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Welcome to Activate’'s Tech and Media Outlook 2019!

These are the major forces that will create growth opportunities and reshape companies and
Industries in the year ahead.

Each year, as part of Wall Street Journal D.Live, our team takes a deep dive into some of the most
important consumer trends, technology innovations, and industry dynamics to predict what's going to
happen next and what it will mean.

We are excited to share our fourth annual Outlook, and hope you will enjoy its many surprising and
unexpected perspectives. From the impact of smart cameras, to the explosive growth of sports gambling,
to the next wave of video gaming, we've uncovered key insights and future trends that will lead to
opportunities for tech and media companies. There's an extensive evaluation of the music business, a view
into the changing video landscape, and a perspective on the evolution of eCommerce. We also dive into the
profound changes underway in podcasting, tech-driven consumer financial services, and messaging.

As a firm, our work begins with the most important person in tech and media: The User. Understanding
how people consume tech and media experiences is the foundation of our thinking. You'll find extensive
analysis of consumers’ time, preferences, and habits across demographics, drawing on Activate’s
proprietary industry analysis and a large-scale consumer study that represents the U.S. population.

We know you'll find the results both provocative and useful, and look forward to a lively discussion.

Let's see where tech and media are headed!

The Activate Team
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We forecast that over the next four years, global Internet and
Media revenues will grow by approximately $340 Billion,
continuing to outpace GDP growth

CONSUMER INTERNET AND MEDIA REVENUES', GLOBAL, 2018E-2022E, USD

ACTITE. $345B $2.2T

CAGR 4.4%
Global GDP CAGR 3.5%

2018E 2022E

1. Consumer Internet and Media revenues include radio, recorded music, magazine publishing, newspaper publishing,
video games, filmed entertainment, book publishing, TV subscription and licensing fees, Internet access, digital
advertising, and traditional advertising on these platforms.

Sources: Activate analysis, Cowen and Company, eMarketer, GroupM, IBISWorld, International Federation of the

Phonographic Industry, International Monetary Fund, Magna Global, Newzoo, PricewaterhouseCoopers, Raymond James,

Warc, World Bank, ZenithOptimedia



Nearly 65% of all growth will come from end user spend (access,
content) vs. advertising

CONSUMER INTERNET AND MEDIA REVENUE GROWTH BY SEGMENT?, GLOBAL, 2018E-2022E, USD

ACTIVATE
FORECAST $122B S67B $2.2T

CAGR 2.3%
CAGR 5.1%

Paid content

Ad revenue

2018E 2022E

1. Consumer Internet and Media revenues include radio, recorded music, magazine publishing, newspaper publishing, video
games, filmed entertainment, book publishing, TV subscription and licensing fees, Internet access, digital advertising, and
traditional advertising on these platforms.

2. Includes fixed broadband, wireless, and mobile Internet access.

Sources: Activate analysis, Cowen and Company, eMarketer, GroupM, IBISWorld, International Federation of the

Phonographic Industry, International Monetary Fund, Magna Global, Newzoo, PricewaterhouseCoopers, Raymond James,

Warc, World Bank, ZenithOptimedia



CONSUMER

Subscription will be the primary revenue model, accounting for over
half of Internet and Media growth

CONSUMER INTERNET AND MEDIA REVENUE GROWTH BY REVENUE MODEL', GLOBAL, 2018E-2022E, USD

FORECAST $1228B $32B $2.2T

CAGR 2.4%

Single
transactions

Ad revenue

Subscription
revenue

2018E 2022E

1. Consumer Internet and Media revenues include radio, recorded music, magazine publishing, newspaper publishing, video
games, filmed entertainment, book publishing, TV subscription and licensing fees, Internet access, digital advertising, and
traditional advertising on these platforms.

Sources: Activate analysis, Cowen and Company, eMarketer, GroupM, IBISWorld, International Federation of the

Phonographic Industry, International Monetary Fund, Magna Global, Newzoo, PricewaterhouseCoopers, Raymond James,

Warc, World Bank, ZenithOptimedia
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Activate's analysis shows that multitasking leads to a 31-hour day
for the average American adult, 12 of which are spent consuming
tech and media

AVERAGE DAY BY ACTIVITY PER ADULT (AGE 18+)1, U.S., 2017, HOURS:MINUTES

SLEEP

12:07
MEDIA AND CONSUMER
TECH ACTIVITY

video, audio, messaging & social
media, gaming, other2

OTHER NON-WORK ACTIVITIES

cooking & housework,

personal & household care, leisure,
fitness, community & other activities,
eating & drinking

WORK &
WORK RELATED

1. Behaviors averaged over 7 days.

2. Other includes browsing websites, offline reading, cinema, out-of-home, etc.

Sources: Activate analysis, Activate 2016 Consumer Tech & Media Research Study (n=1,003), Comscore, eMarketer,

Fitbit, Gallup, Global Web Index, Interactive Advertising Bureau, National Sleep Foundation, Nielsen, Pew Research,

ResMed, U.S. Bureau of Labor Statistics 8



On average, video still captures the largest share of attention
of the daily 12 hours of tech and media consumption at 40%

DAILY MEDIA ATTENTION PER ADULT (AGE 18+)1, U.S., 2017, 15-MINUTE INTERVALS

A TYPICAL 12:07-HOUR MEDIA DAY: 48 X 15-MINUTE INTERVALS

0000000e
00000000
00000066
00000000
00000066
66666666

1. Behaviors averaged over 7 days.

2. Other includes browsing websites, offline reading, cinema, out-of-home, etc.

Sources: Activate analysis, Activate 2016 Consumer Tech & Media Research Study (n=1,003), Comscore, eMarketer,
Fitbit, Gallup, Global Web Index, Interactive Advertising Bureau, National Sleep Foundation, Nielsen, Pew Research,
ResMed, U.S. Bureau of Labor Statistics

VIDEO (i3

AUDIO

GAMING

MESSAGING &
SOCIAL MEDIA

%@ﬁﬁﬁ

OTHER?




By 2022, Americans will spend an additional 11 minutes with tech
and media daily

DAILY HOURS SPENT PER ADULT (AGE 18+)1, U.S., 2018E-2022E, HOURS:MINUTES

éSE%A/ET CAGR 0.4%

12:21 12:32

‘ OTHER?
@ Q MESSAGING &
SOCIAL MEDIA
GAMING
‘ AUDIO

VIDEO

0.9%

2018E 2022E

1. Behaviors averaged over 7 days.

2. Other includes browsing websites, offline reading, cinema, out-of-home, etc.

Sources: Activate analysis, Activate 2016 Consumer Tech & Media Research Study (n=1,003), Comscore,
eMarketer, Fitbit, Gallup, Global Web Index, Interactive Advertising Bureau, National Sleep Foundation, Nielsen,
Pew Research. ResMed. U.S. Bureau of Labor Statistics

10
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The age of the Smart Camera Is beginning—we see an explosion in

the number of Smart Cameras as they become an integral part of
people’s lives

VISUAL INTELLIGENCE SOFTWARE IS EXPLODING IN SOPHISTICATION

LARGE NUMBERS OF NETWORKED SMART CAMERAS WILL LEAD TO

DRAMATIC IMPROVEMENTS IN FUNCTIONALITY

« Transformational: facial recognition as universal ID, cashierless retail, emotional reading, intelligent cars,
at-home medical diagnoses, tailored education

* Incremental: intelligent home security, advanced targeted advertising, written foreign language
translation, fashion recommendations, digital product showrooming

EVEN PEOPLE WHO ARE CONCERNED ABOUT PRIVACY WANT SMART
CAMERAS IN THEIR LIVES

Source: Activate analysis

12



SMART CAMERAS

As a result of advanced functionality (visual intelligence, enhanced

sensors and networking), Smart Cameras will be central to people’s
lives and digital activities

UNTIL RECENTLY: NOW: SMART CAMERAS

SIMPLE CAMERAS The bridge between Al' and many powerful applications

- N )

a )

SELF DRIVING CARS? \ CASHIERLESS RETAIL J K AUTOMATED SECURITY J

4 ) 4 )
o )
4 )

— 1

X o

a4 )

1. Defined as narrow Al (convolutional neural networks) with current or close-to-current technical capabilities.
2. Requires LIDAR (Light Detection and Ranging), a surveying technology that is the foundation for self-driving cars.
Sources: Activate analysis, Ars Technica, Company sites




Cameras are becoming terrifyingly smart, enabling advanced
applications for both consumers and businesses

SMART CAMERA ROADMAP

BASIC FACIAL + OBJECT NETWORKED PREDICTIVE

RECOGNITION SMART CAMERAS SMART CAMERAS

« Are fully integrated into the

« Can identify and track basic objects ,
environment (e.g. homes,

and patterns, and learn to recognize * Can identify and track specific neighborhoods, cars) and can
DIFFERENTIATING subtle image differences objects and individuals tragk across devices
FUNCTIONALITY - Can realize that there is a face in a « Can identify most or all emotions . C K dicti d
photo, but not necessarily tie it to an through facial expressions akn make pre tl1c lons arll
individual take action with minima

human intervention

+ Advanced photography improvement - Seamless and keyless camera-

(e.g. subject identification', image based security for homes, cars, and
stabilization, Smart HDR) devices (e.g. I¥ace ID?) ' ' * Predictive prevention of

* Foreign language translation and  Cashierless retail (e.g. Amazon Go, traffic accidents

landmark identification Standard Market) * Medical diagnosis assistance
APPLICATIONS ' ’:‘uq'?ffptedé?a.!('“l" SIUCh as IPs}agram » Advanced social reading for use in for doctors and patients
ace filters, digital placement o social networks, therapy, etc. * Tailored education programs,

furniture, etc.

« Early-stage business applications
such as medical image reading, crop
management, etc.

informed by expressions and

* Improved media recommendations
test scores

and advanced targeted advertising
* Improved loT devices / smart homes

1. Such as portrait mode on iPhones.
2. Also uses several other technologies such as a dot projector.
Sources: Activate analysis, Ad Age, Ars Technica, Company sites, Computerworld, New York Times 14



The growth of Smart Cameras will follow the widespread adoption
of Smart Speakers, making the intelligent network in the home

more useful across more activities

2014 2015 2016
a

a blink

ring a 2 O portal O

blink
OUTDOOR T
a (LITTLE FISH) f portal
ALIGENIE 2.0 '

VIDEO i
INDOOR 1 rin VIDEO
DOORBELL 9 DOORBELL O °
I )
| —
CAM PAN

QROBOT (2ND GEN)
SMART CAMERAS SR TR _
a - SMART SPEAKERS AND CAMERAS—SMART HUBS
SMART SPEAKERS H ', a LITTLE FISH VST
HomePOd MINI BEANQ LIGHTHOUSE

a .

a 3 GOoGLEs
HOME HUB
MAX a

O SONOS

. HELLO

iDOORBELL
LINGLONG O O
DINGDONG GENIEXT Bz TINGTING SENGLED

Note: Positioning represents year of either product announcement or launch date. List of devices is representative, not exhaustive.

1. Motion detection became available early 2015.

2. Connects with existing Nest Cameras. Works with Google Assistant as of April 2018.

3. The Nest and Google Hub are marketed as a bundle on the Google Home Hub website.

Sources: Activate analysis, Company press releases, Digital Trends, Engadget, TechCrunch 15



The intelligent network in the home is just the starting point for

Smart Cameras

Home Entrance ng".mms dat Baby's Room
 Keyless entry yle recommendations - Smart remote baby
* Notification when family members * Smart home controller monitoring

are home
* Secure drop-offs

* Secure entry for maintenance
workers

Home Gym
* Digital personal trainer
(e.g. corrects form)

>

Living Room Kitchen Garage
* Early emergency detection (e.g. fire, water leak) * Early emergency detection (e.g. gas leak) * Smart home controller
* Video feeds with friends and family « Cooking recommendations * Monitoring car in garage

* Intercom system
* Smart home hub

Sources: Activate analysis, Company sites

16



We see Smart Cameras extending beyond just the home to play a
central role in people’s lives

% ALREADY USING TODAY?

PERSONALIZED LIFE

Cameras that take significantly
better photos, recommend style
choices, act as personal trainers,
recognize friends and
expressions

35-40% ——e@

SEAMLESS SECURITY

Intelligent security that is
ubiquitous, easier to use than
passwords, can identify friends
and family, and enables more
secure entry for others (e.qg.
delivery drivers)

AMAZON ECHO LOOK

9 LIGHTHOUSE SECURITY CAMERA

DIGITAL GUIDES

Frictionless travel with live text
translations, landmark
identification, and indoor/outdoor
directions based on camera
recognizing location

15-20%

GOOGLE TRANSLATE

IMPROVED DISCOVERY

Media recommendations based
on facial reactions, ads with
improved targeting and
relevance, and digital product
showrooming

IKEA PLACE

1. % Adult population as identified by use cases.

2. Includes applications identified that cannot be tested in primary research

Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=4,000), Ars Technica,
Company sites, Engadget
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Smart Cameras will begin to realize their potential when they form
networks with other Smart Cameras

The Network

Neighborhood (Today)

* Networked neighborhood security—see
through your neighbors’ security cameras
as well:

Cars (Likely Future)

* Networked series of car cameras, including
front, rear, dash, and 360 views—will function
similar to a supercharged version of Waze:

Use Cases

* Automatically identify suspicious

individuals/scammers

* Track individuals in neighborhood, for things

such as missing persons or pets

* Avoid any collisions while parking or backing up

 Use intelligent cruise control and automate
accident avoidance

« Warn of dangerous conditions (e.g. warn of an
erratic driver ahead)

Note: Neighborhood photo is from Vivint Streety.
Sources: Activate analysis, Company sites, Fortune

18



The next generation of Smart Cameras will enable extensive
enterprise use cases

EXAMPLES OF ENTERPRISE APPLICATIONS

AUTOMATED MONITORING AUTOMATED FRAUD DETECTION /
EXPERTISE SYSTEMS PROCESSING ENHANCED RETAIL QUALITY CONTROL

* Processing of images via « Camera systems will * Robots increase * Advertisers will be able to * Intelligent cameras will
Al has started to equal monitor for both sudden efficiency and identify customers via also prove powerful in
that of experts, especially issues (e.g. fire) and for organization in facial recognition (e.g. combating fraud through
in the medical field (e.g. more gradual changes warehouses/factories— CaliBurger), guide them capabilities such as
medical imaging applied (e.g. crop health) Amazon already uses inside the store, and signature identification
to retinal diseases) - Security systems will ~120,000 robots in target them individually - Quality control will also

* This will lower the cost of recognize strangers vs. fulfillment centers as of with promotions be improved (e.g.
imaging procedures, employees 2017 * Cashierless retail, able to recognizing flaws in a
increasing access to - Satellite photos will track customers and manufactured product)
preventative care automate claims and determine which items

identify fraud they take!

1. Amazon Go uses pressure sensors (and other sensors) in addition to cameras.
Sources: Activate analysis, Ars Technica, DeepMind, Engadget, Nature Medicine, NBC News, New York Times, Nvidia,
Reuters, Stateof.ai.2018, The Verge, Vision-Systems

19



Government applications for Smart Cameras will add advanced

intelligence and service capabilities to existing infrastructure

EXAMPLES OF GOVERNMENT APPLICATIONS

CUSTOMIZED POLICE
EDUCATION FORENSICS

TRAFFIC MILITARY PUBLIC
CONTROL ADVANCEMENTS SURVEILLANCE

* Smart cameras will scan * More automated * Traffic control via * Identification of enemy Public surveillance will
and read books aloud to processing and use of automation will help forces or likely IEDs will increase safety,
children video footage will aid in avoid accidents save the lives of soldiers particularly in higher-

investigations - Traffic control will also and civilians crime areas
* Expertise in areas such help reduce traffic and * Improved identification

as fire patterns or identify violations or will also limit collateral

bloodstain pattern dangerous driving damage in war zones

analysis will also be
automated, making
forensic evidence
interpretation more
consistent

Sources: Activate analysis, Ars Technica, NBC News, Nvidia, The Verge, Vision-Systems

20



Will concerns about privacy stunt the growth of Smart Cameras?

INSTALLED CCTV SURVEILLANCE CAMERAS,
CHINA, 2018-2021E, MILLIONS OF CAMERAS CHINESE SURVEILLANCE USE CASES!

570

LLVISION TECHNOLOGY? ccTv DOVE DRONES?
 Scanning of public places to identify those marked as criminals
for arrest
Use Cases o o ] o
Drivi * Identifying those committing petty crime or traffic violations and
"V"?g — either fining or shaming them
Adoption * Tracking behavior generally for “Social Credit System,’ a system
designed to digitally rank all citizens
* Facial recognition software (via convolutional neural network Al)
Enabling * Large datasets of photos to check against—mandated photo
Factors sessions with multiple expressions
* Mass installation of public cameras
2018 2021E P

1.China is not unique in using facial recognition. Germany has also piloted facial recognition surveillance programs,
as have the UK, the U.S,, and others.
2.Overstated capabilities. Takes several seconds of stationary target to identify, issues with false positives, and inability to
search for many people simultaneously as of publication.
3.Has not seen widespread use, and suffers from similar issues of false positives and simultaneous searches as above.
Sources: Activate analysis, The Atlantic, BBC, Business Insider, The Economist, Financial Times, Independent, New York Times 21



The paradox is that people who indicate that they care the most
about privacy are also the most likely to own a Smart Camera;
for those consumers, functionality is more important than privacy

OWNERSHIP OF AN AT-HOME SMART CAMERA DEVICE, U.S,, 2018, % ADULT POPULATION

r
1
1
[ ]
1
1
[ ]
1
1
[ ]
1
1

35% of those who care the most about
digital privacy own a home smart camera

35%

vs. 5% for those who care the least

POPULATION SEGMENTS
RANKED BY INCREASING
CONCERN OVER PRIVACY?

1. Measured by identification of privacy/security conscious behaviors, such as use of two-factor authentication,
changing passwords at least every 6 months, use of a VPN, etc.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=4,000)

22



SMART CAMERAS

Our research shows that 18% of US consumers already own a
smart camera device (in addition to their mobile phone)

SHARE OF SMART CAMERA OWNERS, (EXCLUDING SMART CAMERA INSTALL BASE BY MODEL
MOBILE), U.S., 2018, % ADULT POPULATION (EXCLUDING MOBILE), U.S., 2018, % DEVICES!

OTHER?

~ LIGHTHOUSE
—

“#* pelkin

NON-OWNERS OWNERS
82% 18%

1. Figures will not sum to 100% because of rounding.
2. Includes drones with cameras, and other less common smart security cameras.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (Left: n=4,000; Right: n=704) 23



We forecast that the average American household will own nearly
13 Smart Cameras by 2022—driven largely by cars and at-home

Smart Cameras

CONSUMER DIGITAL CAMERAS, U.S., 2017-2022E, SELECT SMART CAMERA PENETRATION!?, U.S., 2017-2022E,

% TOTAL POPULATION

AVERAGE # DEVICES PER HOUSEHOLD

ACTIVATE ACTIVATE
FORECAST FORECAST
Cars with
- 5 »_  Smart Cameras

o .
60% : Includes rear cameras
(mandated in new cars as of
:  2018), dash cameras, front
: cruise control, and 360 cameras :

Security/At-Home
Smart Cameras

Security/At-Home
: Cameras
Cars with Cameras?

: Average of 6-7 for adopters
: (outdoor entrance, outdoor :

.
-
.
.
"

Smartphones3 30% security cameras, baby
mlz)_nl}]ormg, living roor)n,
itchen, garage, etc.
Tablets3s =~ N NN & 2 2 S e e
PCs

Percent Adoption by Total Population

Dedicated Cameras

Aroneareres o N
All Others4 0%

2017 2022E 2017 2018E 2019E 2020E 2021E 2022E

1. Software can be updated to make any digital camera a Smart Camera.

2. Dash cams, rear cameras, front cameras (automated cruise control), and 360-camera systems all are considered.

3. Counts as one, regardless of # of cameras in device.

4. Includes drones with cameras, future smart watches with cameras, camcorders, and AR headsets.

Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=4,000), 24/7 WallStreet, AYTM, BIA Kelsey,

Company filings, Company sites, Consumer Technology Industry Reports, Counterpoint Research, eMarketer, GoodCarBadCar,

PCMag, Pew Research, ResearchinChina, ScientiaMobile, Statista, TechCrunch, Terapeak, U.S. Census Bureau 24



Smart Cameras will be a funnel to capture consumer data
for platforms

DATA INTEGRATED CAMERAS
(PHOTOS/VIDEOS) (MOBILE/PC) AL SERVICES

Social and Selfies

Surveillance and
Security

Cameras are
already baked into
the most common
consumer
computing devices.
The importance of
cameras as a tool

_ for consumer

Travel and Translation engagement will
only grow—the data
they capture will be
a major competitive
advantage.

Navigation

Engagement with
Media

STANDALONE CAMERAS +
SMART HUBS

Sources: Activate analysis, Company sites 25



The largest tech platforms are well-positioned to win in Smart

Cameras by leveraging their expertise in data

» 0 & Higher engagement
SX¥  and more users

More users come for the
improved or new product

Existing users engage more as
the product becomes more
useful

'lﬁ\‘._o_l Better products
w for users

N1 74

Improved algorithms lead to
better products

Products are difficult to copy
without access to large datasets

1. Machine learning in the form of convolutional neural networks (visual intelligence).
Source: Activate analysis

Al
Company-

Centric
Strategy

S® Microsoft

More data Ig%
and greater profits

User and engagement growth
generates more data

User growth results in higher
revenues from ads, subscriptions,
and other monetization models

Improved algorithms!
and top-tier talent e

Machine learning depends on
large volumes of good data

New use cases based on
accumulated consumer data

Improved Al talent acquisition by
successful players

26



SMART CAMERAS

Each of the major platforms is ursum?l multiple initiatives to
Integrate Smart Cameras into their tech stacks and consumer
offerings

OTHER PRODUCTS SOFTWARE DEVELOPMENT VISUAL AIAS A

AT-HOME CAMERA PRODUCTS WITH CAMERAS DEDICATED Al CHIP? KITS (SDKS) SERVICE3

iPhone, Macbook, iPad A12 Bionic Chip Core ML 2, Vision

‘ (But allows for some integration via
HomekKit)

Nest, Google Clips, Pixel Phone, Android, ML Kit, AutoML

TPU (Cloud), Edge TPU

Pingtou Ge in September
2018

Q Google Home Hub Chromebook O O Vision 0
i 2
| H Windows Laptops/ Computer Vision
- Tablets, HoloLens, DJI
H M IC rOSOﬁ: Drones (partnership) Al Face
Portal and Portal Plus - Rumored AR Studio -
(Technically no, but controls significant
smartphone attention)
News broke on .
Echo Devices, Ring, Bink, development of an Al EIXU\?SSDD K lens +
and Cloud Cam chip for Alexa devices Vo Ueeplens
; Motion Sensor
in February 2018 :
Led a $50M pre-A
d investment in Image
Qrobot - roun -
(Technically no, but controls significant %"%j al:\s:[l'%%t}r;;ology Recognition
smartphone attention) 9
L Announced two types of EZDL Custom
Little Fish, Little Fish VS1 P I
O : ish, L1 ' O O Kunlun chip in July 2018 O F\[Tégggnition
Announced development
AliGenie 2.0 - of own Al chip through Cloud SDK

1. Qualcomm, Huawei, Nvidia, ARM, Intel, and IBM have all also built Al chips. 2. Microsoft in general is pursuing more of a
strategy around FPGAs. 3. Allows companies with limited visual Al expertise to upload data and have a cloud platform create a
custom machine learning model.

Sources: Activate analysis, Ars Technica, Bloomberg, China Money Network, CNBC, Company sites, The Information, Technology
Review, Tencent, “The State of Artificial Intelligence in 2018," VentureBeat, Wired
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We forecast that eCommerce will grow faster than physical retail
to reach $6T globally by 2022

RETAIL SALES PROJECTIONS BY CHANNEL', GLOBAL, 2018E-2022E, TRILLIONS

ACTIVATE
FORECAST

CAGR 2%
CAGR 20%

eCommerce

CAGR 5%

Physical Retall

2018E 2022E

eCommerce Share ) o
of Retail Sales 12% 20%

1. Excluding travel and tickets.
Sources: Activate analysis, Ecommerce Foundation, eMarketer, Euromonitor International, Raymond James, U.S. Census Bureau
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2019 will be the inflection year as eCommerce growth dollars will
begin to surpass physical for the first time

RETAIL SALES YOY GROWTH BY CHANNEL', GLOBAL, 2019E-2022E, TRILLIONS USD

ACTIVATE

FORECAST

eCommerce

Physical Retail

2019E

INFLECTION YEAR

1. Excluding travel and tickets. YoY growth measured for year listed against prior year (e.g. 2019E is est. growth from 2018-2019).
Sources: Activate analysis, Ecommerce Foundation, eMarketer, Euromonitor International, Raymond James, U.S. Census Bureau
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The top 20 eCommerce companies account for nearly 70% of online
global transaction volume

ONLINE GMV (GROSS MERCHANDISE VOLUME)', GLOBAL, 2017, % TOTAL GMV

2017 ONLINE GLOBAL GMV = $2.3T

X8 THALLCOM
£2

- DT B

suning.com PINDUODUO

RE R RO ERE
31%

YIHAODIAN

1. Figures will not sum to 100% because of rounding.
2. Each ~1%.

3. Each<1%.
Sources: Activate analysis, Company financials, Company sites, Digital Commerce 360, EcomCrew, eMarketer, GeekWire,

Internet Retailer, iResearchChina, Nasdaq



Marketplaces will continue to generate the majority of sales
for the top 20 eCommerce companies

ONLINE GMV (GROSS MERCHANDISE VOLUME), GLOBAL, 2017, % TOP 20 ECOMMERCE COMPANIES

GLOBAL TOP 20 ECOMMERCE COMPANIES GMV = $1.6T

ONLINE MARKETPLACES

Enable millions of sellers, creating a

RETAIL MARKETPLACES broad product selection for customers

17% 83%

DIRECT SALES THIRD-PARTY SELLERS
Increase pricing transparency

Provide one-stop shop experience

Sources: Activate analysis, Company financials, Company sites, Digital Commerce 360, EcomCrew, eMarketer, GeekWire,
Internet Retailer, iResearchChina, Nasdaq 32



Product categories that require less consideration before
purchase have already reached high online penetration—

Grocery and Beauty are the current battlegrounds, followed

by Auto, Jewelry and Furniture

PRODUCT CATEGORY SEGMENTATION MATRIX

A
High
FUTURE ECOMMERCE Auﬁm
BATTLEGROUNDS 4%
=
. FURNITURE
O 15%
() JEWELRY
£ 18%
|_
> o
& T
o 20%
K =5
? n BEEEAFJTY;&
o)) CONSUMER | PERSONAL CARE S
E MEDIA 10% 26%
5 69% b
> -
< TOYS & GAMES CURRENT
52% ECOMMERCE BATTLEGROUNDS:
Low online penetration
ﬁ despite low product complexity
GROCERY o 2017 share of online retail
3% ° sales in product category
Low
Consumer Out-of-Pocket Spend per Purchase >
Low High

Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=1,948), Bloomberg, Company press
releases, Company sites, Coresight Research, eMarketer, Euromonitor International, Hexa Research, IBISWorld, Institute of
Grocery Distribution, Kantar Retail, NPD Group, Packaged Facts, PricewaterhouseCoopers, Progressive Grocer, Statista,
U.S. Census Bureau, Willard Bishop



Grocery and Beauty/Personal Care will be the battlegrounds as
they have the potential for over $30B in online expansion

ONLINE GROCERY SALES PROJECTIONS, ONLINE BEAUTY AND PERSONAL CARE SALES PROJECTIONS,
U.S., 2018E-2022E, BILLIONS USD U.S., 2018E-2022E, BILLIONS USD
ACTIVATE
FORECAST CAGR ACTIVATE
20%
$48B
A

GROWTH
ACCELERATORS

* Tech for more

GROWTH
ACCELERATORS

immersive shoppin
« Convenient, fast, $23B CAGR ! Isiv PPING
p experience
and accurate 15% . :
delivery S17B * Wider selection
_ (e.g. access to

* Quality products 4 niche products)

(e.g. fresh) S10B

« Efficient
replenishment /
subscription models

« Competitive and
transparent prices

2018E 2022E 2018E 2022E
EST. ECOMMERCE
SALESINPRODUCT 3% 5% 1% 16%

CATEGORY

Sources: Activate analysis, Bloomberg, eMarketer, Euromonitor International, IBISWorld, Institute of Grocery
Distribution, Kantar Retail, Willard Bishop 34



Recognizing the potential of Grocery, retailers are launching
Initiatives to accelerate online growth

ECOMMERCE ADOPTION FORECAST VS. 2017 OFFLINE

RETAIL SALES BY PRODUCT CATEGORY, U.S.

OMNICHANNEL INITIATIVES FROM GROCERY
RETAILERS, U.S., 2017 AND 2018

51,2008 2017 share of online retail OMNICHANNEL SERVICES AT SELECT GROCERY RETAILERS,
49 sales in product category U.S., 2017 VS. 2018, % RETAILERS
& PARTS M 2017 [ 2018
Shopping Apps
_ Buy Online /
] ] Pick Up in Store
While adoption of grocery .
3% ill be slower, there are Home D bty
i $800B cRoceRy wI S ! ird Party
= still large offline revenues Curbside Delivery
w to capture
= Store-Supported
.S Home Bglivery
(]
(a's
=
= EXAMPLE INITIATIVES
o
~ $400B
o 0 . .
Q AgFgR/&E:L acquired partnership with partnership
& SHOES with
to provide self-driving cars that
o transport customers fo stores to
15% pick up online orders
FURNITURE to offer same- to build automated
10% day delivery to : : fulfillment
() o 26% customers . Walmart is als"o launching the _warehouses for
B o s 52% 69% gk Delvey pletprogramn | mproved cever
0 CARE 600DS E%,SE% COMEBMERJ workforce fulfills online ordergs
Slow Projected Speed Of Adoption Fast

Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=4,000), Bloomberg, Company press
releases, Company sites, Coresight Research, eMarketer, Euromonitor International, Hexa Research, IBISWorld, Institute
of Grocery Distribution, Kantar Retail, NPD Group, Packaged Facts, PricewaterhouseCoopers, Progressive Grocer, Statista,

U.S. Census Bureau, Willard Bishop




The major eCommerce companies are enhancing their shopper
experiences while reducing customer pain points

"M APPAREL & SHOES

AUTOMOTIVE

=

= FURNITURE

JEWELRY

O

Amazon Prime Wardrobe

Permits customers to order items
and try for one week without
payment

X I8 THALL.COM

Super Test-Drive Center

Mobile app enables users to pick up
a vehicle from an unstaffed
automotive vending machine, and
take free test drives

Augmented Reality Experience

Allows shoppers to project online
furniture onto their physical space to
visualize and test products prior to
purchase

eBay Authenticate

Offers third-party authentication
program to engender consumer
confidence

Sizing Assistant

Provides size recommendations
based on prior purchases of the
shopper and other similar customers

eBay Motors

Provides interactive schematics and
virtual garage feature to match
customers with correct auto parts
and accessories tailored to their
vehicle

Handy Partnership

Creates a one-stop shop for
customers by enabling them to
purchase and coordinate
professional assembly and
installation services

X I8 THALL.COM

Luxury Pavilion

Elevates the shopping experience
with an invite-only platform for luxury
goods, offering exclusive promotions
and events, door-to-door returns, and
early access to new items

®» zalando

Shop the Look

Enables customers to directly shop
complete modeled outfits on product
description pages

Accelerate

Empowers car buyers to personalize
the terms of purchase (e.g. securing
financing, calculating trade-in offers
and monthly payments)

Scout

Uses machine learning-powered
visual browsing tool to recommend
products to customers

TRUE @ FACET

Evaluation Services

Provides expert-level authentication
and leverages proprietary algorithms
to set fair and transparent prices for
customers

Sources: Activate analysis, CNBC, Company press releases, Company sites, Digiday
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Our research indicates that consumers will buy more online with
retailers that make the shopping experience easier and minimize

the shopper's risk

FACTORS THAT WOULD ENCOURAGE CONSUMERS TO BUY MORE ONLINE, U.S., 2018, %

Free and fast shippin
(e.g. next-day shipping

Improvement of seamless and

risk-free online shopping will
accelerate eCommerce growth

Easy and free return policy
(e.g. long return window)

Quality customer service
(e.g. 24/7 availability, fast response time)

Brand reputation
(e.g. trustworthy, established)

~ Risk-free trial period with product
. (e.g. no payment until decide to purchase)

Ability to buy online and
pick up in person

Product reviews

Access to product experts

1. Based on respondents who indicated that they buy at least one product category primarily in physical stores.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=3,672) 37



There will be considerable customer interest in purchasing from
Direct-to-Consumer (D2C) brands, driven by the perception of
reasonable prices and higher-quality products

REASONS CONSUMERS ARE INTERESTED IN, OR PURCHASING WITH, D2C BRANDS, U.S., 2018, % SHOPPERS!

EXAMPLES

73% cite :
PRICE Lower-Cost Shopping:
By cutting out the intermediaries, D2C brands

as a reason to shop are able to offer customers better pricing

with D2Cs :
PRIVE

REVAUX

BAUBLEBAR

72% cite Simplified Decision Making:
D2C brands reduce customers’ perception of
PRODUCT product complexity through specialization—
as a reason to shop high-quality, focused offerings with fewer
with D2Cs options lower the time and effort consumers
need to research

goop

0000
O

DO O

1. Based on respondents who indicated that they purchase or are interested in purchasing from select D2C brands.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=2,035), Company press
releases, Company sites 38



Customer acquisition will be one of the primary challenges for
native-to-digital D2C companies

AWARENESS VS. PURCHASING INTENT FOR SELECT D2C BRANDS, U.S., 2018, % ADULT POPULATION

% Interested or Purchasing

B % Aware

81%
33%
54%
25% .
. While many consumers
HARRY’S . 52% are aware of D2C
21% companies, significant
49% efforts will be required
Casper 21% to convert them into
purchasing customers
32%
15%
30%
BONOBOS -
29%
14%
® 28%
MADISONREED —
. 25%
Glossier. 13%
22%
STANCE & -

39

Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=4,000)



Both D2C brands and large eCommerce companies will continue
to expand to physical stores

EXAMPLE DIGITAL-NATIVE D2C BRANDS' EXPANDING INTO EXAMPLE DIGITAL-NATIVE D2C BRANDS OPENING FIRST

PERMANENT BRICK AND MORTAR, GLOBAL, 2018, # STORES? PERMANENT BRICK AND MORTAR LOCATION IN 20182

APPAREL, SHOES, AND ACCESSORIES

~ FABLETICS

CARBONS8 AY R

INDOCHINO

( Amazon is testing\ allbm.dg ADORE ME

brick and mortar via

different MzUndies

experiential stores:

INTERIOR
DEFINE

BEAUTY FURNITURE

amazon POP-UP

Casper

" cotopaxi k amazon books J
EVERLANE JEWELRY GROCERY
B Apparel, Shoes, and Accessories M E J U R I
B Furmiture
B Beauty

1. D2C brands that opened their first permanent brick and mortar location prior to 2018.

2. Number of permanent stores that either already opened in or were announced to open in 2018.

Sources: Activate analysis, Architectural Digest, BevNET, Business Insider, Business of Fashion, Business Wire, Chain Store Age,
CNBC, Company press releases, Company sites, Company social media accounts, Fast Company, Footwear News, Forbes,

Furniture Today, Hollywood Reporter, Nasdaq, Refinery29, Retail Dive, Wall Street Journal, Women’s Wear Daily 40



Going forward, we believe that many D2C brands will build
partnerships with larger companies, or be acquired by them

EXAMPLE DIGITAL-NATIVE D2C MERGERS AND ACQUISITIONS EXAMPLE DIGITAL-NATIVE D2C STRATEGIC PARTNERSHIPS
D2C Brand Acquirer? D2C Brand SENNEGE

APPAREL, SHOES, AND ACCESSORIES APPAREL, SHOES, AND ACCESSORIES

OOlukai (Q *»Mocys

bOOhOD ) AMERICAN EAGLE
PRIVE REVAUX

/mquﬁb > DSW  NORDSTROM
>

Reformation O NORDSTROM

BEAUTY AND PERSONAL CARE

BEAUTY AND PERSONAL CARE

> o
> 9 HARRY'S  © Li8N51:
>

J.CREW NORDSTROM

>

FURNITURE KOPARI Q) jfecpesps ANTHROPOLOGIE
TUFT&NEEDIE ()

FURNITURE

GROCERY O

D GROCERY

JEWELRY AND ACCESSORIES D
MVMTN O soylent ()]

1. All companies in this column are acquirers, with the exception of Serta Simmons Bedding, which merged with Tuft & Needle.
Sources: Activate analysis, BBC, CNBC, Company press releases, Company sites, Forbes 41
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http://www.activate.com

Sports betting will be an explosive new growth business for tech
and media companies—driving new user experiences and tapping
Into new revenue streams

PLAYER STATS

BROUGHT TO YOU BY

Who scores next 3 pointer?

$75 $100 $200

$5 PLACE BET
Gl D =




SPORTS BETTING

Technology will transform sports betting into a highly interactive
and data-driven user experience

EXAMPLE DATA INPUT PROVIDERS

REAL-TIME STATS BASED
ON ODDS, WEATHER, AND LINEUP
CHANGES

BIOMETRIC DATA
(E.G. SENSORS ON GAME
EQUIPMENT AND JERSEYS)

AUGMENTED LIVE
SPORTS VIDEO
(E.G. DATA OVERLAYS)

AI-ENABLED PREDICTIONS

SECOND SPECTRUM

UNANIMOUS AL

Sources: Activate analysis, Company sites, SportTechie, Washington Post 44



Not sur|l)‘r_isingly, sports betting will increase overall sports
Ip

viewers

IMPACT OF WAGERING ON VIEWERSHIP BY VIEWER TYPE, U.S., 2018, % VIEWERS & NON-VIEWERS

EXISTING VIEWERS NEW VIEWERS

yA R

will increase
62%

VAYA

Other would watch more

sports content if they
had money wagered
onh a game

17%
will increase
significantly

38% of existing sports viewers
would watch more if they had
money wagered on a game

1. Almost entirely no change in viewership.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (Left: n=2,827; Right: n=1,173)



Social betting will drive engagement for a substantial group of
sports viewers

EXAMPLE SOCIAL BETTING TYPES EXAMPLE COMPANIES

WAGERING WILL
ENHANCE THE
SOCIAL VALUE OF
LIVE SPORTS

39%
of sports viewers
watch sports
primarily as
a social activity

34%
of sports bettors
enjoy betting
becauseitis a
social activity!?

1. PEER-TO-PEER BETTING
* Decentralizes user-to-user betting
* Allows players to set odds and conditions
» Offers lower fees than those of sportsbooks
* Cryptocurrency-operated

W

2. GROUP BETTING
¢ Allows users to collaborate on bets

* Allows zero-sum betting among friends through
head-to-head

* Provides option to bet non-monetary stakes
(e.g. a meal, coffee, beer)

3. EMBEDDED SOCIAL BETTING EXPERIENCE
* Provides in-platform betting

* Allows users to post and receive wagering tips
through social platforms

w
twitch

Expected companies

twitter

1. Sports bettors who say they enjoy sports betting because it is “competition between friends and colleagues”
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (n=2,827), Company sites, Statista




We expect that sports fans will be excited about new forms of
betting, enabled by technology and embedded into the sports
viewing experience

BEFORE LEGALIZATION AFTER LEGALIZATION

r A

* In-game

* Pre-game

- In-person * Online (mostly mobile)
¢ Outcome-based * Play-by-play bets

- Single bet per game * Hundreds of bets available

per game
. J
4 )
* Integrated, single-screen
* Multi-screen viewing
 Passive viewership * Interactive with on-demand
data related to betting
L Y,
é )
. Static * Dynamic

« Served ad hoc * On-demand

* Predictive, updated in

Based on past events real time

Sources: Activate analysis, SportTechie, William Hill company statements 47



Millennial and Gen Z consumers indicate strong interest in sports
betting, and in many cases are already betting

INTEREST IN SPORTS BETTING BY AGE GROUP, U.S., 2018, % ADULT POPULATION

M Already Betting'
B Interested in Sports Betting

18-24 25-34 35-44 45-54 55-64 65+

1. Respondents who report engaging in any legal or illegal wagering activities at least once per month.
Sources: Activate analysis, Activate 2018 Consumer Tech & Media Research Study (Left: n=1,702; Right: n=2,827) 48



We forecast that the total sports betting amount wagered will
reach ~$120B per year by 2022

TOTAL AMOUNT WAGERED, U.S., 2018E-2022E, BILLIONS USD
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THIS IS NOT THE PEAK

Legal sports betting in
the U.S. will likely be a
~$215B industry by
2025, because an
estimated 95% of the
U.S. betting economy
will be legal?2
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2018E 2019E 2020E 2021E 2022E

1. Projection assumes 69% legalization of the U.S. betting economy by 2022.
2. U.S. betting economy consists of the cumulative GDP in states that have legalized sports betting.
Sources: Activate analysis, Bureau of Economic Analysis, Eilers & Krejcik Gaming, Oxford Economics,

University of Nevada, Las Vegas
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Revenues from sports betting will exceed $24B by 2022

INDIRECT GAMING REVENUE
SPORTS BETTING REVENUE BY TYPE, U.S., 2018E-2022E, BILLIONS USD

LEAGUES/TEAMS

ACTIVATE
FORECAST

TECH COMPANIES
twitker

= MEDIA COMPANIES
ool & FS1 [l
=
REVENUE! 3 VENUES
ZNMSG
PAYMENT COMPANIES
VISA
DIRECT GAMING REVENUE
SPORTSBOOKS
DIRECT >
— GAMING =
REVENUE2 =

CASINOS
oy

MGM GRAND,

STATES3

2018E 2019E 2020E 2021E 2022E

1. Indirect revenue determined as a ratio of direct gaming revenue, and is comprised of media rights, advertising,
sponsorships, and data rights.

2. Direct gaming revenue is a share of total amount wagered and depends on odds and individual sports books.
The betting provider's revenue take ranges from 5-15% of total amount wagered.

3. State taxes are assessed as a share of the total amount wagered, a share of gross gaming revenue (ranges
from ~7-60% depending on the state and type of betting), and gaming licensing fees.

Sources: Activate analysis, Bureau of Economic Analysis, Eilers & Krejcik Gaming, Oxford Economics, Nielsen,

University of Nevada, Las Vegas



Sports betting will be a boon for a broad set of stakeholders across
tech, media, sports and financial services

INDIRECT REVENUE SOURCES: EXPECTED TO REACH $15B BY 2022

Sponsorships and | Value of Game

Example Companies Media Rights Advertising and Betting Data
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Sources: Activate analysis, Nielsen, SportTechie



Leagues and teams are moving quickly to capture their share
of the opportunity

SPORTS BETTING PARTNERSHIPS

LEAGUES

S~

Formulal

MGM is the first official gaming
partner of the NBA and will create
a branded digital content series

A recent $100M deal enables live
in-race betting, and sets the
stage for betting advertisements

i5ﬁ sp@rtradar

The FanDuel sportsbook will be the
official sports betting partner of the
NHL, which also has a marketing
and data deal with MGM

MLB forged a partnership with
Genius Sports, a gambling
data firm

TEAMS

Sources: Activate analysis, CB Insights, Crunchbase, Legal Sports Report, SportTechie

Clippers Court
Vision tracks live
basketball shot
probabilities

The William Hill sportsbook will
have a lounge in the Prudential
Center that supports mobile
betting

WinStar will advertise *

in AT&T Stadium, and A
sponsor the Cowboys’ wonztﬂ%
pregame show RESORT

MGM will be the official gaming
partner of the New York Jets

52



Overall, we see a dramatically expanded ecosystem driven by
sports betting

NEW BUSINESS OPPORTUNITIES WITHIN EXISTING ECOSYSTEM
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LEAGUES, TEAMS, AND
PUBLISHERS
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ESPORTS

gI

NEWS AND INFORMATION

MEDIA

FS1

twitter

PREDICTIONS AND ODDS

o
UNANTMOUS AL BEMIMN

1 LINEBACKER

NEW MEDIA

BREEST

G
N

BETTING EXPERIENCE

SPORTSBOOKS

CHURCHILL DOWNS

Ry

MGM GRAND.

MOBILE

& Betable

SOCIAL GAMING

twitter

ENABLING TECH

ACCOUNT MANAGEMENT/
AUTHENTICATION

bizGech
LIFIrRr

-v- ME TRIC
EvVacamMmiNnG

PAYMENTS/CRYPTO

NC

*
LIN<RN

UNIVERSAL
PAYMENTS.

ElAlipay @&Pay

DATA

b@tradar

{ ZEBRA

Sources: Activate analysis, American Gaming Association, CB Insights, Company sites, Crunchbase
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Data that emerges from legal wagering will power industries
outside of the sports betting ecosystem

CURRENT ELEMENTS OF CUSTOMER PROFILE NEW BUSINESS OPPORTUNITY

Primary and public records

e Demographic information
* Loan repayment history
¢ Bill payment habits

Wagering Data
* Betting patterns/frequency

: : e Wagering performance
Enterprise/consumer/social (i.e. indication of skill)

* Social media interactions ) _
' Risk

o Adherence to traffic rules * Risk appetites

¢ Shopping habits

EXAMPLE COMPANIES THAT COULD LEVERAGE WAGERING DATA:
FICO i LendingClub 7\ Adobe

Sources: Activate analysis, Company sites 54



What needs to happen for sports betting to achieve its full potential?

Passage of federal Incorporation of
regulation to permit interactive betting
interstate mobile features in live

gaming broadcasts

States adhering to
sufficiently low tax
rates to incentivize
companies to
participate

Market entry of Continued support
international players from spor