OTS ULLU - CAPITAL ALLOCATION SERIES

Al CapEx 2026:
Scale, Structure, and Return Paths

A practical map of the 2026 Al infrastructure build-out for retail investors: absolute scale, economic models,
quarterly cash-flow impact, interdependence risk, and observable return signals.

EXECUTIVE SUMMARY

Scope. This report stays within capital allocation and return-on-investment questions. It does not cover ESG framing, energy policy, or
Apple. Figures are approximate where companies report ranges and are labeled accordingly. Nothing here is investment advice.

What "Al CapEx" means here. Cash purchases of property and equipment, servers, networking, data-center construction, and related
long-lived assets, as reported on the cash-flow statement, plus material finance-lease principal where companies explicitly include it in
guidance. It excludes pure operating leases that stay off the CapEx line, research and development expense, and content or acquisition
spending. Al CapEx is not a clean line item at every company; management commentary and segment disclosures are used to estimate the
Al-specific share. Market-cap normalization is used only as a secondary lens to show relative intensity of investment, not as a valuation
claim.

The headline. Four hyperscalers have guided to roughly $720-765 billion in combined 2026 CapEx. Adding Oracle, CoreWeave, and
SpaceX pushes observable U.S. Al-related CapEx above $850 billion for the year, against a backdrop of compressing or negative free cash
flow at three of the four largest spenders.

AUTHOR DATA CURRENT THROUGH FACT-CHECKED
Sam Vishwas Q2 2026 / fiscal Q4 2026 earnings, early Against primary filings and transcripts,
Founder, OTS Ullu (otsullu.com) August 2026 August 7, 2026
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Scale of the Build-Out

The four largest hyperscalers, Amazon, Alphabet, Microsoft, and Meta, have guided to roughly $720 to $765 billion in
combined capital expenditure for calendar 2026. Adding Oracle, CoreWeave, and SpaceX pushes the observable U.S. AI-
related CapEx total well above $850 billion for the year.

Table 1. 2026 CapEx Guidance (Selected Companies)

COMPANY 2026 GUIDANCE NOTES

Amazon ~$220B  Raised from ~$200B on July 30 earnings call, cited higher memory costs
Alphabet $195-205B  Raised from $190B after Q2 earnings, July 22

Microsoft ~$175-190B Calendar-year estimate; guidance held steady versus peers

Meta $130-145B Includes finance-lease principal; narrowed from $125-145B

Oracle ~$70B net Fy27  Fiscal 2027 guidance; gross $90-95B before customer prepayments

CoreWeave $31-35B Neo-cloud specialist

SpaceX ~$45B (est.)  No formal guidance issued; figure is an analyst estimate, not company guidance

2026 CapEx Guidance by Company

Bars scaled to $220B (Amazon, the largest single guidance figure in the set)
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Sequential quarterly increases remain large. In the most recent reported quarter (ended June 2026), Amazon spent $53.1
billion on cash CapEx, Alphabet $44.9 billion, Microsoft $41.0 billion, Meta $31.1 billion, and SpaceX $18.4 billion, of which
$15.8 billion was Al infrastructure.
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SECTION 02

Four Economic Models

Four practical categories organize the different return paths and risk profiles. They are not rigid classifications.

PLATFORM OPERATORS SPECIALTY / NEO-CLOUD BUILDERS

Amazon, Microsoft, Alphabet, Meta Oracle, CoreWeave

Large existing cloud or advertising businesses that fund heavy Companies whose primary business is selling Al compute capacity under
infrastructure primarily from operating cash flow, then monetize through multi-year contracts, often with significant customer prepayments that
cloud services, advertising, or internal model deployment. improve the cash profile of CapEx.

VERTICAL INTEGRATORS SUPPORTING INFRASTRUCTURE

Tesla, SpaceX Power, cooling, networking, storage suppliers

Companies building Al primarily for their own physical products and Capture spend without owning the end-user Al models or cloud

systems: autonomous vehicles, robots, and related real-world applications. relationships. Treated in its own section below; sits adjacent to, not inside,
This is physical Al, structurally harder and slower to commercialize than the other three categories.

pure software or chatbot models.

SpaceX dual-role note. SpaceX is best classified as a Vertical Integrator for its core internal demand (its Al business, formerly xAl, plus
physical systems following the 2026 SpaceX-xAl merger). It has, however, become a material external compute supplier. Its agreement with
Anthropic, disclosed in SpaceX's May 2026 S-1 IPO filing, is worth $45 billion in total, structured at $1.25 billion per month through May 2029,
with either party able to exit on 90 days' notice. This dual role, internal demand plus external leasing, is material and should be tracked
separately from pure vertical spend.

Methodology Notes

e Primary source: company-reported CapEx, management guidance, and earnings call transcripts.

e Ranges are preserved where companies give them; fiscal-year figures are flagged separately from calendar-year figures.
e Cross-year and cross-company comparisons use calendar-year framing where possible.

e Free-cash-flow coverage of CapEx is shown as operating cash flow divided by CapEx for the same period.

e No forward valuation multiples or stock recommendations are offered.

SECTION 04

Company Deep-Dives

Amazon

Largest absolute spender. Guidance raised to approximately $220 billion for 2026 on the July 30 earnings call, up from $200
billion, driven by higher memory costs. CEO Andy Jassy told investors the company will still not have enough capacity to meet
demand in 2026, and expects that to hold into 2027. AWS revenue grew 37 percent in Q2, the fastest pace in eighteen
quarters, with an AWS backlog of $496 billion. Trailing-twelve-month free cash flow moved to an outflow of $7.6 billion,
driven by a $66.1 billion year-over-year increase in property and equipment purchases.

Alphabet
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Guidance raised to $195-205 billion after Q2 earnings on July 22. Q2 CapEx alone reached $44.9 billion. Google Cloud
backlog reached $514 billion, roughly double the figure reported a year earlier. Free cash flow turned negative in Q2, the
first negative quarter in roughly two decades, an outflow of approximately $5.9 billion.

Microsoft

Calendar 2026 CapEx in the $175-190 billion range. Azure growth continues at a high rate, with management stating Azure
demand exceeds supply. Microsoft has kept free cash flow positive while several peers turned negative, though the margin of
safety is narrower than in prior years.

Meta

Guided to $130-145 billion for 2026, including finance-lease principal, narrowed from a wider prior range. Q2 CapEx was
$31.1 billion against $31.9 billion of operating cash flow, consuming nearly all of it. Free cash flow fell from $8.5 billion to
$784 million year over year, a decline of more than 90 percent.

Oracle

Fiscal-year correction. Oracle's reporting year ends May 31, which offsets it from the other companies in this report. Fiscal 2026 (the year
ended May 31, 2026) actual CapEx was $55.7 billion, exceeding Oracle's own prior guidance of $50 billion. For fiscal 2027, Oracle has guided
to gross CapEx of $90-95 billion, with $20-25 billion expected to be reimbursed by customer prepayments, for a net self-funded outlay of
approximately $70 billion. Readers should not read Oracle's figures as directly calendar-year comparable to the other companies in this
report.

Remaining performance obligations reached a record $638 billion as of May 31, 2026, up 363 percent year over year and up
$85 billion in the fourth fiscal quarter alone. Most of the increase reflects large-scale Al contracts, including arrangements
where the customer prepays for or supplies GPU hardware directly, a structure that reduces Oracle's own capital burden.
Bank of America has estimated that more than half of the RPO traces to a single customer, OpenAl. Free cash flow was
negative $23.7 billion for fiscal 2026, and Oracle plans to raise approximately $40 billion in additional debt and equity
financing in fiscal 2027. S&P Global Ratings downgraded Oracle's credit rating to BBB- in July 2026, citing the capital
intensity of the AI buildout.

CoreWeave

Focused neo-cloud pure-play guided to $31-35 billion of 2026 CapEx. Revenue backlog, which per CoreWeave's own
definition includes remaining performance obligations plus other amounts the company estimates will be recognized under
committed customer contracts, reached $99.4 billion at the end of Q1 2026, up nearly 50 percent sequentially. Management
has stated that CapEx is tied to already-signed customer contracts, with roughly 36 percent of the backlog expected to
convert within 24 months and roughly 75 percent within four years.

Tesla

Guided for more than $25 billion of 2026 CapEx, with management indicating spending will continue to grow for the next two
to three years. Portions of the spend support Al training compute, semiconductor efforts, vehicle autonomy, and humanoid
robotics. Because the compute is intended primarily for internal products, external market recovery matters less to utilization
than it does for the Platform Operators.

SpaceX

SpaceX completed the largest IPO in history in June 2026, raising $85.7 billion, following its earlier 2026 merger with xAlI. Its
first quarterly report as a public company, released August 4, showed Q2 revenue of $7.81 billion, up 92 percent year over
year, against a narrowed net loss of $541 million. Q2 CapEx reached $18.37 billion, more than sixfold higher than a year
earlier and well above the $13.22 billion analysts had expected, of which $15.83 billion was Al infrastructure. Q1 CapEx had
been $10.1 billion, of which $7.7 billion was Al. The company's Al segment (which includes its former xAI business, the X
platform, and cloud services) generated $2.56 billion in Q2 revenue, up 247 percent year over year, but posted a $1.26 billion
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operating loss.

Correction: no formal guidance. SpaceX did not provide formal financial guidance for the remainder of 2026. A full-year run-rate figure of
roughly $65 billion, implied by extrapolating the Q2 pace, is not something management stated. Sell-side estimates instead cluster closer to
$45 billion for full-year 2026 CapEx. Separately, JPMorgan has flagged SpaceX capex approaching $200 billion annually by 2027 and 2028 as a
multi-year risk to free cash flow, a trend it also sees across the hyperscalers generally. Both figures are analyst projections, not company
guidance, and should be presented as such.

SpaceX ended Q2 with $100 billion in cash, cash equivalents, and marketable securities, and reported an Al backlog
contributing to a company-wide backlog of $47.5 billion. Musk has stated an internal target of a $100 billion Al annualized
revenue run rate by year-end. The stock fell as much as 11 percent after the Q2 report despite the revenue beat, on investor
concern over the pace of Al capital spending and the absence of guidance.
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2026 CapEx by Quarter and Cash-Flow Impact

The full-year guidance numbers are large, but the cash leaves the building in stages. The second-quarter numbers show
continued acceleration rather than a plateau.

Table 2. Q2 2026 CapEx and Sequential Change (Selected Companies)

Q2 2026 SEQUENTIAL

COMPANY S p— ——— CASH-FLOW COVERAGE

Amazon $53.1B +$10.2B  TTM free cash flow negative ($7.6B outflow)
Alphabet $44.9B +~%$9B  Negative for first time in roughly two decades
Microsoft $41.0B +~%$9B  Positive; strongest coverage among the four
Meta $31.1B +~$11B Barely positive; FCF down over 90% YoY

Financed substantially by IPO proceeds and external capital, not internal cash

SpaceX $18.4B +$8.3B .
generation

Operating cash flow still covers CapEx at Microsoft and Meta on a quarterly basis in the most recent data, while Amazon,
Alphabet, and especially SpaceX show materially lower coverage ratios. Full-year arithmetic for Amazon, roughly $97-106
billion combined for the first half against the $220 billion full-year target, implies a second-half run-rate of approximately
$114-123 billion, consistent with the guidance within normal quarterly variability.

Q1 vs. Q2 2026 CapEXx, Side by Side

Bars scaled to $53.1B (Amazon Q2, the largest single-quarter figure in the set) - source: company 10-Q filings and earnings releases
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SECTION 06

Supporting Infrastructure and Peripheral Players

A second layer of companies supplies the storage, servers, networking, power, and cooling systems that turn capital budgets
into working data centers. This category sits adjacent to the four economic models above; it is not folded into any single one
of them. To keep the list focused, two filters apply: market capitalization above $25 billion, and clear, material exposure to Al
infrastructure spend rather than pure software or services.

Storage and Data Management

NetApp provides high-performance enterprise storage systems and software used in Al training and inference environments,
helping manage the rapid growth of unstructured data that accompanies large model workloads.

Servers and Systems

Dell Technologies is a major supplier of Al-optimized servers, storage arrays, and full-rack solutions sold to both hyperscalers
and large enterprises, with a growing share of revenue tied directly to Al infrastructure deployments.

Networking

Cisco Systems supplies the switching, routing, and data-center networking fabric that connects GPU clusters at scale. Arista
Networks focuses more tightly on high-speed Ethernet switches designed for AI and cloud workloads.

Power and Cooling

Vertiv designs power-management and liquid-cooling systems required by high-density Al racks. GE Vernova and Eaton
supply power-generation equipment, grid infrastructure, and electrical systems that support the electricity demand of new
data centers.

These companies do not set the overall CapEx budget, but they convert a large portion of it into physical capacity. Their
order books, backlog growth, and utilization commentary serve as useful secondary signals of how quickly the AI build-out is
progressing. Exposure is real but second-order: returns depend on the durability of the primary CapEx cycle rather than on
model performance itself.
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SECTION 07

Private Frontier Demand

Large multi-year compute commitments from frontier model developers form an important demand bridge for the public
infrastructure builders. OpenAl and Anthropic are private and are therefore excluded from any ranking; they are treated
solely as demand catalysts.

OpenAl has raised its projected compute spending to approximately $750 billion through 2030. Publicly reported agreements
include a roughly $300 billion multi-year contract with Oracle (a primary driver of Oracle's RPO growth), an AWS
commitment totaling approximately $138 billion over eight years, and substantial additional Azure spending, alongside a
roughly $250 billion incremental Azure commitment.

Anthropic has announced an up-to-5-gigawatt agreement with Amazon, including nearly 1 GW of new capacity by the end of
2026; a 5 GW agreement with Google and Broadcom beginning in 2027; a strategic partnership with Microsoft and Nvidia
including $30 billion of Azure capacity; and a $50 billion U.S. infrastructure investment with Fluidstack. It has separately
agreed to use all compute capacity at SpaceX's Colossus 1 facility, more than 300 megawatts across more than 220,000
Nvidia GPUs, at $1.25 billion per month through May 2029, a deal worth $45 billion in total as disclosed in SpaceX's IPO
filing.

These contracts convert CapEx into contracted revenue for the infrastructure owners and reduce near-term utilization risk.
They do not eliminate the longer-term question of whether the underlying models generate sufficient end-user value to
sustain the spending cycle.

KEY TAKEAWAY

Interdependence and Domino Risk

The AI CapEx cycle is no longer a set of independent company budgets. It is a dense web of multi-year commitments
linking the hyperscalers, frontier labs, chipmakers, and specialized infrastructure providers to one another. A
material delay, funding shortfall, or strategic reversal at any one of the large nodes, whether a frontier lab, a major
hyperscaler, or a key infrastructure supplier, would ripple through multiple balance sheets at once.

SpaceX's dual role, internal vertical demand for its own Al business plus external leasing to Anthropic, adds a
distinct transmission channel. Changes in Anthropic's spending, or the spending of any other SpaceX Al-
infrastructure tenant, directly affect SpaceX's Al segment revenue and cash flow, which investors are already
scrutinizing closely following the Q2 stock decline. Chipmakers themselves often take equity or warrants in the same
labs that later buy their silicon, closing the loop further.

Backlogs that currently look like locked-in demand could convert more slowly than expected. Free-cash-flow pressure
would intensify for the builders, and secondary suppliers of servers, networking, power, and cooling would feel a
slowdown quickly. Conversely, successful monetization of leased capacity shortens the cash-payback period on new
CapEx and can accelerate further build-out; durability of that pattern across multiple quarters, not a single data
point, will be the more informative signal.
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SECTION 09

Infrastructure Scorecard

A structured worksheet for the reader to fill in as each quarter's results arrive. Track the six signals below against each
company covered in this report.

METRIC AMAZON ALPHABET MICROSOFT META ORACLE COREWEAVE TESLA SPACEX
Absolute CapEx trajectory

Cash-flow coverage

RPO / backlog growth

Capacity additions (GW)

External leasing share

Physical-Al milestones

Absolute CapEx trajectory: actual spend versus most recent guidance, and direction of any revision. - Cash-flow coverage: operating cash flow divided by CapEx, same period. -
RPO / backlog growth: sequential change in remaining performance obligations or contracted backlog. - Capacity additions: gigawatts brought online versus management
commentary on remaining shortages. - External leasing share: especially relevant for SpaceX, given its dual internal/external role. - Physical-Al milestones: Tesla autonomy miles,
Optimus deployment rates, versus pure cloud utilization (Tesla and SpaceX only)

SECTION 10

Segment Leaders and Forward Indicators

Near-term observable signals matter more than narrative. Retail investors should watch, each quarter:

e Whether CapEx guidance rises, holds, or is cut, and whether companies begin issuing formal multi-quarter guidance
where they currently do not (SpaceX being the clearest current gap)

e Cash-flow coverage ratios, and whether any currently positive company (Microsoft, so far) turns negative
e Growth in multi-year contracted cloud and Al services revenue or RPO
e Gigawatts of new capacity brought online versus management commentary on remaining shortages

e For Vertical Integrators: measurable progress in physical systems that can absorb the compute, such as autonomy miles or
robot deployment counts

e Any shift in the mix between internal and external demand, particularly at SpaceX

The distinction between software or chatbot AI and physical Al remains important. The former can scale revenue faster once
models improve; the latter faces longer hardware, safety, and real-world integration cycles. Both are funded by the same
CapEx wave, but their return timelines differ.

SECTION 11

Closing Observation

The absolute scale of 2026 Al CapEx is unprecedented. The more useful questions are structural: which economic models
convert the spend into durable cash returns, how quickly payback occurs, and how interdependent the participants have
become. The data above is intended as a working map rather than a forecast. Readers can update the tables and scorecard as
new quarterly results arrive. No stock recommendations are offered.
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About OTS Ullu

OTS Ullu is Sam Vishwas's financial education platform, built around a systematic, data-driven approach to options income and capital
markets. The name draws on the Indian mythological symbolism of the owl (Ullu) as the vahana of Lakshmi, representing clarity, patience,
and wisdom in how capital is deployed. This report is part of the OTS Ullu Capital Allocation Series, which applies the same disciplined,
source-checked approach used in the platform's options and portfolio work to broader market structure questions like this one.

WEBSITE VIDEO / COMMENTARY ARTICLE ARCHIVE (THE OBSERVATORY)
otsullu.com youtube.com/@otsullu otsullu.com/#observatory

IMPORTANT DISCLOSURES

Educational purpose only. This report is provided for general educational and informational purposes. It does not constitute investment, financial,
legal, or tax advice, and it is not a recommendation to buy, sell, or hold any security. Nothing in this document should be construed as an offer or
solicitation.

Al-assisted research and drafting. Portions of this report were researched, drafted, or formatted with the assistance of Al language models. Al
systems can make mistakes, including factual errors, outdated information, and misattributed figures, even after fact-checking against primary sources.
All data points should be independently verified against original company filings and disclosures before being relied upon for any decision.

No guarantee of accuracy or completeness. Figures reflect company guidance and reported actuals as of the dates noted and are subject to
revision in subsequent filings. Past spending patterns and management commentary are not guarantees of future results.

Do your own research. Readers should consult a licensed financial advisor before making investment decisions. OTS Ullu and the author assume no
liability for actions taken based on the content of this report.

Sources: company earnings releases and transcripts, Q1-Q2 2026 or nearest fiscal-period equivalent; SEC filings including 10-Q, 8-K, and the SpaceX S-1; company investor-
relations pages; and contemporaneous reporting from CNBC, Reuters, Bloomberg, Yahoo Finance, and Forbes. All figures are management guidance or reported actuals as of
company disclosures through early August 2026 and are subject to revision in subsequent filings. Verified against primary sources on August 7, 2026. This document is
educational content only and does not constitute investment advice.
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