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Summary 
–––––––––– 

 The recent sell-off in global technology stocks reflects greater scrutiny, not a 

breakdown of the AI growth story. Investors are becoming more discerning about 

valuations and whether rising AI investment is translating into earnings.  

 The long-term AI opportunity remains intact, but performance is likely to become 

more differentiated. As investment expands from GPUs into memory, advanced 

packaging, networking, and other infrastructure, the opportunity set is broadening. 

 Market volatility is creating selective opportunities. We are using the recent 

correction to identify attractively valued companies with strong earnings growth, 

improving fundamentals and compelling medium- to long-term prospects.  

 

Recent market developments 
–––––––––– 

Global technology stocks experienced another significant correction last week. Eric Lin, 

Portfolio Manager, Eastspring Taiwan believes that the sell-off primarily reflected 

valuation adjustments and increasing investor scrutiny of AI-related capital expenditure, 

free cash flow and investment returns. 

Importantly, the latest earnings season indicates that AI demand has not 

weakened and continues to grow rapidly. Microsoft Azure revenue grew 48% year-on-

year, Amazon AWS grew 39%, and Alphabet Google Cloud grew 103%, demonstrating 

continued strength in AI infrastructure and cloud demand. 

However, as major technology companies continue to increase AI capital expenditure, 

investors are becoming more selective. The focus is shifting from AI-related revenue 

growth alone toward whether AI can drive broader corporate revenue, earnings 

and cash flow growth, while creating meaningful improvements in existing 

business models. 

For example, alongside Azure's strong growth, Microsoft delivered 19% overall revenue 

growth while maintaining positive free cash flow. In contrast, despite strong growth in 

Google Cloud, Alphabet's advertising revenue came in below market expectations and 
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free cash flow turned negative, making investors more cautious about the near-term 

returns from elevated AI investment. 

Intel showed a similar divergence across its businesses. Data Center and AI revenue 

grew 78% year-on-year, reflecting strong demand for AI servers and Xeon CPUs. 

However, Client Computing revenue declined 5%, while the Foundry business remained 

loss-making, demonstrating that investors are increasingly looking beyond AI growth, 

focusing on improvements across companies' broader businesses. 

Therefore, Eric believes that the recent market correction does not reflect weakening 

long-term AI demand. Rather, the market is moving from a broad-based "AI thematic 

re-rating" toward a phase that places greater emphasis on fundamentals, 

earnings delivery and returns on AI investment. 

Long-term AI growth remains intact 

From a supply-chain perspective, Jack Hsu, Portfolio Manager, Eastspring Taiwan feels 

that AI investment remains in a period of rapid infrastructure expansion, while AI 

applications are gradually broadening from model training to inference and Agentic AI. 

As AI inference and AI-agent demand continues to increase, Jack remains positive on AI 

computing infrastructure, memory, high-speed networking and optical components, 

and semiconductor equipment. Demand for high-bandwidth memory (HBM), advanced 

packaging and high-end substrates remains strong, while thermal management, power 

management, PCBs and copper-clad laminates (CCLs) continue to benefit from AI server 

specification upgrades. 

The team believes that the recent correction has not changed the structural long-term 

growth outlook for AI. Instead, investment opportunities are likely to become 

increasingly differentiated, with companies demonstrating tangible AI revenue 

contribution, earnings growth and reasonable valuations likely to be better 

positioned. 

Against the backdrop of the recent market correction, they see opportunities in selected 

AI supply-chain companies with strong revenue growth and attractive medium- to long-

term prospects, including companies in memory, ABF substrates, semiconductor 

equipment and passive components that are benefiting from growing AI server and 

data-center demand. 

As AI investment expands beyond GPUs into CPUs, memory, high-speed networking, 

advanced packaging, substrates, power management and thermal solutions, the range 

of beneficiaries across the AI supply chain is likely to continue to broaden. 

The team remains focused on companies with strong earnings growth, improving 

fundamentals, reasonable valuations as well as attractive medium -to-long-term growth 

potential, while capitalising on opportunities that arise from the short-term market 

volatility.   
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Disclaimer 

This document is produced by Eastspring Investments (Singapore) Limited and issued in:  

Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)  

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore, is exempt 

from the requirement to hold an Australian financial services licence and is licensed and regulated by the Monetary Authority of Singapore under 

Singapore laws which differ from Australian laws.  

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.  

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia Financial 

Services Authority (OJK).  

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585 / 860682-K) and 

has not been reviewed by Securities Commission of Malaysia. 

Thailand by Eastspring Asset Management (Thailand) Co., Ltd.  

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in 

Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.  

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments (Luxembourg) S.A., 26, 

Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce et des Sociétés (Luxembourg), Register 

No B 173737.  

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 1 Angel Court, London, EC2R 7AG.  

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is 

licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.  

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.  

The views and opinions contained herein are those of the author, and may not necessarily represent views expressed or reflected in other Eastspring 

Investments’ communications. This document is solely for information purposes and does not have any regard to the specific investment objective, 

financial situation and/or particular needs of any specific persons who may receive this document. This document is not intended as an offer, a 

solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not be published, circulated, reproduced 

or distributed without the prior written consent of Eastspring Investments. Reliance upon information in this document is at the sole discretion of the 

reader. Please carefully study the related information and/or consult your own professional adviser before investing.  

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or the economic 

trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds managed by 

Eastspring Investments.  

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation of this 

material and Eastspring Investments has not independently verified, validated or audited such data. Where lawfully permitted, Eastspring Investments 

does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages arising out of any 

person’s reliance upon this information. Any opinion or estimate contained in this document may subject to change without notice.  

Eastspring Investments companies (excluding joint venture companies) are ultimately wholly-owned/indirect subsidiaries of Prudential plc of the 

United Kingdom. Eastspring Investments companies (including joint venture companies) and Prudential plc are not affiliated in any manner with 

Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential Assurance Company 

Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom). 
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