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Al CapEx Deluge or SaaS Apocalypse? The Jury Is Still Out
by Siye Desta, CFA, Quantitative Investment Strategist

Last week on Monday and Tuesday, approximately $300 billion was erased from software and data stocks during
the trading sessions. A Jefferies trader coined the term “SaaSpocalypse,” describing trading as “very much ‘get me
out’ style selling” of enterprise software companies’ shares. The cumulative damage from this indiscriminate selling
during SaaSpocalypse over the preceding week exceeded $1 trillion across the software, data, and digital services
ecosystem. The catalyst for the mayhem was Anthropic’s release of 11 open-source plugins for Claude Cowork on Jan-
uary 30, targeting legal, sales, marketing, finance, and data analysis workflows — the first time a major LLM provider
moved directly into vertical enterprise applications. This has also led many to reassess a handful of other important
risk factors at play today.

First, the justification for the selloff in shares of SaaS companies points to uncertainty about the sector’s future, with
its valuation multiples likely to remain lower than the historical average (chart 1). However, the most critical risk in this
current dynamic is the gap between infrastructure spending and realized Al revenue, all else being equal.

100% of Pullback Multiple Not Earnings Driven

Software Median EV / Revenue vs Revenue Growth

T.0n s
[T 1%
[ X LB LY
E LT Lhat §
$ i
z :
; S 0x "% !
=z
a5 1o
40 ™
1% | 31
dan 7% Fels 2% Mar 25 Apr 25 May 25 M S Sl 2% Basyy 25 Sep 25 Det 2% Mew 2% Dec 25 dar 6 Feb 26 Mar 276
Gaflware irdes T Reveimee Giawlh
ALTIMETER
Page 1 of 3 LOM Asset Management Ltd., The LOM Building, 27 Reid Street, Hamilton HM 11, Bermuda

Licensed to conduct Investment Business by the Bermuda Monetary Authority.



- ______________________________________________________________________________
YLOM

Weekly Global Market Commentary

The scale of Al CapEx is creating unprecedented financing demands to the point that it's already reshaping credit
markets significantly. The tech sector debt issuance in 2025 alone was over four times its five-year average, with tech

sector debt issuance expected to grow meaningfully in 2026 as well (chart 2 & 3).
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*Qracle (ORCL) excluded — Q3 FY26 earnings expected week of Feb 10, 2026.

U.S. Corporate Bond Gross Issuance ($B)
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The magnitude of current Al infrastructure investment is without modern precedent. Aggregate CapEx for the Big Five,
after buybacks and dividends are included, now exceeds projected cash flows, necessitating external funding from
lenders. This gap is forcing hyperscalers into debt markets at an unprecedented rate and scale. Just today, according
to Bloomberg, Alphabet has plans to issue 100-year corporate bonds, a first since the dot-com bubble in the ‘90s.
Meanwhile, US corporate bonds on the whole offer very little to compensate for the risk (chart 4).

Corporate Bond Spreads Are Near Lowest Since 2007
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Special Purpose Vehicles (SPVs) have also moved billions in data center debt off corporate balance sheets. According
to the Financial Times, Meta, Oracle, xAl, and CoreWeave have collectively moved over $120 billion in data center
financing debt off their balance sheets using SPV structures, drawing in Wall Street banks and private credit firms as
capital providers. This may introduce some opacity and contagion risks reminiscent of pre-2008 structured finance.
For example, earlier today, reports surfaced about Apollo nearing a ~$3.4B debt deal with Valor Equity Partners for a
Valor SPV to purchase Nvidia GB200 GPUs, which will in turn lease them to xAl under a triple net lease.

Lastly, Business Development Companies (BDCs) and many private equity firms face a dual threat: direct portfolio
exposure to Al-disrupted sectors and indirect systemic risk from the Al financing ecosystem. According to UBS’s Janu-
ary 2026 report “Private Credit Outlook: Defaults, Disruption and Dispersion,” an estimated 25-35% of private credit
portfolios face elevated Al disruption risk, with concentration mostly in technology (~24% of BDC holdings) and busi-
ness services (~30% of BDC holdings). Whether losses from Al-disrupted sectors and gains from Al financing or vice
versa end up as a wash is anybody’s guess.

One thing is clear though, the leading players in the Al race are becoming more systemically important in the US, akin
to the largest banks in 2008. Given the importance of Al-related ROl materializing soon, all the added leverage and
complexity may mean this new and steep uncertainty discount on Saa$ is warranted today. However, whether this un-
certainty discount should apply to every enterprise software company is likely an overreach, especially for companies
with moats and deeper entrenchment in enterprises’ tech stacks.
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