Impact of Artificial Intelligence on Your Utility Bill
How the intersection of Al and energy will become a focus for investors

Artificial Intelligence (Al) has been revolutionizing
industries across the board, from healthcare to
finance, and now its reach is extending into the
energy sector. However, this Al-driven boom,
particularly in energy-intensive data centers, is
starting to raise some difficult questions for
consumers and investors alike: Will Al lead to higher
energy bills? And who will bear the brunt of these
costs?

The Al-Energy Nexus: A Growing Concern
The increasing deployment of Al technologies,
especially in data centers, has significantly escalated
the demand for electricity. Data centers are the
backbone of Al operations, housing servers that
process vast amounts of data. However, these
facilities are notorious for their energy consumption.
As the number of Al applications grows, so does the
energy demand, creating a ripple effect that is starting
to be felt across the energy markets.

America’s largest wholesale power market, PJM
Interconnection, is already witnessing the strains of
this increased demand. Skyrocketing capacity prices
are signaling the urgent need for new power plants to
meet the growing energy needs. This surge in
demand is not just a technical issue but also a
financial one, with potential long-term implications for
both consumers and investors.

Who Will Pay the Price?

One of the most pressing questions is who will
ultimately pay for the additional energy consumption
driven by Al. As energy prices rise, the burden could
fall on consumers in the form of higher utility bills.
This scenario is particularly concerning in states
where utilities are not allowed to own power plants. In
such states, utilities must purchase electricity from
independent power producers, which could lead to
higher costs being passed on to consumers.

However, the situation is sparking discussions about
possible changes in legislation. For instance, PPL
Corporation has indicated that it would advocate for
legislative changes in Pennsylvania to allow utilities to
own power plants. Similarly, FirstEnergy has
suggested that some states might reconsider their
rules to allow utilities to invest in their own generation
facilities.

These legislative shifts could have significant
implications for investors in utility companies. If
utilities are allowed to own power plants, they may
have more control over pricing and supply, potentially
leading to more stable revenue streams. On the other
hand, if these changes do not materialize, utilities
might face increased costs without the ability to offset
them, leading to greater financial strain.
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State-Level Reactions: A Mixed Bag

Different states are reacting to the Al-driven energy
boom in various ways. While some have been offering
tax incentives to attract data centers, others are
starting to reconsider. For example, Georgia passed a
bill earlier this year that would have paused tax
incentives for new data centers for two years, though
it was ultimately vetoed by the governor. Meanwhile,
Virginia is conducting a legislative study to assess the
impact of data centers on electric reliability and
affordability.

These state-level actions could set precedents for
how other regions approach the intersection of Al and
energy. Investors should keep a close eye on these
developments, as changes in state policies could
either mitigate or exacerbate the impact of Al on
energy prices.

The Investment Landscape: Opportunities

& Risks

For investors, the Al-driven energy boom presents
both opportunities and risks. On one hand, the need
for new power plants and infrastructure could lead to
increased demand for energy sector investments.
Companies involved in the construction, operation,
and maintenance of power plants, as well as those in
the renewable energy sector, could see significant
growth opportunities.

On the other hand, the potential for higher energy
prices could lead to increased scrutiny of utility
companies, particularly those that are heavily reliant
on Al-driven data centers. Investors should be aware
of the regulatory risks and the potential for increased
costs that could impact the profitability of these
companies.

Navigating the Future

As Al continues to expand its influence, its impact on
the energy sector — and by extension, on your utility
bill — is becoming increasingly apparent. The current
strains on the grid and the potential for legislative
changes underscore the need for investors to stay
informed and agile. Understanding the evolving
landscape will be key to navigating the opportunities
and risks presented by this new era of Al-driven
energy demand.

In the coming years, the intersection of Al and energy
will likely become a critical area of focus for both
policymakers and investors. Those who can anticipate
and adapt to these changes will be best positioned to
capitalize on the opportunities that arise while
mitigating potential downsides.
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