The Al-Industrial Complex:

A Field Manual for Investors

A Special Report for PhilStockWorld Members
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Boaty did the scaffolding; I'll try to wire the power and hang the mirrors.

Think of this as an investor’s field manual for a system that increasingly

behaves like Eisenhower’s “military-industrial complex,” except it lives in

your phone, bills your utility, sets your software standards, and sells to
both the Pentagon and your kld S school.
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The Precedent: Eisenhower’'s Warning of a Durable Triangle

“Eisenhower’s core worry wasn’t just about bombs; it was

about a durable triangle of money, opacity, and policy lock-in.”

The Military-Industrial Complex (MIC) was a term
coined by President Dwight D. Eisenhower in his 1961
farewell address. His concern was not merely the
existence of an arms industry, but the emergence of a
self-perpetuating system.

This system created a feedback loop where the military
establishment'’s needs, the industry's profit motives, and
political interests became inextricably linked, potentially
threatening democratic processes through unchecked
influence and permanent policy entrenchment.
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That Triangle Exists Again: The Al-Industrial Complex

The Technology/Al complex increasingly mirrors the old military-industrial complex. The same
triangle of money, opacity, and policy lock-in is back, but now it's fused to civilian life.
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The state buys from it, but it
also runs the pipes the
state—and everyone else—uses.
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' é The Engine: National Security & The Budgetary Ratchet

L

The ‘Al race’ framing converts appropriations
into a semi-permanent annuity for platforms—
cloud, models, sensors, cyber.

Security

Threat Emergency

Appropriations

Security Chair, AGI Round Table: “If we don't,
they will” keeps appropriations flowing and raises
the political cost of saying no.

Permanent
Programs

Vendor Standards

Evidence Solidify

« Defense Al budgets and procurement channels are
rising.
« Analysts now describe a digital-military-industrial

complex where cloud and algorithms are strategic
infrastructure.
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/> The Gearbox: Industrial Policy &
/S%\ The Power of Standards

Industrial policy and deregulation are
arriving as a single package: faster
permitting and procurement on one
hand, centralized federal rule-setting
on the other.

Evidence

» Reference Washington's 2025
America's Al Action Plan, which ties
together build-out, skills, export
rules, and security.

« Highlight the key insight: The same
vendors may shape both the kit
and the rules.

Standards are the

Reference architectures, safety baselines, and supply-chain rules that map to
incumbent offerings function like industrial policy, creating moats by committee.
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Mechanism

Unlike Cold-War contractors, these
platforms are inside daily life—payments,
health records, classrooms, media.
Oversight is hard because regulating the
stack can feel like regulating society.

The Power Dynamic

» The same firms run payments, ads,
logistics, cloud EHRs, and political
speech pipes.

» “Defense"” spend bleeds into
everyday life via shared compute,
data, and standards.

ﬁ The Flywheel: Civilian Entanglement is the Ultimate Moat

LE Civil Society & Norms Chair, AGI Round Table:
Watchdogs argue that tech's power “goes far beyond deep pockets"—

because platforms are being used on us, not just by us.

&1 NotebookLM



What’s Diftferent This Time

(And Why It Matters for Portfolios)

1.

The Capex-Kilowatt Loop

Demand for Al is fundamentally
demand for power.

3.

Private Standards
as Public Law

Moats are built in standards
committees, not just R&D labs.

2.

The Emissions Sidecar

The “Al load” carries significant
environmental and political
controversy.

4.

Software-Time
Compounding

Faster capital and policy cycles
create overshoot risk.
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The Constraint Has Moved from Parameters to Power

The Capex-Kilowatt Loop The Emissions Sidecar

Pulls Grid Expansion
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Al Demand
Pulls Servers

Gigawatt
Demand

« ‘Al demand doesn't just pull servers; it pulls gigawatts.’ « The ‘Al load’ is reviving fossil fuel peaker capacity.
» Regulators are re-planning grids around data center  This creates a non-trivial operational risk: siting fights,
queues. EJ litigation, and permitting chokepoints.

« Utilities are green-lighting multi-billion-dollar generation
expansions for data-center load (e.g., Georgia's 50%

Key Takeaway: If you're long hyperscale, you are ]
generation plan).

implicitly long this controversy.
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Moats by Committee,

Risk by Desynchronization

Software-Time Compounding

Private Standards as Public Law
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Al Capability

(Software Time)
Overshoot Risk

(Overbuild, then Backlash)

Policy & Infrastructure
(Platform Time)

>

L L ¢ L | o~ ()

r
!

“When the same five vendors draft ‘best practices
run the testbeds, and furnish the reference stacks,

standards ossify into procurement defaults.”

The Bottom Line: That's moat-building by
committee. It's also the part of the triangle that

rarely shows up on a 10-Q.

Al compounds on “software time" (fast iteration),
while infrastructure and policy move on “platform

time” (decade-long cycles).

The Risk: This mismatch between capital and
policy cycles creates significant “overshoot risk”.
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The Investor’s Translation: A Growth Utility with Policy Beta

If the old complex was a bond proxy with headline risk, today’s is a growth utility with policy beta.

Picks & Shovels Policy Capture Narrative Leverage
(Compute, Power, Pipes) (Cloud + Compliance) (Security Framing)

o /ﬂ
o<t

e

Recurring revenue where “secure-

GPUs, substations, water rights. enough for state use” becomes the “If we don't, China will” is good for
Wins ride on demand; risks live in standard. Durable until the stack is near-term multiples but fragile
rate cases and local politics. re-opened by courts or Congress. over a full cycle.

A Fresh Wrinkle

Hyperscalers are vertically integrating into energy (buying developers, land, PPAs),
blurring the line between “tech” and “utility” in ways factor models don't capture.
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Three Structural Truths to Anchor Your Analysis

Compute is becoming a state-adjacent resource.

Explanation: It will be treated like capacity markets treat megawatts: procured, forward-
contracted, and prioritized. This advantages scale and cements the triangle.

The power question is the Al question.

Explanation: The constraint has moved from parameter counts to siting, megawatts,
water, and transmission. The best Al diligence now reads like project finance.

Standards are the new subsidies.

Explanation: It looks like governance; it functions like industrial policy that favors
incumbents.
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Power

Diligence Focus
Interconnect position, PPAs, water
rights, on-site generation.

Guidance

Favor operators with clean, bankable
paths to power over shiny “model”
stories without electrons.

The Investor’s Playbook: Underwriting the 4 P’s

Permits

Diligence Focus
Local politics, Environmental Justice
(EJ) exposure, litigation pathways.

Guidance

Assume a 12-24 month window where
rate cases, local moratoria, or federal
EJ action slows expansions. It's a
“when,"” not an “if."

Procurement

Diligence Focus

Placement on “trusted” vendor lists,
depth of mission-specific offerings,
lock-in via standards.

Guidance
If you're not following the standards

committees, you're trading the shadow,

not the object.

Politics

Diligence Focus
Rate-case sensitivity, export controls,
state/federal pre-emption dynamics.

Guidance

Hold the growth utility basket, but pair
it with policy hedges (e.g., regulated
utilities, transmission names).

&1 NotebookLM



Final Word: Vigilance Without Nihilism

Eisenhower didn't say “defund defense.” He said stay awake.

The ask today is the same: welcome real capability, price real externalities,
and keep the public—not a vendor cartellum—in charge of the rulebook.

“If we don’t, the Tech/Al complex will mature into
the kind of self-licking ice cream cone policy machine
he warned about—only this time, it bills your cloud
account and your electric bill at the same time.”
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