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Executive summary

Unprecedented Al Financing

Hyperscaler capex is expected to hit ~USD 820 billion in 2026 and USD 1.0 1.3 trillion in 2027, far
outstripping the earnings power of the five hyperscalers (Microsoft, Amazon, Alphabet, Meta and
Oracle). The gap is being plugged not just by bonds but across capacity — funded their project finance,
securitisation, chip-backed loans, and equity.

Balance sheets are strong, but market appetite is the binding
constraint

Microsoft, Alphabet, Amazon and Meta have ample leverage headroom and could add USD 400 - 600
billion more debt before there is any pressure on their ratings. The real limit is investor demand — spreads
have widened, new-issue concessions have risen, and AA-rated tech bonds offer yields akin to single-A
to BBB bonds.

O8]

. Risk is concentrated in the order book, not the borrowers

The four largest cloud providers carry USD 2.3 trillion of contracted future revenue (backlog), with roughly
40% owed by two private, thinly disclosed companies — OpenAl and Anthropic. Anthropic is the stronger
of the two (just turned profitable, USD 65 billion annualised revenue), while OpenAl is expected to burn
over USD 200 billion in cash through 2029.

. The bear case centres on timing and circularity

Lease and contract payments start on a schedule (centered around 2027-28), regardless of whether
Al-Lab revenue has caught up. Much of the ecosystem is circular— suppliers are also investors and
guarantors of the same customers —which could mask true demand, and a slowdown in growth rates
(even without an outright decline) could strain the most leveraged marginal projects.
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The short version

Until this year, the five hyperscalers — Microsoft, Amazon, Alphabet, Meta and Oracle, the companies that own
most of the world's computing capacity — funded their data centres from earnings. But in 2026 that stopped
being enough; their capital spending this year is estimated to be USD 820 billion, well above the USD 750 billion
of operating cash flow. Next year they are forecast to spend in the USD 1.0—1.3 trillion range. The scale is
unprecedented. What the five now spend in a year is approaching the annual output of Switzerland, and on our
own estimates their spending between now and 2030 adds up to USD 6.5 trillion.

This shortfall is being financed everywhere at once. The bond market has taken the largest share (USD 212 billion
of debt in the first half against USD 115 billion of announced equity issuance), but it was never going to be enough
on its own. The rest comes from private credit, project finance, securitisations, the leveraged loan market and,
lately, structures that own the chips themselves. Behind all of it sits close to USD 3 trillion in obligations that do
not appear on balance sheets at all. A programme this size is beyond the reach of any single market, so every
market is carrying a piece of it.

HYPERSCALER FREE CASH FLOW, SUCCESSIVE ANNUAL FORECAST VINTAGES, 2020-27E (USD BILLIONS)
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Source(s): BofA Global Investment Strategy, Bloomberg

The borrowers are some of the strongest in the market. Microsoft holds one of only a handful of corporate AAA
ratings left in the world, and with three of the other four rated AA- or better, the group holds several hundred billion
dollars of cash and, on top of this, earnings are expected to continue growing at a healthy clip and its customers
are eagerly waiting for the computing capacity they cannot yet supply. The four highest-rated should add another
USD 400 billion of debt over the next eighteen months without troubling their ratings, and an estimated USD
600 billion before a downgrade to single-A is envisioned.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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The market's willingness to absorb this is the tighter constraint. Six names, i.e. the five plus Nvidia, account for
4.6% of the US investment grade (IG) index. Widen the definition to everything the market now calls artificial
intelligence (Al) and the figure is about 8.0%. Investors have responded by charging more, with spreads wider
through the year and new-issue premiums rising. On our count as at 3 September, just over half of the bonds
issued this year by Oracle, Meta, Amazon and Alphabet are trading at least 5 basis points (bps) wider than
when they were issued at a time when the IG market as a whole is close to its tightest spreads since the
financial crisis. July was the low point and much of the ground has since been made back, but the market has
not stopped charging for the next deal.

The risk concentrates not in the hyperscalers’ balance sheets but in their order books. The four largest cloud
providers (this excludes Meta) carried USD 2.3 trillion of contracted future revenue on their latest filings, up from
USD 2.1 trillion three months earlier. A large share of it is owed by two private companies with little disclosure
(OpenAl and Anthropic) and much of it relates to as-yet unbuilt capacity. Of the two, Anthropic is the cleaner
name, as it reported an operating profit two years earlier than expected on annualised revenue of USD 65 billion,
catering mostly to business clients. Against this, OpenAl is expected to burn more than USD 200 billion in cash
through 20209.

We have come to three conclusions. The hyperscalers can finance what they have committed to and the ratings
should hold at anything like current plans. The bond market will keep absorbing the supply, but at a price that has
already moved and will move again with each jumbo deal, and the migration of issuance into other currencies
and into project and chip structures is how that constraint makes itself felt. Whether 2027 is an uncomfortable
or merely busy year depends on whether the two Al labs can pay when their contracts start billing, which is why
the labs’ IPO Prospectus, the next big order book, and the first Microsoft bond in almost a decade are the things
we are watching. Chapter 6 sets out the counterargument, which we take seriously even if it is not our base case.
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Who is in the room,
and how they are connected

Estimates point to 130—140 GW of data centre capacity to be added in North America by the end of the decade.
For perspective, T GW is roughly one large nuclear reactor, and US electricity demand sits just shy of 500 GW.
Eight groups of companies are building, using and financing the Al build-out, and the difficulty in following it
is that the largest names appear in several groups at once.

CREDIT LINKS ACROSS THE COMPLEX

OpenAl recently agreed to buy
USD 300 billion of computing power
from Oracle over about five years.

M R

OpenAl Microsoft Nvidia CoreWeave AMD Oracle
B Infrastructure purchase, rentals M Chip purchases M Equity investment Revenue sharing

Note: Some chip purchases are through intermediaries. Some investments and other arrangements subject to conditions.
Source(s): staff reports; Morgan Stanley

The hyperscalers sit at the centre. Microsoft (AAA), Alphabet (AA+), Amazon (AA), Meta (AA-) and Oracle (BBB-)
own or lease the data centres, buy the chips and sell the capacity, with Meta building mostly for its own use.
SpaceX (BBB) joined the group this summer, arriving in the bond market with a USD 25 billion issue and agreeing
to sell computing capacity to Alphabet and Anthropic.
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The neoclouds rent out Al computing capacity too and have none of the cash-generative businesses sitting
behind the hyperscalers. They finance themselves with debt secured on their chips and on a few large customer
contracts, and they live or die by those contracts. CoreWeave (B) is the largest, with IREN, Nebius, among others.

Most of what both groups are building has already been spoken for by the frontier labs. OpenAl and Anthropic
are estimated to have committed more than USD 1.25 trillion to computing capacity between them. They are
private, so publish no accounts, and their commitments are visible only as backlog in their suppliers’ filings, which
is why a large share of the USD 2.3 trillion of contracted revenue at the four largest cloud providers is owed by
these two. But they are not the only demand; the hyperscalers train and run their own models, and consume a
large share of their own capacity doing it — Google's Gemini, the models behind Meta’s advertising and X Al's
Grok all draw on the same infrastructure.

None of this happens without someone to build the buildings. Some are established data centre companies
and private-equity-backed builders, but a growing number are former bitcoin miners converting land and grid
connections into landlords for Al: TeraWulf and Riot both have 20-year leases with Anthropic worth some USD
28 billion, with Anthropic installing its own chips.

The chip companies, meanwhile, have become financiers as well as suppliers. Nvidia took equity in OpenAl in
exchange for a commitment to build on its systems, and in August announced a platform intended to mobilise
more than USD 500 billion of third-party capital, offering residual-value support for up to a quarter of any project.
AMD granted equity warrants to OpenAl against a deployment commitment and will invest up to USD 5 billion
in Anthropic, which will buy up to 2 GW of its chips. Broadcom makes Google’s TPUs for Anthropic and stands
behind their financing with a backstop of up to USD 29 billion.

Building on this scale need owners with deep pockets, and private capital now owns a growing share of them.
Blue Owl holds 80% of the venture capital developing Meta’s Louisiana campus and BlackRock 80% of the one in
Texas, with Meta the sole tenant of both and a 20% owner of each. Apollo and Blackstone anchored the USD 35
billion vehicle that buys Anthropic’s chips and leases them back to it. In each case the borrowing sits in a special-
purpose company (SPV) one step removed from the asset, and the bondholder’s claim runs to that company’s
equity and the lease income behind it, rather than to the tenant, the sponsor or, in the Meta ventures, the buildings
themselves. What bridges the gap is a guarantee from the tenant.

At the end of the chain sits the group paying for all of it. Insurance companies take the long amortising tranches of
the project bonds and securitisations, which match their liabilities. Bond and pension funds take the hyperscalers’
unsecured paper, private credit takes the construction risk, loan funds and high-yield managers take the neoclouds,
and the banks sit underneath all of it, underwriting, syndicating, warehousing and lending directly, in a way that
appears in no bond index and is the least visible exposure in the system.

Refereeing all of this are the rating agencies who are participants in a way they were not in the last cycle. Their
downgrade thresholds set the point at which a hyperscaler stops borrowing, and their willingness to look through
a guarantee is what allows a B-rated operator to raise money at |G prices.

Moody's describes the result as, ‘a more circular system that could mask true demand’. Microsoft invests in
OpenAl and sells it cloud services. Amazon is Anthropic’s primary cloud provider and a large investor in it. Nvidia
and AMD take equity in the labs that commit to their hardware, and Google supplies Anthropic’s chips, holds a
stake in the company and guarantees the leases of the operator running its data centres. What enters the circle
from outside is the bond market's money and, in time, that of the customers.

Back to Contents UNION BANCAIRE PRIVEE, UBP SA 7



UBP HEADLINES

What it costs,
and how it is financed

A hyperscaler used to be a moderately capital-intensive business. Five years ago, the five spent between 10%
and 15% of their revenue on capital expenditure (capex). This year Amazon spends about a quarter, Alphabet and
Microsoft around half, Meta close to 60% and Oracle more than 80%.

HYPERSCALER CAPITAL EXPENDITURE AS A SHARE OF REVENUE, 2021-2026E
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Source(s): CreditSights, August 2026

What the money buys is morphing. A data centre is land, a grid connection, a building with cooling and power
distribution, racks of chips, and roughly 60% of the fully-loaded cost of a new leading-edge site is the silicon and
servers. Spending on the buildings should double from USD 280 billion this year to about USD 590 billion in 2028
and then stops growing, while spending on GPUs and custom chips rises from USD 340 billion to more than USD
800 billion by 2030. The shift towards chips matters for credit because a building can carry a twenty-year lease
while a chip has a significantly shorter useful life.

Power, not capital, is the physical constraint, and in this build-out the best power is the power you can find. Lead
times for utility-scale gas turbines are approaching five years, and even three years for smaller units. Developers
have therefore turned to fuel cells, aeroderivative turbines and behind-the-meter generation, in essence anything
that can generate electricity. This, more than financing, could be what delays delivery. Important as it is, the power
question goes beyond the scope of this publication.

Operating cash flow no longer covers it. When free cash flow turns negative the shortfall is usually borrowed or
raised. The five hyperscalers should generate circa USD 750 billion of cash flow this year against spending above
that, and about USD 900 billion next year against capex above USD 1 trillion, which will lead several in the group
to report negative free cash flow. In fact, Alphabet already reported negative cash flow for the first time since its
2004 IPQ, in the same quarter its disclosed purchase commitments rose from USD 332 billion to USD 811 billion.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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CAPITAL EXPENDITURE BY COMPANY, FY2020-FY2030E (USD MILLIONS)
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Source(s): UBP SA estimates. Microsoft includes capital leases, Amazon is AWS only, figures on company fiscal years.

Name by name, the shortfalls compound. Amazon’s gap is about USD 33 billion this year, Meta's cash flow turns
negative, and Oracle’s free cash flow was minus USD 24 billion in FY26. Microsoft is the only one still funding
the build-out from internal cash flow, and it is about a year behind the others. Against these gaps stand earnings
growing by about 20% a year, cash balances of several hundred billion dollars, the equity Oracle and Alphabet have
already sold, and more than USD 600 billion of stakes in OpenAl, Anthropic and SpaceX that could be monetised.

The nearer frame, on Morgan Stanley’s May estimate and so before its own summer capex upgrades, is USD
3.2 trillion of data centre capital spending over 2026-28, of which the credit markets are expected to supply
USD 1.75 trillion (Morgan Stanley). The longer one is USD 5.5 trillion through 2030 with USD 4.1 trillion of it being
debt (JP Morgan). Either way, most of the money is borrowed.

In the first half of the year the six hyperscaler names accounted for roughly 13% of all US IG issuance and about
30% of the issuance by non-financial companies outside utilities, which are shares never seen for a single industry
outside banking pre-global financial crisis (GFC). However, the unsecured bond was only the first market to be
opened. Nine channels are now carrying the load, each suited to a different piece of the asset and each carrying
a different risk.

IG bonds in dollars remain the workhorse. Amazon issued USD 37 billion in March and USD 25 billion in July,
Oracle and Meta USD 25 billion each, and Alphabet USD 20 billion, which came back in August for a further USD
25 billion. Across the technology sector as a whole, including USD 25 billion deals from Nvidia and SpaceX, USD IG
issuance reached a record USD 247 billion by mid-July, against an expected full-year record for US IG of USD 2.25
trillion. Jumbo deals of USD 25 billion or more used to be an event, but this year six out of seven were Al-related.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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HYPERSCALER COHORT ANNUAL ISSUANCE (USD BILLIONS, BARS) AND SHARE OF
TOTAL INVESTMENT-GRADE AND OF NON-FINANCIAL EX-UTILITY ISSUANCE (LINES), 2009-2026
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Source(s): CreditSights, August 2026
Bonds in other currencies are the second channel and the fastest-growing. The hyperscalers raised USD 62
billion in euros, Swiss francs, sterling, Canadian dollars and yen — four times the amounts they raised abroad
in the whole of 2025 - with dollar issuance falling to 63% of their global total from 86%. Most of those markets
had almost no exposure to these issuers, so the demand is additive rather than borrowed from the dollar market,
and it relieves the pressure on dollar spreads.
HYPERSCALER ISSUANCE BY CURRENCY (USD BILLIONS)
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Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.

Back to Contents UNION BANCAIRE PRIVEE, UBP SA 10



UBP HEADLINES

Project finance moves the debt off the parents’ balance sheet. A developer or a special purpose company
owns and builds the site, the hyperscaler signs a long lease or take-or-pay contract as anchor or sole tenant, the
project borrows against that contract and the building rather than the tenant’s balance sheet. The bonds clear
at IG because the cash flows are ultimately the contractual obligation of a highly rated tenant and they carry
higher yields than that tenant's own bonds because the structure is newer, the collateral is a single asset, and
the investor base is narrower. Loan-to-cost above 85% sounds aggressive until one notices that a leased and
powered data centre is worth well above its build cost. Meta’s Louisiana and Texas ventures with Blue Owl and
BlackRock are the template.

High-yield (HY) and leveraged loans finance the neoclouds and the developers who cannot borrow at IG. In
2026 they are expected to raise USD 65 billion in HY bonds and USD 15 billion in loans, and USD 350 billion over
2026-30, peaking in 2027. The subsector will be around 4.5% of the HY index by year-end versus negligible just
eighteen months ago. CoreWeave's USD 3.1 billion loan in May, secured on chips and contracts with OpenAl and
Cohere, was the first such loan sold to the leveraged-loan market.

Securitisation takes the finished, leased and powered buildings. The US market had issued USD 11 billion in data
centre securitisations by mid-June in commercial-mortgage (CMBS) and asset-backed (ABS) formats, against
a full-year target of USD 30—-40 billion. The constraint is size: the largest data centre CMBS to date was USD 3.2
billion, while a single T GW campus would need USD 10-15 billion from this source. Investors here underwrite
the tenant and the lease, since the residual value of the building is the part they find hardest to price.

Chip financing is the newest channel and, for the next five years, the greatest need. Silicon and servers are
about 60% of the cost of a new site, and public markets have financed almost none of it. CoreWeave's term loans
show the cost falling as the structures mature: its first, in 2023, paid more than nine points over SOFR, while the
fourth, in March, paid 2.25 points and was rated A3 — the first |G rating for debt secured on computing hardware.
Broadcom'’s Al XPV vehicle, which buys the TPUs it makes for Alphabet and leases them to Anthropic, is the
other template, and it is the USD 29 billion Broadcom backstop that lifts most of the notes into |G territory. The
difficulty is duration: whatever a chip’s true life, it is not ten or thirty years, and the three- and five-year issuance
buckets represent only 43% of the |G market, so the buyers who want this paper are a fraction of the market that
needs to fund it.

Private credit takes what the syndicated markets find too bespoke: construction loans, sale-leasebacks, and
the assets not yet stable enough to securitise. Morgan Stanley’s May estimate had USD 700 billion of the USD
1.75 trillion the credit markets are set to supply over 2026-28 coming from private lenders, USD 500 billion of it
asset-backed. Apollo is the template, providing IG-rated private credit at a scale and complexity the public markets
will not price. The same managers also arrive as owners as well as lenders through the joint ventures covered in
Chapter 8, and they regard both as a multi-decade opportunity.

Delayed-draw term loans and commercial paper sit at hyperscaler level too. Amazon arranged a USD 17.5 billion
three-year facility this year, committed now and drawn as the spending arrives, which is cheaper than issuing
a bond and holding the cash. Microsoft has done the opposite, funding from commercial paper and its own
balance sheet.

Equity has returned to the toolkit. Alphabet announced it would raise USD 90 billion, 63% of everything it had
raised by mid-year, while Oracle issued USD 5 billion of mandatory convertible preferred and opened a USD
20 billion at-the-market programme behind it and SpaceX raised USD 86 billion in its June IPO. Then there is
Anthropic, which is rumoured to raise at least a similar amount to SpaceX, with a potential listing in October. All
in, equity was about 35% of the capital the hyperscalers raised in the first half of the year, and Meta and Amazon
are the next obvious candidates. The willingness to sell shares alongside bonds says management sees this as
a balance-sheet-defining event rather than a cyclical spending cycle.

Why do the issuers keep coming back despite wider spreads? Because for every one of them the cost of debt
remains below the cost of equity, and borrowing lowers the average cost of capital. The widening is also smaller
than it sounds. Spreads are a fraction of the all-in yield on these bonds, so a 20 bps move on a 5.5% coupon
changes very little for a treasurer. Spreads have moved, but not enough to constrain issuance.
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Can the market absorb it ?

Two different constraints get conflated in this discussion. One is how much debt the hyperscalers’ balance sheets
can carry before the rating agencies act; the other is how much of their paper the bond market will absorb, and
at what price.

Balance-sheet capacity is large. The four highest-rated names, Microsoft, Alphabet, Amazon and Meta, began
the summer with about USD 430 billion of reported debt, USD 516 billion of cash and equivalents, and annualised
EBITDA' of circa USD 790 billion. Net of cash, and after adding back leases and the other adjustments, that is
leverage of circa 0.4 times. S&P’s downgrade line for Microsoft, Alphabet and Meta is adjusted leverage above 1.0
times and for Amazon above 1.5 times, given the retail business. On those thresholds the four could issue about
USD 400 billion more over the next eighteen months and with earnings growth of 20% stay below 1.0 times. In a
scenario of USD 600 billion of issuance to the end of 2027, slower earnings growth of 15% and higher adjustments,
combined leverage reaches 1.4 times and downgrades towards single-A become likely. The adjustments are
the swing factor: leases signed but not yet started, power contracts, and guarantees all get factored in by the
agencies, and every one of those lines is growing. Under a more stressed scenario the first one to be downgraded
should be Meta.

Market capacity is harder to size and it is the one that binds. How much Al is already in the index depends on
what one counts: 4.6% if you assume the five hyperscalers plus Nvidia, up 2.2 percentage points in two years,
and about 8.0% on a broader definition of all Al-related debt.

Concentration bites at the single name, and no name is close. Amazon is the largest non-financial issuer in
the index at 1.20%, Oracle at 1.17%, Meta at 0.83%, Alphabet at 0.76%, Microsoft at 0.34% and Nvidia at 0.32%,
against the 3% cap most mandates apply. The largest issuer in the index has averaged 2.6% since 1997, Ford
reached 4.51% in 2001 and General Electrics 3.30% before the crisis, and today the largest is JP Morgan at 1.8%.

LARGEST SINGLE ISSUER AS A SHARE OF THE US INVESTMENT-GRADE INDEX, 1997-2026
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1. Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA).
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Whole sectors have gone considerably further, with banks at 26% (and the ‘Big 6’ banks at 19%) and utilities running
between 10% and 15%. To lift the six to a 15% cohort cap would take USD 1.3 trillion of issuance in eighteen
months, which is out of reach. The nearer limit is the 1.5% cap many mandates apply to a low investment-grade
name like Oracle (some USD 60 billion of issuance away) and what that produces is forced selling by holders
with no view on the credit at all.

Volume, then, is not the binding constraint; price is. July was a difficult month for the theme. Amazon's second
jumbo deal of the year surprised a market that thought it was done, coverage fell from nearly five times at the
start of the year to below two, and the new-issue concession went from almost nothing in February to the
mid-teens in basis points. Alphabet's USD 25 billion in August drew a USD 115 billion order book and still paid
a healthy premium. By our count, as at 3 September, just over half of the bonds the four have issued this year
are still trading at least 5 bps wider than at issue, while the investment-grade market as a whole is close to its
tightest spreads since the financial crisis. The AA-rated names are now trading in line with single-A or BBB
paper, depending on the tenure.

Nothing illustrates the point better than a single comparison: Meta's 2063 bonds now yield more than the
Dominican Republic's 2060s at a similar duration. A AA- company holding USD 90 billion of cash, pays more
than a BB emerging market. The convergence is recent: the gap was around 200 bps at the start of the year and
has closed almost entirely since June, with Meta widening into the supply and the sovereign rallying.

META 5.75% 2063 VS. THE DOMINICAN REPUBLIC 5.875% 2060

4
05.2023 11.2023 05.2024 11.2024 05.2025 11.2025 05.2026

e \ETA 5.75% 2063 DOMREP 5.875% 2060
Source(s): Bloomberg, 5 September 2026

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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That leaves the market pricing a scenario worse than the stress cases
and doing so on technicals, not fundamentals. It also answers two of the
guestions most often asked:

= Are portfolios bumping against limits? No. The cohort is 4.6%
against a 15% sector cap, and no single name is near the 3% issuer
limit most mandates apply. Oracle is the exception, because a BBB-
name typically carries a 1.5% cap instead.

= |s demand saturating, so that deals clear only wider? Partly, and that
is what the concessions are saying.

One dependence is worth naming. Equity was about 35% of everything
the hyperscalers announced in the first half of the year, and on top of
that they hold more than USD 600 billion of stakes in OpenAl, Anthropic
and SpaceX that could be monetised to help fund the build-out. Both legs
rest on the same assumption: if the equity market de-rates the sector
lower, the bond market is asked to finance a larger gap at the moment its
own appetite for this paper is weakest. The exposure is not confined to
whoever owns the bonds: Microsoft, Nvidia, Apple, Alphabet, Amazon and
Meta together account for about 17% of the MSCI All Country World index,
so the equity that would have to be sold and the equity most investors
already own are the same handful of names. That is the correlation to
keep in mind this cycle.

The good outcome for spreads is supply falling for the right reasons:
returns on the investment improving the cash-flow path so the borrowing
is no longer needed, capex inflation easing as power and memory
de-bottleneck, or the underlying businesses simply out-earning leading
to self-funding or less need of debt.

Our conclusion is that the market’s price binds first, and that it binds
through the concession. Each jumbo deal resets the clearing level for
the sector, the secondary market marks the last vintage to the new level,
and the next deal has to pay more. The issuers’ response is already
visible in Chapter 3: other currencies, projects, chips, and pre-funding
while the window is open. The balance sheets reach S&P’s 1.0 times line
only around USD 600 billion of new debt, which at the current pace is a
2027-28 question.
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What they owe,
and what they are owed

The five (ie. adding Oracle) report about USD 566 billion of debt between them. The obligations they have signed and
not yet recorded come to roughly USD 2.9 trillion — more than three times their reported debt and leases combined.
None of it is hidden, but it is disclosed in five places under four conventions and the three rating agencies treat it
four different ways. The same balance sheet can be called pristine or heavily encumbered depending on who is
describing it. Here, we look at the pieces in order, from the ones everybody counts as debt to the ones nobody does.

Debt and cash. Amazon owes USD 176 billion, Oracle and Alphabet about USD 130 billion each, Meta USD 84 billion
and Microsoft USD 46 billion, the last of these being the smallest debt load of any company of comparable size in
the world. Against it the five hold about USD 614 billion in cash and securities, with Microsoft, Alphabet and Meta
all holding more cash than debt. Alas, there is more.

Leases that have started. A lease is a contractual obligation to pay a fixed sum on a fixed schedule for years, which
makes it debt in all but name, and once the lease begins, the present value of those payments goes on the balance
sheet as a liability. Amazon carries the most at USD 110 billion, mostly warehouses and only some data centres,
and Microsoft USD 89 billion, of which USD 67 billion is finance leases, an unusual mix that is the reason its low
reported debt understates its leverage. Oracle has USD 38 billion, Meta USD 30 billion and Alphabet only USD 21
billion, because Alphabet owns most of its data centres while Oracle leases almost all of its roughly 180 sites.

Add the leases to the debt and divide by EBITDA and the sector separates into two groups. On a gross basis,
Microsoft is at 0.6 times, Alphabet 0.7, Meta 0.8 and Amazon 1.4 and Oracle at 4.3 times. That gap is why Oracle
is rated BBB- and the other four AA- or better.

Now for the ones not counted directly, starting with leases signed but not started. A lease for a data centre still
under construction sits outside the balance sheet until the building is ready. The amounts disclosed are undiscounted
future payments, and they are large: USD 347 billion at Meta, commencing between 2026 and 2036 on terms of up
to thirty years, USD 329 billion at Microsoft, USD 260 billion at Oracle, USD 137 billion at Amazon and USD 91 billion
at Alphabet. That is USD 1.16 trillion of contracted, non-cancellable payment obligations waiting for a completion
certificate.

There is a case for not adding these to debt, since pulling the payments forward without the earnings they will
produce would be punitive, and the agencies take this view. However, the leases still matter for projections: the
payments begin when the buildings are finished, which will be in 2027 and 2028, which is why leverage rises then
whether or not another contract is signed.

Joint ventures and residual value guarantees. Meta owns 20% of two ventures that are building data centres for
which it is the sole tenant, and the leases are written as four-year terms renewable to twenty. No developer finances
a twenty-year asset against a four-year lease, so Meta gave two residual value guarantees of up to about USD 41
billion, essentially promising to cover the shortfall if it walks away and the building sells for less than an agreed
floor. However, neither the joint ventures’ debt nor the guarantees appear on Meta's balance sheet. S&P will treat
the leases as eight-year obligations and adjust only if the guaranteed value exceeds its own stressed valuation.
Moody’s has signalled it will adjust where the accounting understates the economics, and one research house
would capitalise the full twenty-year lease and ignore the guarantee to avoid counting the same risk twice. Three
defensible methods, three different answers.

Purchase commitments, which nobody treats as debt. These are contracts to buy chips, servers, construction,
energy and cloud capacity, and they total about USD 1.57 trillion: USD 811 billion at Alphabet, of which USD 201 billion
falls due within a year, USD 350 billion at Meta, USD 229 billion at Microsoft, USD 149 billion at Amazon and USD
32 billion at Oracle. There is a good case for not calling them debt, since the money buys assets that will generate
revenue, and some orders could eventually be rescheduled, reduced or cancelled if Al demand disappoints. Still, there
is an equally good case for watching them, because this is cash the companies have promised to spend whether
or not the demand arrives, and Alphabet’s figure rose by USD 479 billion in a single quarter without the company
detailing why — likely due to its recent April long-term agreement with Broadcom to build TPUs.
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Backstops and guarantees which have the strongest claim to be debt and the least disclosure. When a hyperscaler
guarantees the lease obligations of a weaker company, a neocloud, or a former crypto miner, that company borrows
at a price it could never achieve alone, and the hyperscaler takes warrants in the developer and a commitment from
the borrower to run its chips. Alphabet has some USD 75 billion in place or promised, most of it accounted for as
credit derivatives with terms of up to fifteen years, and Broadcom'’s backstop of Anthropic's chip leases runs to USD
29 billion. S&P counts such guarantees as debt when the beneficiary is not IG, while Fitch will count Broadcom's
at a meaningful discount because the racks would be recoverable. What is disclosed is the worst case, not the
likely one, and nobody can price the difference while the borrowers’ (Anthropic/OpenAl) accounts stay private.

The off-balance-sheet obligations are more than three times the ones on it: USD 2.9 trillion against USD 0.9 trillion
across the five hyperscalers covered, and the Wall Street Journal's August headline, ‘Why Big Tech's Al Spending
Is USD 3 Trillion Higher Than It Seems’, reaches a similar total across nine technology companies instead of five —
adding Nvidia, Broadcom, SpaceX and AMD barely moves it.

These items also rank almost in reverse of how the accounting treats them. Purchase commitments are the largest
and the least alarming, because they buy assets that earn. Leases not yet commenced are smaller and more binding,
because they are non-cancellable and arrive on a construction schedule. Guarantees are the smallest and the most
dangerous: because they are exposure to somebody else’s credit, they are triggered precisely when everything else
is going wrong, and they are disclosed only as a maximum.

WHAT EACH HYPERSCALER OWES, AND WHAT IT HAS PROMISED

USD billion unless stated Amazon Microsoft Alphabet Meta Oracle
S&P rating AA AAA AA+ AA- BBB-
Revenue (last 12 months) 776 332 446 228 67
EBITDA 193 211 201 135 37
Capex 173 145 132 92 56
Capex as % of revenue 22% 44% 30% 41% 83%

On balance sheet

Debt 176 46 130 84 130
Cash and securities 144 77 271 90 32
Operating lease liabilities 96 22 18 29 30
Finance lease liabilities 13 67 3 1 8
Lease-adjusted gross leverage 1.4x 0.6x 0.7x 0.8x 4.3x
Lease-adjusted net leverage 0.7x 0.3x net cash 0.2x 3.4x

Off balance sheeet

Leases signed, not commenced 137 329 91 347 260
Purchase commitments 148 229 811 349 32
Residual value guarantees - - - 41 -
Guarantees and backstops n/d n/d 75 n/d n/d
Memo

Backlog (RPO) 496 684 520 n/m 638
Backlog / future lease payments 1.8x 1.5x 4.5x n/m 2.0x

Source(s): CreditSights, 20 August 2026, from company filings. Amazon and Alphabet are pro forma for their summer issuance;
Oracle’s fiscal year ends in May. Meta's purchase commitments exclude a further USD 14.7 billion contingent on Nebius re-selling
the capacity. Residual value guarantees and backstops are shown only where the filings quantify them, so a dash means no
disclosure rather than no exposure. The backlog row is our sum of the four companies’ latest filings and is not published as a total.

None of this changes the conclusion of the previous chapter. Adjusted leverage across the four highest-rated

names is 0.4 times net, and even the stressed path, which adds USD 830 billion of adjustments to USD 600 billion
of new debt, reaches only 1.4 times. Interest is not the constraint either: USD 600 billion of new borrowing at

Back to Contents UNION BANCAIRE PRIVEE, UBP SA 16



UBP HEADLINES

current yields costs roughly USD 30 billion a year against combined earnings of close to USD 790 billion. What
the off-balance-sheet items change is the direction of travel. The debt-like obligations are growing faster than
the debt and they are concentrated in the two names (Meta and Oracle) with the least ownership of their own
infrastructure, and the agencies have told us in writing that they will start counting some of them.

One asset sits on the other side of all this. Every item so far has been something the five have promised to pay.
The same filings carry what has been promised to them: a cloud provider's backlog, or its remaining performance
obligations, is revenue it has contracted but not yet delivered. The last row of the table sets that against the
lease payments still to come, and on that measure every one of the four is covered more than once over, from
one and a half times at Microsoft to four and a half at Alphabet. That used to be the end of the question.

In the cloud era a backlog was a comfort: tens of thousands of customers, each contract small, each paid out of
an existing business. In the Al era it is the most important number in the sector. Amazon's backlog was USD 22
billion when it first disclosed one in 2019 and USD 50 billion by the end of 2020, Microsoft's was USD 68 billion
and USD 112 billion on the same dates, and Alphabet’'s was USD 11 billion and USD 30 billion. On the latest filings
the same three are owed USD 496 billion, USD 684 billion and USD 520 billion, and with Oracle’s USD 638 billion
the four carry some USD 2.3 trillion between them by their own calculations. A backlog used to grow in line with
revenue. The gap between what has been contracted and what is being delivered is now measured in years.

According to our estimates, roughly 40% of that backlog is owed by OpenAl and Anthropic. The counter-evidence
should be read alongside it: the labs are short of computing capacity today, so the demand they are extrapolating
from exists, even if commitments on this scale are a forecast whatever the current queue looks like. Microsoft's
backlog grew 84% year-on-year, but only 25% excluding OpenAl, i.e. close to its historical rate, and Oracle added
USD 85 billion in a single quarter from a broader set of customers than the OpenAl headline suggests, even if
roughly half of what it is owed still rests on OpenAl alone. Backlog is becoming less useful to forecast near-term
revenue growth as its duration is increasing with more of the contracted value pushed into the future.

CONTRACTED REVENUE NOT YET DELIVERED, END-2020 VERSUS LATEST FILINGS (USD BILLIONS)

684 (6x) 638
520 (17x) 496 (10x)
112 -
[ ] v — —
Microsoft Oracle Alphabet Amazon
m End-2020 Latest Fillings

Source(s): company filings and UBP; CreditSights, 20 August 2026. Definitions differ by company: Amazon reports commitments
for future services, Microsoft a commercial backlog and Alphabet commitments not yet recognised as revenue, and Oracle
did not disclose a comparable figure in 2020. Meta is excluded, as it sells no cloud capacity to third parties.

What a backlog is worth depends on who owes it. For a hyperscaler, a customer that cannot pay means a non-
cash impairment, capacity to re-let and potential margin compression while a data centre built for one tenant
is filled with others. The fixed costs stay, the revenue goes, and search, retail or software carries the company
through. A neocloud that has borrowed against the contract has no second cash flow, and its debt amortises on a
schedule the lost revenue does not change. And here customer concentration is an issue, for example CoreWeave
took 62% of its revenue from Microsoft alone in 2024 and a further 15% from Nvidia.

The offsets are real: four of the five are rated AA- or better, earnings are growing at about 20% a year and the
capacity being built out is sold before it is finished. Oracle is the exception, as it is corporate-funded but owed
roughly half of its backlog by a single loss-making customer, which is why it is the one name where a lab
renegotiation reaches the rating and not just the margin. The question is not whether the hyperscalers can absorb
a lab default, but how much margin they give up if the labs’ payments are renegotiated rather than defaulted.
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Putting on the bear hat

Credit investing is an asymmetric business: get it right and the bond matures at par, get it wrong and the loss
does not come back. This asymmetry is why the previous chapters have discussed whether the money can be
raised, and this chapter is about what happens if the assumptions behind it turn out to be wrong: we are putting
the bear hat on deliberately. The evidence for the build-out is abundant and easy to find; the evidence against is
thinner and duller. None of it is our base case, but it is what we are looking at in case we are wrong.

First, the case for. The capacity is being used. Numerous reports point to customers burning through their entire
2026 Al budgets in a matter of months, and the binding constraint is that there is not enough computing capacity
for agentic workloads (this is when a model carries out a multi-step task, which consumes 5-30x more tokens).
Google processes 3.2 quadrillion tokens a month across its own products, 7x as many as a year ago. Enterprise
cost per million tokens fell from USD 18.40 to USD 2.31 in a year and spending still rose, with 71% of companies
surveyed reporting Al cost overruns. Volume has more than absorbed the price. Anthropic went from USD 0.8
billion to USD 11.5 billion of quarterly revenue in 12 months. Microsoft's gross margin on Al reached about 40%
and is growing. Even the chips are holding their value, with the average rental rate on CoreWeave's A100s, a chip
Nvidia released in 2020, rising over the past year, and its H100s were re-contracted at about 90% of their original
rates despite two newer generations coming up behind them. However, it should be noted that every one of those
data points was gathered amid a shortage.

We start the case against with a reclassification. A take-or-pay contract for computing capacity is financing in
all but name: a fixed payment on a fixed schedule, owed regardless of the buyer’s circumstances, which is what
a lease is and what debt is. Rating agencies have capitalised take-or-pay obligations in other sectors like pipelines,
shipping and power for thirty years, and have not yet done so for computing capacity. Read that way, Al capex
is not a capital budget but a loan book, in which the hyperscaler advances capital in kind, a building full of chips,
against the lab’s promise to pay, and the structure performs for as long as the lab can keep raising money given
their elevated burn rate. If this is true, then we should take four things into consideration.

The first is that the payments start on a construction schedule, not a revenue one. They begin at delivery, and a
gigawatt campus takes two to three years to deliver, so the contracts signed through 2025 and 2026 begin billing
in 2027 and 2028 whatever the buyer's revenue is doing by then. In the interim, the seller reports backlog growth,
the buyer books no expense, and both are valued as growth stories. A large part of that loan book is owed by
two companies with about USD 105 billion of annualised revenue between them against commitments above
USD 1.25 trillion, and the payments on those commitments start in 2027 and 2028. When the bill arrives and the
revenue has not, the likely path is not default but renegotiation dressed as partnership, since a supplier that is
also an investor has every reason to agree, deferrals described as ‘rephasing’, and sub-leased capacity flooding
a market that was sold as scarce.

The second is the rate of change, not the absolute level. Our own estimates have Al capex growth peaking this
year at about 111%, slowing to 45% in 2027 and 11% in 2028. The spending stays enormous throughout, and that
is the point: nothing has to fall for this to matter. A data centre takes two to three years to build, so the capacity
arriving in 2028 was ordered when growth was running above 100%, and the contracts, the loan-to-cost ratios
and the residual values behind it were all underwritten on that trajectory continuing. When growth decelerates,
the first thing to go is not revenue but the marginal contract, the one that would have absorbed the newest site,
which is invariably the most leveraged. Real-estate cycles break this way. Demand does not have to fall; it only
has to stop accelerating against supply that has already been committed. Equity markets re-rate on that turn, and
roughly a third of what these companies have raised this year has come from equity, so the moment the growth
rate peaks is the moment the cheaper leg of the funding gets harder and the bond market is asked to carry more.
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The third is circularity, and it is no longer only bears who are pointing at it. Moody's names the circular economy
among the labs, the hyperscalers and the chip companies as a system that could mask true demand: the labs
spending is funded by the equity its suppliers put in, the suppliers’ revenue is the labs’ spending, and the guarantee
that lets the landlord borrow comes from the balance sheet that owns the tenant. Nvidia sells chips at a gross
margin near 75% and finances the buyer. Alphabet supplies Anthropic's chips, funds Anthropic, guarantees the
leases of the operator running its sites and holds warrants in the landlords. Should end-demand disappoint, the
guarantor, the supplier and the investor turn out to be the same company, and the bill arrives in the one scenario
in which the guarantor can least afford to pay it.

)

The fourth is that capital markets reliably oversupply whatever is growing fastest. Capital chases a return until
the return is gone, and it has never stopped at the point where supply meets demand. This is not an Al observation:
the telecoms sector went from 5% to 23% of the HY market between 1995 and 1999 and then produced sector
default rates of 26% and 45% in 2001 and 2002; the energy sector went from 10% to 17% between 2009 and 2014,
financing shale, and went on to produce double-digit defaults twice in the six years that followed as oil prices
cratered. A useful analogy is the bond market underwriting fibre build-out around 1997 and 1998 - the fibre itself
was fine, traffic grew into it eventually and glass laid in that build-out is still carrying data today, but the companies
that borrowed to lay it were gone long before the demand showed up. And it would be remiss of us not to point
out why that comfort does not transfer: fibre could afford to sit dark for a decade because it lasts three or four of
them. A GPU has an economic life of 3-7 years, so capacity that waits for demand is not waiting, it is expiring.

Three shorter flags deserve a line each. The scaling law — the assumption that larger models keep producing
better results — is the foundation of every forecast in this publication, and it remains an assumption, but one that is
tested every time a cheaper approach appears. Chinese open-weight models are re-pricing the commodity middle
of inference, with Moody’s finding open-source inference costs on average 87% less than proprietary alternatives,
which presses on the pricing of both labs. And the precedent of the US wireless carriers is uncomfortable:
they spent billions upgrading to 5G for revenue from connected devices that never materialised, and made the
investment anyway because losing share was worse. The hyperscalers may be in the same position, spending
to keep pace, with the return arriving as defended market share rather than as new revenue.

The people spending the money are not hiding this. Mark Zuckerberg, asked in September 2025 whether Al was
a bubble, said it was ‘quite possible’, and then explained why he was building anyway: ‘If we end up misspending
a couple of hundred billion dollars, | think that that is going to be very unfortunate, obviously. But what I'd say is |
actually think the risk is higher on the other side.’ For a shareholder that is a defensible position, since the option
value of winning is worth more than the capital at risk; for a bondholder it is the whole problem, and it is safe to
assume the current bond spread is not the first thing on Zuckerberg’s mind.

The bear case is a timing argument and timing arguments have dates. That is what makes it useful and not just
gloomy. The signing boom of 2025 and 2026 has a commencement wall in 2027 and 2028 that can be watched,
contract by contract, as it arrives. None of this argues for owning nothing. An oversupply of the kind described
here destroys the marginal builder and the operator that borrowed against a single contract. It does not kill the
AA-rated company with a second business to carry it, which is why the bear case changes what we own rather
than whether we own.

We are taking that hat off now, but keeping it within reach.
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OpenAl and Anthropic

The two companies at the end of the chain are the ones we know least about, as they are private. They are also the
ones that matter most, having committed more than USD 1.25 trillion to buy computing capacity and accounting
for roughly 40% of the hyperscalers’ backlog according to our estimates. What follows is what can be established
from their suppliers’ filings and announcements over the past several months.

Profitability and scale. Anthropic’s annualised recurring revenue reached USD 65 billion in July, up from USD 9
billion at the start of the year, and surpassing OpenAl’s, which now stands at USD 40 billion-plus. Quarterly revenue
was USD 11.5 billion in Q2 26, up from USD 4.7 billion in Q1 26 and USD 0.8 billion a year earlier and it posted
positive adjusted operating profits — a milestone it had not expected to reach for another two years. The surge
came from company uptake through its programming interface and products such as Claude Code. OpenAl, by
contrast, is expected to burn more than USD 200 billion of cash through 2029, against about USD 12 billion for
Anthropic on our numbers, which turns cash-generative in 2029.

FREE CASH FLOW, OPENAI AND ANTHROPIC, 2022-2030E (USD MILLIONS)
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Revenue mix. Anthropic sells mostly to companies and developers. OpenAl does too, but it also has close to a
billion free users who are not yet monetised effectively and whose queries generate inference costs without revenue.

Commitments. Anthropic’s are above USD 500 billion at a rough estimate: about USD 200 billion with Alphabet
over five years, more than USD 100 billion with Amazon over ten, USD 45 billion with Nscale, up to USD 45 billion
with SpaceX, USD 30 billion with Microsoft, USD 10 billion with Volta and USD 28 billion with TeraWulf and Riot,
among others. OpenAl's exceed USD 750 billion: USD 300 billion with Oracle, USD 250 billion with Microsoft,
USD 138 billion with Amazon, USD 22 billion with CoreWeave and USD 10 billion with Cerebras, among others.
All of these are enormous, and while Anthropic’s are smaller they are growing at a faster clip. One deal is worth
detailing: Anthropic is paying SpaceX USD 1.25 billion a month through 2029 under an agreement terminable on
90 days’ notice by either side, which makes it the only major computing capacity commitment here that either
party can simply walk away from.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.

Back to Contents UNION BANCAIRE PRIVEE, UBP SA 20



UBP HEADLINES

ANNOUNCED COMPUTING CAPACITY AND DATA CENTRE
COMMITMENTS BY COUNTERPARTY (USD BILLIONS)

ANTHROPIC USD 500BN+ OPENAI USD 750BN+

Alphabet - cloud, 5yr Oracle - cloud
Amazon - cloud, 10yr
Microsoft - incremental
Nscale - West Virginia

SpaceX - Colossus 1 Amazon - cloud

Microsoft - Azure CoreWeave

TeraWulf - Kentucky site, 20yr
Cerebras 10
Volta - Norway

Riot - Texas site, 20yr SB Energy - Ohio site, 20yr | n/d

0 50 7100 150 200 250 300 350 0 50 100 150 200 250 300 350
USD billion announced USD billion announced
B Hyperscaler cloud M Sites and neoclouds Terminable on 90 days

Source(s): CreditSights, 31 August 2026, from press reports and suppliers’ filings; neither company publishes accounts, so
these are the commitments that have been announced and can be tracked, not a complete list. SB Energy’s twenty-year Ohio
lease is not quantified. The SpaceX agreement is terminable on 90 days’ notice by either side.

Who stands behind them. Anthropic’s computing capacity is financed through structures that borrow other
companies’ ratings. Alphabet, which owns 14% of Anthropic, guarantees the leases of Fluidstack, the operator
running Anthropic’s own sites, to the developers building them. Broadcom, which manufactures Alphabet’s TPU
design, backstops the lease payments on the vehicle that owns the chips, which is what lifts its notes into the
BBB range. Chapter 9 covers both structures. When a lender underwrites Anthropic it is largely looking through
to Alphabet and Broadcom. OpenAl has no such co-signatory. Microsoft holds equity and takes 20% of OpenAl's
revenue through 2030, worth up to a reported USD 38 billion. An April 2026 amendment removed the payments
that used to run in the opposite direction, so the money now flows one way. Microsoft has guaranteed none of
OpenAl's obligations. Anthropic’s structures put an investment-grade balance sheet between the lender and
the lab; OpenAl's do not.

What a listing would change. Anthropic is expected to IPO soon, which would give the first audited view into a
frontier lab, namely the commitments, the contract terms, the cost of computing capacity and the true shape of
the margin, none of which is public today. The reported target is a valuation near USD 2 trillion, which would hand
the company a funding source it does not have now, i.e. a large and publicly marked equity currency.SpaceX is the
template for what follows: it listed, was rated Baal and BBB above expectations on the strength of its cash and
market capitalisation, and then immediately issued USD 25 billion in bonds. It would not surprise us if Anthropic
took a page from that playbook.

Conclusion: Anthropic is the cleaner of the two names. Profitable sooner, larger, better mixed and less committed,
though it cannot be considered a safe credit. The commitments compound off a small base at a pace that has
become hard to track, with multi-billion agreements signed almost weekly, while the adjusted profitability is a
quarter old. The listing documents will increase visibility, but it will not change what it amounts to: the equity
tranche of a capital structure heavily committed to take-or-pay computing capacity, all of it underpinned by
expected demand on an unprecedented scale.

OpenAl is the harder credit and, for most investors, the one they cannot avoid. It has committed more, earns
less, burns cash at an alarming rate, pays a fifth of its revenue to Microsoft, and has nobody standing behind its
obligations. Almost none of that risk is available to buy directly, which is the point: it arrives through Oracle,
where OpenAl is roughly half the backlog, through CoreWeave, and through the project paper written against
sites built for it. Anyone who owns those names is indirectly exposed to OpenAl.
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Bonds backed
by buildings and chips

The clearest way to see how project bonds work is Meta's two ventures. In October 2025 Meta agreed to
co-develop a 2 GW campus in Louisiana, with Blue Owl owning 80% and Meta 20%. The bonds were issued not
by the venture but by a holding company owning Blue Owl's stake, which is why they are not Meta’s obligation:
Beignet Investor LLC sold USD 27.3 billion of amortising notes due in 2049 at 225 bps over Treasuries and rated
A+, one notch below Meta. The lease begins in 2029, runs in four-year terms renewable to twenty, and carries a
residual value guarantee from Meta of up to USD 28 billion that declines over time. In July 2026 the same design
was used fora T GW campus in Texas with BlackRock: Sopaipilla Investor LLC sold USD 12.6 billion due in 2048
at 288 bps against a USD 14.3 billion build, with a USD 13 billion guarantee and rated AA- by Fitch and A+ by
S&P. The four-year term is why the guarantees exist at all, since no developer would finance a twenty-year asset
against a four-year lease, and only that current term reaches Meta’s balance sheet once it starts.

Construction risk sits with Meta, which pays overruns above 105% of budget and starts paying rent on a fixed
date whatever the state of the site. The S&P notch difference versus Meta comes from the security package:
the notes are secured on the issuer’s equity in the venture, not on the buildings, so a bondholder holds a pledge
of shares, not a claim on bricks. Coverage is a flat 1.12 times, and S&P's stress case — a terminated lease on a
building that will not sell while minimum power charges keep running — takes it to 1.0 times, a case it says arises
only on a collapse in Al demand or a global overbuild.

A second tier of this paper sits in HY, issued by single-site vehicles with eclectic names. Each is a bankruptcy-
remote company owning one campus, sponsored by converted bitcoin miners, developers and infrastructure funds,
although the tenants are the same names as everywhere else: Amazon at Stingray, Meta at APLD ComputeCo,
Nvidia at the two TRACT deals, and CoreWeave at Edged and Elk Grove. They are rated HY despite IG tenants for
two reasons: nobody has guaranteed the residual value, so where Meta stands behind a USD 28 billion shortfall at
Beignet the paper prices slightly over its tenant, and where no one offers the same structure prices 150-340 bps
wider. And these vehicles carry their own construction risk: at Beignet the rent starts on a certain date whatever
the state of the site, while here a delay means no rent and the debt is serviced from reserves. We would expect
upgrades as the sites are completed and the rent starts flowing, since the largest risk in the structure simply
expires. What is left is renewal risk, and, without a guarantee, a tenant that walks at the end of a term leaves the
vehicle with a building to re-let into whatever market exists then. That is the risk we are not paid enough to take:
150-340 bps over the tenant sounds generous until one notices it is compensation for owning a single asset
with no one standing behind its value in a market with no history of what these buildings fetch second-hand.
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PROJECT BOND SPREADS AGAINST THEIR TENANTS’ OWN CURVES, MATCHED DURATION (BPS)
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Source(s): Bloomberg and UBP calculations, 5 September 2026. Tenant comparables are interpolated from each tenant’s
curve at the project bond’s duration. The two Meta ventures carry a residual value guarantee from the tenant; the others do
not. Edged and Elk Grove trade inside CoreWeave, their own tenant.

Chip financing applies the same logic to an asset that depreciates. CoreWeave's fourth term loan is secured
on GPUs and a long-term contract with Meta priced at SOFR plus 225 bps, matures in 2032, and was rated A3 —
the first investment-grade rating for debt secured on computing hardware. The fifth term loan was secured on
contracts with OpenAl and Cohere, priced at 450 bps and rated Ba2, the first such loan sold to the leveraged-loan
market. Same borrower, same kind of collateral, twice the spread and five notches lower; the difference is the
tenant. In both cases, the debt amortises inside the contract term, so the residual value of the chips sits with the
operator, not the lender, which is why CoreWeave can borrow at A3 against a contract while its own unsecured
bonds are rated B1.

Broadcom’s Al XPV vehicle scales the idea: USD 800 million of equity from an Apollo entity, and debt issued as
private placement, with USD 6 billion in notes at roughly 100 bps over Treasuries sold to banks, USD 24 billion
in notes at 5.75% sold to insurers, both lifted to the BBB range by Broadcom's backstop, and USD 4.5 billion in
unguaranteed notes at 8.5%, which is the price of the same asset without a guarantor. The 275 bps between
the two is what Broadcom’s A-rated balance sheet is worth when it is lent out, and the platform was set up
to enable more than 20 GW of computing capacity for Anthropic and OpenAl through 2028, so this is a first
drawdown and not a one-off.
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Into 2027 and 2028:
what to watch

Issuance will pause and then resume. Oracle, Amazon and Alphabet have said they will not be back in 2026, so
the second half of the year should be quieter before the calendar refills in the first half of 2027, as next year's
capex is pre-funded. JPM'’s forecast for 2026 is USD 150 billion of dollar hyperscaler supply, USD 100 billion in
other currencies and about USD 170 billion of data centre and semiconductor structures, some from issuers not
yet in the public market. Over five years it expects USD 2.1 trillion of IG borrowing tied to Al, i.e. USD 420 billion
a year and accelerating. Issuance should peak in 2027-28 at up to USD 600 billion a year if capex runs ahead
of consensus expectations, and decline thereafter if the investments bear fruit and cash flow catches up with
spending. Therisk to that path is the agencies: S&P’'s downgrade line comes into view at around USD 600 billion
of new debt across the four highest-rated names, and Oracle has already been cut.

On our own estimates Al capex growth should peak this year at about 111%, and slow to 45% in 2027 and 11%
in 2028. The absolute numbers keep rising throughout: the five hyperscalers are set to spend USD 5.6 trillion
cumulatively over 2026—-30, and adding SpaceX, CoreWeave and Nebius takes the complex to about USD 6.9
trillion. What changes is the rate of growth, and the slowdown coincides with the years in which the 2025-26
contracts begin to bill. Cloud revenue growth is forecast to reaccelerate sharply in 2027, which is the offsetting
force and the thing to watch: if it arrives, the wall is absorbed, if it does not, the deceleration and the billing
schedule meet.

The cash burn peaks in 2027. Across the two labs, the main neoclouds and SpaceX, our estimates put cumulative
free cash outflow at about USD 717 billion over 2026-30, with the worst year in 2027 at roughly USD 239 billion.
OpenAl accounts for about USD 200 billion of that through 2029, and SpaceX has the largest single share, having
gone from USD 3 billion of quarterly capex a year ago to USD 18 billion. All of it has to be funded from somewhere,
and for the two labs the plan is a listing.

FREE CASH FLOW OF THE FRONTIER LABS, THE MAIN NEOCLOUDS AND SPACEX,
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Source(s): UBP SA estimates.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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Financing will migrate towards chips. Spending on buildings is expected to plateau near USD 580—590 billion
a year from 2028, while spending on chips should rise past USD 800 billion by 2030, and the chip financing will
keep growing as replacement demand becomes a theme. The funding need for silicon alone should surpass USD
2 trillion over five years. Private markets have carried it so far, but public markets will eventually have to take the
weight, which brings back the problem set out earlier: finding buyers for five-year assets at a scale nobody has
needed before, in a market where investors are used to buying longer-dated bonds.

The commencement wall — when signed leases start to bill — arrives on dates that can be checked. More than
USD 1.16 trillion of the hyperscalers’ leases had not started on the latest filings, up from about USD 820 billion
at the end of the first quarter, and the schedule is public: Anthropic's Broadcom capacity and AMD chips in 2027,
its Kentucky site at full load in early 2028, Sopaipilla in December 2028, and Beignet in June 2029, to give a few
examples. Each is a date on which a payment starts against revenue that is still a projection.

Four things to watch. Coverage and the new-issue premium on the next jumbo deal: whether the price of the
marginal dollar is still rising. Microsoft's first bond in nine years: the last balance sheet joining the calendar. The
Anthropic listing documents: the first audited view of a lab’s commitments and profitability. And Oracle’s at-the-
market programme: whether the equity leg of its plan is real. The one we would weight most is the first: the
concession on the next deal is the market's own estimate of how much more of this it wants.
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Glossary

For more terms and definitions, please refer to the following link : www.ubp.com/en/glossary

The terms used in this publication

Hyperscaler: A company that owns computing capacity
on the scale of a utility and rents it out: Microsoft, Amazon,
Alphabet, Oracle, and Meta, which builds mainly for itself.

Neocloud: A specialist that rents out Al computing capacity,
usually financed with debt secured on its chips and on a few
large customer contracts. CoreWeave is the largest.

Frontier lab: A company that trains the leading Al models.
OpenAl and Anthropic are the two that matter the most, but
Alphabet’'s Gemini is also important.

GPU, ASIC, TPU: The chips. A GPU is a general-purpose accel-
erator, mostly Nvidia's; an ASIC is designed for one job and is
cheaper to run for inference; a TPU is Google’s ASIC, made
by Broadcom.

Training and inference: Training builds a model; inference
runs it to answer a query. Inference is where the variable cost
and the revenue sit.

Take-or-pay: A contract under which the buyer pays for
capacity whether or not it uses it.

RPO or backlog: Remaining performance obligations: reve-
nue a company has contracted but not yet delivered or billed.

SPV (special purpose vehicle): A company created to own
one set of assets and the debt against them, so that the debt
does not sit on the parent’s balance sheet.
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Residual value guarantee: A tenant’s promise to cover the
owner’s shortfall if the asset is worth less than an agreed
floor when the lease ends.

Backstop: A promise to make a weaker company’s payments
if it cannot do so.

Term loan, delayed-draw: A loan committed now and drawn
as the assets it finances are delivered; the usual form of chip
financing.

New-issue premium, or concession: The extra yield over its
existing bonds that an issuer pays to sell a new one.

Lease-adjusted leverage: Debt plus the capitalised value of
leases, divided by earnings before interest, tax, depreciation
and amortisation (EBITDA). Gross counts all the debt; net
deducts cash. It is the measure the agencies use to compare
the indebtedness of these companies.

CMBS and ABS: Bonds repaid from a ring-fenced pool of
assets rather than by a company. The pool is commercial
property in the first case, chips, equipment or contracted pay-
ments in the second. The claim is on the pool, not on the
tenant.

SOFR: The floating benchmark rate at which most US loans
are priced.
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DISCLAIMER

This document is a marketing communication containing
GENERAL INFORMATION on financial services reflecting the
sole opinion of Union Bancaire Privée, UBP SA and/or any entity
of the UBP Group (hereinafter “UBP”) as of the date of issue. It
is not and does not purport to be considered as an offer nor a
solicitation to enter into any transaction with UBP, buy, subscribe
to, or sell any currency, product, or financial instrument, make
any investment, or participate in any particular trading strategy
in any jurisdiction where such an offer or solicitation would not
be authorised, or to any person to whom it would be unlawful to
make such an offer or solicitation. This document is meant only
to provide a broad overview for discussion purposes, in order
to determine clients’ interest. It does not replace a prospectus,
KID, KIID or any other legal document relating to any specific
financial instrument, which may be obtained upon request free
of charge from UBP or from the registered office of the issuer of
the instrument concerned, where applicable. The opinions herein
do not take into account individual clients’ circumstances, objec-
tives, or needs.

UBP performs analysis on the financial instruments based on
market offer and may maintain and/or seek to develop business
affiliations with third parties for that purpose; furthermore, UBP
may create its own financial instruments. This generic informa-
tion is therefore not independent from the proprietary interests
of UBP or connected parties, which may conflict with the client's
interests. UBP has policies governing cases of conflicts of inter-
est and takes appropriate organisational measures to prevent
potential conflicts of interest.

The information contained in this document is the result neither
of financial analysis within the meaning of the Swiss Banking
Association's “Directives on the Independence of Financial
Research” nor of independent investment research as per the EU's
regulation on MiFID provisions. EU regulation does not govern
relationships entered into with UBP entities located outside the EU.

When providing investment advice or portfolio management ser-
vices, UBP considers and assesses all relevant financial risks,
including sustainability risks. Sustainability risks are defined by
the EU's Sustainable Finance Disclosure Regulation (2019/2088)
as “an environmental, social or governance event or condition
that, if it occurs, could cause a negative material impact on the
value of the investment”. For further information on our sustain-
ability risk management approach please visit [www.ubp.com].

Reasonable efforts have been made to ensure that the content
of this document is based on objective information and data
obtained from reliable sources. However, UBP cannot guaran-
tee that the information contained herein and gathered by the
Bank in good faith is accurate and complete, nor does it accept
any liability for any loss or damage resulting from its use.
Circumstances may change and affect the data collected and the
opinions expressed at the time of publication. Therefore, infor-
mation contained herein is subject to change at any time without
prior notice. UBP makes no representations, provides no war-
ranty and gives no undertaking, express or implied, regarding any
of the information, projections or opinions contained herein nor
does it accept any liability whatsoever for any errors, omissions
or misstatements in the document. UBP does not undertake to
update this document or to correct any inaccuracies which may
have become apparent after its publication.
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This document may refer to past performance which is not a
guide to current or future results. All statements in this docu-
ment, other than statements of past performance and historical
fact, are “forward-looking statements”. Forward-looking state-
ments do not guarantee future performances.

The tax treatment of any investment depends on the client’s indi-
vidual circumstances and may be subject to change in the future.
This document does not contain any tax advice issued by UBP
and does not reflect the client’s individual circumstances.

This document is confidential and is intended to be used only by
the person to whom it was delivered. This document may not be
reproduced, either in whole or in part. UBP specifically prohib-
its the redistribution of this document, in whole or in part, with-
out its written permission and accepts no liability whatsoever
for the actions of third parties in this respect. This document is
not intended for distribution in the US and/or to US Persons or
in jurisdictions where its distribution by UBP would be restricted.

Switzerland: Union Bancaire Privée, UBP SA is a bank and secu-
rities firm authorised and regulated in Switzerland by the Swiss
Financial Market Supervisory Authority (FINMA).

Monaco: This document is not intended to constitute a pub-
lic offering or a comparable solicitation under the Principality
of Monaco's laws, but might be made available for information
purposes to clients of Union Bancaire Privée, UBP SA, Monaco
Branch, a regulated bank under the supervision of the Autorité
de Contrdle Prudentiel et de Résolution (ACPR) for banking activ-
ities and under the supervision of the Commission de Contrble
des Activités Financieres for financial activities.

Jersey: Union Bancaire Privée, UBP SA, Jersey Branch is regu-
lated by the Jersey Financial Services Commission for the con-
duct of banking, funds and investment business. Union Bancaire
Privée, UBP SA, Jersey Branch is a branch of Union Bancaire
Privée, UBP SA, whose registered offices are at Rue du Rhéne
96-98, PO. Box 1320, 1211 Geneva 1, Switzerland, with its prin-
cipal place of business in Jersey at 3rd Floor, Lime Grove House,
PO. Box 526, St Helier, Jersey JE4 5UH.

Dubai: This marketing material has been communicated by
Union Bancaire Privée (Middle East) Limited, a company reg-
ulated by the Dubai Financial Services Authority ("DFSA"). It is
intended for professional clients and/or market counterparties
only and no other person should act upon it. The financial prod-
ucts or services to which this material relates will only be made
available to a client who meets the professional client and/or
market counterparty requirements. This information is provided
for information purposes only. It is not to be construed as an
offer to buy or sell, or a solicitation for an offer to buy or sell any
financial instruments, or to participate in any particular trading
strategy in any jurisdiction.

Hong Kong: Union Bancaire Privée, UBP SA, Hong Kong Branch, is
a licensed bank regulated by the Hong Kong Monetary Authority
(HKMA) and a registered institution regulated by the Securities
and Futures Commission (SFC) for Type 1, 4 & 9 activities only in
Hong Kong. The securities may only be offered or sold in Hong
Kong by means of documents that (1) are addressed to “profes-
sional investors” within the meaning of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) and any
rules made thereunder (the "SFQ"); or (I) are defined as “prospec-
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tuses” within the meaning of the Companies Ordinance (Chapter
32 of the Laws of Hong Kong) (the “CQ”) or constitute offers to
the public within the meaning of the CO. Unless permitted to do
so under the laws of Hong Kong, no person may issue or have
in their possession for the purpose of issuing, whether in Hong
Kong or elsewhere, any advertisement, invitation or document
relating to the securities, directed at, or likely to be accessed or
read by, the public in Hong Kong, except where the securities are
intended to be disposed of only to persons outside Hong Kong,
or only to “professional investors” within the meaning of the SFO.

Singapore: Union Bancaire Privée, UBP SA, Singapore Branch, is
a bank regulated by the Monetary Authority of Singapore (MAS),
is an exempt financial adviser under the Financial Advisers Act
2001 of Singapore to provide certain financial advisory services
and is exempt under section 99(1) of the Securities and Futures
Act 2001 of Singapore to conduct certain regulated activities.
This document has not been registered as a prospectus with
the MAS. Accordingly, this document and any other document
or material in connection with generic recommendations may
not be circulated or distributed, whether directly or indirectly,
to persons in Singapore other than (l) institutional investors;
or (II) accredited investors as defined under the Securities and
Futures Act 2001 of Singapore. This advertisement has not been
reviewed by the Monetary Authority of Singapore.

Luxembourg: Union Bancaire Privée (Europe) S.A is a credit insti-
tution registered by the Luxembourg supervisory authority the
Commission de Surveillance du Secteur Financier (CSSF).

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano,
operates in Italy in accordance with the European passport —
held by its parent company, Union Bancaire Privée (Europe) S.A.
— which is valid across the entire European Union. The branch is
therefore authorised to provide services and conduct business
for which its parent company, Union Bancaire Privée (Europe)
S.A., has been authorised in Luxembourg, where it is regulated by
the Luxembourg financial supervisory authority, the Commission
de Surveillance du Secteur Financier (CSSF).

Portugal: Union Bancaire Privée (Europe) S.A., Sucursal em
Portugal is regulated by the Securities Market Commission
(CMVM) and duly authorised by Banco de Portugal.

South Africa: UBP Investment Services (Pty) Ltd is an authorised
financial services provider (FSP number 53152) in terms of sec-
tion 8 of the Financial Advisory and Intermediary Services Act,
2002 (Act No. 37 of 2002) and conducts its activity under the
supervision of the Financial Sector Conduct Authority.

Saudi Arabia: This marketing material is communicated by Union
Bancaire Privée KSA Company (UBPKSA), a company regulated
by the Capital Market Authority (“"CMA") under licence number
25299-20. This material is intended for qualified and/or institu-
tional clients only and must not be relied upon by any other per-
son. This document is provided for information purposes only
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and does not constitute an offer, solicitation, or recommenda-
tion to buy or sell any financial instrument or to participate in any
investment strategy in any jurisdiction.

UK: Union Bancaire Privée (UK) Limited is authorised by the
Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority with
the Firm Reference Number (FRN): 119250. It is incorporated
in England and Wales under number 964058 and its registered
address is Marylebone Place, 129-137 Marylebone Road, London,
NW1 5QD.

Guernsey: Union Bancaire Privée (UK) Limited ('UBP UK'),
Guernsey Branch. PO Box 6, Hambro House, St Julian's Avenue,
St Peter Port, Guernsey, GY1 3AE. Tel + 44 14 8172 6521 www.
ubp.com/uk. It is licensed and regulated by the Guernsey
Financial Services Commission to provide deposit taking ser-
vices, investment business services, as well as lending, credit
and finance services, and is also registered as a money services
provider in Guernsey. UBP UK is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority (FCA') and the Prudential Regulation Authority with
the Firm Reference Number (FRN): 119250. UBP UK is registered
in England & Wales under number 964058. Registered office
Marylebone Place, 129-137 Marylebone Road, London, NW1 5QD.
Services provided by UBP UK, Guernsey Branch will be subject
to the regulatory regime applicable in Guernsey, which differs in
some or all respects from that of the UK. For UK resident clients,
certain FCA protections may apply in addition to those available
under the Guernsey regime, in certain specific circumstances.

Gibraltar: Union Bancaire Privée (UK) Limited ('UBP UK'),
Gibraltar Branch. Unit 5.02, Madison, Midtown, Queensway,
Gibraltar GX11 1AA. Telephone + 350 2000 2000 www.ubp.
com/uk. It is authorised and regulated by the Gibraltar Financial
Services Commission in respect of banking, investment and
insurance mediation business. UBP UK is authorised by the
Prudential Regulation Authority and regulated by the Financial
Conduct Authority (FCA') and the Prudential Regulation Authority
with the Firm Reference Number (FRN): 119250 in the UK. UBP
UK is registered in England & Wales with number 964058.
Registered office Marylebone Place, 129-137 Marylebone Road,
London, NW1 5QD England. The liability of the members of UBP
UK is limited. Services provided by UBP UK, Gibraltar Branch will
be subject to the regulatory regime applicable in Gibraltar, which
differs in some or all respects from that of the UK. For UK res-
ident clients, certain FCA protections may apply in addition to
those available under the Gibraltar regime, in certain specific
circumstances.
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