Tariffs prompt cautious IT spending and threaten AI growth over next two years
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International Data Corporation (IDC) has revised its forecast for global IT spending amid growing uncertainties related to newly imposed tariffs. According to a recent announcement, IDC now projects an increase in IT spending of between 5% and 9% over the next two years. This change reflects concerns about the economic implications of tariff policies, particularly those that target technology imports.
Crawford Del Prete, president of IDC, explained the potential repercussions these tariffs could have on consumers and market dynamics. He noted that popular devices, such as smartphones and computers, may see increased prices due to costlier components resulting from tariffs, which could limit product availability and delay new features. Del Prete remarked that while consumers might not notice immediate effects, long-term infrastructure investments that underpin server capabilities could be stunted, adversely influencing service performance over time.
Industry experts have expressed concerns that the uncertainty surrounding tariffs is already having a chilling effect on investment in the technology sector. Recent articles have highlighted how escalating U.S.-China trade tensions are threatening substantial investments in artificial intelligence (AI) infrastructure. Major technology companies, while still committing billions towards AI development, are reportedly exercising caution, with some even halting data centre projects amid fears of rising costs and supply chain disruptions.
Stephen Minton, IDC's group vice president for Data & Analytics, emphasised that these tariffs have begun to affect business conditions, particularly in North America, leading to a downward revision of IT spending forecasts. This sentiment is echoed by reports indicating that significant investments in AI by companies such as Microsoft and Alphabet may be compromised, as rising tariffs make essential equipment prohibitively expensive.
The broader implications of the tariff situation are underscored by a report indicating that similar policies threaten to derail not just AI initiatives, but also critical semiconductor projects, which are vital for the tech ecosystem. Experts warn that without careful navigation of these tariffs, the U.S. risks falling behind in its ambitions for AI and advanced semiconductor manufacturing. 
Parallels can be drawn with Infosys, which has recently reported weak fiscal forecasts, reflecting tighter budgets and decision-making delays influenced by the tariff landscape. As companies reassess their capital investments, the IT sector faces a potentially protracted period of sluggish growth, with key players warning that a continued downturn may significantly hamper innovation and economic productivity.
As the global market grapples with these challenges, analysts assert that businesses must remain agile in their strategies to mitigate the risks posed by ongoing geopolitical tensions and economic uncertainties. This adaptability will be crucial in navigating the forthcoming changes in consumer demand, investment priorities, and potential supply chain transformations in the tech industry.
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