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Chances are, when you’ve read about artificial intelligence (Al), the article included a
reference to ‘tokens.” As more companies (and consumers) begin using Al
capabilities, they’ll begin to be charged for the services in the form of these token
things.

But what are they, exactly?

A token is a unit of measurement in the Al industry, basically standing for an amount
of work. Whenever you ask an Al system like Claude or ChatGPT a question, the
model breaks the question down into smaller chunks of what might be called
‘deliberation’ or ‘analysis,” and each of these are tokens. All of your Al interactions
are measured by the tokens that are consumed—and users (companies, primarily) are
billed according to their overall token use. You can think of the Al work as paying a
human contractor by 15 minute increments of his/her time.

Tokens, in other words, are now functioning like utility meters or free-lance expenses
that pile up weekly or monthly on the cost side of the balance sheet. This is a
category of expense that did not exist on any company’s books three years ago, and
companies are beginning to set token budgets as a way to control the Al costs their
employees may be running up. Microsoft famously set controls in place when one
employee racked up $28,000 in token costs in a single week.

Just like hiring contractors, not all tokens have equal value. A token from the most
advanced frontier Al models will deliver better judgment than a token from a less
advanced model—and therefore their tokens cost more. However, most of the costs
of building these advanced models—which run in the billions of dollars—are
generally in the past by the time they are rolled out commercially, and some observers
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see a time when the models are functioning roughly equally to each other. That could
conceivably set off a token price war, which would be terrific for companies, but
terrible for the Al companies themselves. By some estimates, the Al providers of
agents need to generate $2 trillion in revenue per year to generate the returns needed
to justify their infrastructure and development expenses totaling $5 trillion.

What does this mean for you? Eventually, everybody will be increasing their Al
usage, and the service will morph from free to (at first) relatively cheap tokens for
consumers, increasingly expensive ones for corporations. Be prepared for a new
expense in your budget.

Source:
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If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased
advice to our clients.

Jeffrey Broadhurst
MBA, CFA, CFP
Broadhurst Financial Advisors, Inc.
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This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.

Our physical and mail address:
1911 West Point Pike
P.O. Box 301
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