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While the Al boom continues to drive unprecedented growth,
higher-for-longer interest rates are beginning to expose
vulnerabilities among lower-quality borrowers. Each month
that rates remain elevated, more companies with weak credit
profiles face a refinancing wall, forcing them to roll over debt
at borrowing costs far above those available during the 2021—
2022 period.

CCC-rated high yield spreads have climbed back above 11%,
while the broader investment-grade credit market remains
relatively calm. The bill for the era of exceptionally cheap
money, however, is likely coming due for the weakest balance
sheets. Private-equity-backed companies in technology,
healthcare, and consumer discretionary may be particularly
vulnerable given their often-thin operating margins and the
potential for Al-driven disruption. For businesses already
operating with limited financial flexibility, absorbing
significantly higher interest expense could prove increasingly
difficult.

Monetary policy operates with a lag and does not affect every
sector of the economy equally. Companies with strong balance
sheets have generally been able to refinance earlier and lock
in more favorable financing terms, leaving them less exposed
to the current tightening cycle. The greater pressure is likely to
emerge among more speculative borrowers, where higher
refinancing costs and weaker operating performance could
translate into rising defaults and restructuring activity.
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AL & Data Centers (zozs 2032) 3. 63% ofGDP

| Telecom & Fiber (1996-2003) - 1.10% of GDP

~ $10.3 Trillion
Projected (2025-2032)
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The Brookings Institution recently published fascinating data points
on the scale of infrastructure investment throughout U.S. history.
Artificial intelligence represents the latest major infrastructure
buildout—and potentially the largest in history. In fact, projected
spending on data centers and Al infrastructure is expected to
exceed the combined investment associated with the canal,
railroad, and electrification buildouts.

Of course, projections and realized investment are two very
different things. Actual spending could ultimately fall substantially
short of current expectations. Nevertheless, capital is pouring into
the Al infrastructure buildout. Hyperscalers are expected to spend
approximately $800 billion this year, equivalent to roughly 2.4% of
GDP, followed by an estimated $1.4 trillion next year, or
approximately 4% of GDP. At that level, hyperscalers capital
expenditures alone would account for roughly 39% of nominal GDP
growth.

That pace of investment is extraordinary—and unlikely to continue
indefinitely without evidence of economic returns. As we move
toward the end of the decade, investors will increasingly demand
proof that the enormous capital being deployed into data centers,
power generation, networking, and other Al infrastructure is
generating attractive returns. The key question over the next few
years, if not months, may therefore be less about whether the Al
infrastructure buildout can continue, and more about whether the
returns generated by that infrastructure justify another round of
massive capital investment.
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The Stark Drop-Off in Quantifiable Al Monetization

The Buzzword Layer

o 45% of S&P 1500 companies cited
Alin Q2 (up from 35% in Q1).

The Buildout Layer

o 321 companies cited fundamental
business improvement from the
Al buildout.

The Quantification Layer

0 186 companies explicitly put a
number behind the benefit.

The Margin Layer

© Only 40 companies stated a direct
link between Al adoption and actual
EBITDA margin improvement.

M Gemini Notebook

Source: What Is Next For The Markets Podcast 9/27/26
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Piper Sandler sought to determine how much of the economy’s
current strength is genuinely broad-based versus simply the result
of an Al-driven investment boom. To address the question, the firm
analyzed earnings-call transcripts from S&P 1500 companies
reporting second-quarter results. The findings provide some
interesting perspective on how broadly (or not) Al is affecting
corporate America.

Al is becoming more prominent in corporate commentary, but its
impact on earnings remains limited. 45% of the companies cited Al
in their call, up from 35% in Q1. in other words, over half the
universe does not seem to make it a point of emphasis. 21% of
companies cited fundamental business improvement from the Al
buildout. 40 companies, or just 2.6%, stated a direct link between Al
adoption and actual earnings improvement. In other words, Al’s
impact on companies' earnings is nowhere near it will need to get to
justify the current pace of spending.

One of the reasons the broader market has not experienced a
significant pullback is because earnings growth has been strong. If
you strip out the MAG 7 and look at the remaining 1493 companies,
you see that 89% of the companies saw earnings growth in Q2.

Finally, inflationary pressures remain elevated, but so does
corporate pricing power, albeit in a very bifurcated way. Pricing
power remains relatively strong in technology, real estate and
energy sectors where companies are better positioned to absorb or
pass through higher costs.. Conversely, the consumer appears to be
tapped out, leaving staples companies caught between rising input
costs and limited ability to pass those costs through to customers.

MBIA CAPITAL ADVISORS |4




MBIA

CAPITAL ADVISORS

The Debasement Trade

The U.S. will undoubtedly pay its debts, but it will likely
do 5o using dollars with severely reduced purchasing
power. You can easily turn a 1,000 note into a 1,000,000
note, but it will still only buy “one goat”.

The Policy Signal

When a government signals it is prepared to distort open
markets simply to cap its own borrowing costs, it
implicitly signals a willingness to let its currency fall. The
investor's primary risk is not default, but debasement,
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The sheer scale of U.S. government debt—now approximately $40.2
trillion and counting—naturally raises an important question: Will
the United States default on its debt? The short answer is a
conventional, nominal default is unlikely.

Because U.S. government debt is denominated in dollars, the same
currency issued by the U.S. government, the Treasury and Federal
Reserve can create the dollars necessary to meet nominal
obligations. The greater risk, therefore, may not be outright default,
but currency debasement. If persistent fiscal deficits are ultimately
financed through the creation of large quantities of new currency,
the purchasing power of each individual dollar can decline relative
to scarce or tangible assets.

Consider a simple example. A $100 bill could theoretically become a
$1,000 bill—or even a $1 million bill—through changes in the
currency’s denomination. But if the price of everything else rises
proportionally, that larger number does not necessarily make you
wealthier. If a goat costs $100 today and $1 million in a future
environment of extreme currency debasement, your $1 million still
buys only one goat. The number of dollars has changed; the real
purchasing power has not. That is the essence of currency
debasement.

This distinction is important for investors. The objective is not
simply to own more dollars, but to own assets that can potentially
preserve purchasing power when the value of the currency is
declining. Hard assets such as gold, commodities, real assets, and
other scarce resources can provide exposure to assets whose value
is tied less directly to the purchasing power of fiat currency.
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Disclosure

MBIA Capital Advisors, LLC (MBIA), is a Registered Investment Adviser (“RIA”). Registration as an investment adviser does not imply
a certain level of skill or training, and the content of this communication has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority.

Information presented does not involve the rendering of personalized investment advice but is limited to the dissemination of general
information on products and services. This information should not be construed as an offer to buy or sell, or a solicitation of any offer

to buy or sell the securities mentioned herein.

The information and opinions contained in any of the material requested from this website are provided by third parties and have been
obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. They are given for informational
purposes only and are not a solicitation to buy or sell any of the products mentioned. The information being provided is strictly as a
courtesy and is not intended to be used as the sole basis for financial decisions, nor should it be construed as advice designed to
meet the needs of an individual’s situation. Be sure to first consult with a qualified financial adviser and/or tax professional before
implementing any strategy discussed here.

This presentation should not be regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect the
judgment of the adviser as of the date of the presentation and are subject to change.

Past performance may not be indicative of future results. Therefore, no current or prospective client should assume that the future
performance of any specific investment or strategy will be profitable or equal to past performance levels. All investment strategies
have the potential for profit or loss. Different types of investments involve varying degrees of risk, and there can be no assurance that
any specific investment or strategy will be suitable or profitable for a client's portfolio. There are no assurances that a portfolio will

match or outperform any particular benchmark.
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