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Al Spending by Big Tech Boosts
Chip Sector Outlook
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NEWDEIHI, (Agency). New York: Aggressive
spending on artificial intelligence (Al) by
global technology giants has eased concerns
in the semiconductor sector, with companies
like Amazon, Microsoft and Alphabet
reaffirming their commitment to building
large-scale Al infrastructure.

The renewed confidence comes after a
period of volatility in chip stocks, driven by
fears that Big Tech firms might slow their
capital expenditure. However, the latest
earnings announcements from these
“hyperscalers” — the world’s largest cloud
computing providers — suggest that demand
for chips, networking equipment and data
centre infrastructure will remain robust.

Amazon leads with increased
capital expenditure

Amazon has significantly raised its full-year
capital expenditure forecast to $220 billion
(approximately 218.3 lakh crore), up from its
earlier estimate of $200 billion. Chief Executive
Officer Andy Jassy stated that a substantial
portion of this investment will be directed
towards Al initiatives.

The company’s results also showed that its
cloud computing division continues to gain
momentum, recording accelerated growth
for the fifth consecutive quarter. This
performance reassured investors that
Amazon’s heavy spending on Al infrastructure
is beginning to deliver tangible returns.

Microsoft, Alphabet and Meta follow suit

Microsoft maintained its capital expenditure
outlook, signalling continued confidence in its
Al strategy. The company witnessed a strong

market response, adding nearly $450 billion
(around 237 lakh crore) to its market
capitalisation in a single day — the largest
such increase in corporate history — following
its earnings report.

Alphabet, the parent of Google, also raised
its spending guidance, projecting capital
expenditure between $195 billion and $205
billion (approximately 216.2 lakh crore to 217
lakh crore) for the coming year.

Meanwhile, Meta increased the lower end
of its capital expenditure forecast. However,
investor sentiment towards Meta remained
cautious, with its stock falling nearly 8% after
the company issued a weaker-than-expected
sales outlook alongside plans for substantial
future spending.

Relief for semiconductor and
hardware firms

The continued investment by hyperscalers
is a positive signal for companies involved in
manufacturing chips and data centre
equipment. Firms such as Nvidia, Intel,
Samsung Electronics and SK Hynix had
recently experienced declines amid concerns
over a potential slowdown in demand.

Following the announcements, many of
these stocks began to recover, reflecting
improved investor sentiment. According to
analysts, the likelihood of stronger-than-
expected growth in the semiconductor and
networking sectors over the next two years
has increased.

Despite the positive outlook, investors are
becoming more selective about how
companies deploy their capital.
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