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Bottom Line

Going into 2026, a key question was how resilient hyperscaler capital
expenditure would prove to be, and therefore how long the companies
downstream of it could keep benefiting. The first half of 2026 tested the
robustness of this capital flow and, despite threats, the spending has
continued and projections have risen.!

Crucially, the downstream consists of more than just semiconductors, and
goes all the way to grid infrastructure, energy systems and metals that feed
them, systems that have also been challenged by the Middle East conflict.?
This has highlighted the benefit of reducing reliance on fossil fuels, and
consequently renewables’ position has strengthened, increasingly framed as
an economic imperative, rather than an ESG satisfier.3

Both of the above have profound implications for natural resources equities
and energy-enablers across time horizons, most acutely industrial metals
whose fundamentals have improved as demand has accelerated whilst
supply growth remains subdued.*

Capital-intensive cycles don’t come without risk, however, and high stock-
bond correlations and valuations have magnified the need for diversified
hedges.® Options-based hedged products are built for these conditions, with
explicit downside protection combined with upside participation.

Discussed in this edition

(

5

Thematics

How the grid is becoming a binding constraint on the Al
buildout, and who could benefit from the wave of capital to
alleviate it.

Commodities

How Al capex multiplies through metals demand, why
copper’s resilience appears to be the cleanest evidence of it,
and where the miners trade relative to it.

Options-Based Strategies

How hedged products fit a market in which stocks and bonds
have been falling in unison.
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Infrastructure: the grid as the constraint

Al is nothing without infrastructure, and the infrastructure

is nothing without power. H1 demonstrated that power is

becoming a key bottleneck: Microsoft disclosed an Azure
backlog worth tens of billions of dollars that it cannot fulfil because of power
constraints®, while grid interconnection queues in key US markets now run
to four years or more.” The International Energy Agency (IEA) estimates that
around a fifth of global data centre investment is at risk of delay because of
grid bottlenecks.®

Relieving that constraint requires capital, and US utilities have announced
aggregate capital programmes of close to $1.3tn for 2026 to 2030, with
the increase attributed explicitly to data centre load, transmission and grid
modernisation.® This has direct implications for the grid developers that sit
downstream of this wave of investment.

FIGURE 1: S&P 500 ELECTRIC UTILITIES CAPITAL
EXPENDITURE, WITH BLOOMBERG CONSENSUS ESTIMATES
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

03 Our ETFs — Insights — About Global X — Contact — News — Privacy Policy — For Electronic Use Only. X in Beyond Ordincry UCITS ETFs


https://bit.ly/48tEeON
https://globalxetfs.eu/explore/
https://globalxetfs.eu/insights/
https://globalxetfs.eu/about/
https://globalxetfs.eu/contact/
https://globalxetfs.eu/announcements/
https://globalxetfs.eu/privacy-policy/
https://www.linkedin.com/company/globalxetfs
https://x.com/GlobalXETFs
https://globalxetfs.eu/
https://globalxetfs.eu/

Midyear Outlook The Second-Order Effects: Where Capex Lands Beyond Tech

MIDYEAR OUTLOOK

Thematic

=
N7

FIGURE 2: BLOOMBERGNEF US DATA CENTRE IT POWER
DEMAND FORECAST
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

The sources of capital are also broadening. After years of subdued
investment in conventional infrastructure, roads, bridges and transport
networks among them, general infrastructure spending is turning a corner
across the US, Europe and emerging markets alike.® The cycle feeding the
developers is therefore not an Al story alone; the Al build-out has arrived on
top of a conventional infrastructure cycle that was already turning.

The most direct beneficiaries are the infrastructure development companies,
whose revenues are, explicitly, infrastructure companies’ capex.” This is
what separates them from pure-play infrastructure equities: owners and
operators earn only once an asset is functional, whereas the developers are
the destination of the spend itself, which makes them direct and near-term
recipients of the capital flow."”? That flow inflected upwards after a subdued
post-GFC period, and has continued to gather velocity and magnitude year
to date.”

“... the Al build-out has arrived on top of a conventional
infrastructure cycle that was already turning.”
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FIGURE 3: S&P GLOBAL INFRASTRUCTURE CAPITAL
EXPENDITURE, WITH BLOOMBERG CONSENSUS ESTIMATES
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

US and European infrastructure development equities sit directly
downstream of this cycle, and increasingly that is translating into strong
momentum in bottom-line earnings and free cash flow expectations."

FIGURE 4: US INFRASTRUCTURE DEVELOPMENT EQUITIES
(IPAVEN2) — EARNINGS PER SHARE, 1Y FORWARD
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

Infrastructure development contracts are long-duration assets, typically
spanning decades, so when contracts land, the earnings they bring are long-
term and acyclical.”®
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Capital expenditure in Al has a multiplier effect on commodities. Data centres
are metals-intensive in their own right, but the grid infrastructure they require
to operate is markedly more metals-intensive.’ The acceleration in capex
from these two sectors, therefore, is relevant for the associated metals,
predominantly copper and silver.” Broader electrification and heightened EV
demand add to that structural, long-duration demand.™

The Iran conflict has strengthened the case for reducing reliance on fossil
fuels, and renewables deployment has accelerated across both developed
and emerging markets as a result, widening the breadth and magnitude of
demand further.” The metals therefore sit downstream of various sectors’
capex at once, utilities, hyperscalers and infrastructure among them, rather
than relying on data centre construction alone.

Battery and therefore lithium demand have benefitted from a continuation
of the trend to scale renewables as a way to meet rising short-term power
demand.?° As a reminder, to manage renewables’ inherent intermittency,
utilities pair generation with Battery Energy Storage Systems (BESS),
therefore implicating battery installations in the value chain.?' Further to this,
the spike in EV demand in developed economies, seemingly in reaction to
the rise in fossil fuel prices, adds pressure from a different direction.??

FIGURE 5: S&P ELECTRIC UTILITIES CAPEX GROWTH &
S&P 500 INFOTECH CAPEX
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.
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FIGURE 6: EV DEMAND YOY IN SELECT EUROPEAN
COUNTRIES FROM JANUARY-MAY
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

Monetary conditions moved against precious metals in the first half as
rate expectations rose, yet copper, more representative of the industrial
cycle, held near record levels despite the adverse rates environment
and a geopolitical shock that hit demand expectations across industrial
commodities, with Chinese buyers stepping in on the dips.?® This is
somewhat surprising in context, but speaks to the market’s consideration
of the fundamentals: demand has remained robust and supply growth is
subdued.?

That resilience reads directly across to silver, where roughly half of demand
is industrial.?® Price pressure from the monetary side has obscured what the
physical market shows, namely sustained industrial buying, most visible in
Chinese import volumes that held up through the half whilst investment flows
cooled.?®

Historically, periods when rates work against the monetary assets are when
opportunities open up. Silver miners now trade at a significant valuation
discount to broad markets, whilst copper miners’ profit margins have
continued to expand, demonstrating a strong ability to convert elevated
copper prices into earnings.?’
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FIGURE 7: SILVER MINERS VS MSCI WORLD P/E RATIO
(1Y FORWARD)
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee

that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.

FIGURE 8: COPPER MINERS’ PROFIT MARGIN (1Y FORWARD)
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.
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The Middle East conflict, El Nifio-related weather risks and recent heatwaves
have impacted prices of agricultural products as well as those of sulphuric
acid, which is a critical input to fertiliser (and metals refining). Agricultural
innovation, therefore, is taking on a growing role in food security as cost
pressures and scarcity risks increase.?® The World Bank expects fertiliser
prices to rise by 31% in 2026, potentially increasing agricultural production
costs and encouraging capital expenditure in productivity-enhancing
technologies such as precision farming, automation, advanced seeds,
irrigation and crop protection.?®

‘ “Agricultural innovation, therefore, is taking on
a growing role in food security...”

31

Expected fertiliser price rise in 2026
as predicted by The World Bank

FIGURE 9: SULFURIC ACID PRICE
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.
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o ,, ) FIGURE 10: ROLLING 6-MONTH STOCK-BOND CORRELATION
The structural case above coexists with material risk, which the first half (SPXT VS LUATTRUU)

reinforced.®° Geopolitical shock demonstrated how ineffective duration has

become at hedging equity risk, with correlations reaching extreme positive 0.6
levels.® This has left investors searching for a diversity of hedges that also
allow for participation in rallies.3? 0.4 r
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duration has become at hedging equity risk, with 06
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Options-based hedged products are built for these conditions. Covered call
strategies benefit from elevated volatility by nature and convert a portion

of upside into income while lowering the beta of an equity holding.?® Buffer

strategies place explicit limits on drawdowns over a defined period.3* Neither

requires a directional view, because they change the shape of an exposure

rather than the exposure itself.
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Source: Global X ETFs illustration with information derived from Bloomberg (Accessed August, 2026). There is no guarantee
that any trends observed in this material will continue. Any views and opinions are based on current market conditions and
are subject to change.
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Disclaimers

This communication is for Professional Investors only and should not be used with, nor relied upon by, retail clients. It is for use only by the
recipient and should not be forwarded to a third party.

The Global X UCITS ETFs are regulated by the Central Bank of Ireland.
This is a marketing communication.

Please refer to the relevant prospectus, supplement, and the Key Information Document (“KID”) of the relevant UCITS ETFs before making
any final investment decisions.

Investors should also refer to the section entitled “Risk Factors” in the relevant prospectus of the UCITS ETFs in advance of any investment
decision for information on the risks associated with an investment in the UCITS ETFs, and for details on portfolio transparency. The relevant
prospectus and KID for the UCITS ETFs are available in English at www.globalxetfs.eu/funds.

Investment in the UCITS ETFs concern the purchase of shares in the UCITS ETFs and not in a given underlying asset such as a building or
shares of a company, as these are only the underlying assets that may be owned by the UCITS ETFs.

A UCITS ETF’s shares purchased on the secondary market cannot usually be sold directly back to a UCITS ETF. Investors must buy and
sell shares on a secondary market with the assistance of an intermediary (e.g. a stockbroker) and may incur fees for doing so. In addition,
investors may pay more than the current net asset value when buying shares and may receive less than the current net asset value when
selling them. Changes in exchange rates may have an adverse effect on the value price or income of the UCITS ETF.

Past performance of a UCITS ETF does not predict future returns. Future performance is subject to taxation which depends on the personal
situation of each investor, and which may change in the future. Neither past experience nor the current situation are necessarily accurate
guides to the future growth in value or rate of return of a UCITS ETF.

Investment may be subject to sudden and large falls in value, and, if it is the case, the investor could lose the total value of the initial
investment. Income may fluctuate in accordance with market conditions and taxation arrangements. The difference at any one time
between the sale and repurchase price of a share in the UCITS ETF means that the investment should be viewed as medium term to long
term.

Any investment in a UCITS ETF may lead to a financial loss. The value of an investment can reduce as well as increase and, therefore, the
return on the investment will be variable.

Global X ETFs ICAV is an open-ended Irish collective asset management vehicle issuing under the terms of its prospectus and relevant
supplements as approved by the Central Bank of Ireland and is the issuer of certain of the ETFs where stated.

Global X ETFs ICAV Il is an open-ended Irish collective asset management vehicle issuing under the terms of its prospectus and relevant
supplements as approved by the Central Bank of Ireland and is the issuer of certain of the ETFs where stated.

Communications issued in the European Union relating to Global X UCITS ETFs are issued by Global X Management Company (Europe)
Limited (“GXM Europe”) acting in its capacity as management company of Global X ETFs ICAV. GXM Europe is authorised and regulated by
the Central Bank of Ireland. GXM Europe is registered in Ireland with registration number 711633.

Communications issued in the United Kingdom and Switzerland relating to Global X UCITS ETFs are issued by Global X Management
Company (UK) Limited (“GXM UK”), which is authorised and regulated by the Financial Conduct Authority. The registered office of GXM UK is
77 Coleman St, London, EC2R 5BJ, UK. Information about GXM UK can be found on the Financial Services Register (Firm Reference Number
965081).

GXM Europe may terminate marketing arrangements.

Information for Investors in the United Kingdom

Please refer to the relevant prospectus, supplement, and the Key Investor Information Document (“KIID”) of the relevant UCITS ETFs before
making any final investment decisions. These are available in English at www.globalxetfs.eu.

The Financial Ombudsman Service is unlikely to consider complaints relating to the ETF and any claims for losses relating to the manager
and the Depositary of the ETF are unlikely to be covered under the Financial Services Compensation Scheme.

Information for Investors in Switzerland

This is an advertising document. The state of the origin of the fund is Ireland. In Switzerland, the representative is 1741 Fund Solutions AG,
Burggraben 16, CH-9000 St.Gallen. The paying agent is Tellco Bank AG, Bahnhofstrasse 4, 6430 Schwyz.

The prospectus, the key information documents, the articles of association as well as the annual and semi-annual reports may be obtained
free of charge from the representative.

Past performance is no indication of current or future performance. The performance data do not take account of the commissions and costs
incurred on the issue and redemption of units.
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