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Every parent knows the feeling.  Your kid is going out for a big Friday night and they need 

money.  Being a loving parent, you ask, “how much do you need?” Then you hear the number.  

“You need HOW much?”  Because of course, it’s a lot more than you anticipated.  That’s Wall 

Street this week starting with Google’s earnings and spending.  Google sales were up 24% to $119 

billion for the quarter.  Nice!  Cloud growth is smoking at 82%, and their backlog is $514 billion.  

Even nicer!   

Then we got to the spending portion of the call.   

Google now plans to spend as much as $205 billion on capital expenditures (capex) this year.  

That sounds like  a lot so let’s break it down into bite sized pieces.  If so, Google will spend $560 

million per day, weekends and holidays included.  To put that into perspective, Google spent only 

$32 billion TOTAL in 2023. 

Google has 34% profit margins at present, but  spending $200 plus billion potentially demands 

a pot of gold at the end of the rainbow and nobody has drawn a clear map to it yet.  Google is 

currently a substantial holding of ours, and I’m not picking on them, they just happened to be the 

first of the hyperscalers to report earnings.  I wonder if Wall Street and investors in general are 

finally asking “where’s the beef” before they sanction even more spending.   

This is a big week for the big spenders.  Microsoft and Meta report Wednesday, July 29th and 

Amazon speaks the following night.   As for the other three biggest spenders in AI, those calls 

should be interesting.  If they’re still spending full steam ahead, we could see the sector sell-off.  

I’m an AI believer but it’s potentially time to pump the brakes on some of these valuations.  The 
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market’s already voting on the froth elsewhere.  SpaceX priced its IPO at $135 in June, took a 

(very) brief detour to $220 and now trades near $115.  That’s $20 below the IPO price after only six 

weeks, not a great look.   

Now, don’t think I’m turning negative here.  A pullback in the near term might be exactly what 

we need.  I say that because we’re closing in on my favorite calendar pattern: the twelve months 

after the mid-term elections.  According to my research, measured from Election Day to twelve 

months later, the market has been higher 19 out of 19 times.  The S&P 500 hasn't lost ground in 

the 12 months after a mid-term since 1946, and the average gain runs 16%.  History doesn’t repeat 

itself, but I enjoy the potential tailwind of 80 years of post-election positive returns. If we do get a 

pullback, keep these numbers in the back of your head.  Any sell-off may be providing an 

opportunity to buy more of your favorites right before the stretch that has historically been one of 

the strongest on the board. 

 

I have World Cup hangover.  I’m a massive soccer fan so 104 matches over 39 days was like 

bellying up to the all-you-can-eat buffet at the Ryan’s Steakhouse back in 80’s.  As much as I liked the 

soccer, what I liked even more was the return of the monoculture.  A brief stretch where everyone on 

the planet was paying attention to the same thing.  The internet scatters us and everyone follows 

whatever their heart desires, so it was fun to have one big talking point.  We saw it in 2022 with Taylor 

Swift and again in 2023 during the Barbenheimer Summer when both Oppenheimer and Barbie 

dragged people back into theatres in droves.   

My biggest surprise was how into the World Cup our 15-year-old was.  Riley and her friend 

watched all the key matches with me and followed the whole thing on social media.  Debating 

“Dictator” Mbappe or watching Erling Haaland walk off a plane carrying a $750 taxidermied raccoon 

holding a whiskey bottle made for a perfect vacation.  What a blast!   

One positive about the scrutiny on capex spending: the slow rebirth of software versus the 

semiconductors.  The AI investment cycle had the hyperscalers (Google, Microsoft, Meta etc.) buying 

semiconductor chips like there was no tomorrow, and it drove the VanEck Semiconductor ETF to an 



85% gain year to date through June 22nd.  That’s excessive, I think.  Meanwhile, the iShares Software 

ETF spent the same stretch going the other way with a 14% year-to-date decline.  Then July showed 

up.  Semis have dropped 20% and software is grinding its way to a 3% gain.  That’s not a stampede 

but software is potentially the cheaper end of the same trade, and I think there’s upside there over the 

next year.  If you have any comments, feel free to contact me at heddins@capital-invest.com or call at 

919-656-0836. 
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