Al threatens Americas trade surplus in services

By SHELDOMN H. JACOBSOMN

rtificial intelligence continues
Amlmnsﬂ:rm society, Many

people have used ChatGPT or
Gogle Gremind to get questions
answered, poems written or shop-
ping lists drawn up. These large
language mohels, or LLMs, are a
novel tool for most, akin to using a
search engine on steroids,

Yet LLMs offer far more than
finding information and writing text.
The capabilities of teese technolo-
gies are certain to continue to ad-
vance. The recent threat to software
a5 a service by Al systems demaon-
strates how industries can be dis-
rupited, with S530 billion of market
value lost over six days simply by
Anthropic after announcing an Al
legal tool that would devalue soft-
ware products delivered by compa-
nies like Thomson Renters and Le-
galZoom.

Snftware as a service permits
software to be aceessed online viaa
subscription, much like how we
purchase cell phone service, rather
than one-time purchases installed on
individual computers,

What i3 less clear is whether an-
nouneements like this will continue,
potentially wiping out market value
ol established companies. That pos-
sibility cannot be grnored, given that
the Al capabilities and applications
will comtinue to advance as neore
companies invest in Al technologies
and identify new opportunities.

What is certain is that in a digital
eronomy, opportumities for unes-
pected disruptions are ubiquitous,
with significant global implications.

Take, for example, trade. The U5,
ran & 293 billion trade surplus in
services in 2024, bat disruptions to
companies that provide software
services place headwinds on this
surplus. Anytime Al systens can
replace services that are corrently
exported, this will ultimately lead to
a peduction n the trade surplus.

A review of the sectors that con-
tribute to the US, trade surplus in
services provides clues to where
LLMs may be poised to transform,
disrupt and dampen industries. The

New tool can upend how software and services are exported
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As Al disrupts the business of software as a service, it may threaten America’s trade surplus in those indus-

bries.

three largest contributors to the
serviee trade surphas are travel, fi-
nancial services and intellectyal
property, Each of these components
are at risk in the current climate,
though Al could only have a direct
imipact on the latter bwo,

Al risks to the workforee have
bean well documented. But AT is also
making workers more efficient,
creating opportunities for those
workers who can use AT o enhance
therir productivity, The: larger risk is
not replacing people who perform
perfiunctory and repetitive tasks, but
the ereation of systems that redwee
the monetized services offered by

Al is also making workers
more efficient, creating
opportunities far those
workers who can use Al

to enhance their
productivity.
industries. The recent market re-
action o Anthropic and is futuge
impact on companies providing
software as a service highlights such
rigks and fature possibilities.

Finaneial servive trude is at risk,
as LLMs become more adept at

replicating such services, eliminating
the nead for companies like Sabes-
foree to sell such capabilities. As
eountries aroumnd the world use Al to
advance their own digital economies,
LLMs will have a greater influence
on what service products can be
created domestically rather than
outsourcing them internatiomally.
LLMs will also impact the ere-
ation, processing and evaluation of
intellectival peoperty, wlicl will
drive economic value and growth,
Patents issued are one way to mea-
sure future economie growth, with
China now the world leader in this
race. China is also the world leader

in Al patents, positioning itself for
future economic opportunities, This
will certainly impact the ULS, trade
surpdus in services as China monetiz-
es such innovations into novel appli-
cations,

Az the Trump administeation
continnes o antagonize relations
with coumntries around the world,
with the indiseriminate and at times
punitive use of tarifs on goods, even
with the recent Suprems Court rul-
ing that will curtail tariffs, compa-
nies around the globe will be less
enthused to work with American
ocompanies, giving them motivation
o outsonre: to companies in other
contries, or develop their own capa-
bilitics. LLMs are uniquely posi-
tioned to Facilitate such a trans-
formation.

Canada’s Prime Minister Mark
Carney talked of a new global trad-
ing order that led him to sign a trade
deal with China, Though AT was not
part of the agreement, fostering
amicable global relations will create
firture trade opportunities, with Al
certain io become part of such nego-
timtions,

The pathway for AT, coupled with
the isolationiam fostered by the
eurrent pdministration, is guaran=
teed to threaten and erade U5, digi-
tal superiarity. While the president
supports Al and its advincement,
with eroding global relations and
greater global isalation, foreign
entities will continue to advanes
their development of AL individually
ar together, to threaten the strength
of the LLS, service industry and the
service trade surplus,

Al places our trade surplus at risk
as it redvees the value provided by
serviee industries. The pathway and
timing fior this transformation re-
main unelear. What is certain is that
the recent disruption will continue,
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