we are also seeing earnings growth 
accelerating.

In terms of valuation, at its peak, Nortel traded at over 100x forward P/E while NVDA today trades at <25x forward P/E. When 
we adjust for growth, Nvidia’s valuation becomes more attractive where the company is trading at a PEG ratio of 0.4x vs the 
S&P500 at ~1.0x. While the 1.0x PEG ratio for S&P500 seems attractive, the index’ earnings growth is mostly concentrated in the 
technology sector with the sector driving >40% of the index’ earnings growth. Without the tailwind of the technology sector, an 
equal weighted S&P500 earnings growth drops to 12% vs 22% for the market-cap weighted index.

While the technology sector has rallied YTD, this has been supported by robust earnings and top line growth which has led to the 
unprecedented allocation to AI capex as companies start to realize returns on their invested capital. We remain confident in the 
current infrastructure buildout and the earnings potential of the companies that are deploying capital strategically to drive higher 
growth.

About CIBC Global Asset Management
CIBC Global Asset Management (CIBC GAM), the asset management subsidiary 
of CIBC, is one of Canada’s largest asset managers. Established in 19721, CIBC 
GAM offers a broad range of investment solutions, including mutual funds, ETFs, 
portfolio solutions, alternative investments, discretionary investment management 
services for high-net-worth individuals, and institutional portfolio management. 
With teams across Canada and the US, CIBC GAM serves retail, high-net-worth 
and institutional clients in North America and institutional clients worldwide.

Contact us anytime 
To learn how CIBC Global Asset Management can help you power meaningful investment outcomes, please 
contact your advisor or CIBC representative. For more insights, follow us on LinkedIn and YouTube.

https://www.linkedin.com/showcase/cibc-global-asset-management/
https://www.youtube.com/@CIBCGAM
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The views expressed in this material are the views of CIBC Global Asset Management, as of May 2026 unless otherwise indicated, and are subject to change at any time. CIBC 
Global Asset Management does not undertake any obligation or responsibility to update such opinions. 

This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or accounting advice, it should not be relied upon 
in that regard or be considered predictive of any future market performance, nor does it constitute an offer or solicitation to buy or sell any securities referred to. Individual 
circumstances and current events are critical to sound investment planning; anyone wishing to act on this material should consult with their advisor. 

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include words such as 
“expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates”, or other similar wording. In addition, any statements that may be made concerning future performance, 
strategies, or prospects and possible future actions taken by the fund, are also forward-looking statements. Forward-looking statements are not guarantees of future 
performance. These statements involve known and unknown risks, uncertainties, and other factors that may cause the actual results and achievements of the fund to differ 
materially from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, market, and business conditions; fluctuations 
in securities prices, interest rates, and foreign currency exchange rates; changes in government regulations; and catastrophic events. The above list of important factors 
that may affect future results is not exhaustive. Before making any investment decisions, we encourage you to consider these and other factors carefully. CIBC Global Asset 
Management does not undertake, and specifically disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new information, 
future developments, or otherwise prior to the release of the next management report of fund performance.

The material and/or its contents may not be reproduced without the express written consent of CIBC Global Asset Management. Past performance may not be repeated and 
is not indicative of future results. 

The CIBC logo and “CIBC Global Asset Management” are trademarks of CIBC, used under license. CIBC Global Asset Management is a brand name under which CIBC Asset 
Management Inc. operates.

1	 CIBC Global Asset Management was founded in 1972 as TAL Global Asset Management Inc., a privately-owned investment manager. CIBC took an ownership stake in 1994, 
eventually assuming 100% in 2001.


	Quick take: We remain confident in the current 
	Key takeaways

	What are the recent developments with respect to the ongoing AI 
	The technology sector is not homogenous, with some companies benefiting 
	The technology sector has rallied strongly throughout 2026. Some are 
	About CIBC Global Asset Management
	Contact us anytime 




Accessibility Report





		Filename: 

		AI Quick Take-EN-v2_P.pdf









		Report created by: 

		Multimedia, John Douramakos



		Organization: 

		CIBC







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

