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Key Takeaways

The rapid expansion of Al-focused mega data centers is fueling community backlash over resource consumption, leading to delays, regulatory challenges, and

> escalating costs that threaten Al’s infrastructure growth

> Political and public resistance to data centers is intensifying nationwide, transcending partisan lines as communities grapple with rising utility bills, water scarcity, and
environmental concerns

> Mounting financial risks from stalled projects, regulatory scrutiny, and investor skepticism are exposing cracks in the Generative Al investment bubble, jeopardizing
its long-term profitability

Once inconspicuously tucked into quiet commercial neighborhoods, data centers, in many instances, have now transformed into sprawling
industrial giants, dominating landscapes and devouring vast quantities of water and electricity. A single hyperscaler one-gigawatt (GW)
facility, often hailed by tech giants as Al's backbone, can consume enough water to fill up to 24 Olympic-size pools a day and draw enough
electricity to power 2,200 homes for an entire year."? As a result, these data centers are increasingly perceived as voracious resource hogs,
sparking fierce resistance across the US from small citizen groups that are beginning to challenge—and in many cases, triumph over—some

of the world’s most powerful corporations.

RESISTANCE TO Al EXPANSION

The scale of this backlash became clear over the course of 2025. According to 451 Research, between January 2025 and February 2026, at
least 78 proposed data centers faced major roadblocks, including denied permits, rezoning lawsuits, power constraints, moratoriums, and
lease cancellations. More than 40% of these projects were withdrawn by developers, while the rest remained stalled. Pushback has
intensified to such a degree that early 2026 brought one of the largest single victories for data center critics when officials in DeForest,
Wisconsin, rejected permits for a $12B, IGW mega-campus proposed by Blackstone’s QTS Data Centers. Market intelligence platform
Sightline Climate recently estimated that up to half of the projects slated to come online in 2026 will be delayed due to power constraints,

community opposition, and grid equipment shortages.>

This resistance is bipartisan, with over 65% of the affected projects located in Republican-leaning states, according to 451 Research. In our
view, Al infrastructure builders are losing their “social license” to operate, which we see as a growing, underappreciated crack in the

Generative Al investment bubble.

Community opposition to Al data centers reflects urgent concerns about rising costs of living and resource scarcity, forcing politicians to act
during this critical election year. In response to public pressure, some state legislatures have introduced tighter regulations, adding
complexity and uncertainty to the already tenuous profitability of Al infrastructure. While industry leaders insist that larger data centers are
essential to Al's future, skepticism surrounding their economic and environmental impact is mounting. As we have been outlining in our

Dotcom on Steroids series, the Al sector appears overvalued, and the slower-than-expected returns on data-center investments may pose

systemic risks. The following sections explore how the collision between investment hype and the physical and political realities of Al

infrastructure threaten not only Al’s path to monetization, but also the broader economic outlook.


https://gqg.com/insights/dotcom-on-steroids/

BREAKING POINT: THE DATA CENTER POWER CRUNCH
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further straining an already fragile grid.

Regional transmission organizations (RTOs) are struggling to keep up. Pennsylvania-New Jersey-Maryland Interconnection (PJM), the
largest RTO covering 13 states and Washington DC, faces a severe capacity shortfall as coal-fired plant retirements outpace new power
generation approvals. Household bills are up as much as 20% in some states.® Capacity auction clearing prices have skyrocketed from
around $30/MW-day in 2024-2025 to $329/MW-day in the auction for power to be delivered in 2026-2027. 78 Households in PJM's region
will foot an extra $23.1B in costs tied to existing and planned data center demand.? To blunt ratepayer anger, PJM capped prices in its most

recent auction at $325/MW-day, but the cap also limits market incentives to new power supply.'©

The White House recently pressured hyperscalers into signing a non-binding pledge to fully fund new power generation, but we believe
these measures are unlikely to shield ratepayers given the lack of enforcement mechanisms and the scale of energy demand. The situation is

dire nationwide with nearly all RTOs forecasting power shortfalls. Regulators must act decisively; yet delays, leadership gaps, and complex

stakeholder interests complicate solutions."

US Electricity Prices Are Surging

Residential hourly rates increased over 30% since 2020
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Meanwhile, a handful of states are already adopting a controversial stopgap: giving regulators authority to forcibly curtail hyperscale
facilities during peak energy demand. This means data centers may disconnect from the grid and run thousands of diesel backup
generators, which emit pollutants likely to exceed air pollution limits established under the Clean Air Act. While regulators can choose to

adopt this temporary measure, they risk eroding public trust and contributing to the deterioration of air and water quality.

The war on Iran has turned diesel from a contingency input into a material cost driver for data centers, exposing a structural vulnerability in
digital infrastructure. Since late February 2026, US diesel prices have surged by roughly 33%, climbing above $5 per gallon, while global
diesel benchmarks have spiked even higher due to severe shortages of refined distillates. This price shock is disproportionately severe for
data centers, which rely on diesel generators as the backbone of long-duration resiliency. With fuel typically accounting for 70% to 90% of

diesel generation costs, this price surge translates almost directly into rising operational expenses.

Unlike the 2022 energy shock, today’s crisis stems from nearly 2 million barrels per day of refining capacity in the Persian Gulf being shut
down orimpaired, compounded by years of underinvestment and refinery closures in the US and Europe. Refining capacity outside China
remains constrained, leaving, in our opinion, no quick supply response to stabilize prices. Global distillate inventories are at 15-year lows,
turning elevated diesel costs from a temporary disruption to a lasting structural change. As a result, data center operators are being forced
to rethink fuel storage, redundancy economics, pricing models, and the rising costs of ensuring “always-on” compute in an increasingly

unforgiving energy landscape.

Diesel Prices Surge to Near 2022 Highs
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BATTLING OVER WATER

Opponents frequently highlight threats to local water supply, especially in already stressed regions like Phoenix, a major data center hub.
Reports of dry wells and discolored or contaminated water from nearby residents have stoked public anger.'2'3 Developers and public

officials who refuse to disclose water usage and wage legal campaigns to suppress watchdog reporting, only deepen mistrust.!4'>

To be sure, studies have highlighted the risks of data centers but have yet to find concrete evidence of impacts on local water security.'
Meanwhile, new cooling technologies in the latest designs can reduce water use by up to 70%."” Nonetheless, perception seems to have

become reality, and images of dry taps and brown drinking water are embedded in the public narrative.

At least one major tech company has publicly acknowledged the scale of the issue. In January 2026, Microsoft launched a “Community First
Al Infrastructure” initiative, pledging to pay higher electricity rates, use less water, and forgo property tax breaks on new data centers.'® CEO

Satya Nadella has repeatedly warned the sector risks losing its social license to operate, making him an outlier among industry peers.'?

We believe Microsoft’s shift is too late to repair trust. Large US tech firms alienated communities by disclosing as little as legally required,
hiding identities behind anonymous LLCs, and striking opaque deals with politicians and utilities.2° In 36 states, tax breaks worth billions of

dollars have been offered to data center developers, but job creation promises are often vague and unenforceable 2! The “thousands of jobs

touted in town halls can shrink to under one hundred permanent roles once construction ends.?2



Even the marketing efforts of Al companies add fuel to the communities’ fightback. Repeated claims that their technology will automate
millions of jobs are turning data centers into a visible symbol of a threat to people’s livelihoods. A 2025 Pew Research survey showed 50% of

Americans are more concerned than excited about the growing use of Al in daily life, up from 37% in 2021.23

POLITICS AND PUBLIC PUSHBACK
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According to 451 Research, at least 610 planned or under construction data center projects representing over 70GW of load are in states
with gubernatorial races this year. Candidates in states that once courted data centers are shifting tone. Arizona Governor Katie Hobbs now
seeks to undo tax breaks she once supported.? Pennsylvania Governor Josh Shapiro has moved from vocal cheerleader to a messenger of
community concerns.2>2% Michigan's presumptive Democratic gubernatorial nominee Jocelyn Benson pledged to block data centers that
are reliant on state water or raise electricity costs, reversing her earlier stance.?” New Jersey Governor Mikie Sherrill froze planned household
rate hikes on her first day in office.28 Even “Data Center Alley” in Loudoun County, Virginia, is likely to see new constraints. Governor Abigail
Spanberger supports tighter regulations after her predecessor vetoed two bills studying data center impacts on local resources and
communities.?? When data centers lose political backing in the world’s densest hub, support from the Al industry has clearly shifted from

electoral asset to liability.

Elections are also directly impacting power prices set at local PUCs, which regulate utilities. Though only ten PUCs are elected, they drew
national attention in 2025 when Georgia voters elected Democrats to the five-member board for the first time since 2000. The two newly
chosen PUC commissioners won with 63% of the vote following campaigns focused on electricity affordability.3° Across nine states with
2026 PUC elections, candidates are highlighting data centers’ role in rising power costs.3! It is likely candidates across all elections will back

policies that slow data center build-out and force PUCs to apply tougher scrutiny to how much utilities can pass through to households.



MORE REGULATION, MORE PROBLEMS
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customers.3® Legislatures are also pushing
statutes that force data centers onto special
tariffs to prevent ratepayers from funding the
new infrastructure. While these measures
claim to protect ratepayers, utilities are
incentivized to spread capital costs across
millions of customers rather than a small set
of corporate clients. Gaps in regulation leave

households carrying a large part of the cost.

Despite formal protections, residential customers can still face higher delivery charges and fees. In 2024, a study showed utilities in seven
PJM states passed $4.3B in transmission upgrade costs from data centers onto ratepayers.3® A 2025 Harvard study revealed confidential
utility contracts offering discounted power to data centers, exploiting state and federal loopholes.®” J.D. Power’s 2025 survey showed

record-low utility satisfaction scores, as households reject Big Tech’s affordability narrative 3837

INVESTMENT RISK SPREADS

Community resistance is slowing the build-out of computing capacity that Al companies need to train and monetize their models, while
rising costs and delays give investors more time to scrutinize risks in the Al investment cycle. In our view, the race to construct ever larger
data centers reflects an implicit recognition that public equity markets will tolerate only so much spending without a clear route to
profitability. The longer it takes to build compute capacity, the more time investors have to consider the investment risks in this stage of the
Al cycle. In December 2025, reports of Oracle delaying OpenAl data centers led to a selloff in Oracle’s debt, weakened Al-linked equity

indexes, and contributed to the cancellation of a $10B, 1IGW data center project in Michigan by its financier, Blue Owl Capital. 4%4!



Although we do not believe data center construction will cease, increased regulation and public pushback are driving up costs and causing
delays. JPMorgan estimates data-center related entities will need to issue up to $300B in debt by 2027 to fund new builds and refinance
existing construction loans.*2 Pre-leasing tenants who cancel contracts due to delays further threaten lenders, as securitized debt tied to

individual projects can result in broader financial losses.

While some investors see these constraints as a safeguard against overbuilding, we believe the broader economic impact could be
significant. Hyperscalers alone are expected to spend $650B in capital expenditures in 2026, and a slowdown in Al data center investments
could shake US tech equities, already priced for perfection, in our view.*3 The US tech sector’s ethos of “move fast and break things” may

finally have met its match: engaged citizens who do not want a data center in their back yard.
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DEFINITIONS

Not in My Backyard (NIMBY) refers to a person who objects to the siting of something perceived as unpleasant or hazardous in the area where they live, especially while raising no
such objections to similar developments elsewhere.

IMPORTANT INFORMATION
This webpage may be distributed by GQG Partners LLC and its affiliates (collectively “GQG").

The information provided on this website does not constitute investment advice and no investment decision should be made based on it. Neither the information contained in this
document orin any accompanying oral presentation is a recommendation to follow any strategy or allocation. In addition, neither is it a recommendation, offer or solicitation to (i)
sell or buy any security, (ii) purchase shares in any investment fund that GQG may sponsor, offer or manage, (iii) establish any separately managed account, or (iv) implement any
investment advice. It should not be assumed that any investments made or recommended by GQG in the future will be profitable or will equal the performance of any securities
discussed herein. Before making any investment decision, you should seek expert, professional advice, including tax advice, and obtain information regarding the legal, fiscal,
regulatory and foreign currency requirements for any investment according to the law of your home country, place of residence or current abode.

This webpage reflects the views of GQG as at a particular time. GQG'’s views may change without notice. Any forward-looking statements or forecasts are based on assumptions and
actual results may vary.

GQG provides this information for informational purposes only. GQG has gathered the information in good faith from sources it believes to be reliable, including its own resources
and third parties. However, GQG does not represent or warrant that any information, including, without limitation, any past performance results and any third-party information
provided, is accurate, reliable, or complete, and it should not be relied upon as such. GQG has not independently verified any information used or presented that is derived from
third parties, which is subject to change. Information on holdings, allocations, and other characteristics is for illustrative purposes only and may not be representative of current or
future investments or allocations.

The information contained on this website is unaudited. It is published for the assistance of recipients but is not to be relied upon as authoritative and is not to be substituted for the
exercise of one’s own judgment. GQG is not required to update the information contained in these materials, unless otherwise required by applicable law. No portion of this
document and/or its attachments may be reproduced, quoted or distributed without the prior written consent of GQG.

Past performance may not be indicative of future results. Performance may vary substantially from year to year or even from month to month. The value of investments can go down
as well as up. Future performance may be lower or higher than the performance presented and may include the possibility of loss of principal. It should not be assumed that
investments made in the future will be profitable or will equal the performance of securities listed herein.

Any account or fund advised by GQG involves significant risks and is appropriate only for those persons who can bear the economic risk of the complete loss of their investment.
There is no assurance that any account or fund will achieve its investment objectives. Accounts and funds are subject to price volatility and the value of a portfolio will change as the
prices of investments go up or down. Before investing in a strategy, you should consider the risks of the strategy as well as whether the strategy is appropriate based upon your
investment objectives and risk tolerance.

There may be additional risks associated with international and emerging markets investing involving foreign, economic, political, monetary, and/or legal factors. International
investing is not for everyone. You can lose money by investing in securities.

GQG Partners LLC is a wholly owned subsidiary of GQG Partners Inc., a Delaware corporation that is listed on the Australian Securities Exchange (ASX: GQG). GQG Partners LLC
and its affiliates provide certain services to each other.

GQG Partners LLC is registered as an investment adviser with the US Securities and Exchange Commission. Please see its Form ADV Part 2, which is available upon request, for
more information.

NOTICE TO RECIPIENTS IN AUSTRALIA & NEW ZEALAND

The information in this document is issued and approved by GQG Partners LLC (“GQG”"), a limited liability company and authorised representative of GQG Partners (Australia) Pty
Ltd, ACN 626132 572, AFSL number 515673. This information and our services may be provided to wholesale and retail clients (as defined in section 761G of the Corporations Act
2001 (Cth)) domiciled in Australia. This

document contains general information only, does not contain any personal advice and does not take into account any prospective investor’s objectives, financial situation or needs.
In New Zealand, any offer of a Fund is limited to ‘wholesale investors’ within the meaning of clause 3(2) of Schedule 10of the Financial Markets Conduct Act 2013. This information is
not intended to be distributed or passed on, directly or indirectly, to any other person.

NOTICE TO RECIPIENTS IN CANADA (Alberta, British Columbia, Manitoba, New Brunswick, Nova Scotia, Ontario, Québec, Saskatchewan (the “Canadian Jurisdictions”))

GQG Partners LLC relies on the (i) international adviser exemption pursuant to section 8.26 of NI 31-103 in each of the Canadian Jurisdictions, and (ii) non-resident investment fund
manager exemption pursuant to section 4 of M| 32-102 in Ontario and Québec and is not registered as an adviser or investment fund manager in the Canadian Jurisdictions. This
document has been prepared solely for information purposes and is not an offering memorandum or any other kind of an offer to buy or sell or a solicitation of an offer to buy or sell
any security, instrument or investment product or to participate in any particular trading strategy. It is not intended and should not be taken as any form of advertising,
recommendation, investment advice or invitation to trade. This information is confidential and for the use of the intended recipient only. The distribution of this document in Canada
is restricted to recipients who are qualified “permitted clients” for purposes of National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant
Obligations. This document may not be reproduced, redistributed or copied in whole or in part for any purpose without the prior written consent of GQG.

NOTICE TO RECIPIENTS IN THE UNITED KINGDOM

GQG Partners LLC is not an authorised person for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (“FSMA”) and the distribution of this
document in the United Kingdom is restricted by law. Accordingly, this document is provided only for and is directed only at persons in the United Kingdom reasonably believed to
be of a kind to whom such promotions may be communicated by a person who is not an authorised person under FSMA pursuant to the FSMA (Financial Promotion) Order 2005
(the “FPQO”). Such persons include: (a) persons having professional experience in matters relating to investments; and (b) high net worth bodies corporate, partnerships,
unincorporated associations, trusts, etc. falling within Article 49 of the FPO. The services provided by GQG Partners LLC and the investment opportunities described in this
document are available only to such persons, and persons of any other description may not rely on the information in it. All, or most, of the rules made under the FSMA for the
protection of retail clients will not apply, and compensation under the United Kingdom Financial Services Compensation Scheme will not be available.

GQG Partners (UK) Ltd. is a company registered in England and Wales, registered number 1175684. GQG Partners (UK) Ltd. is an appointed representative of Sapia Partners LLP,
which is authorised and regulated by the Financial Conduct Authority (“FCA") (550103).



NOTICE TO RECIPIENTS INADGM

GQG Partners Ltd, a company limited by shares, registered in Abu Dhabi Global Markets ("ADGM”), having its address at Unit 12, 7th Floor, Al Khatem Tower, Al Maryah Island, Abu
Dhabi, United Arab Emirates. GQG Partners Ltd is licensed by the ADGM's Financial Services Regulatory Authority (FSRA) (license number 240015). GQG Partners Limited is
licensed by the ADGM's Financial Services Regulatory Authority (FSRA) to conduct the regulated activities of Managing a Collective Investment Fund, Advising on Investments or
Credit, Arranging Deals in Investments, Managing Assets, Shari’a-compliant Regulated Activities. This document is intended for distribution only to persons of a type specified in the
FSRA's Rules (i.e., “Professional Clients”) and must not be delivered to or relied on by any other type of person. It is for the exclusive use of the persons to whom it is addressed and
in connection with the subject matter contained therein. The FSRA, or any other regulatory authority, has no responsibility for reviewing or verifying this document or any other
document in connection with it. Accordingly, the FSRA, or any other regulatory authority, neither approved this document or any other associated documents nor taken any steps to
verify the information set out in this document and has no responsibility for it.

© 2026 GQG Partners LLC. All rights reserved. This document reflects the views of GQG as of April 2026.
TLDTCNTS 0226





