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Growing data center investment matters for Industrials
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Sources: FactSet and Wells Fargo Investment Institute. Based on calendar year data; 2024 and 2025 data represent consensus estimates from FactSet. Capex = capital expenditures. *Four largest
global integrated oil majors by market capitalization (BP Plc, Chevron Corporation, Exxon Mobil Corporation, Shell Plc). **Four largest cloud infrastructure companies by market capitalization

(Alphabet Inc., Amazon.com, Inc., Meta Platforms Inc, Microsoft Corporation). Forecasts and targets are based on certain assumptions and on views of market and economic conditions which are
subject to change.

Hyperscale cloud providers’ increasing capex leading to meaningful downstream impacts

Investors remain intently focused on the latest happenings in the world of semiconductors, and we can understand
why. To that effect, we would point out that the largest driver of this enthusiasm — rising demand for data center
construction — has trickle-down effects across the Industrials sector. Based on company disclosures, we believe that
for those involved, this end market represents anywhere from a low-single-digits percentage of revenue on the low end
to a mid-teens percentage on the high end.

For a broader perspective, we would note that capex for the four largest hyperscale cloud companies began to exceed
those for the four largest integrated oil majors (notoriously capital-intensive) in 2020 and are expected to increase to
more than double by 2025 (see chart). McKinsey & Company projected in its January 2023 report, “Investing in the
rising data center economy”, that U.S. data center electricity consumption would grow roughly 10% annually from 2023
—2030.

What it may mean for investors

Bottom line — data centers now represent a meaningful end market for a growing number of companies in the
Industrials sector, on which we are favorable. We expect that increased demand for electrification, cooling, and back-up

power supply in support of data centers should be tailwinds for select companies in the Electrical Equipment, Building
Products, and Industrial Machinery sub-industries.

Larry Pfeffer, CFA; Equity Sector Analyst, Industrials Excerpted from Investment Strategy Report (March 4)
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Risk Considerations
Forecasts, estimates, and projections are not guaranteed and are based on certain assumptions and views of market and economic conditions which are subject to change.

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market
conditions, the prospects of individual companies, and industry sectors. Sector investing can be more volatile than investments that are broadly diversified over numerous
sectors of the economy and will increase a portfolio’s vulnerability to any single economic, political, or regulatory development affecting the sector. This can result in greater
price volatility.

Definitions

Integrated Oil: BP Plc, Chevron Corporation, Exxon Mobil Corporation, Shell Plc

Hyperscale Cloud Providers: Alphabet Inc., Amazon.com, Inc., Meta Platforms Inc, Microsoft Corporation
General Disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIl is a registered investment adviser and wholly owned subsidiary of Wells
Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information
purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent
with, and reach different conclusions from, this report.

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy,
hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider
all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has
been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any
financial services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be
afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications
made with Wells Fargo Advisors.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-
dealers and non-bank affiliates of Wells Fargo & Company. PM-09072025-6463238.1.1
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