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“Cloud-based
software has
been a growth
engine for the
technology industry
for decades, but
more recently,
this thesis has
been tested and
we are observing
a reversal of the
trade back to
infrastructure.”
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It was once said that ‘software is eating the world.
However, more recently it seems that Al is rewiring this story.

Key takeaways:

* Cloud-based software has been a growth engine for the technology industry
for decades, but more recently, this thesis has been tested and we are
observing a reversal of the trade back to infrastructure.

= Companies can now build agents in-house and don’t need to rely on
software as a service (SaaS) vendors. The possibility that SaaS software
will be replaced in the long term by new Al-based solutions has entered
the narrative.

* However, some believe Al will integrate into SaaS platforms rather
than replace them. This will create smarter workflows and richer user
experiences. In addition, software companies will benefit from lower
development costs.

When Mark Andreessen, one of Silicon Valley’s most influential venture capitalists,
gave his famous quote - ‘software is eating the world’ - back in 2011, his observation
was broadly correct. Technology had entered the cloud era while hardware was
perceived as a standardised product. Corporations across the world appreciated
the shift towards SaaS and saw great value in it, as it allowed them to move

large portions of their workloads to cloud providers who even provided servers
and storage, and hence turned capital expenditure into operational expenditure.

Chart 1: US - digital economy selected stats
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Source: Bureau of Economic Analysis - US Department of Commerce, as at 2025.
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During this time, hardware companies like Intel, Oracle, and
even Nvidia, were ‘eaten’ by software companies such as
Salesforce or Amazon’s AWS, which experienced significant
expansion. From 2010 to the end of 2015, the three hardware
companies mentioned above underperformed the overall
technology sector, while software names surged to new
valuation highs. Cloud-based software has been a growth
engine for the technology industry for decades, but more
recently, this thesis has been tested and we are observing
areversal of the trade back to infrastructure.

Chart 2: Technology stock performance
2010-2015
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Source: Bloomberg, from 31 December 2009 to 31 December 2015.

While Nvidia reached a new all-time high during
September, once-admired companies like Adobe and
Salesforce both contracted over -25% in 2025, while
Workday lost -10% of its value. 15 years after Andreessen’s
remarks, it seems that the tides are turning and ‘Al is
eating software’.

A new era

With leading coding capabilities, Al can fully design, build
and run complex, agent-powered software at near-zero
marginal cost, radically compressing the time from idea
to deployment and eroding traditional SaaS moats.
Companies can now build agents in-house and don’t
need to rely on SaaS vendors such as Salesforce. The
possibility that SaaS software will be replaced in the long
term by new Al-based solutions has entered the narrative.

Agentic systems can autonomously obtain, organise,

and use information to set up communications,

track effectiveness, and iterate. Going forward, each
department of a company could have teams of Al agents
to carry out complex tasks. As this happens, it will change
the way companies interact with today’s application
software and the traditional seat-based model might be
under threat.

Satya Nadella, CEO of Microsoft, has claimed that the age
of SaaS is over and that integrated platforms, with Al as
the leading force, are the future: ‘I think, the notion that
[SaaS] business applications exist, that’s probably where
they’ll all collapse, right in the agent era.’

Looking at the recent share price performance of
Salesforce, one can see that the market is clearly worried
about the non-disprovable negative thesis, despite
demonstrating strong earnings momentum.

Chart 3: Recent share price performance
of Salesforce
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The traditional competitive advantage of a great
software company is built on proprietary code and
vast data volumes. However, the time and technical
complexity required to build a functional software
application, historically a significant barrier to entry,
is dissolving rapidly due to advances in agentic coding
systems. In addition, foundation models are trained
on vast data sets.

Summary

However, some believe Al will integrate into SaasS
platforms rather than replace them. This will create
smarter workflows and richer user experiences, not
fewer platforms. In addition, software companies
will benefit from lower development costs.

While the software landscape is being severely
disrupted, it will not vanish suddenly, but its
economics will evolve. The traditional SaaS model,
which focuses on a user interacting with a single
application, will be replaced by “Al agents” that
can automate and orchestrate workflows across
multiple applications and systems.

The SaaS conundrum - the death or rebirth of software? | 2



This document is a marketing communication and it may be produced and issued by the following entities: in the European Economic Area (EEA), by BlueBay
Funds Management Company S.A. (BBFM S.A.), which is regulated by the Commission de Surveillance du Secteur Financier (CSSF). In Germany, Italy, Spain and
Netherlands the BBFM S.A is operating under a branch passport pursuant to the Undertakings for Collective Investment in Transferable Securities Directive
(2009/65/EC) and the Alternative Investment Fund Managers Directive (2011/61/EU). In the United Kingdom (UK) by RBC Global Asset Management (UK) Limited
(RBC GAM UK), which is authorised and regulated by the UK Financial Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC)
and a member of the National Futures Association (NFA) as authorised by the US Commodity Futures Trading Commission (CFTC). In Switzerland, by BlueBay
Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich,
Switzerland. The place of performance is at the registered office of the Representative. The courts at the registered office of the Swiss representative or at the
registered office or place of residence of the investor shall have jurisdiction pertaining to claims in connection with the offering and/or advertising of shares in
Switzerland. The Prospectus, the Key Investor Information Documents (KI11Ds), the Packaged Retail and Insurance-based Investment Products - Key Information
Documents (PRIIPs KID), where applicable, the Articles of Incorporation and any other document required, such as the Annual and Semi-Annual Reports, may
be obtained free of charge from the Representative in Switzerland. In Japan, by BlueBay Asset Management International Limited which is registered with the
Kanto Local Finance Bureau of Ministry of Finance, Japan. In Asia, by RBC Global Asset Management (Asia) Limited, which is registered with the Securities and
Futures Commission (SFC) in Hong Kong. In Australia, RBC GAM UK is exempt from the requirement to hold an Australian financial services license under the
Corporations Act in respect of financial services as it is regulated by the FCA under the laws of the UK which differ from Australian laws. In Canada, by RBC Global
Asset Management Inc. (including PH&N Institutional) which is regulated by each provincial and territorial securities commission with which it is registered.
RBC GAM UK is not registered under securities laws and is relying on the international dealer exemption under applicable provincial securities legislation, which
permits RBC GAM UK to carry out certain specified dealer activities for those Canadian residents that qualify as “a Canadian permitted client”, as such term is
defined under applicable securities legislation. In the United States, by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), an SEC registered investment
adviser. The entities noted above are collectively referred to as “RBC BlueBay” within this document. The registrations and memberships noted should not
be interpreted as an endorsement or approval of RBC BlueBay by the respective licensing or registering authorities. Not all products, services or investments
described herein are available in all jurisdictions and some are available on a limited basis only, due to local regulatory and legal requirements.

This document is intended only for “Professional Clients” and “Eligible Counterparties” (as defined by the Markets in Financial Instruments Directive (“MiFID”)
or the FCA); or in Switzerland for “Qualified Investors”, as defined in Article 10 of the Swiss Collective Investment Schemes Act and its implementing ordinance,
or in the US by “Accredited Investors” (as defined in the Securities Act of 1933) or “Qualified Purchasers” (as defined in the Investment Company Act of 1940)
as applicable and should not be relied upon by any other category of customer.

Unless otherwise stated, all data has been sourced by RBC BlueBay. To the best of RBC BlueBay’s knowledge and belief this document is true and accurate
at the date hereof. RBC BlueBay makes no express or implied warranties or representations with respect to the information contained in this document and
hereby expressly disclaim all warranties of accuracy, completeness or fitness for a particular purpose. Opinions and estimates constitute our judgment and are
subject to change without notice. RBC BlueBay does not provide investment or other advice and nothing in this document constitutes any advice, nor should
be interpreted as such. This document does not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product in any
jurisdiction and is for information purposes only.

No part of this document may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for any
purpose in any manner without the prior written permission of RBC BlueBay. Copyright 2026 © RBC BlueBay. RBC Global Asset Management (RBC GAM) is
the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management (U.S.) Inc. (RBC GAMUS), RBC Global Asset
Management Inc., RBC Global Asset Management (UK) Limited and RBC Global Asset Management (Asia) Limited, which are separate, but affiliated corporate
entities. ® / Registered trademark(s) of Royal Bank of Canada and BlueBay Asset Management (Services) Ltd. Used under licence. BlueBay Funds Management
Company S.A,, registered office 4, Boulevard Royal L-2449 Luxembourg, company registered in Luxembourg number B88445. RBC Global Asset Management (UK)
Limited, registered office 100 Bishopsgate, London EC2N 4AA, registered in England and Wales number 03647343. All rights reserved.

Published January 2026

RE/0331/01/26

RBC BlueBay
Asset Management
RBC



