Issue 33 - July 06, 2026

The S14 Trillion
Investment
Divide

Insights Engine | Investment Research

37
‘ RCK ANALYTICS



Table of Contents

China’s Capital Paradox

Chinainvests nearly four times more than US and Europe, yet earns
forty percent lower returns on it

America’s Reallocation lllusion

US investment looks flat because Al spending is replacing capital,
not adding to it

Productivity Is the Real Signal

Watch output per dollar invested, not investment totals, to find
tomorrow’s competitiveness

Where Smart Capital Moves

Real dollars are already shifting to the Americas on resilience, not
cost and the gap is widening

Insights Engine - Issue 33

Pagel2



Executive Summary

The US, China, and Europe deployed nearly S14 trillion in 2024, but only one region is
converting that cgpital into lasting proauctivity gains.

‘Capital has a way of revealing Global investment patterns are diverging sharply
conviction.” across the world's three largest economic blocs.
China deployed $5.9 trillion in 2024, more than the
United States and Europe combined, yet its capital
returns run roughly 40 percent lower, a result of
overcapacity in EVs, batteries, and solar rather than
weak execution.

Chris Bradley

Senior Partner & Director

McKinsey Global Institute

The United States invested $5.1 trillion, but rising Al
and data center spending is reallocating capital away
from offices and warehouses rather than expanding
total investment. Europe faces an estimated $860
billion annual investment shortfall.

Beneath these headline figures, capital productivity
output produced per dollar invested is emerging as
the more reliable signal for future competitiveness,
with semiconductor investment in the Americas
already showing where returns per dollar are
accelerating fastest.

12% S5.9T

Americas Semiconductor China’s Record 2024
Capex Expansion Rate Investment Total

40% S860B

China’s Capital Return Europe’s Annual
Efficiency Gap Investment Shortfall
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Chapter 01

China’s Capital Paradox

China invests nearly four times more than US and Europe, yet earns

forty percent lower returns on it

China closed 2024 with $5.9 trillionin
gross investment, more than any
economy on record, and enough capital
to add three times the productive assets
the United States and Europe combined
managed to build in the same year. On
paper, scale looks decisive. Underneath
it, capital returns are running roughly 40
percent lower than in Western markets,
and the gap is widening rather than
closing. The reason is concentration, not
weak execution.

Capital has piled into a narrow set of
sectors, electric vehicles, batteries, solar
manufacturing, and real estate, faster
than demand can absorb the output.
When dozens of state-backed
manufacturers scale the same product

line at once, the result is overcapacity,
collapsing prices, and margin destruction
rather than higher output per dollar
invested. Battery makers are reportedly
unprofitable at current utilization even as
shipment volumes keep climbing, the
pattern now spreading into solar and EV
assembly. This overcapacity is already
spilling into global markets through
aggressive export pricing, reshaping cost
structures for competitors beyond
China’s borders.

For dealmakers, the lesson is structural:
investment volume and quality are no
longer moving in the same direction
inside China, and capital allocation
strategy must treat these as two
separate signals.

Capital Scale No Longer Guarantees Returns
Excessinvestment has created uneven industrial utilization, compressing profitability across major

manufacturing sectors
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Chapter 02

America’s Reallocation

lllusion

US investment looks fiat because Al spending is replacing capital,

not adding to it

The United States invested $51 trillion in
2024, equal to 17 percent of GDP, a share

that has barely moved even as Al and data

center spending rose 200 percent and
broader tech investment climbed 50
percent over three years. combination
sounds like a boom. The dollar math says
otherwise.

Al and data center capex, even atan
estimated $200-400 billionrange, is only
4 to 8 percent of total US investment,
while office construction fell 13 percent

and warehouse investment fell 12 percent

off acomparably large base. The net
effectis arotation, not an expansion:
capital is moving out of commercial real

Alls Rewriting Capital Allocation

estate and into compute infrastructure
within a fixed pie, not growing the pie
itself. Office landlords and CRE lenders
are absorbing this shift directly, making
them an early indicator of where the
rotation’s losers surface first. For private
eqguity and investment banking teams
underwriting the Al cycle.

This distinction changes the thesis. A
rising Al capex line does not signal
broader US reindustrialization or a rising
tide across sectors; it signals a
concentrated reallocation producing
sharply different winners and losers
depending on which side of the shifta
portfolio sits on.

The Alboom is redistributing investment rather than increasing total capital spending across

sectors
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Chapter 03

Productivity Is
the Real Signal

Watch output per dollar investea, not
investment totals, to find tomorrow's
competitiveness

Every headline investment figure, $5.9
trillion, S5.1 trillion, $3.1 trillion, answers
the same question: how much capital
moved. None answer the more important
guestion for dealmakers: how much
output that capital actually produced.
Capital productivity, measured as output
generated per dollar invested, is the
metric that separates durable
competitiveness from capital volume
alone, and it is the figure missing from
most investment commentary.

Arising productivity trend means each
additional dollar of investment generates
more output than the dollar before it; a
falling trend, visible in China’'s roughly 40
percent lower capital returns, means
more capital is required to produce the
same unit of growth. The trend is
measured by comparing the pace of
investment growth against the pace of
output growth within the same sector or
economy over the same period, when
investment outruns output, productivity
is deteriorating regardless of how large
the headline number looks.
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This is not purely academic: it is the same
logic separating a healthy company
reinvesting profitably from one burning
capital to defend market share, just
applied across an entire economy or
sector. For investors evaluating where to
deploy capital next, tracking this ratio
sector by sector is a materially better
forward signal than tracking total
investment dollars, because it identifies
which economies and industries are
compounding efficiency rather than
simply compounding spend.

This is especially relevant for macro-
insensitive dealmaking, where capital
allocation decisions increasingly need to
be justified on unit economics and
productivity trajectory rather than
aggregate capital flows, which can mask
deteriorating returns for years before the
correction shows up in earnings. Firms
that build this tracking discipline now will
price risk more accurately than
competitors anchored to headline totals.
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Chapter 04

Where Smart Capital Moves

Real dollars are already shifting to the Americas on resilience, not cost and the gap is

wiadening

Global semiconductor equipment
spending hit $133 billionin 2025 and is
forecast to reach $156 billion by 2027, but
the more revealing number sits
underneath that total: China accounted
for roughly 37 percent of global
semiconductor capex in 2025, outsized
share SemiWiki’s own analysis flags as
running well ahead of justifiable demand.

Against that backdrop, U.S.
semiconductor firms alone spent $49.5
billion on capex in 2024, and that base is
now compounding on a trajectory that
McKinsey projects will make the Americas
the largest global destination for
semiconductor investment by 2029,
growing 12 percent annually against a 6
percent worldwide average.

Taiwan and South Korea remain the near-
term leaders in absolute spend, but their
growth rates are decelerating relative to
the Americas, reinforcing this shift is
structural, not a cyclical blip. The capital is
not chasing lower costs, it is chasing
supply chain resilience and policy
support, meaning it represents a genuine
gainin strategic capital productivity
rather than a cost-driven relocation.

For investment research and dealmaking
teams, thisis the clearest real-dollar
signal available right now: capital
accepting a cost premium to secure
resilience is a stronger leading indicator
of value concentration than cost
differentials alone ever were.

Capital volume no longer predicts competitiveness. The economies
and sectors compounding output per dollar invested not those

simply investing the most will define the next decade of capital
allocation.
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Work With Us

RCK Analyticsis a global provider of high-
quality investment research, investment
banking support, PE/VC insights, data
science and engineering solutions,
market research, analytics, and
assurance services. We serve a diverse
client base including investment firms,
PE/VC funds, asset managers, hedge
funds, investment banks, consulting
firms, and corporates across sectors.
Backed by a skilled team, we deliver data-
driven insights and strategic support to
help clients make informed decisions and
drive financial outcomes.
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Our capabilities extend to deal origination
support, financial due diligence, valuation
analysis, portfolio monitoring, and
advanced data analytics, enabling clients
to enhance decision precision and
operational efficiency. Our team focuses
on delivering measurable outcomes
through insight-driven strategies, helping
clients strengthen investment theses,
improve capital allocation, and unlock
long-term value across dynamic global
markets.

Website: https://rckanalytics.com/

Email: info@rckanalytics.com

Phone: +91 9145339262

M-109, City Avenue Corporate Park, Wakad,
Mumbai-Bangalore Highway, Pune, India - 411 057
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