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The AI Revolution: Unveiling
the Multi-Stage Transformation
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The Infrastructure Buildout

The evolution of artificial intelligence (AI) is 
unfolding in multiple stages with significant 
implications across equity markets.

The first stage centered on the large 
infrastructure buildout by the “Magnificent 
Seven” to support the compute power needed 
for training large language models (LLMs).

This stage saw a massive capital expenditure 
boom, fueling gains in Nvidia Corp and other 
semiconductor companies as they provided 
specialized chips critical to AI development.

Expansion of the Infrastructure 
Value Chain

In 2024, the AI theme expanded beyond 
semiconductors to further parts of the 
infrastructure value chain and energy 
requirements.

Data center growth, the backbone of AI 
infrastructure, became a key driver of themes  
in utilities, natural gas, and uranium equities.

This growth was fueled by optimism 
surrounding a potential nuclear renaissance 
to power the energy-intensive data centers 
required for AI operations.

Navigating the Multi-Decade  
Path of AI Adoption

The evolution of AI is progressing through 
a multi-stage development process with 
transformative implications for equity markets.

From the initial infrastructure buildout to 
the current expansion of value chains and 
the anticipated monetization via software 
applications, each phase presents distinct 
opportunities and risks.

As investors navigate this journey, it is essential 
to remain mindful of historical parallels and to 
approach AI-driven opportunities with a balance 
of optimism and caution.
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FIGURE 3
“AI Agent” Web Searches:  
Interest Over Time

Source: Google Trends, Picton Mahoney Asset Management Research. Dec 2019 to Dec 2024.

In 2025, early signs of a shift in focus 
emerged as the market began to question 
whether the massive infrastructure 
buildout would pay off through software 
applications. A notable milestone 
was Salesforce’s announcement of 
“Agentforce,” a labour automation offering 
initially targeted at customer service. 
This announcement may have marked the 
starting point for a broader race to develop 
AI-driven software applications.

Early success cases in AI software 
deployment have the potential to spark 
market froth. If the market gains conviction 
that AI software can replace labour in a 
relatively short time span, it could fuel an 
AI bubble, driving valuations higher for 
software companies and perceived winners 
in this space.

Parallels to the Dot-Com Era: Risks and 
Cautionary Notes. While enthusiasm for 
AI has the potential to drive an asset 
bubble, some parallels to the dot-com 
era are emerging. During that period, 
inflated expectations and valuations were 
driven more by hype than by financial 
fundamentals. Similarly, the current AI 
frenzy could lead to over-exuberance 
as valuations stretch beyond what is 
justified by near-term profitability.

Investors should remain vigilant, as 
history shows that excesses tied to 
new innovations can emerge in equity 
markets. As with the internet boom, the 
path of AI adoption and monetization 
will likely span multiple decades. While 
the ongoing AI arms race has initiated 
a capital spending boom, its long-term 
profitability remains uncertain.

Web Searches: AI Agent 
Indexed to 2019
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All figures provided are sourced from Bloomberg L.P. unless otherwise specified, and are based on data as at the dates indicated.

This material has been published by Picton Mahoney Asset Management (PMAM) as at January 10, 2025. It is provided as a general source of information, 
is subject to change without notification and should not be construed as investment advice. This material should not be relied upon for any investment 
decision and is not a recommendation, solicitation or offering of any security in any jurisdiction. The information contained in this material has been obtained 
from sources believed reliable; however, the accuracy and/or completeness of the information is not guaranteed by PMAM, nor does PMAM assume any 
responsibility or liability whatsoever. All investments involve risk and may lose value. This information is not intended to provide financial, investment, tax, 
legal or accounting advice specific to any person, and should not be relied upon in that regard. Tax, investment and all other decisions should be made, as 
appropriate, only with guidance from a qualified professional.

This material may contain “forward-looking information” that is not purely historical in nature. These forward-looking statements are based upon the reasonable 
beliefs of PMAM as of the date they are made. PMAM assumes no duty, and does not undertake, to update any forward-looking statement. Forward-looking 
statements are not guarantees of future performance, are subject to numerous assumptions and involve inherent risks and uncertainties about general 
economic factors which change over time. There is no guarantee that any forward-looking statements will come to pass. We caution you not to place undue 
reliance on these statements, as a number of important factors could cause actual events or results to differ materially from those expressed or implied in any 
forward-looking statement made.

All projections provided are estimates and are in Canadian dollar terms, unless otherwise specified, and are based on data as at the dates indicated.

There is no guarantee that a hedging strategy will be effective or achieve its intended effect. The use of derivatives or short selling carries several risks which 
may restrict a strategy in realizing its profits, limiting its losses, or, which cause a strategy to realize or magnify losses. There may be additional costs and 
expenses associated with the use of derivatives and short selling in a hedging strategy.
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