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Thematic investing and megatrends: Stargate 
poised to accelerate global AI arms race 

 

 

After two years of significant investments in AI infrastructure, investors are 
counting 2025 to be a transformational year for AI. As market leaders will 
continue to deploy a large amount of capital in AI infrastructure buildout to widen 
their competitive moats, new themes in the downstream are rising, including 
AI agents, humanoid robots, robotaxi, etc. We remain bullish on AI demand.  

We continue to rank AI theme as our top pick for 2025. Market leaders will 
continue to enjoy the AI tailwind beyond 2025. Hyperscalers are expected to 
collectively spend US$271bn (28% YoY) in capex in FY25E, per Bloomberg 
consensus.  

Given this sustained capex cycle, we think the AI supply chain leaders are well-
positioned to benefit from the ongoing AI infra. investments. Selected 
beneficiaries in semiconductor field include Nvidia (NVDA US, NR), 
Broadcom (AVGO US, NR), Marvell (MRVL US, NR), TSMC (TSM US, NR), SK 
Hynix (000660 KS, NR), and ASML (ASML US, NR). Domestic beneficiaries are 
1) key suppliers in global AI supply chain, such as Innolight (300308 CH, 
BUY), Eoptolink (300502 CH, NR), TFC (300394 CH, NR), Shengyi Tech 
(600183 CH, BUY) and 2) key AI chip designer/makers benefitted from domestic 
investments in this AI arms race, i.e., Cambricon (688256 CH, NR), Hygon (688041 
CH, NR), and SMIC (688981 CH, NR).  

 Overseas: Announcement of the Stargate Project, a US$500bn AI 
infrastructure initiative aimed at securing US’ dominance in AI landscape. 
The project plans to invest over the next four years with an initial deployment 
of US$100bn, focusing on data centers, compute clusters, and other AI-related 
resources. The project will be spearheaded by SoftBank (financial 
responsibility), OpenAI (operational responsibility). In addition, Oracle 
(ORCL US, NR, share up +7% on 21 Jan market close), Nvidia (NVDA US, 
NR, +3%), ARM (ARM US, NR, +4%), Microsoft (MSFT US, -0%) and 
OpenAI (private) will be the key initial technology partners.  

- The scale of the project is unprecedented, surpassing previous landmark 
US technological investments, such as the Manhattan Project (est. 
US$33bn, inflation adj.), Apollo program (est. US$254bn, inflation adj.), or 
the CHIPS Act (~US$280bn).  We believe this is an additional spending 
in AI infrastructure that has yet to be factored into current 
capex/valuation models. We think the current beneficiaries will 
continue to grow beyond 2026 (vs. investors’ debate in AI demand 
sustainability).  

 Domestic: We expect China to significantly ramp up its AI and semi 
investments in response to US AI dominance and other sovereign AI 
initiatives. In Jan 2025, China launched a RMB60bn (US$8.2bn) AI 
investment fund just days after the US further tightened its AI export controls. 
The fund was incorporated in Shanghai as a JV of state-backed Guozhi 
investment and the China Integrated Circuit Industry investment Fund (CICF) 
Phase III (link). We expect investments from the private sector will follow 
as well. ByteDance was rumoured (which it denied) to invest US$12bn in AI 
infrastructure and chip procurement in 2025 (link), of which ~US$5.5bn will be 
used to source AI accelerators from both overseas and domestic suppliers. 
The rest will be directed towards overseas AI computing infrastructure to train 
foundation models.  

 

 

China Semiconductors 
Sector 

 
Lily YANG, Ph.D 

(852) 3916 3716 

lilyyang@cmbi.com.hk 
 

Kevin ZHANG 

(852) 3761 8727 

kevinzhang@cmbi.com.hk 
 

Related reports: 
1. Semiconductors - TSMC: 

Surging AI demands propelled 

strong results and guidance (link) 

2. Semiconductors - Nvidia’s 3Q 

earnings takeaway: Strong 

demand for Blackwell well into 

next year (link) 

3. Semiconductors - AMD 

“Advancing AI” event (link) 

4. Semiconductors - Sector 

valuation revisit after recent rally; 

Potential rerating opportunities 

ahead (link) 

5. Semiconductors - Nvidia 2Q 

review: A strong beat-and-raise 

quarter; eyes on Blackwell 

shipment and margin (link) 

6. Semiconductors - PCB sector: 

1H24 earnings preview (link) 

7. Semi - Solid earnings; HBM to 

drive future growth (link) 

8. Semi - Thematic investing and 

megatrends: AI exposure update 

(link) 

9. Semi - Marvell FY1Q25 earnings: 

Harnessing the AI revenue (link) 

10. Nvidia: To keep growing for 

longer  (link) 

11. Semi - Global SME investment 

set to accelerate on tech 

advancements, China 

localization; Initiate Naura w/ 

BUY (link) 

12. InnoLight (300308 CH) - 1Q24 

results set stage for accelerated 

growth in 2024 – 24 Apr 2024 

(link) 

13. Semi – Semi - Nvidia GTC 2024: 

A quick take – 20 Mar 2024 (link) 

14. Semi – Nvidia continues to 

impress – 22 Feb 2024 (link) 

15. Semi - Hyperscalers’ FY23 

results review – 7 Feb 2024 (link) 

16. Innolight (300308 CH) – True 

beneficiary in AI value chain – 26 

Jan 2024 (link) 

17. Semi – Market outlook on optical 

transceivers – 26 Jan 2024 (link) 

 

https://www.cmbi.com.hk/article/10573.html?lang=en
https://www.cmbi.com.hk/article/10573.html?lang=en
https://www.cmbi.com.hk/article/10591.html?lang=en
https://www.cmbi.com.hk/article/10591.html?lang=en
https://www.scmp.com/tech/big-tech/article/3295513/tech-war-china-creates-us82-billion-ai-investment-fund-amid-tightened-us-trade-controls
https://www.ft.com/content/0815c8fb-e6ed-478b-abb1-c67d6f48fd3a
https://www.cmbi.com.hk/article/10872.html?lang=en
https://www.cmbi.com.hk/article/10710.html?lang=en
https://www.cmbi.com.hk/article/10517.html?lang=en
https://www.cmbi.com.hk/article/10494.html?lang=cn
https://www.cmbi.com.hk/article/10395.html?lang=en
https://www.cmbi.com.hk/article/10140.html?lang=en
https://www.cmbi.com.hk/article/10046.html?lang=en
https://www.cmbi.com.hk/article/10033.html?lang=en
https://www.cmbi.com.hk/article/9940.html?lang=en
https://www.cmbi.com.hk/article/9905.html?lang=en
https://www.cmbi.com.hk/article/9763.html?lang=en
https://www.cmbi.com.hk/article/9756.html?lang=en
https://www.cmbi.com.hk/article/9585.html?lang=en
https://www.cmbi.com.hk/article/9469.html?lang=en
https://www.cmbi.com.hk/article/9425.html?lang=en
https://www.cmbi.com.hk/article/9383.html?lang=en
https://www.cmbi.com.hk/article/9382.html?lang=en


 

 

23 Jan 2025 

   

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2 

Figure 1: Landmark US technological investments in history 

Project Year and spending (US$mn) Today (adj. for inflation) 

Manhattan Project 1945: 1,890 33,000 

Apollo Project 1960-1973: 28,000 254,000 

CHIPS Act 2022: 280,000 N/A 

Stargate Project 2025: 500,000 N/A 

Source: Moneyzine, The Planetary Society, Federal Reserve Bank of Minneapolis, CMBIGM estimates 
Note: inflation adjusted based on US CPI index  
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