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Executive Summary

In the first week of February 2026, Anthropic released a legal plugin for Claude Cowork. Within 72
hours, investors had wiped over $400 billion from software stocks. Thomson Reuters fell 16%.
LegalZzoom plunged 20%. Intuit dropped 11% and is now down 34% year-to-date. The S&P; 500
Software and Services Index fell roughly 13% in a single week.

This wasn't a panic — it was a repricing. Investors ran the math on what happens to per-seat
software businesses when Al agents replace the seats. Software loan volume marked at
distressed levels hit $25 billion by end of January — double December's level, and 30% of all
distressed debt now comes from the software sector.

Al has moved from productivity tool to substitution threat — and the market is pricing that threat
into every software company that sells seats to humans who perform tasks that Al can automate.

Metric Value

Software market cap lost (week) $400B+

Single-session loss ~$300B

Software distressed loan volume $25B (2x December)
Software share of all distressed debt 30%

Intuit YTD decline —-34%

ServiceNow YTD decline —-28%

Salesforce YTD decline —26%

Median SaaS EV/Revenue (Dec 2025) 5.1x (vs. 18-19x at peak)
Publicis Sapient SaaS license cut ~50%
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1. What Actually Happened

The Anthropic Trigger

On February 2, Anthropic released plugins for Claude Cowork — its agentic workplace platform.
The plugins targeted legal (contract review, NDA triage, compliance), sales (CRM, prospect
research), finance, and marketing workflows. Eleven starter plugins were open-sourced on
GitHub. Available immediately to all paid users.

The market reaction was not about one plugin. It was about what the plugin represented: a frontier
Al company shipping production-grade tools that directly substitute for the core workflows of
billion-dollar software incumbents.

The Cascade

Company Drop Context

LegalZoom —-20% Direct legal workflow substitution
Thomson Reuters -16% Legal research and publishing

LSEG -13% Data and analytics

CS Disco -12% E-discovery and legal tech

Intuit —11% (-34% YTD) Tax, accounting, financial software
PayPal —10%+ Payment processing, financial services
Equifax —10%+ Data and credit analytics

Salesforce —7% (—26% YTD) CRM and enterprise software
ServiceNow —7% (—28% YTD) IT service management

"The market didn't react to a product launch. It reacted to a business model
collapse. When the marginal cost of legal research drops to the price of an API
call, the companies charging $50,000 per seat have a valuation problem."
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2. The Structural Thesis: Why This Time Is Different

From Productivity Tool to Substitution Threat

For three years the narrative was that Al would make software companies more valuable. Al as
copilot. Al as feature. Al as upsell. February 2026 inverted the narrative. Al is not just a feature that
software companies can add. Al is a substitute for the software itself.

The Per-Seat Business Model Is Dying

Element Traditional SaaS Al-Native Model

Pricing unit Per seat / per license Per task / per outcome
Revenue driver Headcount growth Workflow volume

Moat Switching costs, data lock-in Model quality, context access
Margin structure 70-80% gross margins Variable; compute-dependent
Growth model Land and expand (seats) Usage expansion (tasks)
Vulnerability Seat count reduction Commaoditization of model layer

When an Al agent replaces even 30% of human seats, per-seat revenue falls proportionally.
Publicis Sapient is already reducing SaaS licenses by approximately 50%. If this pattern scales,
SaaS revenue models face structural compression — not cyclical downturn.

The SaaSpocalypse isn't about whether Al can do everything software does today. It's
about whether investors believe the moat is deep enough to justify current valuations.
The market just answered: for many companies, it isn't.

3. The Bifurcation: Who Survives, Who Doesn't

The Deterministic vs. Probabilistic Split

Category Examples Al Exposure Prognosis

Systems of record SAP, Oracle, core banking Lower Data gravity protects
Workflow orchestration ServiceNow, Atlassian Medium Al handles workflows directly
Single-function apps Legal research, scheduling High Direct Al substitution

ThorstenMeyerAl.com —4 — February 2026



Data/analytics Thomson Reuters, Equifax Medium-High Al queries raw data
Creative tools Adobe, Canva, Figma Medium Shift to curation
Developer tools GitHub, GitLab Evolving Become Al orchestration

The Revenue Evidence

* Multiple SaaS companies reported slowing growth in Q4 2025

» Up to 72% of forward growth from price increases, not new customers

« IT budgets growing at 2.8% while SaaS vendors hike prices 9-25%

» Median SaaS EV/Revenue: 5.1x (down from 18-19x at peak)

"Code may become cheap, but context is expensive. The question is whether
‘context’ means enterprise data — which is increasingly portable — or

enterprise relationships and trust, which aren't."
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4. Beyond Software: Where the Repricing Spreads
Next

"Al is not just going to do something to labor... it's going to do something to profits," a portfolio
manager of a $2.6 billion fund told Axios. Anthropic CEO Dario Amodei warned in January 2026
that Al may cause "unusually painful" disruption to jobs. Microsoft identified 5 million
white-collar jobs facing potential extinction.

Industry Exposure Map

Industry Primary Exposure Timeline Market Signal

Legal services Research, contracts, compliance | Now TR —16%, LZ —20%
Accounting/tax Tax prep, audit, bookkeeping 12-18 mo Intuit —=34% YTD
Consulting Research, analysis, due diligence| 12-24 mo Big Four staff cuts
Advertising/marketing Copy, design, campaigns Now Publicis -50% SaaS
Customer service Tier 1-2 support, ticket routing Now 80%+ Al handling
Financial services Credit analysis, compliance 12-24 mo Equifax —10%+
Insurance Claims, underwriting, fraud 12-24 mo Automation accelerating

Software was the canary. The mine is every industry where humans perform structured
cognitive tasks that Al agents can replicate at lower cost. Markets will reprice each
sector as Al substitution moves from theoretical to demonstrated.

5. The Human Dimension: Communities, Not Just
Jobs

OpenAl CEO Sam Altman said he felt "useless" and "sad" using his own Al to code. Software
engineers are talking to each other less. Peter Coy described it as the "death of a community."
Altman's assessment: "Maybe we do need less software engineers." Al handles over 50% of code
authorship at many companies. Dario Amodei predicted Al will write all code within a year.

The pattern — Al compressing professional identity and community — will replicate across every
knowledge-work sector: junior lawyers, junior analysts, junior accountants, marketing coordinators.
Entry-level cognitive work is the first to be substituted, hollowing out the pipeline through
which professionals build expertise.
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"Sam Altman felt 'useless’ watching Al code. Imagine how the junior developer
feels — the one whose career was supposed to start with exactly that work."
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6. What the Market Got Right — and Wrong

Assessment Bull Case Bear Case

Valuations Oversold; at 5-year lows Per-seat model structurally broken
Incumbents Can integrate Al, raise margins Al replaces products, not just features
Contracts Multi-year deals provide runway Churn accelerates at renewal

Moats "Context is expensive" protects data Context windows keep expanding
Toolkits Win as development platforms General-purpose Al commoditizes apps

The honest answer: both are partially right. Enterprise replacement cycles are slow, context is
real, and incumbents can adapt. But the direction is clear: per-seat pricing faces structural
compression in a world where Al agents can sit in the seat.

7. Strategic Implications and Actions

For Enterprise Leaders

1. Audit your SaaS portfolio against Al substitution risk. For every major contract, ask: can
an Al agent perform 30%+ of these workflows? Negotiate accordingly.

2. Renegotiate toward usage-based pricing. The leverage has shifted. Vendors facing
substitution pressure will accept restructuring.

3. Build internal Al workflow capabilities. Companies capturing value build Al agents that
replicate SaaS functionality internally.

4. Plan for workforce transition simultaneously. If Al replaces 30% of seats, it replaces 30%
of the tasks those humans performed.

5. Diversify technology dependency. If critical workflows depend on a vendor under Al
pressure, that's a continuity risk.

For Investors

6. Watch retention, not revenue. Customer retention and net seat count are leading
indicators. Revenue follows 2—4 quarters later.

7. Separate deterministic from probabilistic. ERP systems face different risk than legal
research platforms.

8. Look for pricing model pivots. Companies transitioning to usage-based pricing will survive.
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For Policymakers

9. Prepare for cascading industry repricing. Software is the first sector-specific event.
Healthcare, legal, financial services next.

10. Address the junior talent pipeline. When Al substitutes entry-level cognitive work, the
expertise pipeline breaks.

What to Watch Next

* Q1 2026 SaaS earnings: seat count trends and net revenue retention
« Enterprise Al adoption metrics for Claude Cowork, Copilot, etc.

* Pricing model transitions: who pivots to usage-based first?

« Spread to adjacent sectors: consulting, financial services, insurance

 Labor market data: entry-level hiring in legal, accounting, consulting
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The Bottom Line

The SaaSpocalypse isn't about one plugin from Anthropic. It's about the market reaching a
collective conclusion: Al is not a feature for software companies to add. It's a force that
restructures which software companies need to exist.

The $400 billion wiped out this week is the market running the math on per-seat software in a world
where Al agents can sit in the seat. Some of that math is wrong — but the direction is clear. Every
industry where humans perform structured cognitive tasks faces the same repricing when Al
substitution moves from theoretical to demonstrated.

Markets just ran the math on software in an Al world — and didn't like the
answer. The question for every other industry is not whether the math applies.
It's when.

The SaaSpocalypse isn't the story. It's the opening paragraph.

Thorsten Meyer is an Al strategy advisor who regrets not shorting per-seat software models sooner —
but in his defense, even BlackBerry looked safe right up until the moment it didn't. More at
ThorstenMeyerAl.com.
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