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Investment Perspectives

Equity Update:
Navigating the Al Revolution

Here, we assess the impact of the Al buildout—and other major long-term themes —across sectors and
investment capabilities.

About Our Approach to Equity Investing

We invest in areas where active management can thrive, while avoiding segments of the equity market that
have become highly efficient. Keeping these principles in mind, our team employs three distinct approaches:

¢ Innovation investing, identifying businesses with attractive growth potential, healthy operating momentum,
and favorable price momentum.

¢ Value investing, emphasizing differentiated valuation approaches and a focus on high-quality companies
with consistent profitability.

¢ Global & international investing, focusing on identifying competitive advantages via bottom-up,
company-level analysis.

While each approach has a distinct investment process and style, they share a common foundation of deep
expertise, a focus on great companies and great stocks, and active portfolios that express conviction through
prudent concentration.

Thematic Spotlight: The Al Buildout and Its Broader Implications

Growth in Al spending continues to surprise to the upside. As we move into what is effectively the fourth year of the Al buildout,
it is increasingly clear that investment is not normalizing but rather accelerating. As seen in Figure 1, total capital expenditures by
the major Al hyperscalers are expected to rise from approximately $450 billion in 2025 to over $700 billion in 2026, driven by
sustained demand across graphics processing units (GPUs), custom application-specific integrated circuits (ASICs), and
increasingly, central processing units (CPUs) optimized for Al workloads.



LORD ABBETT®

Figure 1. Al Hyperscaler CapEx Has Continued to Grow Meaningfully
Total capital spending by Alphabet, Amazon Web Services, Meta Platforms, Microsoft, Oracle
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As of 05/08/2026. Source: Bloomberg. Data for 2026, 2027, and 2028 reflect consensus estimates. There is no guarantee any forecast/estimate/projection
will be realized. CapEx shown is company total, except for Amazon, which reflects an estimate for AWS spend. Hyperscalers are the large cloud computing
companies that own and operate data centers with horizontally linked servers that, along with cooling and data storage capabilities, enable them to house
and operate Al workloads. For illustrative purposes only. Past performance is not a reliable indicator or guarantee of future results.

Importantly, token consumption, which is the volume of tokens processed by an Al model and a way to measure Al usage
and compute demand, has grown between five times and 50 times, year over year, as of March 31, 2026. This signals a
sharp inflection from training-driven demand toward large-scale inference, which is significantly more computing-intensive
and persistent.

Al-driven demand has also catalyzed a broad-based recovery in semiconductor capital equipment spending. Earlier this year, a

leading manufacturer announced plans to double cumulative capital expenditures over the next three years. Taken together, we

expect global wafer fabrication equipment spending to reaccelerate to approximately a 20% compound annual growth rate over
the next two to three years.

As the pace of Al adoption quickens, and its influence spreads across industries, one thing is certain: For many companies that
believe their businesses rest on firm foundations, today’s “sure thing” may be tomorrow’s “wait, what just happened?” This
creates a level of risk and opportunity for active investors, as the market tries to figure out which companies’ business models
are best positioned to benefit from the adoption of Al, and which are most at risk.

As the cost and speed of advanced computing evolve, the market has questioned both the near-term momentum and terminal
value of “asset-light” entities. Case in point: the software industry. For the last three decades, software companies were
considered some of the best businesses in the world. High levels of recurring revenues, consistent growth, and strong margins
were hallmarks of the industry. That paradigm has changed with the advent of generative Al; business models that were once
“eating the world,” in Marc Andreessen’s famous formulation, are now in question. Now, software is in the eye of the storm.
Fears around displacement of large, established players by competitors harnessing Al's power to rapidly and effectively generate
advanced software offerings permeate the market, putting industry stocks under considerable pressure.
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How are these themes playing out across our actively managed investment capabilities?

Innovation: In times of volatility, it is often helpful to take a step back and look at the bigger picture. Every technological change
brings disruption. And in disruption, there is risk and opportunity. Our view of this cycle is no different. We have been cautious in
our approach to the software industry for an extended period as we await further clarity. In our view, there are many traditional
packaged software companies that are at severe risk of agentic Al disruption. However, others have advantages that can help
insulate them from disruption and even benefit them further. Specifically, we are focused on companies with differentiated
business models that are vertically integrated across several platforms, possess scale advantages, and are continuously
improving internal Al tools using real-time, proprietary, “closed loop” data.

We continue to focus on the Al-led infrastructure buildout (mainly expressed through industrials and semiconductors) along with
attractive opportunities in the healthcare sector, where many companies are beginning to benefit from Al-driven gains in
productivity and scalability. These areas exhibit some of the best operating and technical momentum in the market.

Value: As value investors, we believe this kind of environment can be a great opportunity, helping us identify businesses we
believe have durability and long-term staying power but are being penalized over the near term as investors sell the good with the
bad until the dust settles. While we favor some major names that are unquestionable Al-growth driven leaders, we manage the
risk and have sought out candidates whose business models have come under question by investors and the financial media,
given our careful assessment of the likely Al impact. Finding these opportunities is not easy, but this is where a consistent and
repeatable process, grounded in rigorous fundamental analysis, should help drive long-term outperformance.

Global & International: Here, we are favoring the companies that provide the foundations of the Al revolution. This includes
foundries that supply critical chips for all major hyperscalers and Al platform providers. The surge in Al-driven demand is also
catalyzing a broad-based recovery in semiconductor capital equipment spending. At the same time, memory suppliers are
preparing for a synchronized upcycle across both dynamic random-access memory (DRAM) and NAND (flash memory) as well.

Long-Term Themes: Geopolitics Remains a Top Concern

The market has had to contend with Increased geopolitical uncertainty for a number of years, and those conditions are likely to
continue. Russia’s invasion of Ukraine in 2022, Hamas’ attack on Israel in 2023, and most recently, the onset of the U.S.-Iran war
have had direct impacts on the energy sector as well as industrials, particularly defense companies that must restock munitions
and adapt to evolving battle tactics (e.g., the increasing use of low-cost drones). This uncertainty does not look like it will settle
anytime soon with additional risks such as U.S.-China tension over Taiwan, supply chains, and cyberattacks all representing real
tail risks.

How are our investment teams thinking about this and other key long-term themes?

Innovation: The changing geopolitical landscape has forced nations to look to their own resources to prepare for current and future
instability. Many are pushing through an increase in defense spending in response to global threats. For example, the U.S. has
proposed a $1.5 trillion defense budget for fiscal 2027, which would mark a $500 billion (50%) increase from the levels approved for
fiscal 2026. Notably, emerging segments of defense such as hypersonics, space/satellites, and drones are expected to see 5x to
10x increases in funding, signaling strong growth prospects for companies serving these areas. And this is a global trend, with few
exceptions. We believe there are many publicly traded companies across the market cap spectrum that stand to benefit from this
sustainable trend, and we will continue to focus on the compelling opportunities that present themselves.

Value: While uncertainty always poses a risk to overall markets and portfolios, we maintain exposure to segments of the market
that stand to benefit from heightened geopolitical risk. We believe U.S. defense contractors in the large and small cap spheres
are well positioned in this environment. We also favor domestic energy producers, given the likelihood of elevated energy prices in
the current geopolitical landscape.

Global/International: While defense continues to be a focus here as well—including moves to diversify into new areas such as
drone technology —we are also following some other long-term, global themes we find compelling. These include emerging
innovation in healthcare and pharmaceuticals; increased investment in infrastructure and rebuilding; rising global power demand;
and, of course, the disruptive impact of Al. In addition to the global semiconductor manufacturing and equipment providers
mentioned earlier, we favor leaders in electrification and power management, diversified energy and infrastructure companies,
and large-capitalization pharmaceutical and life sciences companies.
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Glossary & Index Definitions

An actively managed investment portfolio follows an investment strategy
that relies on the skill of investment professionals to construct and manage
its portfolio in an effort to provide exposure to certain types of investments or
outperform an investment benchmark or index.

Agentic Al refers to artificial intelligence systems designed to act
autonomously to achieve specific goals.

Artificial intelligence (Al) refers to computer systems designed to perform
tasks that typically require human intelligence —such as learning from data,
recognizing patterns, understanding language, making decisions, and
solving problems. Rather than being explicitly programmed for every step,
Al systems use algorithms and models to analyze information, improve with
experience, and adapt their behavior based on new inputs.

Capex (Capital Expenditures) refers to the money a company spends to
acquire, upgrade, or maintain long-term physical or intangible assets that
support its ongoing operations and future growth. This includes investments
such as buildings, equipment, machinery, technology infrastructure, or data
centers. Capex is typically capitalized on the balance sheet and expensed
over time through depreciation or amortization.

Cloud computing is the delivery of computing resources—such as data
storage, processing power, software, and networking—over the internet
on an on-demand basis. Rather than owning and maintaining physical
infrastructure, organizations access scalable services from remote data
centers and pay based on usage.

Consensus estimate is an aggregate forecast of a public company’s
expected earnings based on the combined estimates of all analysts that
cover the stock.

E-commerce (electronic commerce) refers to the buying and selling of
goods and services over the internet. It includes online retail transactions,
digital marketplaces, and direct-to-consumer sales, as well as the supporting
activities such as online payments, order processing, and fulfillment.

Earnings growth refers to the increase in a company’s profits over a specific
period of time—typically measured quarter over quarter or year over year.

It reflects a company’s ability to expand revenue, improve margins, control
costs, or a combination of these factors, and is often viewed as a key
indicator of financial health and long-term value creation.

Earnings-per-share is the monetary value of earnings per outstanding share
of common stock for a company. It is a key measure of corporate profitability.

Generative Al is a subfield of artificial intelligence that uses generative
models to produce new content such as text, images, videos, or other forms
of data. These models learn the underlying patterns and structures of their
training data and use them to generate new data based on input prompts.

Market capitalization: The U.S. Financial Industry Regulatory Authority, or
FINRA, defines the following categories of stocks based on their market
value: mega cap stocks, $200 billion or more; large cap stocks, between
$10 billion and $200 billion; mid cap stocks, between $2 billion and $10
billion; small cap stocks, between $250 million and $2 billion; and micro- cap
stocks, less than $250 million.

Semiconductors are materials—most commonly silicon—that have
electrical conductivity between that of a conductor and an insulator, allowing
engineers to precisely control the flow of electricity. They are the foundational
components used to manufacture electronic devices such as chips,
transistors, integrated circuits, and sensors.

Volatility refers to the degree to which an investment’s price or returns
fluctuate over time. It measures how widely and how frequently an
investment’s value rises or falls and is commonly used as an indicator of
risk and uncertainty.

Wafer fabrication is a procedure composed of many repeated sequential
processes to produce complete electrical or photonic circuits on
semiconductor wafers.

Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC
(“Lord Abbett”). Lord Abbett is a registered investment adviser under the
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended,
and is subject to the Advisers Act rules and regulations adopted by the U.S.
Securities and Exchange Commission (‘SEC”). Registration with the SEC
does not imply a particular ability or training. Lord Abbett is a global asset
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third
party sources and such information has not been independently verified by
Lord Abbett. No representation, warranty, or undertaking, expressed or
implied, is given to the accuracy or completeness of such information by
Lord Abbett or any other person. While such sources are believed to be
reliable, Lord Abbett does not assume any responsibility for the accuracy
or completeness of such information. Lord Abbett does not undertake any
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking
statements,” which can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,”
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or
other variations thereon or comparable terminology. Due to various risks
and uncertainties, actual events, results or actual performance may differ
materially from those reflected or contemplated in such forward-looking
statements. Nothing contained in the material may be relied upon as a
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions
and are subject to change without notice. Projections should not be
considered a guarantee.

Specific investments described herein do not represent all investment
decisions made by Lord Abbett. The reader should not assume that
investment decisions identified and discussed were or will be profitable.
Specific investment advice references provided herein are for illustrative
purposes only and are not necessarily representative of investments that will
be made in the future

Past performance is not a reliable indicator or guarantee of future
results. All investments involve risk, including the loss of capital.

The views and opinions expressed are those of the Lord Abbett author as of
the date of the material, and do not necessarily represent the views of the
firm as a whole. Any such views are subject to change at any time based
upon market or other conditions and Lord Abbett disclaims any responsibility
to update such views. References to specific asset classes and financial
markets are for illustrative purposes only. This material is not intended to be
relied upon as a forecast, research or investment advice. Neither Lord Abbett
nor the Lord Abbett author can be responsible for any direct or incidental
loss incurred by applying any of the information offered.

The information in this material does not constitute a distribution, an offer,
an invitation, a personal or general recommendation or solicitation in any
jurisdiction. This material has not been reviewed or approved by any
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to
engage in or refrain from any investment-related course of action as neither
Lord Abbett nor its affiliates are undertaking to provide impartial investment
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not
meant to describe the investment merits of, or potential or actual portfolio
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S.
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without
the permission of Lord Abbett. Lord Abbett mutual funds are distributed by
Lord Abbett Distributor LLC, member FINRA.
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