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Almost every client we have talked to this quarter has asked questions about the risks of an Al bubble. Many
people are pointing to similarities to the .com period. On the surface, it does appear eerily similar with both
situations involving the buildout of massive amounts of supply in hopes demand will catch up fast.

In the .com period, it was the buildout of fiber optic cable infrastructure based on what turned out to be
overly optimistic internet growth projections. Today, it is the build out of data center computing capacity
based on optimistic Al adoption growth projections.

The key question: |s the industry racing to build infrastructure
to capture anticipated demand that might not materialize
as quickly as expected and cause market turmoil? 4

Obviously, the honest answer is we don’t know. But we think there are four interesting things to point to
when talking to clients about this concern.

1. Concern: The amount of data center spending is unprecedented.

After commentary from the most recent round of earnings calls, data center capex spending appears to
remain on a strong upward trajectory with the below five companies expected to spend a total of halfa
trillion dollars in 2026.

Exhibit 1: Hyperscaler Capex ($B)
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Billions $

These are big numbers from an absolute dollar perspective, but it’s important to adjust for the growing size
of the economy. Estimates show that Al spending as percent of GDP is in the 1%-1.5% range, which is
not out of bounds when looking at previous extraordinary investment cycles, such as the .com period or
even the building of railroads (which reached ~5% of GDP).

2. Concern: The amount of money spent by these large US technology
companies means their risk has significantly increased.

We believe versus the .com bubble, the megacap technology names today are higher quality with stronger
fundamental positions, including strong balance sheets, positive cash flow and higher profitability.
Furthermore, the capital spending we are seeing today is primarily financed through cash flow, not debt like
we saw in 2000.

Exhibit 2: Cash Flow vs Capex: Alphabet, Amazon, Meta, Microsoft and Oracle ($B)
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Source: FactSet. Monthly data from 31 December 2020 to 31 October 2025. Operating cash flow and capex are based
on last-12 months of data from brokers. Dashed lines represent calendar year estimates from yearend 2025 through
year-end 2026.

3. Concern: After strong performance in recent years, these companies
are expensive.

In March 2000, large-cap technology stocks were trading at much higher valuations, and stock price returns
were driven by price-to-earnings (P/E) multiple expansion. Today, earnings estimates have been continually
revised higher, and P/E multiples have not expanded at the same rate.

Perhaps the best example is Cisco vs. Nvidia. During Cisco’s period of outperformance during the .com
bubble, the company generated strong earnings results but also experienced significant multiple expansion
to upwards of ~120x earnings. Nvidia’s performance since the beginning of 2023, has been entirely driven
by earnings (the PE has actually decreased).
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Forward P/E

Exhibit 3: NVIDIA Earnings Growth vs Cisco PE Expansion
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Source: FactSet. As of 31 Oct 2025.
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4. Concern: Al demand will not support the investment in supply.

Forward EPS

As previously mentioned, during the .com bubble, the industry invested in anticipation of significant
growth in the internet. While the growth did eventually come, the problem was that it took a lot longer
than anticipated. To put some numbers to that: it took 16 years for the internet to grow to one billion

users worldwide.

Exhibit 4: Number of Worldwide Internet Users (in millions)
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Source: Our World in Data.

The difference today is that society has existing digital infrastructure and is more tech-savvy and better
equipped to rapidly adopt new technology. For example, ChatGPT is less than three years old and has
already grown to 800 million users worldwide. Gemini is less than two years old and has grown to 650M

active users.

FOR INVESTMENT PROFESSIONAL USE ONLY

page 3 of 5



Equity Insights
November 2025

- Exhibit 5: Active Users (millions)
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Our team’s view

In our Growth Equity team’s view, Portfolio Managers Brad Mak, Tim Dittmer and Eric Fischman remain
constructive on companies leveraged to Al infrastructure spending, as the team believes this growth
will continue to be visible over the coming years. This perspective includes direct exposure - such as
semiconductors (production, manufacturing and design), data centers, and IT infrastructure - as well as
indirect exposure to companies involved in power generation (including natural gas turbines, electrical
components, and nuclear), which we see as a significant constraint in the current environment.

While the Growth Equity team recognizes that the cycle will eventually end, its duration remains uncertain.
Our Growth Equity team will continue to monitor key data points daily to assess demand drivers and the
durability of the capex cycle. o
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Keep in mind that all investments carry a certain amount of risk, including the possible loss of the principal amount invested.

The views expressed herein are those of the MFS Growth Fund Team and may differ from those of MFS portfolio managers and research analysts. These views are for informational purposes
only and should not be relied upon as a recommendation to purchase any security or as a solicitation or investment advice. Past performance is no guarantee of future results. No forecasts
can be guaranteed.

Diversification does not guarantee a profit or protect against a loss. Past performance is no guarantee of future results.

GLOBAL DISCLOSURE

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.
Distributed by:

U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd.; Canada - MFS
Investment Management Canada Limited.; Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private limited
company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER.; Note to Europe (ex UK and Switzerland) readers: Issued in Europe

by MFS Investment Management (Lux) S.a r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide
products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance
or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.;
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”).

MIL HK'is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the
Securities and Futures Ordinance (“SFO”).; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue,
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.;
Japan - MFS Investment Management K K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period

and market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose
the principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before
making the investments. For readers in Saudi Arabia, Kuwait, Oman, and UAE (excluding the DIFC and ADGM). In Qatar strictly for sophisticated investors and high net worth
individuals only. In Bahrain, for sophisticated institutions only: The information contained in this document is intended strictly for professional investors. The information contained
in this document, does not constitute and should not be construed as an offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a
financial product, service and/or strategy. Whilst great care has been taken to ensure that the information contained in this document is accurate, no responsibility can be accepted for any
errors, mistakes or omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this document (or any part of it) with the consent of MFS international
U.K. Ltd (“MIL UK”). The information contained in this document is for information purposes only. It is not intended for and should not be distributed to, or relied upon by, members of the
public. The information contained in this document, may contain statements that are not purely historical in nature but are “forward-looking statements”. These include, amongst other
things, projections, forecasts or estimates of income. These forward-looking statements are based upon certain assumptions, some of which are described in other relevant documents

or materials. If you do not understand the contents of this document, you should consult an authorised financial adviser. Please note that any materials sent by the issuer (MIL UK) have
been sent electronically from offshore. South Africa - This document, and the information contained is not intended and does not constitute, a public offer of securities in South Africa
and accordingly should not be construed as such. This document is not for general circulation to the public in South Africa. This document has not been approved by the Financial Sector
Conduct Authority and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa. Massachusetts Financial Services, Inc.”
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