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AI services will become more affordable
over time
Today, some Generative AI services are rather expensive. We expect
the prices of these services to come down, in line with historical
developments of ICT hardware prices

Declining prices are common in the ICT sector
When evaluating the historical evolution of the ICT sector, there is one important aspect that
stands out. Prices have come down in substantial segments of the sector. This especially holds true
for hardware such as phones and PCs but also for prices of mobile communication. One of the
other notable aspects in this context is the provision of free services, through open-source projects
or advertising driven models. Nevertheless, the main cause of falling prices is the advancement in



THINK economic and financial analysis

Article | 24 April 2024 2

semiconductor manufacturing capabilities, in line with Moore’s Law. Because of this,
semiconductor prices have come down, leading to lower prices for end-products, such as PCs,
tablets, and mobile phones. Because microchips are an important cost component of AI models,
we expect the replacement cost of the existing infrastructure needed to run AI models to come
down over time as well.

In a November 2023 blog post, OpenAI introduced a new model GPT-4 Turbo. Interestingly,
compared with GPT-4, OpenAI will offer “GPT-4 Turbo at a 3x cheaper price for input tokens and a
2x cheaper price for output tokens”. Although one should be careful about generalising from one
statement (possibly the initial price was too high to attract enough volume), it fits with trends of
falling prices in parts of the ICT sector. Moreover, note that the news on GPT-4 Turbo is already
outdated because OpenAI now plans to release GPT-5 around the summer of 2024. This shows
that companies keep developing better, more complex, and more expensive, models over time. We
do therefore expect that spending on AI infrastructure will continue for some time to come.

Prices are falling for some products in the ICT sector

Source: CBS, ING

Expect downward price trend for AI, like many product and
software categories
The graphs above show that the costs of computing equipment have come down substantially
over time. Although one could argue that a smartphone today is a completely different product
than 10 years ago, most of us would agree that there are many more affordable devices around
today than in the past, with better capabilities. This will also happen with Generative AI, as the
costs to make calculations will come down, but also because engineers will find ways to optimise
these. Also, Generative AI will likely bring costs down for software engineering, customer support
as well as administrative tasks. Of course, quality will also improve, which may cost somewhat
extra. The same holds for products that rely on proprietary data or knowledge. Also, other effects
have an upward effect on prices, such as oligopolistic market structures and strategies making it
difficult for customers to switch suppliers (vendor lock-in, product bundling). Nevertheless, we
believe in a downward trend for many product and software categories.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.
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