
 

Chart of the Month | July 2025 

Lessons from the ’90s: How AI Is Powering a New Investment Cycle 
 

Technology spending is accelerating at the fastest pace in decades. Figure 1 shows investment in information processing 
equipment and software grew +14% year-over-year (YoY) in Q1 2025, the fastest pace since the late 1990s. During the dot-com 
era, investment in computers and software grew over +15% YoY before collapsing in the early 2000s as the tech bubble burst. 
Tech investment rebounded in the mid-2000s but turned negative again in 2008 as economic growth slowed. Spending growth 
averaged a more modest +5.5% YoY in the 2010s, but it remained well below the highs of the late 90s. The COVID pandemic 
initially caused tech spending to stall, but it reaccelerated in recent years and is now growing at 1990s levels. 

Figure 2 graphs annual capital expenditures by telecom and artificial intelligence (AI) companies, adjusted for inflation. The data 
reveals two distinct eras of rapid technology investment. At the turn of the century the world was transitioning to a more digital 
society. In the late 1990s, telecom companies invested heavily to lay fiber, construct cell towers, and build the internet’s 
physical backbone. Telecom investment slowed in the early 2000s before stabilizing over the past two decades. Today, a new 
wave of tech investment is underway, driven by advancements in AI. Leading tech companies are investing billions in computer 
chips to train AI models, data centers to run the models, and new energy infrastructure to support it all. The chart shows AI 
capex could soon surpass the telecom peak from the late 1990s. 

The latest tech spending boom has significantly impacted the stock market. Over the past two years, the S&P 500 technology 
sector gained +66%, outpacing the S&P 500’s +42% return. The “Magnificent 7,” a group of mega-cap AI leaders that includes 
Nvidia, Microsoft, Amazon, and Meta, returned +89% over the same period, more than double the S&P 500’s price return. The 
group’s large index weight and its ability to convert the AI industry’s momentum into earnings growth have driven the stock 
market to a series of record highs. 

This period is a historical moment, marked by billions being spent to develop a transformative technology. Two takeaways come 
to mind when reviewing the figures below. First, as the late 1990s telecom boom showed, today’s rapid growth will eventually 
return to a more normal level. The current growth rate is unlikely to continue indefinitely, and Figure 1 shows tech investment 
has historically been tied to overall economic growth. Second, today’s spending levels are a reminder that the U.S. economy has 
a strong track record of innovation and economic resilience. Investing in the stock market offers a way to participate in and 
benefit from those advancements. 

  

   

Figure 1 – Technology Investment (Year-Over-Year Growth) Figure 2 – Inflation-Adjusted Capital Expenditures By Year

Source: U.S. Bureau of Economic Analysis. Data represents the year-over-year growth 
rate of private investment in information processing equipment and software. Time 
Period: Q1 1996 to Q1 2025. Latest available data as of 7/15/2025.

Source: USTelecom, Various Company Filings. AI Capex: Annual capital expenditures 
of Microsoft, Amazon, Meta, and Alphabet. Time period: 1996 to 2024. Latest 
available data as of 7/15/2025.
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Important Disclosures 
 

PUREfi Wealth, LLC ("PUREfi") is a registered investment adviser with the Securities and Exchange Commission. Any reference to 
the terms “registered investment adviser” or “registered” does not imply that PUREfi or any person associated with PUREfi has 
achieved a certain level of skill or training. A copy of PUREfi’s current written disclosure statement discussing our advisory 
services and fees is available for your review upon request.  
 
The information provided is for informational purposes only and advisers should determine for themselves whether a particular 
service or product is suitable for their clients’ investment needs.  
 
The information contained herein should not be construed as an attempt to sell or solicit any products or services of PUREfi or 
any investment strategy, nor should it be construed as legal, accounting, tax or other professional advice. This material is 
proprietary and may not be reproduced, transferred, modified or distributed in any form without prior written permission from 
PUREfi. PUREfi reserves the right, at any time and without notice, to amend, or cease publication of the information contained 
herein.  
 
Certain information contained herein has been obtained from third-party sources and has not been independently verified. It is 
made available on an "as is" basis without warranty. Any strategies or investment programs described in this presentation are 
provided for educational purposes only and are not necessarily indicative of securities offered for sale or private placement 
offerings available to any investor. The views expressed in the referenced materials are subject to change based on market and 
other conditions. This document contains certain statements that may be deemed forward-looking statements. Please note 
that any such statements are not guarantees of any future performance; actual results or developments may differ materially 
from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be 
construed as indicative of actual events that will occur. 
 
Historical performance results for investment indices and/or product benchmarks have been provided for general comparison 
purposes only, and do not include the charges that might be incurred in an actual portfolio, such as transaction and/or custodial 
charges, investment management fees, or the impact of taxes, the incurrence of which would have the effect of decreasing 
historical performance results.  
 


