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will soon
be banks’ largest
addressable
consumer groups
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Demand for digital banking from young-
er consumers. Millennials and Gen Zers will
soon be banks’ largest addressable consum-
er groups: Millennials are estimated to be the
largest living generation in the US, number-
ing just shy of 83 million people, per US Cen-
sus data, and Gen Z isn't far behind at about
65 million. Both generations have grown up
expecting to conduct most of their interac-
tions and transactions via digital channels,
and banking is no exception. The highest ac-
count holder share (as a percent of total UK
digital-only bank account holders) in the UK
as of 2019 was among consumers ages 25-34
(28.3%) and 18-24 (22.6%), per eMarketer, with
this number dropping off to 3.2% among con-
sumers ages 65 and older. Similarly, in the US
25-34 year-olds constituted the highest share
of digital-only bank account holders as of
2019 (32.9%), tapering off to 4.1% among those
ages 65 and older. Moreover, these younger
age brackets will constitute an ever-higher
proportion of digital-only bank account hold-

KEY DRIVERS
OF THE TREND

O]

ers through the forecast period. Consequent-
ly, as more millennials and Gen Zers achieve
economic independence and open their own
bank accounts, we expect these generations
to drive further digital bank account growth.
This will especially be the case for neobanks,
as they are more popular with younger con-
sumers, per lpsos Mori data cited by Money
Saving Expert.

Growing use of digital banking under lock-
down. Foryears, banks have been closing their
branches at a growing pace. The pandem-
ic has accelerated this trend, as lockdown
medasures have made branch banking unvi-
able. As a result, digital banking has become
the only option for many people. We expect
that as more consumers try digital banking for
the first time, a significant proportion of them
will choose to stick with digital: Per J.D. Power,
25% of US consumers say they're going to use
mobile banking more often (with 20% saying
the same of online banking) as a direct result

< = >



of the pandemic. While some will stay with
their existing bank’s website and app, many
will explore other digital banking options to
find the best offers and perks. Therefore, we
expect the number of digital-only bank ac-
count holders to rise across the board.

Increasing willingness among consumers
of all ages to use digital-only banks as their
primary banks. Digital-only banks, and ne-
obanks in particular, have struggled to be-
come their users’ primary bank (i.e., the bank
into which a user’s salary is paid every month)
due to low brand awareness and a trust dis-
advantage compared with incumbents. In the
UK, for instance, many consumers are signing
up for digital-only bank accounts, but few-
er than half maintain an average balance of
more than £1,000 (USD 1,285) in them, per In-
teractive Investor. However, there are indica-
tions that the tide is turning: Per Ipsos Mori,
the top three banks consumers are likeliest
to recommend are either neobanks or di-
rect banks. Consumers may warm up further
as neobanks harness troves of usage and
spending data to improve their personal fi-
nance management (PFM) tools, which are
in high demand among younger users and
will act as a strong lure. Moreover, neobanks
are increasingly requiring users to have set
up paycheck or other recurring deposits into
their accounts to unlock the most attractive
perks, thereby elevating themselves to pri-
mary bank status.

10 | TRENDSFOR 21 AND BEYOND
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Digital-only banks are set to increase in pop-
ularity as digital-native generations become
their largest addressable audience and as
the pandemic forces digital banking hold-
outs into digital channels.

Digital-only bank account holder numbers and
penetration are both set on a clear upward tra-
jectory through the forecast period in the UK, US,
and Canada. The digital-only banks are forecast
to account for a significantly higher proportion of
the population over time, rising from 22.8% in 2020
to 36.1% in 2024 in the UK and from 8.9% to 17.8% in
the US, respectively.

FORECAST: DIGITAL-ONLY BANK
ACCOUNT HOLDERS AS PERCENTAGE
OF TOTAL POPULATION*

36.1%

2020 2021 2022 2023 2024

UK US

*Note: Individuals who hold at least one account at a deposit insurance
agency-backed, digital-only, full-service bank. Source: eMarketer, June 2020
Methodology: Estimates are based on the analysis of survey and traffic data from
research firms and regulatory agencies, historical trends, country-specyfic data,
and demographic and socioeconomics factors.
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DIGITAL-ONLY BANK ACCOUNT OPENINGS
US, 2020-2024

52.1%

2020 2021 2022 2023 2024

B bilions ] %change

Source: eMarketer, October 2020

In the US, the age brackets that dominate digi-
tal banking clientele now will more than double
within the next four years — US customers age 25-
34 will increase from 7.7 million people in 2020 to
16.6 million people in 2024, while customers age
35-44 will grow from 7.0 million to 14.0 million, re-
spectively. UK is following the same footsteps. By
2024, more than half of UK internet users under 45
will have an account at a digital-only bank, and
account holders ages 25-44 will make up just
over half of total digital-only bank users in the
country, making younger generations UK digi-
tal-only banks’ largest addressable audience.
As a result, the number of digital-only bank ac-
counts in the US is expected to grow by a whop-
ping 65% over the next four years, with most of
this growth (52.1%) coming in 2021.
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Fintech-backed BNPL (Buy Now Pay Lat-
er) solutions are fast gaining popularity as
astreamlined, flexible,and sometimes trans-
parent alternative to credit cards.

Credit cards can leave consumers on the hook for
payments and interest on a monthly basis, which
may be intimidating to those who are concerned
about accumulating debt. BNPL products offer
a financing option for an individual purchase, po-
tentially giving consumers more control of their
finances.

These solutions offer a number of benefits when
compared with credit cards, leading 37.65% of
US consumers to use one, per a July 2020 survey
from The Motley Fool.

39% of respondents use BNPL services to avoid
paying credit card interest. Many BNPL solutions
don't charge interest on a purchase — these
products generally charge late fees instead —
giving consumers a way to delay paying for
a purchase without potentially paying interest
on their credit card balance.

38% said they use BNPL services to make pur-
chases that wouldn’t otherwise fit in their
budgets. Credit cards offer this benefit as well,
but BNPL solutions that offer installment plans
that last for more than a month give consum-
ers a way to stretch out hefty purchases for
longer periods without accruing interest.

O]

Many respondents choose BNPL to avoid
credit checks and because they can’t get
acredit card. Some BNPL solutions don’t check
aconsumer’screditscore before offeringthem
financing, which should appeal to consumers
with lackluster credit scores and those who
don’t want to risk impacting their scores with
a credit check. BNPL providers do still consider
consumers’ creditworthiness—though many
are protective of their exact processes for
scoring credit—but they can be more lenient
and accessible since they’re only approving
consumers for a single transaction.

These factors may be particularly important
to Gen Zers and millennials because they're
BNPL providers’ core demographic. More than
half of Affirm’s consumers are Gen Zers or
millennials, CFO Michael Linford told Insider
Intelligence. Affirm believes its offerings reso-
nate with younger consumers because many
are skeptical of traditional credit cards in the
wake of the 2008 recession and high credit
card debt, and this appeal extends to other
BNPL providers as well.

BNPL has been experiencing massive growth.
Leading player Klarna saw app installs grow
ninefold from Q1 2019 to Q4 2019, while month-
ly engagement also quadrupled from June to
December 2019, for example, indicating deep-
ening adoption and engagement. BNPL solu-
tions grew on the backs of firms like Klarng,

< = >



The BNPL industry is set to surge globally
to over $680 billion in 2025 - up from

about $285 billion in 2018

Afterpay, and Affirm launching apps, entering
into high-profile retail partnerships, andinvest-
ing big in advertising and marketing. That has
created a vast landscape: Insider Intelligence
estimated the market was worth between $30
billion and $100 billion in 2019.

The pandemic has only accelerated that pop-
ularity, which is set to further shift consumer
payment habits and expand the BNPL sector
in the years to come. Almost 4 in 10 US adults
(37.7%) had used a BNPL product as of July
2020, per The Motley Fool. And as customers
begin to step up usage frequency, the online
industry is set to surge globally to over $680
billion in 2025—up from about $285 billion in
2018, per Kaleido Intelligence. This growth is
driven predominantly by accessibility: As mar-
ket leaders have moved into brick-and-mortar
commerce and ramped up partnership initia-
tives, and major payments players like PayPal
have added offerings for their multimillion user
base, customers have been given more intro-
ductions to the tech and more opportunities to
use it—especially as interest in e-commerce,

14 | TRENDSFOR 21 AND BEYOND

where BNPL is most common, grows. The tech
should also benefit from less access to cred-
it cards as lending standards tighten as well
as the same risk aversion that is temporarily
driving customers away from credit cards. US
adults cited avoiding interest and credit checks
as top reasons to use BNPL, per The Motley Fool.

ESTIMATED GLOBAL BNPL TRANSACTION VALUE

BILLIONS
$680
$440
] I
2018 2021 2025

Source: Kaleido Intelligence, 2020
Methodology: Data is form a Kaleido Intelligence data hub report produced using
primary and secondary research and data modeling.
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PROVIDERS US RESPONDENTS WOULD TRUST MOST TO PROVIDE THEM WITH BANKING SERVICES
Q WHICH OF THE FOLLOWING WOULD YOU TRUST MOST TO PROVIDE YOU WITH BANKING SERVICES? SELECT UP TO 3.

PayPal

My current primary bank or credit union
Visa

Amazon

Mastercard

Apple

American Express

Google

Discover

Another traditional bank or credit union 10.7%

Microsoft 6.3%
Facebook 4.6%
Another “digital only” bank 3.7%
Lyft 1.3%
Uber 0.9%
Other 0.7%

Fintechs and tech companies are well posi-
tioned to take over banks in leading the next
financial services digital revolution.

Younger generations of retail banking users do
not confine themselves to banks for their finan-
cial services. They trust fintechs and tech compa-
nies can serve them in digital equally well or even
better. In the survey of 2,055 US consumers Insid-
er Intelligence conducted in 2020, we found that
more respondents cited PayPal (43.1%) among
their most trusted providers than cited their pri-
mary bank (42.5%). Respondents’ top five most
trusted providers of banking services also includ-
ed Visa (34.1%), Amazon (25.1%), and Mastercard

43.1%
42.5%
34.1%
25.1%
20.9%
18.8%
16.4%
15.6%

Third-party sample: Respondents to the survey are digital banking users at the top 10
US banks, and resemble US demographics on the criteria of gender, age, and income.
Source: Business Insider Intelligence Banking Digital Trust Survey, Ql 2020, n=2,055

(20.9%). For traditional financial institutions, se-
curing trust among their customers will be key to
beat back encroachment from tech companies
and digital-only neobanks. Although neobanks
were selected by few as a most-trusted provider,
lbanks shouldn’t count them out — customers of
neobanks had very high digital trust ratings. For
instance, were neobank Varo eligible for inclusion
in this study, it would boast the second-highest
digital trust ranking compared with the top 10
banks (see the appendix for more detail). That
means it would be second highest in six key fac-
tors that influence consumer trust in banks’ digi-
tal services: security, privacy, reputation, reliabili-
ty, feature breadth, and ease of use.

< = >
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Michael Miebach
CEO of Mastercard

When the pandemic started in March 2020,
consumer spending dropped worldwide.
Everything was in lockdown and consumer be-
haviors quickly changed as a result. As people
were sitting at home, they didn’t have much of
a desire or even an option to go into a store.

A year later, we have a good sense of what
was a blip and what's a real trend:

Contactless payments have gone main-
stream in a big way. In the third quarter of
2020, contactless penetration represented
41% of in-person transactions globally versus
30% the year before. We view this as the tip-
ping point for global adoption. When we in-
troduced contactless in Australiqg, it took five
years to reach critical mass. The pandem-
ic has compressed this change elsewhere
to mere months. Certainly, convenience was
a factor, but a major catalyst for adoption
was the health aspect — people didn't want
to touch surfaces and didn’t want to handle
physical cash. Health concerns may subside
in future years, but contactless should remain
as a go-to way to pay.

Consumers are more often staying online.
The pandemic forced many people to try on-
line grocery and e-commerce for the first
time. They liked it, so they stuck with it. In fact,

O]

the Mastercard Economics Institute estimates
that e-commerce adoption jumped ahead
two years in 2020. We predict the market
share for e-commerce will remain elevated.
At the same time, people will want to go back
to supporting their local shops, too, as lock-
downs ease.

What does this all mean for the payments in-
dustry? lcansee astrongmove tocooperation
and a greater emphasis on strong partner-
ships among industry players. The emer-
gency of the pandemic caused some of these
shifts in thinking, but there’'s also a recogni-
tion that we can get more done if we devel-
op the same standards and work more close-
ly together. That's encouraging for consumers
and small businesses, because it provides
them with better services and more choices
as major payment operators work more with
fintechs, startups, and governments.

That choice is particularly important going
forward as people will want to have more
control over how they move their money.
The only way to support that need is by en-
abling those choices — not picking winners
and losers. That way, consumers can decide
whether to use concepts like open banking,
real-time payments, cryptocurrencies, or
a little of each one.

< = >
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Kamila Chytil

Former COOQO of
MoneyGram
International

The pandemic has fundamentally changed fi-
nancial services. It will be hard now for customers
to give up on convenience and personalization
that go with the digital experience.

MoneyGram has been transferring money around
the world for a long time. We have always serviced
immigrants who have left their home and would
like to send their money back. It was a very differ-
ent company when | joined it five years ago. Tradi-
tionally, we distributed our business through retail
locations. We had about 380,000 agent partners
in 200 countries around the world. So thatis actu-
ally three and a half times more locations than
McDonald'’s, Subway and Starbucks combined.
So our retail presence is very, very large. The rea-
son | bring this up is because when the pandemic
struck, our impact was very sharp, very significant
and very sudden. Thinking back to March 2020,
we saw d very large decline in our walk-in busi-
ness, which was representative of pretty much
everything else that's been happening in retail.

On the other side of the spectrum from our bread
and butter retail business, we saw a real explo-
sion in our direct to consumer digital business.
Our digital properties were actually growing at
very high double digits — high 60s and 70s - pri-
or to the pandemic, but the pandemic accelerat-
ed that growth to high triple digits. In fact, we an-
nounced our ninth consecutive month of triple

This is an edited excerpt from Kamila Chytill's stage interview at Business Insider Global Trends Festival in October 2020
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digit growth in October 2020. We peaked at 177%
around this time.

What has changed that sparked this growth?
What our investors and our consumers see
changed is clearly our interface. That new, fresh
face that MoneyGram has put up to the world.
But honestly, everything has changed. Most im-
portantly, the user experience has become
critical to the demographics that pick money
transfers. Just like the user experience is now
critical to the shoppers in the United States after
Amazon has redefined it for good.

The money transfer business has started to be all
about user experience and customer centric-
ity. Whether our customers are male or female,
younger or older, they are looking for disruption
in their financial services. So we're right there and
able to offer an app that really has the easiest
customer experience possible. We try to focus on
how fast customers can register. But it's real-
ly about how you personalize the experience to
them. Are you sending naotifications that are rel-
evant to you versus being relevant to somebody
else? Are we offering products that are interest-
ing to you? Are we telling you about the foreign
exchange changes in your country or are we tell-
ing you about fluctuations in currency that will be
beneficial to your send at this point in time? So you
need lots of personalization.

< = >
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CEO of Klarna

Sebastian Siemiatkowski

The business model at the heart of banking is
broken and has lost track of what matters the
most: the customer. At Klarna, we are designing
services for how consumers live their lives rath-
er than services that conform to the same old
traditional models. Banking and credit cards
are built on a system that wants consumers to
pay late. We want to change that, we need to
change that.

After the implications of the financial crisis in
2008, consumers have been moving from tra-
ditional forms of credit towards simpler, easier
payment options that better suit their lifestyles.
This major structural shift from credit to deb-
it has accelerated during the pandemic and
is especially pronounced among Gen Z and
millennials, who have lower adoption rates for
credit cards. Gen Z credit cardholders in the US
have an average of 1.5 credit cards compared
to the US average of 4 credit cards? across de-
mographics.

This fundamental change is growing at an
amazing pace, and the consumer appetite for
better and smarter ways to shop, pay, and bank
is huge. Younger generations may be leading
the way but consumer behavior and demands
are changing across demographics, driving en-
try into new retail sectors as more people gain
trust and confidence in the online marketplace.

O]

| don’t believe consumers will want to return to
how they used to shop and bank. The change
that came this last year is too great and trans-
formative to the customer experience.

We are now seeing the rise of the “smarter”
shoppers who no longer tolerate mediocre cus-
tomer experiences, are more mindful of man-
aging payments over time, and are increasingly
looking for innovative solutions that make their
lives easier. Looking forward, we see a tremen-
dous opportunity to continue to serve consum-
ers globally in new and better ways by enabling
them to shop, pay, and bank in a convenient,
transparent, and intuitive way, saving them time
and money and liberating them from worry.

16 years ago when Klarna was founded, | re-
member people telling me that nobody would
ever shop for clothes online. There were end-
less issues of trust, sizing, delivery, and returns.
Now look at where we are and how we shop.
| am convinced that this decade heralds sim-
ilar disruption for the retail banking and credit
card industry. Offering online banking services
is not enough — consumers demand innova-
tive products and services that seamlessly fit
into their lifestyles. It's a huge challenge, but it
can be done. And Klarna will be the one to do
it, leading this disruption and raising the bar for
the entire industry.

* Klarna is Europe’s highest valued private fintech and the second highest worldwide' with over 90 million customers and 250,000 —
retail partners globally, known for its smooth shopping experience and buy now, pay later model. < >

' https://www.cbinsights.com/research-unicorn-companies 2 Transunion, Dec 2020
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Yoni Assia
Co-founder
and CEO of eToro

COVID-19 has awakened a new generation of
retail investors who have discovered the mar-
kets and invested in stocks for the first time.
Generation Y, in particular, is starting to invest
in global markets like never before.

What has sparked this shift? As people around
theworld areinlockdowns and work from home,
they have more time to think about their invest-
ments. One thing they notice is that COVID-19
has created a zero interest rate policy across
the entire Western world. In some places they
see negative interest rates for the first time in
history. So people wonder: what do | do with
my money? They understand that they need to
take advantage of other opportunities avail-
able in the market. And they do. The markets
have risen by more than 50 percent from the
hit of the pandemic in March 2020 until today.

We're seeing a significant shift of all invest-
ments towards what most millennials have
always been investing in: technology. If you
look at our audience, they invest in Google,
Apple, Facebook, Tesla and Netflix. Our most
popular stocks are the technology companies.
In fact, we've seen the entire S&P shift towards
technology companies. We have also seen
a significant interest in discount stocks - in
stocks that got hit significantly from the pan-
demic. But retail investors are willing to take

This is an edited excerpt from Yoni Assia’s interview at Business Insider Global Trends Festival in October 2020
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risk with these stocks that institutional inves-
tors are not willing to take.

But the trend toward retail investing is not only
about Generation Y. COVID-19 has accelerat-
ed what we knew was coming anyway. Most fi-
nancial interactions are made with purely dig-
ital platforms like eToro and through mobile
now. Obviously with the pandemic you meet
face to face much less, so people of all ages
basically had to learn how to use their mobile
for any type of financial transaction.

Yet a more accessible technological solution
is not enough to attract retail investors around
the world. You need to create a platform for
investors to communicate, too. If you look at
eToro, we're a social trading and investment
network where people can see, follow and
automatically copy people from all over the
world. We have created an interface for peo-
ple to communicate, collaborate and be able
to copy top investors on our platform. So it's
very much about people. About people mak-
ing decisions, interacting and communicat-
ing with other people, just like at all other so-
cial networks like Facebook and Twitter. We
definitely see value in helping people find more
information through more people so that they
make better decisions and eventually make
money in the markets.
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Consumers want more high quality news and
entertainment while working at home. As con-
sumers did not need to commute during lock-
downs and had more time to spend at home, their
media consumption patterns changed. Their ap-
petite for online entertainment rose dramatical-
ly and so did their propensity to pay should the
quality content be closed behind a paywall. As
a result, the market for streaming services grew
by 37% in 2020, with most of the growth coming
from Disney+. Disney+, a new OTT streaming ser-
vice that was launched in November 2019, add-
ed almost 50 million subscribers worldwide in
2020. The OTT global leader Netflix, on the oth-
er hand, saw its global subscriber base rise by
36.6 million subscribers in 2020, a 21.9% increase
from 2019 (although the increase differed wide-
ly across countries, from 19.1% in Italy and 17.1% in
Germany to as little as 8.8% for Sweden and oth-
er Scandinavian countries). A music streaming
giant, Spotify, noticed similar gains. By the third
quarter of 2020, Spotify had 144 million premium
subscribers worldwide, up from 113 million in the

KEY DRIVERS
OF THE TREND
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corresponding quarter of 2019, which marks a 27%
growth year-to-year.

But entertainment platforms were not the only
ones to benefit from the lockdowns. News outlets
benefitted, too. Consumers looked for reliable in-
formation to protect themselves and their families
from COVID-19 and decided to pay for the media
outlets they deemed trustworthy. The New York
Times, a global media subscription leader already;,
saw its biggest growth ever, with the number of
digital news subscribers increasing by 46% from
3.197 million in Q3 2019 to 4.665 million in Q3 2020.

Consumers’ appetite for subscription-based
content is growing. Subscriptions have gained
steam recently as they were adopted by online
media and entertainment providers in high de-
mand during COVID-19. These providers need to
bypass traditional content distributors (like ca-
ble TV) to operate profitably at a global scale.
The growth is evident. 71% of consumers across 12
countries had a subscription service in late 2018,
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up from 53% who did five years earlier, according
to Zuora. These figures are only poised to grow:
34% of global consumers expected they would
have more subscriptions in 2020 than when they
were asked in 2018.

Most time spent
streaming happens
devoid of advertising

Consumers like subscriptions for a few reasons,
namely convenience (41% of respondents, ac-
cording to Zuora), savings (35%), variety (32%), and
access (33%). On top of these traditional benefits,
global streaming players have introduced a new
one that consumers started to rank highly: a lack
of ads. Most time spent streaming happens devoid
of advertising. The ad-free services of Netflix, Am-
azon Prime Video, and Disney+ account for about
half of all time spent with streaming, according to
separate studies from Nielsen and Comscore. The
other half is split between ad-free services (like
Apple TV+), ad-reliant services (like Pluto TV), and
hybrid services (like Hulu). When added together,
there is a tremendous amount of streaming hap-
pening without ads, which is how many users like
it. As Disney+ becomes more popular, the share of
time spent with ad-supported streaming services
will decline further.
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OTT entertainment will dominate subscription
market growth as existing operators expand
globally and new ones arrive in key markets.

Over the next five years, global over-the-top (OTT)
subscriptions will be near 2 billion, up 65% com-
pared with the end of 2020, per Juniper Research
data. This surge will likely be due to companies’
aggressive international growth strategies. Re-
cently launched streaming platforms from Dis-
ney and Discovery have broad global plans, and
subscription video-on-demand (SVOD) vets like
Netflix and Amazon Prime Video have long been
expanding worldwide. In November 2020, Disney+
launched in Latin American markets after its roll-
out across the US, Canada, and the Netherlands.
Its successful debut included content develop-
ment and production in Brazil, Mexico, Colom-
bia, and Argentina. Netflix has historically been
aggressive about growing subscriber numbers

OTT SUBSCRIPTION REVENUES
US, 2020-2024

$57.93

2020 2021 2022 2023 2024

M billions M %change

Source: eMarketer, December 2020
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US OTT SUBSCRIPTION REVENUES,
NETFLIX VS. DISNEY OTT, 2019-2022

billions
$12.95

$3.62

2019 2020 2021 2022

M Netflix [l Disney OTT

Note: Netflix excludes DVD rental revenues, Disney OTT includes subscription
revenues for Disney+, ESPN+, and Hulu
Source: eMarketer, December 2020

across the world, and much of its recent growth
has been driven by international content efforts.
With US OTT viewership seeing an increase that
was hyper-accelerated by the pandemic and an
influx of VOD options, it naturally follows that the
global population will see the same trend in the
yeadrs to come.

As the OTT subscriber base grows, so will the rev-
enue. OTT subscription revenue in the US market is
forecast to increase by 29.9% in 2021 and 19.4% in
2022. Disney+ subscription revenue will reach USD
1.94 billion by the end of 2020. With a recently an-
nounced USD 1 price increase in 2021, it will add
another billion in revenue in each of the next two
years. That figure will jump to USD 4.23 billion by
2022. Disney'’s acquisition of Hulu in 2019 will ce-
ment Disney as the No. 2 streaming player in sub-
scription revenue in 2021. By 2022, its revenue will

02
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be nearly equal to Netflix’'s: USD 12.95 billion for Net-
flix and USD 12.36 billion for Disney. Each platform'’s
share of the market will also be nearly equal.

Audio streaming subscription will grow by dou-
ble digits, with most growth coming from pod-
casts.Music streamingisthe secondlargestmedia
subscription category after OTT video streaming.
In the US alone, it generates USD 9 billion in reve-
nue (compared to USD 24 billion for OTT). But as
there are no new global music streaming oper-
ators on the horizon and the music artists have
limited tools to promote their new songs under
lockdowns (no concert tours, festivals or televised
events), music will not be the main driver of growth
among Spotify, Tidal, Apple Music, or Pandora. In
fact, the overall growth for the category leader,
Spotify, is expected to be modest in the next few
years. Spotify’s US premium subscriber base will

SPOTIFY PREMIUM SUBSCRIBERS
US, 2020-2024

49.0

2020 2021 2022 2023 2024

B millions I % of population

Source: eMarketer, August 2020
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PODCAST AD SPENDING
US, 2020-2024
41.0%

$1.83

2020 2021 2022 2023 2024

M billions M % change

Source: eMarketer, October 2020

grow by only 9.8% in 2021, from 38.6 million to 42.4
million paying listeners, with even slower growth
expected in the following 3 years.

Unlike music, podcasts will drive the growth of
the audio streaming subscription category. While
it initially looked like podcast listening would be
greatly impacted by the pandemic and loss of
commute time, 2020 turned out to be a big year
for the format: The number of US podcast listen-
ers will grow 32.1% by the end of 2020 to 106.7 mil-
lion, per Insider Intelligence estimates. Downloads
grew 47% between October 2019 and November
2020, according to analytics company Podtrac,
measured across the podcasts that it tracks. And
while digital radio ad spend declined, spending
on podcast ads was a bright spot—growing an
estimated 10.4% in 2020 to USD 780 million. Insider
Intelligence expects it to blow past the USD 1 billion
mark in 2021, growing by a whopping 41% in 2021.
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Insider Intelligence predicts podcast advertising will
become a billion-dollar industry in the US in 2021 and
continue growing significantly through 2024. Spotify
will benefit from this growth the most. The Swedish
audio streaming giant has been sinking money into
making a better experience for advertisers, acquir-
ing podcast ad startup Megaphone, bulking up its
library of podcast content while it's cheap, and re-
leasing new streaming ad insertion technology.

Digital newspaper subscriptions will skyrocket
for the most credible media outlets. Media out-
lets with a long track record of journalistic credibil-
ity and top-notch content are expected to expe-
rience massive growth. The United States industry
leaders The New York Times, The Washington Post,
The Wall Street Journal, Gannett (USA Today), and
the Athletic will continue to reap the additional re-
wards of publishing in English which allows them to

DIGITAL NEWSPAPER SUBSCRIPTIONS
US, 2020-2024

2020 2021 2022 2023 2024

B millions I % change

Source: eMarketer, January 2021
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scale internationally. The US digital newspaper sulb-
scriptions will increase by double digits each year
over the next five years. As eMarketer projects, they
will grow by 31% in 2021, 25% in 2022 and 21% in 2023.
The number of consumers willing to pay for news
shows there is substantial room for growth. 79% of
consumers in China are prepared to pay for news,
compared to 25% today, according to the Under-
standing Value in Media study by World Econom-
ic Forum in 2020. The numbers are similar for Indiq,
where 67% of consumers are willing to pay for news in
the future, up from 25% today. The more established
western economies show similar signs of pent-up
demand. 9% of Germans pay for news now, while
38% claim they may in the future. The gap is similar
in the UK and US where 11% and 12% respectively pay
now, and 41% and 45% respectively are willing to pay
some time later.
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Sten Garmark
Vice President
Product at Spotify

Listening to game consoles skyrocketed as peo-
ple stayed at home more. Together with game
console manufacturers we saw that when we
enabled more freedom for consumers to listen to
the music that they really loved, it drove up their
game engagement. People played longer when
they weren’t getting bored of the music that got
shipped with the game. This was one of the big
bets that we made in the PlayStation integration
many years ago, and again with Xbox. We also
have a Spotify experience that you can use in
a game console while you're doing other things.

Seamless group listening in the same house-
hold. As people got into lockdowns, we saw that
social interactions with family and friends got
even more important than ever. When you're
with your family and in the same household,
people tend to listen together a lot. So we invest-
ed in something that we call group listening and
group sessions. We wanted to make sure that it
was really seamless for everyone in the house-
hold to get engaged.

Listening between friends or groups. We saw
a lot of demand from people who wanted to lis-
ten to the same music or podcasts even when
they're notin the same place. Sowe have a group
listening experience where people can listen to-
gether in real time. We also made it easier to
create collaborative playlists together and share

This is an edited excerpt from Sten Garmark'’s interview at Business Insider Global Trends Festival in October 2020
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them. Now that we've made it a little bit easier to
invite your friends, we've seen growth accelerate
into more mainstream users.

Service ubiquity — being everywhere our users
are. There is no service in audio that is as ubiqg-
uitous as Spotify. We are available on more than
2,000 devices with more than 200 brands. Basi-
cally, whatever device you buy that has a speak-
er in it, you're going to be able to play Spotify on
it. We have made a bet on the Spotify mobile app
being a remote control for other devices. We also
wanted to make sure that we used each device's
specific features. We love being able to say, “Hey,
Google, play Spotify” and it just starts playing.

Podcasting: from discovery to new format cre-
ation. We focus on combining machine learn-
ing, algorithms and editorial to help consumers
discover their first, second, and next podcasts.
But the most impactful thing we can do is in-
novating on the format itself. We just launched
Spotify music shows, which combine talk and
music in one seamless experience. Then comes
playlist Stories where video in the Stories format
can be added to playlists. We've introduced
video podcasts, which Joe Rogan is using. It's
not something that you're going to watch all
the time, but you can look at the video to better
understand the facial expressions and what's
happening on the show.
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Instead of saving in uncertain pandemic times,
consumers transfer their unspent services mon-
ey to retail goods, thus driving explosive e-com-
merce growth. Although many national economies
experienced recessions in 2020, and unemploy-
ment pressures were common nearly everywhere,
consumers in many countries ended up with a little
more spending money than many analysts had pre-
dicted. Due to various lockdowns, quarantines, and
the general fear of going outside, many consumers
disproportionately reduced their spending on ser-
vices (restaurants, hotels, airlines, movie theaters).
But instead of saving their unspent services money
(as might have been expected during a recession),
many households turned around and spent their
newly available cash on additional consumer prod-
ucts—particularly via e-commerce channels. That
“extra” money helps explain how consumers were
able to drive such outsized e-commerce figures in
an otherwise grim economic environment. Hence
2020's unexpectedly explosive performance for re-
tail sales of consumer electronics, home furnishings,
toys and hobby items, digital groceries, etc.

KEY DRIVERS
OF THE TREND
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Propelled by these unexpected consumer be-
haviors, worldwide retail e-commerce sales grew
27.6% for 2020. In fact, all 32 national markets In-
sider Intelligence covers ended up with at least
double-digit e-commerce growth. Insider Intelli-
gence expects consumers to maintain many of
their newfound digital behaviors in 2021. However,
with a full year of relatively normalized brick-and-
mortar commerce 2021's growth rate will decel-
erate to 14.3%, despite the enduring enthusiasm
for e-commerce.

Consumers ditch PCs in favor of smartphones
for internet browsing (and commerce, too).
Along with the unexected boom in retail e-com-
merce in 2020 came an even higher growth
in m-commerce. The latter is an extension of
e-commerce that has been around for more than
a decade. In fact, m-commerce already accounts
for 65% of global e-commerce sales in 2020. The
phenomenon is, however, distributed unevely
across the world, with Asia Pacific and China in
particular being almost saturated with m-com-
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RETAIL M-COMMERCE SALES GROWTH
WORLDWIDE, BY REGION, 2021

JZCHANGE
Latin America 23.2%
Central&Eastern Europe 22.3%
Asia-Pacific 20.8%
Middle East&Africa 20.8%
North America 10.9%

WEurope [K.N42

Worldwide 18.3%

Note: Includes products or services ordered using the internet via mobile devices,
regardless of the method of payment or fulfillment; includes sales on tablets; excludes
travel and event tickets, payments such as bill pay, taxes or money transfers, food
services and drinking place sales, gambling and other vice goods sales

Source: eMarketer, December 2020

merce (with mobile sales representing 80% of
total e-commerce in the region) and weighing
in highly on the global sales (almost 50% of the
global m-commerce sales comes from China).
The other regions (Western Europe, North Ameri-
ca, Latin America and Centraland Eastern Europe)
lag behind considerably, with m-commerce con-
stituting only about 40% of the total e-commerce
figures in each.

But mobile sales are naturally expected to rise at
the expense of computers in these markets as
consumers are changing the way they access the
internet. They prefer to browse the internet with
their smartphones, rather than computers. They
also spend more time on mobile devices instead
of computers. Smartphones and high-speed in-
ternet have become much more accessible, too.
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With 3.9 billion of smartphone users around the
world (according to Statista), and only over 2 bil-
lion personal computers in use worldwide (ac-
cording to Forrester Research), the sheer number
of mobile phone users should motivate business-
es to embrace m-commerce and start making
their products and services available on apps or
mobile-optimized web stores. Mobile-first coun-
tries like India and Brazil are particularly ripe for
growth in m-commerce, with retail mobile com-
merce sales in India rising by 24.7% in 2020 and
already accounting for 80% of total retail e-com-
merce sales in the country.

Technological advances make it easier for us-
ers to shop on their phones. Social media sites
such as Facebook, Twitter, and Pinterest have all
introduced “buy buttons” that let shoppers make
purchases without having to leave the platform.
And many retailers have introduced one-click
checkout to their sites. This method requires shop-
pers to enter their payment information once, and
then they can use the one-click option to make
purchases without having to re-enter it.

As mobile wallets and contactless credit cards
become increasingly popular, tech giants like
Google and Apple are making their way to the
forefront of the payments space. In Novem-
ber 2020 Google revamped its Google Pay app
for Android and iOS users and included check-
ing and savings accounts in partnership with Citi
and Stanford Federal Credit Union. Google plans
to add 11 new partner financial institutions as ac-

03



count providers that users can choose from. The
enhanced emphasis of Google Pay app on mon-
ey management tools could be a major custom-
er acquisition advantage.

Buy buttons like Amazon Pay have built up user
bases over the years. And Amazon Pay could be
a precursor to the tech giant’s further moves in
financial services, especially as it expands the
wallet globally. As a mobile wallet and online buy
button, Amazon Pay can be adapted to different
markets and allow the firm to establish an audi-
ence around a payment tool.

Besides easier-to-handle payment tools, there
are also other technologies that enhance user ex-
perience, a crucial factor that leads to conversion
on mobile. lkea’'s augmented-reality powered
shopping app is a textbook example of making

RETAIL M-COMMERCE SALES WORLDWIDE,
BY REGION, 2021
%OF TOTAL RETAIL ECOMMERCE SALES

Asia-Pacific 80.0%
Middle East&Africa 65.0%
Western Europe 44.2%

North America 42.0%

Latin America 41.5%

Central&Eastern Europe [i:Eb0

Worldwide 67.3%

Note: Includes products or services ordered using the internet via mobile devices,
regardless of the method of payment or fulfillment; includes sales on tablets; excludes
travel and event tickets, payments such as bill pay, taxes or money transfers, food
services and drinking place sales, gambling and other vice goods sales

Source: eMarketer, December 2020

37 | TRENDSFOR 21 AND BEYOND

03

lkea’s augmented-
reality powered

shopping app is
a textbook example
of making the best of

the mobile platform.

the best of the mobile platform. It allows users to
check how the furniture will look by superimpos-
ing them on the actual living space.

As app usage continues to grow, it will be a major
contributor to sales growth, especially with mil-
lennials and Gen Zers holding massive spending
power. These tech-savvy users have the ability to
boost volume, as they're more likely to do a wider
share of shopping on their smartphones.
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In 2021, Insider Intelligence forecasts global
m-commerce to grow by 18.3%, which is consider-
ably more than the 14.3% growth rate projected for
retail e-commerce, and much more than the 5.1%
growth for the overall retail market.

The m-commerce growth rate for 2021 is down
from 32% in 2020. This lower figure accounts for
the expected reopening of many brick-and-mor-
tar options in 2021 as well as all the unexpected
growth that shifted forward into 2020.

Each region will see slowed m-commerce growth
in 2021, but this is not representative of a decline
in popularity for the channel. Rather, 2020’s boom,
plus the naturally slowing growth for m-com-
merce in Asia-Pacific, creates a dynamic where
some degree of deceleration is unavoidable.
However, every region besides North America and
Western Europe will still grow by more than 20%.
Latin America will continue to lead the world with
a 23.2% growth rate, with Central and Eastern Eu-
rope coming in second with 22.3%.

RETAIL E-COMMERCE VS. RETAIL M-COMMERCE* GROWTH WORLDWIDE, 2019-2024

%change

32.0%

8.1%

2019 2020 2021

2022 2023 2024

B Retail m-commerce* I Retail e-commerce

Note: includes products or services ordered using the internet, regardless of the method of payment or fulfillment; excludes travel and event tickets, payments such as bill pay, taxes or
money transfers, food services and drinking place sales, gambling and other vice goods sales; *includes sales on mobile phones and tablets

Source: eMarketer, December 2020
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Tarek Miuller

Cofounder
& Managing
Director of

ABOUT YOU

Online retail and online penetration will grow
significantly. You just need to look at the behav-
ior of the young generation. Gen Z, Gen Y - they
have an online penetration of roughly 50%. The
total online penetration is much lower, just over
10% for Europe, and it's quite obvious that this
gap will be closed.

Is there room for everybody in this market?
| don’t think so. Online markets tend to go into
monopolies or at best oligopolies. This is how
the global digital structures are built in search,
social networks, etc. In e-commerce and con-
sumer goods segments where it's purely about
price and quality, there will be a monopoly as
well, and | think Amazon will win it. You don't
need to be a prophet to forecast that.

But | don't think fashion will end up a monopoly.
Amazon is not the largest online fashion retailer
today, and they are growing much slower than
us and Zalando. Online fashion is rather going
to be an oligopoly of around three to five major
players worldwide with at least 70-80% of the
online market share.

Today, the three largest online fashion players
— Asos, Zalando, and us — don't even have 15%
of the online fashion market. Online fashion to-
day is a very fragmented market. | don't believe

This is an edited excerpt from Tarek Muller’s interview at Business Insider Global Trends Festival in October 2020
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it will stay fragmented. There are a lot of online
fashion players that are going to be insolvent
or that will lose their end consumer access and
will become part of the marketplaces like Ama-
zon, Zalando, and us.

If you don't factor in China or Amazon, there are
not that many players in the western world who
are prepdadred for global scale. There’'s one play-
er in the United States, Revolve, but it is much
smaller, just a fraction of our size.

Will e-commerce wipe out offline retailers? No,
offline retail will always exist. But an offline re-
tailer needs to think about its strategy now. They
should determine if they want to be a supplier
for existing platforms or marketplaces like Am-
azon or About You that have the consumer ac-
cess, or if they want to build their own consum-
er access, or if they want to do both.

| see a lot of offline players without a strategy
who still believe their position can be defended
in the offline world. There are advantages of-
fline retailers have versus online retailers. But
most of the offline retailers are actually not tak-
ing advantage of the assets they have. For in-
stance, offline retailers can develop a lot of ad-
vantages from having offline stores as basically
city warehouses.
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Niklas Ostberg
Co-founder and CEO,
Delivery Hero

At Delivery Hero, we are pioneering quick com-
merce, the new generation of e-commerce that
leverages both local stores and small ware-
houses to deliver products to customers really
fast. The difference is that it doesn’t take days,
but actually less than an hour, and in some
cases even 20 minutes or less. As part of quick
commerce we partner with roughly thousands
of local stores. We also have over 490 dedicat-
ed small warehouses spread across key demo-
graphic areas that allow us to deliver thousands
of SKUs at record speed. We are not just a food
delivery platform. We also deliver flowers, phar-
maceuticals — whatever you want delivered.

We help local stores survive by giving them
a storefront or tools to deliver goods to the cus-
tomer, bringing the offline experience online for
them. That's what they need as more and more
customers go online. Of course some stores try
to build their own websites, apps, and delivery.
For supermarkets this might be feasible, but it is
more challenging for a small store, as it is just
too expensive to dedicate a lot of development
time and reach the necessary size and scale for
the delivery.

With quick commerce, local stores can tap in
on the local demand that otherwise they would
need to ignore. There might be certain product

03

items, for example, that have a very high fre-
quency of ordering. It would be very hard for
local stores to process this profitably, so local
stores wouldn’t want to do it. Or there might be
a clear need from customers to get things fast-
er. It could be that you're in the middle of cook-
ing and you forgot about milk. You don't need
milk for tomorrow, but you need milk now. With
our fast delivery, we can achieve this and, giv-
en our collective demand, do so efficiently and
profitably.
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OTT streaming is losing its charm as a solitary
experience. While Netflix had an overall stellar
2020, it has seen its growth dwindle over the
pandemic year as people around the world
got used to spending more time at home. More
than two-thirds of Netflix's new subscribers were
added in Hl, only for net subscriber additions to
fall to just 2.2 million in Q3. The past quarter was
a return to normalcy, with Q4 2020's 8.5 million
new subscribers similar to Q4 2019’s 8.8 million.
While users appreciated a user-friendly, per-
sonalized, and content-rich experience related
to watching OTT movies and series, they grad-

KEY DRIVERS
OF THE TREND
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ually looked for alternatives that would satisfy
their growing need for sharing time with friends.

Negative sentiment to social media. In 2020, the
traditional ways in which social media has been
used—reading or writing status updates and shar-
ing news and information—were plagued by misin-
formation and disinformation, resulting in increas-
ingly negative sentiment toward social platforms.
According to a July 2020 study by the Pew Research
Center, 63% of US social media users said they be-
lieve social media has a mostly negative impact
on the way things are going in the country today.
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OTT streaming market is approaching satura-
tion. We expect Netflix's user growth to be slow and
steady for the remainder of our forecast—it will en-
ter the single digits for the first time since we be-
gan tracking it, growing by 9.3% this year and stay-
ing relatively flat until at least 2024. But that's less
a sign of stagnation and more a reflection of its ap-
proaching market saturation: The maijority (81.8%)
of US OTT viewers will watch Netflix in 2021, and 34.9%
of OTT viewers worldwide will do the same. (It's im-
portant to note that Netflix isn't available in Chinag,
which drags that number down a bit.). The rise of
Netflix competitors is not expected to overturn the
overall slow growth trajectory. Average time spent
per day with subscription OTT video will grow in the
US by 7.3% in 2021 and 4.7% in 2022 (compared to
3.1% and 2.3% respectively for Netflix alone).

AVERAGE TIME SPENT PER DAY WITH
SUBSCRIPTION OTT VIDEO
US, 2018-2022

62.30

2018 2019 2020 2021 2022
B minutes M %change

Source: eMarketer, April 2020
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INSTAGRAM, SNAPCHAT, AND TIKTOK USER
PENETRATION IN GERMANY, 2019-2024
% OF SOCIAL NETWORK USERS

° 53.1% 53.8% 54.2%
50.5% 52.1%
44.6% /
30.5% 32.1% 33.2%

12.4%

2019 2020 2021 2022 2023 2024
M TikTok users I Instagram users

Note: mobile phone users of any age who access their Shapchat account via mobile
phone app at least once per month, and internet users of any age who access their
TikTok or Instagram account via any device at least once per month

Source: eMarketer, October 2020

The future of social media is entertainment. Giv-
en the huge growth of TikTok in 2020, as well as
the launch of Instagram’s Reels, YouTube’s Shorts,
Snapchat’s Spotlight, Triller, and other apps that
mimic TikTok, we can say that social entertain-
ment is the future of social content and com-
munication. Unlike social media with its negative
sentiment, social entertainment provides a new
proposition: It has the potential to make social me-
dia fun again. While apps like TikTok aren't com-
pletely immune from bad information, they also
have enormous power to bring people together
for moments of joy (see Ocean Spray-wielding
Nathan Apodaca’s skateboard ride on TikTok).
These apps are also highly engaging, driving up
time-spent metrics.
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INSTAGRAM, SNAPCHAT, AND TIKTOK USER
PENETRATION IN SPAIN, 2019-2024
% OF SOCIAL NETWORK USERS

68.5%

67.0% 68.0%
65.5%
65.3%
55.3%
39.9% 40.4%
38.6%
35.7%
27.8%
17.1%
2019 2020 2021 2022 2023 2024

B Tiktokusers || Instagram users

Note: mobile phone users of any age who access their Snapchat account via mobile
phone app at least once per month, and internet users of any age who access their
TikTok or Instagram account via any device at least once per month

Source: eMarketer, October 2020

Insider Intelligence forecasts that more than
one-third (34.2%) of social network users will use
TikTok in 2021, only 6 points below Snapchat'’s
penetration (40.1%) but far behind that of Ins-
tagram (54.9%). The share of TikTok users in the
general internet user population will increase
most among social media platforms across the
world, from US to UK, Spain, and South Korea.

04

Stories explode across all social media plat-
forms. Stories—those disappearing content
modules featuring photos, videos, and text—
are carriers of the same trend toward social
entertainment as social videos. The typically
raw and unpolished content that appears in
a story is different from the typically scripted
and choreographed content in a short enter-
tainment video (there are, of course, excep-
tions to both). But the vertical format, the tight
integration with creators, and the youthful au-
dience are all commonalities between Stories
and short videos.

Stories are still quite popular among users and
marketers. They have been around since 2013, first
on Snapchat and subsequently on Instagram (in
2016). By the end of 2020, Twitter and most oth-
er social platforms also had their own versions
of Stories. There's no question they have been
a hit; in research Insider Intelligence conducted in
March 2020 with Bizrate Insights, 42% of US Insta-
gram users said they had watched other people’s
Instagram Stories in the past month.

Likewise, marketers have also put a lot of em-
phasis on Stories for organic marketing and paid
advertising. In research conducted in Novem-
ber 2020 by the Interactive Advertising Bureau
among US agency and brand marketing exec-
utives who were expecting to spend money on
digital advertising in 2021, 54% said they would
be investing in Story video ads.

< = >
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President, Global
Business Solutions,
TikTok

Blake Chandlee

TikTok’s mission is to inspire creativity and
bring joy. The core of that is authenticity. Au-
thenticity extends to everything that people
do here: their expectations for the platform,
their joy, their experience, and how they ex-
press themselves.

Brands. Our users expect brands to be au-
thentic on this platform. And when they're not,
it feels awkward. To help brands tap into that
authenticity, we launched our TikTok for Busi-
ness platform in 2020. One of the concepts
that we work on there with brands is “Don't
Mmake ads, make TikToks.” Since creators are a
core part of the overall experience, we guide
brands on how to work with them. Creators
understand what authenticity means on this
platform. They understand how content goes
viral and what users expect.

For SMBs that may have smaller budgets for
working with creators, we launched our self-
serve platform. There SMBs have the tools to
create content on the platform, make super
flexible budgets, and understand how their
campaigns are performing. We're also en-
couraging them to use their local creators.
SMBs can do that by using our new creator
marketplace platform called TikTok Creator

04

Marketplace. It is designed to connect brands
with creators in a way that's pretty easy for
both sides. Creators register with the platform,
brands have access to the platform, and they
can discover creators based on location, gen-
re of TikToks, or types of followers. They can
also see what content is being created and
then engage with creators directly to under-
stand if they want to work together.

Creators.We'reacontentplatform,notasocial
network. That’'s why creators are so important
to us. They make great content explode and
go viral on TikTok. Creators are a huge priority
for us. We want to make sure they can earn
a living, so we announced a billion dollar fund
togetthemthroughinthe shortterm.Butwe’re
in the middle of building a number of different
tools and capabilities for these creators to be
able to make a living. We want to continue to
provide creators with the opportunity to mon-
etize on the platform. E-commerce is a rela-
tively straightforward way for them to do that,
and there’'s more to come on that in the fu-
ture. We want to give them the relevant tools,
features, and functionality to do that. But we
want to do it cautiously, in a way that adds
vdlue to all the constituents: users, brands,
merchants, and creators.

< = >
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Consumers expect their online services to be
everywhere they are (in cars, too). COVID-19
has digitized societies and increased accept-
ance and demand for digital — and connect-
ed — services. Consumers expect to be able
to listen to the music or podcasts, watch vid-
eo streaming, or purchase goods everywhere
they go, no matter what platform or device. No
wonder they expect to find the same servic-
es available in the car, too. Their preference is
for safety and navigation. In fact, 80% of Ger-
mans, 90% of Americans and 93% of Chinese
would want safety-related connected servic-
es in their vehicles, as per Strategy& research
in 2020. Navigation comes in second — with
75%, 83% and 92% of respondents indicating
so, respectively. But users — though in lower
numbers - are also open to new features re-
lated to traditionally non-car-related areas
of infotainment, entertainment, and lifestyle:
UK and US internet users expressed interest in
using voice commands to control their in-car
entertainment (57%), using their cars to find

KEY DRIVERS
OF THE TREND

05

nearby restaurants and shops (53%), or set-
ting reminders to buy things when they're no
longer driving (45%), according to a Septem-
ber 2020 GlobalWeblndex survey.

5G has finally arrived as a mainstream option.
Geopolitical wars have long held the fast and
widespread adoption of 5G networks in check.
More importantly though, telecom providers
themselves hasitated if demand from con-
sumers is high enough to build out capacity
for the new technology. COVID-19 has acceler-
ated the push for 5G. As people stay at home
most of the time, they use mobile devices to
the limits of traditional network capacity. They
keep up with news, download and use cloud
applications for virtual meetings, play online
games, use social media, consume video con-
tent, order takeaways.

As a result, 5G and cloud have come in high
demand, with the industry players making
bold investments for massive 5G adoption.

< = >



COVID-19 has
accelerated
the push for 5G

In January 2021, US mobile providers spent
a record-setting USD 81 billion in a US govern-
ment airwaves-license auction for mid-range
spectrum, highlighting providers’ increased
appetite for 5G rollout. Early in 2021 the glob-
al chip maker Qualcomm launched its first
budget chipset to have 5G compatibility. The
chip will enable more affordable 5G smart-
phones to arrive in the first quarter of 2021 by
bringing the technology to entry-level phones
in the USD 125 to USD 250 range. In February
2021 Qualcomm also announced its new 5G
modem that is roughly 10 times faster than
previous LTE networks, on par with fiber broad-
band services. These infrastructure advance-
ments will likely result in massive increases in
B5G subscribers over the coming years. In fact,
US mobile telecoms Verizon, AT&T, and T-Mo-
bile are expected to increase their total 5G
subscription revenues by a whopping 150% in
2021 and 80% in the years to follow (the total
revenues will increase from USD 15.4 million in
2020 to USD 38.9 million in 2021, USD 68.7 mil-
lion in 2022 and USD 115.6 million in 2023, In-
sider Intelligence predicts).
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Connected cars will dominate the total vehi-
cle parc soon. According to PwC’s October 2020
Digital Auto Report, connected cars in the US will
make up almost one-third (32%) of the total vehi-
cle parc (the total number of registered vehicles)
and grow to 72% in 2025. Europe’s figures lag a bit
at 26% and 50%, respectively. Connected vehicles
will be nearly ubiquitous across the US in the next
10 years and across Europe 5 years later, accord-
ing to the same source.

TOTAL CONNECTED CAR SHARE IN EUROPE AND
THE US, 2020-2035

%OF TOTAL 96% 97%
93%

2020 2025 2030 2035

M Europe W US

Source: strategyé&, “Digital Auto Report 2020,” October 2020

The range of advanced services expands as
big tech companies integrate their products
in connected cars. These swarms of infor-
mation-shedding cars provide mouthwater-
ing business opportunities for data-hungry
Big Tech companies. They are racing to offer
a whole range of connected services, from nav-
igation and traffic updates to entertainment
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and payments. In 2020 Land Rover partnered
with Qualcomm to introduce its new Defender
90 and 110 models, built on Qualcomm’s con-
nected vehicle platform with two embedded LTE
modems. Among the upgraded offerings there
were: real-time traffic updates, music stream-
ing, in-car parking payments and an onboard
Wi-Fi hotspot. Amazon, which is working to inte-
grate its Alexa voice assistant into as many car
dashboards as possible, added Lamborghini
and electric vehicle startup Rivian to its list of
partners. It also announced the addition of Fire
TV streaming services to the screens of BMW
and Fiat Chrysler vehicles, bringing to cars the
same streaming programming that you enjoy
at home.

New important integrations are announced every
month. In January 2021 Amazon announced Fiat
Chrysler will integrate its Alexa Custom Assistant
in its vehicles through its infotainment system for
cars, Uconnect 5. Also in January 2021 Fiat Chrysler
announced it will integrate American food order-
ing and delivery platform Grubhub into the same
Uconnectb system to let its car owners order and
pay for food from restaurants in over 4,000 US cit-
ies, per NFCW. The Grubhub integration will enable
consumers to order and pay for meals via their
car’s touchscreen display; they can also reorder
past Grubhub orders for pickup or delivery. Addi-
tionally, the system includes a feature that lets car
owners request an emailed menu from nearby
restaurants with one click, which they can review
once they’re no longer driving.
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Googleleapfrogs Big Techrivalsinconnected car
race. Google has spent years trying to integrate
its Android Auto platform into cars, and many ve-
hicles already support Apple’s CarPlay. But the
real breakthrough came in February 2021. Goog-
le and Ford announced a six-year partnership
with Google that will offer Android software and
infotainment systems in select models, a devel-
opment highlighting the ongoing seepage of Big
Tech into consumer cars. The partnership makes
Google the carmaker’'s preferred cloud provid-
er and will attempt to integrate Android software
into millions of Ford and Lincoln vehicles starting in
2023. In effect, this means certain apps and ser-
vices like Google Maps will come preinstalled on
cars, according to the press release.

Ford's deal with Google actually replaces a previous
partnership with Microsoft, which has been seek-
ing out carmakers to integrate its Windows system
since as far back as 1998. Switching from Microsoft
to Google helps Ford on several fronts: Consumers
who use Android apps on their phones will experi-
ence less friction when moving to in-vehicle apps,
while Google’s Al experience and attempts at driv-
erless cars could ultimately boost Ford's R&D efforts.
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WHAT ACTIVITIES DO UK & US INTERNET USERS
WANT TO BE ABLE TO DO FROM THEIR CARS?
%RESPONDENTS, SEP 2019

Find nearby parking spaces

61%

Change what I'm listening to (e.g., radio/podcast) with a voice command

57%

Find nearby restaurants or shops

53%

Pay for fuel in advance

52

N

Pay tolls automatically

51%

order food/drink ahead of time

51%

Set reminders for yourself ti buy things later when you‘re not driving
45%

Ask for more information about something you heard on the radio

A41%

Make reservations (e.g., for a restaurant/cinema ticket)

39%

Buy groceries or household items

38%
Make a purchase based on something you heard on the radio

29%

Buy travel tickets (e.g., for a train or plane)

24%

Note: n=2,512 regular car drivers ages 16-64
Source: GlobalWeblndex, “Connecting the Dots: Consumer Trends that Will Shape 2020,”
November 2019
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CEO of Audi

Markus Duesmann

When the pandemic began, the automotive
industry was already in the midst of the big-
gest and most far-reaching transformation in
its history. Sustainability, e-mobility and dig-
ital transformation are the challenges of our
time. The past year has only accelerated the
rapid pace of change. The way we live, work,
socialize, and navigate our environments has
fundamentally changed.

As mobility continues its digital transforma-
tion, it is becoming simpler, safer, more per-
sonalized and increasingly intelligent. Drivers
expect their cars to seamlessly integrate into
their overall digital lifestyles.

Customers are also demanding expanded dig-
ital functionality up to an autonomous driving
experience and updates over the air. This is
why we have to rethink the way we design con-
nected cars of the future, especially the driver
cockpit and the whole interior. Technologies like
voice command, a fully digital touch response,
the virtual cockpit,and on-demand services are
already in place today, but even more sophis-
ticated solutions are needed for autonomous
driving from Level 3 and beyond.

This also includes digital con-
nectivity to the car’s environ-
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ment and transport infrastructure. Connect-
ing the traffic lights of the “Smart City” to our
cars is certainly just the tip of the iceberg.

The mid-2021 rollout of 5G in China will fur-
ther transform mobility. The new bandwidth
standard will improve autonomous driving
tech to make it safer, more comfortable, and
more intelligent. At the same time, it will be
the basis for us to offer our customers addi-
tional tech features like INnCar Entertainment.

While most of us have spent the past year
close to home due to lockdowns and restrict-
ed mobility, we are all yearning to get back on
the road as soon as possible. When we do, we
will want our cars to become an even more
functional part of our “new normal” lives. We
could avoid virus exposure points with ex-
panded in-car purchasing and quick-service
dining, parking, and tolls; stream a live con-
cert remotely; or find a quiet place for a con-
ference call. Our cars will be a space for re-
treat in addition to work and more freedom.

The serial development of our first model un-
der the Artemis project has just begun. This is
an ambitious move to bring these ideas to life
and to shape the future of the connected car
with “Vorsprung durch Technik”.
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With the new generation of value-seeking and environmentally
conscious consumers joining the apparel market, sustainable

fashion is on the rise. Younger shoppers make buying secondhand
the most powerful trend going forward, with online resale sites
growing particularly fast. While the phenomenon of secondhand
and resale has grown steeply for a few years already, it picked up
steam during the pandemic of 2020 as the mass production and
physical sale of clothes were put on hold and big retailers jumped
on the resale bandwagon to save their plummeting revenues.




Not con-
tent with economizing on new goods, today’s
bargain-hunters are making secondhand pur-
chases a mainstream phenomenon. “Consum-
ers are demanding variety and newness, and
the rise of resale makes the revolving closet
more attainable and affordable,” says Manish
Chandra, CEO of Poshmark, a company at the
high end of the digital resale market for appar-
el. Gen Z and millennials are indicated to be the
drivings forces. Mary Brett Whitfield, Senior Vice
President at Kantar notes: “These cohorts have
a‘live large, carry little’ mentality and approach
to shopping and material goods. Consequently,
secondhand and rental options resonate most
strongly with them.”

Among younger consumers, buying used goods
has an aura of eco-conscious virtue. In fact, pro-
tecting the environment is a core value for Gen
Zers, according to market research from Porter
Novelli/Cone. The cumulative effect of the per-

OF THE TREND

ceived value deal and the environmental ben-
efit makes consumers approach used clothes
more favorably over time. According to a Thre-
dUp survey, the percentage of consumers with
a favorable attitude was 70% in 2019, up from
64% in 2018, 52% in 2017, and 52% in 2016.

The rising trends are reshuffling the fashion in-
dustry segments. Fast fashion has seen its first
decline ever of -12.32%, from USD 35.8 billion in
2019 to USD 31.4 billion in 2020, as Research and
Markets reports. Among the reasons were the
closing of shopping malls and factories during
lockdowns, the sudden shift in consumer pref-
erences for garment types, and the economic
uncertainty that surrounded the pandemic and
made consumers reconsider high- and mid-
price shopping.

Devoid of



the concerns that undermined Zara’'s and
H&M's performance in 2020 came the explo-
sive growth of the secondhand market that
responded to the value shift of younger gen-
erations toward better value and less envi-
ronmental impact. The sales of the second
largest resale site, ThredUp, jumped 254% in
2020 after it entered into partnerships with
major store chains like Walmart, Macy’s,
JCPenney, Nordstrom, and brands such as
Gap, Banana Republic, and Hollister. Thanks
to the Resale-as-a-Service program ThredUp
launched in 2019, starting from 2020 all those
otherwise market-losing big retailers could
quickly jump on the bandwagon of new social
trends and offer their customers a possibility
to buy authenticated, branded — but never-
theless used — clothes. Another international
online fashion resale site Depop with over 20
million users (90% of them under the age of
25) sold 300% more items between January
and April 2020 than it did in the same period
of the previous year.

The resale leaders’ revenues are already size-
able, with Poshmark making USD 193 million
in the first 9 months of 2020 alone, and The
RealReal generating USD 318 million in 2019
(up 53% year over year). Resale sites can also
boast widespread public recognition as they
attract investors and celebrities. Despite the
overall shrinking clothing market in 2020 and
2021, The RedalReal and Poshmark IPOed suc-
cessfully, with Poshmark’s valuation rising to
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The sales of the second
largest resale site,
ThredUp, jumped 254%
in 2020 after it entered
into partnerships with
maijor store chains

over USD 7 billion on the first day of trading in
January 2021. Poshmark has appointed tennis
superstar Serena Williams to join its Board of
Directors, and ThredUp partnered with Amer-
ican actress Olivia Wilde to launch an exclu-
sive collection of Choose Used T-shirts.

The growing public legitimization of the new
trend and the resulting shift from being stig-
matized to being a status symbol have built the
momentum for the secondhand market.

Online resale sites have also streamlined their
customer experience to be pain-free and fun.
Customers can buy with just a click, ask ques-
tions directly, and print their shipping labels
from email. They get authentication of pur-
chased items, secured payment options, and
low shipping prices. Fees are low at 20%, trans-
lating into 3 to 5 dollars per item sold and nil
for just listing the items on the site.
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The second hand apparel market
was valued at USD 28 billion in 2019 and is forecast
to more than double its size over 5 years, reaching
USD 64 billion by 2014, according to the 2020 Glob-
al Data study for resale site ThredUp. The market
will not grow evenly though — the same study indi-
cates that traditional thrift and donation, the cur-
rently dominant segment, will increase by a mere
6% a year from USD 2] billion to USD 28 billion, while
the resale segment will catapult by 39% a year from
USD 7 billion in 2019 to USD 36 billion in 2014.

SECONDHAND MARKET SET TO HIT $64B
IN THE NEXT 5 YEARS

Resale is expected to overtake the traditional thrift
and donation segment by 2024.

39% compound
annual growth rate

$78B

6% compound
annual growth rate

2019 2024

I Resale mm Total secondhand

MARKET SIZING AND GROWTH ESTIMATES
GlobalData Market Sizing and Growth Estimates

Source: ThredUp

But even within the resale segment there is a clear
line between losers and winners. The winners op-
erate predominantly online. Within a shorter time-
frame of 3 years between 2019 and 202], they are
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projected to grow by as much as 69%. The offline
second hand operators, on the other hand, will grow
by just 2% over the same time (while still better than
the 15% dip for the overall retail sector).

RESALE EXPECTED TO BE BIGGER THAN FAST
FASHION BY 2029

Total secondhand market projected to grow to
almost twice the size of fast fashion by 2029

$44B

$78B

2020 2025 2030

Il Resale

Source: Www.thredup.com/resoIe/#resole—growth

The key to securing fast growth in the online resale
market going forward will be to generate more rea-
sons for the younger generations to buy second
hand as well as attract other, more mainstream
social groups beyond Gen Zers and millenials.
A solution that meets both ends is the continued
expansion of the garment assortment and con-
sequently the user choice by online sites striking
deals with big retail chains. The latter can make
mainstream users’ life even easier by integrating
vast online selection with their vast offline reach.
Walmart shoppers, for example, can return used



garments at a nearby store if they are not happy
with the purchase.

While second hand is already reaching the
masses, similar but smaller trends can soon follow
suit. Vintage clothing (generally, clothes older than
20 years) is a strong contender here, as celebrities
pave the way. While Kim Kardashian, Meghan Mar-
kle and Amal Clooney were spotted wearing vin-
tage clothes from Thierry Mugler and William Vin-
tage on casual occasions, some celebrities made
a mark presenting themselves in vintage clothes
at televised award events. Gwyneth Paltrow wore a
vintage (1963) Valentino gown to present an award
at the 2019 Emmy’s, Jennifer Aniston wore vintage
Christian Dior by John Galliano gown at the 2020
SAG Awards, and Princess Beatrice wore a vin-
tage gown by Norman Hartnel and on loan from
the Queen at her royal wedding in 2020. Within 48
hours, Aniston’s appearance caused a 40% spike
in Internet searches for vintage dresses, while Prin-
cess Beatrice's a 297% increase in searches for vin-
tage wedding dress on Lyst. Vintage-inspired Harry
Styles had his JW Anderson cardigan spark a viral
#HarryStylesCardigan challenge on TikTok, with
searches for the knitwear going up by 166% during
the last week of June 2020.

Celebrity endorsements are likely to translate into
mainstream sales for vintage garments. So far the
main market competitors — Rokit, Beyond Retro,
Asos Marketplace, True Vintage, Absolute Vintage
— operate on a few local markets and collaborate
with small independent local boutiques to build up

-25%

scale. The fragmented market leads to fragment-
ed revenues. Rokit grossed USD 63.40 million in 2019,
Beyond Retro generated USD 12,8 million the same
year, adccording to ecommerceDB. But this may
soon change. Vintage apparel sites have already
started to partner with large retailers. In early 2021
Beyond Retro, UK's largest vintage site, announced
it is making its assortment of vintage garments
available to retailers for the first time at wholesale
prices. A few months earlier the same vintage re-
tailer struck a partnership with UK's department
store chain Selfridges on a joint vintage ‘Resellfridg-
es’ in-store scheme. In October 2020 global clothing
giant Levi's joined the vintage trend by launching
Levi's Secondhand. The site sells exclusively vintage
and secondhand jeans, with most items purchased
from customers or sourced in vintage shops.

ONLINE THRIFTING IS A BRIGHT SPOT IN
BROADER COVID RETAIL SLUMP

With consumenr seeking bargains from home, online secondhand is set to grow 69%
between 2019 and 2021, while the broader retail sector is projected to shrink 15%

75%+
50%

25%

0%

2019 2020 2021

I Online secondhand

GROWTH INDEXED TO 2019 MARKET SIZE
GlobalData Market Sizing and Growth Estimates



Related to secondhand and vintage clothing trends,
but much smaller in scale, is a shift toward upcy-
cling. More and more traditional clothing retailers
launch programs where they buy worn clothes from
their customers, repair them, upgrade by making
a new design, and resell. By upcycling they re-
use discarded items to create a product of higher
quality or value than the original. Patagonia’s Worn
Wear program was a pioneer in the field. The more
extreme version of the program, called ReCrafted,
launched in late 2019 and offered designer versions
of Patagonia’s iconic products, made from scraps of
fabric. Handcrafted products were priced between
USD 57 and USD 231, much more than the original
items, but were sold out quickly nevertheless. While
Patagonia refuses to reveal exact sales datga, it did
report a record year 2020 for its Worn Wear pro-
gram and “record sales months” for its up-cycled
collection, ReCrafted.

Upcycling has also caught on in the luxury fashion
business that used to stay away from resale sites
or were outright hostile to them (Chanel once filed
lawsuits against resale sites, including The RealRe-
al). In October 2020, the world's luxury fashion brand
Gucci launched a joint venture with The RealRed,
aglobalresale clothing site with 17 million customers.
Both companies launched an online shop featuring
pre-owned Gucci items, sourced directly from Guc-
ci, as well as from its own consignors. A month later,
in November 2020, Miu Miu, an Intalian high fash-
ion Prada brand, debuted with Upcycled by Miu Miy,
a collection of 80 upcycled dresses, made from vin-
tage clothes from the 1930s to the 1970s.
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Phil Graves
Former VP Corporate
Development,
Patagonia

If you look at the carbon footprint of a used item
and a new item (even if it's made responsibly),
the used item reduces it by at least half. Simply
keeping a jacket and using it for nine months re-
duces the carbon, water, and waste impact by
up to a third. That's why the re-commerce side is
so important for Patagonia and why we're scal-
ing our division where we buy back our clothes
from customers.

We have had our Worn Wear program for many
yedars. It started out as a blog that encouraged
consumers to repair their items and share sto-
ries of the jackets that they love. We then real-
ized that with used items’ carbon footprints be-
ing so much lower, we needed to play a bigger
role in the secondary market for Patagonia gear.
So we went all in for our repair and resale division
in 2017. We have since given over 200,000 gar-
ments a second life in the Worn Wear program.
It's a model that we want to open source and let
others replicate.

This is how it works: if you have a jacket you're no
longer using because it's the wrong size or it'sin
sport that you no longer partake in, you can sell it
back to us. You can go to a local Patagonia store
or you can mail it in to us. We will then get it to
our partner, Trove, who is our our re-commerce
specialist. They will clean the item, inspect it for
quality, and then publish it for sale online. We as
a brand love the fact that we get to control that
end-to-end customer experience. We ultimately
have a program where we can offer used gar-

ments that are truly certified, function just as good
as new items, and have a far lower carbon foot-
print. | firmly believe this is the future of business.
We want to keep items’ end of life as far out in the
horizon as possible through repair. We've been
repairing garments since the 70s. We have repair
centers that are located throughout the world.
In one repair center in Reno, Nevada, we fix over
100,000 items every single year for our customers.
We want to ensure that if you no longer use a ski
jacket, we put it in the hands of somebody that
will use it, and thus will keep it out of the landfill.
But at some point, ideally decades down the
road, the ski jacket will reach the end of its life
and be at the point where it's beyond repair. And
that’'s where we're investing heavily in new tech-
nologies to break down apparel at the end of its
life. For example, there’s a startup in Danville, Vir-
ginia, called Tyton BioSciences that can break
down garments at the end of their life and then
feed those materials at the polymer level back
into the textile supply chain.

A 2019 Nielsen survey affirmed that 81% of custom-
ers are changing their buying habits to benefit the
environment. So I'd encourage every company
to explore building out their own reverse logistics
supply chain and being an active participant in
the secondary markets for their goods, then even
going back further, designing for circularity. Cir-
cularity is a competitive edge for companies like
Patagonia. But going forward, | truly believe that
it will be a means for companies to survive.

This is an edited excerpt from Phil Graves’ interview at Business Insider Global Trends Festival in October 2020
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Growing concerns for personal health and the environment have
pushed consumers around the world to consider meat substitutes.

The number of flexitarians, or individuals who still eat meat but cut
down on it for more plant-based meat alternatives, has risen to the
point where industry-disrupting startups are facing competition
from the least expected rivals: the world’s largest meat processors.




Consumers around
the world are losing a taste for meat. Glob-
al meat production has declined in 2020
for the second year in a row, and only the
third year since 1961, according to the Food
and Agriculture Organization of the United
Nations. While the drop in per capita meat
consumption is just 3%, it is unprecedent-
ed and could be the start of a more du-
rable trend that is already evident in the
beef segment (the industry’s 2nd largest
segment, accounting for 26.3% in 2017).
Per capita beef consumption in the world’s
No. 1 meat market, the United States, has
trended downward since the 1970s, drop-
ping from nearly 80 pounds in the late
1970s to 65 pounds in the 1990s and early
2000s to 58.8 pounds in 2020, according to
Economic Research Service (ERS), USDA’s
World Agricultural Supply and Demand Es-
timates (WASDE), and Statista.

OF THE TREND

One of the reasons for the drop is health aware-
ness. Consumers realize overconsumption of
animal-based meat may result in diet-relat-
ed diseases such as obesity, type-2 diabe-
tes, coronary heart disease, stroke, and cer-
tain cancers, as the 2012 study from Harvard
School of Public Health (HSPH) found. Con-
sumers also have growing concerns regarding
the environmental and ethical impact of the
meat industry. Livestock accounts for 14.5-18%
of global greenhouse gas emissions, per the
New York Times. In the US alone, 9 billion broiler
chickens, 113 million pigs, 33 million cows and
250 million turkeys are raised in cruel and un-
usual ways before being slaughtered annu-
ally, the Humane Society of the United States
(HSUS) estimates. A non-animal, plant-based
alternative is devoid of such concerns. Accord-
ing to a University of Michigan study, produc-
ing the Beyond Burger (a flagship product of
the plant-based meat market leader Beyond
Meat) emits 90% fewer greenhouse gases and
uses 99% less water, 93% less land, and 46%



less energy than a standard quarter-pound
80/20 beef patty, emits 90% fewer greenhouse
gases and uses 99% less water, 93% less land,
and 46% less energy.

The ‘flexitarian’ consumer is an individual who
still consumes meat and dairy but wishes to
reduce the quantity on ethical, environmental,
and/or health grounds. Flexitarians account for
one quarter of consumers in Europe and 30%
in Germany, according to the 2020 survey of
7 countries in Continental Europe from plant-
based supermarket chain Veganz. The share of
consumers who identify themselves as flexitari-
ansis higherin countries where the plant-based
meat market disruption originated, namely the
United States (36% flexitarians, according to
a 2020 survey by consumer research firm Pack-
aged Facts), the UK (34% in 2018, according to
global research firm Mintel), and the Nether-
lands (50% in 2020, per Statista).

Vegetarians Flexitarians

Switzerland

Germany

Austria

Portugal

Belgium

France

Denmark

Source: Veganz.com/blog/veganz-nutrition-study-2020
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A continued increase in the global popula-
tion, inefficient production of animal pro-
teins, and shrinking arable lands are also
prompting the move to plant-based protein
alternatives. China realized how unsustain-
able relying on industrial livestock farming
can be when 55% of the country’s pig herd
was wiped due to the coronavirus pandemic
and African swine fever (ASF) between 2018
and 2019, as estimated by Rabobank. Pork
consumption in China fell by about 25% and
pork prices more than doubled in China in
2019 as a result, restricting consumption. Ja-
pan faced the same risk when it had to cull 5
million chickens as a result of its worst avian
flu outbreak on record in December of 2019.
Global outbreaks of COVID-19 also exposed
the vulnerabilities of the animal-dependent
food value chain and created an acute slump
in conventional meat supply in 2020. Due to
widespead infections among workers, Tyson
Foods, Cargill, JBS USA, and National Beef
Packing — some of the biggest meat compa-
nies in the United States — had to close down
their operations in at least 48 plants and cull
millions of animals in 2020, according to the
Midwest Center for Investigative Reporting.

Market disruptors like Beyond
Meat, Impossible Foods, and other plant-
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based meat producers have quickly attract-
ed considerable funding from all sides. Bill
Gates, Leonardo DiCaprio, Jack & Suzy Welch
are among the first high profile individu-
als who have invested millions and provid-
ed popular recognition and credibility to the
then small startup Beyond Meat. Other early
celebrity investors in disruptive plant-based
meat companies include Richard Branson,
Serena Williams, and Google co-founder
Sergey Brin.

Surprisingly, industry competitors and food
multinationals have soon joined the band-
wagon. Tyson Foods, the world's second
largest processor and marketer of chicken,
beef, and pork, bought a 5% stake in Beyond
Meat as early as in 2016 (and sold it before
the startup’s 2019 IPO). Cargill, the world’s
third largest meat processor, invested in US
cultured protein leader Mephis Meats in 2017
and 2020 (thus joining Tyson Foods) and in
Isreal-based Aleph Farms in 2019. Unilever
acquired The Vegetarian Butcher in Decem-
ber 2018. he funds flowing to big market dis-
ruptors are significant as leading alternative
meat startup Impossible Foods has raised
USD 1.5 billion over 13 rounds of funding, per
Nasdaqg. The tide is getting higher each year.
Hoping to find the next Beyond Meat, ven-
ture investors have more than doubled their
bets on alternative protein makers between
2019 and 2020, raising USD 1.4 billion for more
than 20 faux meat startups in the first seven

months of 2020, according to a report from
London-based investor network Farm Ani-
mal Investment Risk & Return (FAIRR). Ven-
ture investments in plant-based meat and
dairy alternatives sodred to USD 1.1 billion in
the first half of 2020, up from USD 457 million
in all of 2019, while investments in companies
that grow cell-based meat more than tripled
to USD 290 million from USD 75 million in 2019,
per FAIRR.

The alternative meat industry has also ben-
efited from its positive publicity and wide
market potential by going public. Beyond
Meat has made the breaktrough for the new
industry when it IPO-ed in May 2019. Its mar-
ket capitalization soared over 820% since its
stock market debut to reach USD 13.85 bil-
lion in its peak in July 2019. Two other vegan
startups (The Very Good Food Company
and Modern Meat, both trading at the Ca-
nadian Securities Exchange) have followed
suit since then with more rumored to come
in 2021.

Existing meat and food industry players are
building their own alternative meat capac-
ity as well. The world’s No. 1 meat processor,
Brazil-based JBS; the world’s No. 4 meat pro-
cesor, US-based Smithfield; the world’s larg-
est pig farmer, China-based WH Group; and
the world’s biggest packaged food compa-
ny, Nestle, have all launched their own alter-
native meat products in the last few years.
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The global meat substitutes market is expect-
ed to grow from USD 20.7 billion in 2020 to USD
23.2 billion in 2024, per market research com-
pany Euromonitor. The long term outlook is even
more optimistic. Barclays estimates plant-
based meat sales to increase by 1,000% over
the next 10 years, from USD 14 billion in 2019 to
USD 140 billion in 2029.

The prolonged
coronavirus pandemic has accelerated the shift
from conventional to vegan meat. Between 2019
and 2020 Covid-related labor shortages have
cut the US production of conventional meat
products by 28% year over year, according to the
US Food and Drug Administration. A lower sup-
ply and higher prices of conventional red meat
have produced an unprecedented upside in the
meat substitutes sector. Grocery store sales of
plant-based meat products were up 264% during
a nine-week period ending on May 2nd, accord-
ing to Nielsen. The trend is expected to continue
even when the main hurdles in the convention-
al meat processing business are gone as con-
sumers finally have the time during lockdowns to
think about their health and diet choices.

While rising con-
sumer awareness is important, the main drivers
of vegan meat sales growth are new big mar-
kets opening up in 2021 and beyond. The first big
market are fast-food chains, grocery stores, and
food-delivery services. Fast-food chains are fi-
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nally moving from local tests to global rollouts.
After the Canadian test of a plant-based patty
sandwich in 2019, the world’s largest fast-food
chain McDonald’s signed a 3-year global stra-
tegic agreement with Beyond Meat in February
2021. The vegan meat market leader will be the
preferred supplier for the patty in a new burger
and for other co-developed plant-based menu
items to be rolled out globally. The world'’s sixth
largest fast-food chain, Burger King, is not far
behind its main rival. After adding its meatless
burgers from Impossible Foods and Vegetarian
Butcher to its menus across the United States in
2019, and Europe, Middle East, and North Africa
in 2020, the chain is planning to roll them out to
Latin America and China in 2021. Burger King is
not just adding a vegan alternative to its menu,
itis actively replacing meat with plant-based op-
tions — the menu at Burger King locations in the
United Kingdom will be 50% plant-based by 203,
the chain’s UK CEO announced in March 2021.
Other big fast-food chains are following suit, with
Beyond Meat'’s products waiting to be rolled out
in the top 10 fast food giants, including KFC, Pizza
Hut, and Taco Bell, in 2021.

Besides global fast-food chains, meat substi-
tutes are offered in an increasing number of gro-
cery chains. Four of the world’s top 10 chains —
Walmart, Costco, Kroger, and Target — all boast
Beyond Meat products on their shelves. Impos-
sible Foods’ retail footprint is much smaller but
rising fast, with the number of retail stores sell-
ing the company’s products increasing 18-fold



in the first half of 2020 alone, as per Food Dive.
Most grocery chains are also selling meat alter-
natives under private labels, and are planning
to expand their meat substtitute shelves in the
next few years. Tesco has set itself a bold objec-
tive to boost plant-based meat sales by 300% by
2025, according to BBC. Consumers will not only
be able to buy meat alternatives in more outlets,
but will have an increasingly wide choice, too.
New food product launches are increasingy ve-
gan, accounting for 17% in 2018 and rising to 23%
in 2019 in the UK, per research firm Mintel. Global-
ly, vegan product launches have doubled in 2020
compadred to 2016, the same source reports.

In 2016 China’s government
published guidelines to cut meat consumption
in half by 2030 to reduce pollution and combat
obesity. Given that China consumes nearly half
the world's pork and 28% of the world’'s meat, the
resulting boom for meat substitutes could eas-
ily be predicted. According to Euromonitor In-
ternational, sales of plant-based meat in China
increased from USD 7.2 billion in 2014 to USD 9.7
billionin 2018 and are forecast to reach USD 12 bil-
lion by 2023. A new massive market has already
attracted interest from leading overseas play-
ers. Beyond Meat has partnered with Starbucks
to offer meat-free substitutes across the coffee
chains’ Chinese locations and has announced
plans to expand its manufacturing to Asia by
the end of 2020. Impossible Foods is awaiting
regulatory approval to enter the China market

while US agriculture giant Cargill partnered with
US-listed Yum Chinag, the parent company for
KFC, Taco Bell, and Pizza Hut, to trial its meat-free
chicken nuggets across Yum China'’s fast food
chain KFC in China. Even Nestlé, the Swiss food
and drink giant, built a new manufacturing site
in Tianjin—72 miles from Beijing—to enter into
competiton for the Chinese consumer of meat
alternatives and has partnered with Alibaba to
sell its vegan brands online in 2021.

Foreign companies are facing fierce competition
from local startups and established Chinese play-
ers alike. Hong Kong—based Green Monday’s pork
substitute OmniPork is now on the menu across
China at thousands of Taco Bell, McDonald'’s, and
Starbucks branches. The group that started op-
erations in 2018 and already operates in 13 coun-
tries in 2020 has also partnered with Alibaba to
roll out sales online. OmniFoods products are now
available in Chinese supermarkets, too. The new
market is expected to accelerate in 2021 as Om-
niFoods and foreign companies will open their
new factories in Chinag, expanding capacity and
bringing prices down considerably (Change this
sentence to read: (A 230-gram pack of Omnipork
now retails for USD 5.5, while standard pork costs
USD 7.7 per kilogram). The price drop will likely spur
additional demand from the more and more en-
vironmentally-sensitive and cosmpolitan Chinese
consumers. In 2008, just 5% of Hong Kongers clas-
sified themselves as vegan or flexitarian, accord-
ing to a Hong Kong Vegetarian Society survey. In
2020 it was 40%.
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Stuart Kronauge
Former CMO
of Beyond Meat

Plant-based meat is still a baby category, even
though you hear a lot about it. It's got huge long
term growth and we definitely think it's the future,
but that means more people are going to try it and
convert. We're still in that conversion cycle. Plant-
based meat is not exclusively for vegans or vege-
tarians. They're very important, but we really want to
target this group we call flexitarians. Flexitarians are
people who still eat animal meat protein. We want
them to try this as a different option. That's a pret-
ty big group of folks out there.. Plant-based eating
is definitely more mainstream in the US. We're a lit-
tle bit behind the curve on plant-based food versus
other places across the world, which is interesting,
but more and more people are trying it.

The pandemic has accelerated the conversion cy-
cle. People are more interested in their health and
what they're eating. They are also willing to try dif-
ferent things for their meals, both in terms of what
they eat and where they get their food from.

Accessibility. We want to make sure that wher-
ever people are eating or shopping or living, they
have a choice. That's why during the pandemic
we focused on expanding accessibility. We had
more distribution and club channels like Costco,
BJ's and Sam's, and entered into the convenience
store business with Wawa. We also launched our
first direct to consumer site during this pandem-
ic. We wanted to make sure that consumers could

This is an edited excerpt from Stuart Kronauge's interview at Business Insider Global Trends Festival in October 2020

0/

get a Beyond Meat product anywhere they were.
To increase accessibility, we also introduced the
CookOut Classic, our first ever bulk package with
a better price per pound and most affordable and
accessible offering to date.

Innovation. One of the things about the pandemic
that | found personally interesting is that | was try-
ing new products that | normally wouldn't try just
to create some interest and curiosity. And | think
that also happened with our products. At the same
time, we saw shortages of certain foods and the
price of animal meat protein rising. So we wanted
to make sure that we had an option for each food
so that when you walked into your local store, you
could see a Beyond Meat product as another op-
tion to try. Finally, we noticed that people started
eating more at home.

So we accelerated our innovation pipeline to
make sure that we could address these needs.
We launched four new Beyond Meat products like
meatballs and sausages for breakfast. Burgers are
the entry point for a lot of people, but now it sounds
like breakfast is becoming a hot topic. A lot of peo-
ple love breakfast, and it's my favorite meal be-
cause | can eat sweet and salty. So for us, this is
a new occasion and a great opportunity. We have
two new entrants there — breakfast sausage links
and breakfast sausage patties — and we're really
excited to give people another choice for breakfast.

< = >
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Dennis Woodside
President, Impossible
Foods

Traditional animal-based products are unsus-
tainable. 17% of greenhouse gas emissions are
coming from animal agriculture. China doesn't
have enough land mass and water to support
the protein needs of the country with meat from
animals — they have to import meat to feed their
population. As nations grow and become wealth-
ier, people want to eat more protein. We want to
ensure that that movement doesn’t come at the
cost of the environment.

The solution is to make meat sustainably, so
that for consumers, it's not a sacrifice. First
and foremost, people eat meat because
it tastes great, so we always lead with taste.
If we have products that are also healthier and
much more sustainable at the same prices,
then we've made it an easy decision for con-
sumers. Our whole business exists to give peo-
ple a choice and help solve the environmental
problem at the same time.

Prices in the animal ag business are the lowest
they can ever be. The industry is inherently inef-
ficient. Converting plant matter to plant-based
meat is about 90% more efficient than convert-
ing plant matter in the form of feed to animal
protein. That means we can create the same
amount of protein with 1/10th the amount of plant
ingredients, which in turn allows us to use 1/10th
the land and water to make our products.

0/

Fromn a manufacturing standpoint, it's important
to remmember that we're just a few years in, and
we're competing against 100 years of optimiza-
tion in animal farming. What matters to us now is
scale. Over the past year, we've more than doubled
our production as we scaled from just 150 grocery
stores to nearly 20,000. We also launched Impos-
sible Sausage, expanded internationally, and grew
our restaurant footprint to nearly 30,000 locations.

With this growth, we're learning how to manu-
facture more efficiently and produce less waste,
which lowers the cost of goods. We're passing
those savings on to consumers and restaurants
— in the past year, we lowered our prices by 15%
for restaurant distributors on two different occa-
sions, and just last month, we lowered our sug-
gested retail prices in grocery stores by 20%.

Like electric cars, the shift to a plant-based food
system is inevitable. What was unheard of five
or even two yedrs ago is totally plausible today.
(Like General Motors pledging to go all-electric
by 2035, for instance.) People are realizing that
the animal agriculture industry is fragile and
that cows and pigs are not going to get any
more delicious. At the same time, we'll continue
to bring our prices down until we undercut the
price of animal products, all while making our
products better in terms or taste, nutrition and
sustainability.
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The events of 2020 brought brand purpose to the forefront,
with consumers increasingly expecting brands to speak out

about important social issues.

| TRENDS FOR "21
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KEY DRIVERS

OF THE TREND

Political polarization grows considera-
bly across nations. A 2020 Brown Universi-
ty study found that Americans show grow-
ing negative feelings toward the members
of the opposing party. While the average
American rated members of their own party
27 points higher than opponents in 1978, the
figure grew to 45.9 points in 2016. According
to 2019 Pew Research survey, the animosity
is intense. In 2019, 59% of Republicans said
Democrats are more immoral than other
Americans, up from 47% just 3 years earlier.
Democrats claim the same of Republicans
with the number of respondents approving
of this statement climbing from 35% in 2016
to 47% in 2019. The percentage of people dis-
approving of their children marrying some-
one with different political party membership
has more than tripled since the 1960s, a 2012
study from Public Opinion Quarterly found.

Growing political polarization is not just
a US phenomenon — it has spread across

the world. Global nonpartisan foreign-policy
think tank Carnegie Endowment for Interna-
tional Peace has found that political polari-
zation is tearing up democracies in Brazil, Co-
lombia, Bangladesh, India, Indonesia, Kenya,
Poland, and Turkey, as discussed in its 2019
book Democracies Divided.

US ADULTS WHO WOULD SUPPORT BUSINESSES/
CAUSES IN RESPONSE TO SOCIAL JUSTICE
PROTESTS, BY GENERATION, JUNE 2020

% OF RESPONDENTS IN EACH GROUP

MILLENNIALS (24-39)

GEN X (40-55)

BABY BOOMERS (56-74) E¥+A

Source: Visa, “The Visa Back to Business Study” conducted by wakefield research,

August 2020
I
<
I




The overlapping
tumultuous events of 2020 — including the
pandemic, recession, and Black Lives Matter
protests — have disillusioned many consum-
ers, especially younger ones. In May 2020 peo-
ple from New York, London, Berlin, Paris, Dublin,
Rio de Janeiro, Toronto, and Sydney took to the
streets to protest against social injustice and
police brutality after the killing of George Floyd,
expressing the need for police reform and ra-
cial equality.

The scale of socialunrest has been unparalleled.
According to Carnegie Endowment for Interna-
tional Peace, police brutality protests gathered

1 million participants in the United States (May
2020), 100,000 in Germany (June 2020), and
100,000 in France (November 2020 over a po-
lice security bill). The range of social issues that
sparked massive outrage goes beyond rac-
ism and police brutality. Strict new anti-abor-
tion laws pushed 430,000 Poles to attend more
than 400 demonstrations in October 2020, per
the New York Times. More than 2,900 climate
change protests took place all over the globe in
September 2020. This was a follow-up to one of
the largest coordinated global protests in his-
tory, the week-long Global Climate Strike that
took place in September 2019 and gathered
over 7.6 million participants, according to the
current tally reported by 350.org.

US ADULTS’ ATTITUDES TOWARD BRANDS WHO SPEAK OUT AGAINST RACIAL INEQUALITY, BY RACE/

ETHNICITY, JUNE 2020
% OF RESPONDENTS

White Multicultural* Black Hispanic Total

Brands have an important role to play to
speak out against racial inequality and 65%
injustice

76% 81% 79% 68%

More likely to support brands who take
meaningful action around racial inequality
and Black Lives Matter rather than making
posts and statements

65%

73% 78% 78% 67%

Don’t think brands who speak out are gen-
uine about the cause but are being oppor- 62%
tunistic

59% 63% 56% 60%

More conscious of where I'm spending my
money in order to support more Black- 55%
owned businesses and creators

67% 74% 65% 58%

Note: ages 18+; *all ethnicities excluding white. Source: Mindshare, “Coronavirus: US Insights
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Facing
a lack of confidence in government and tradi-
tional institutions, consumers now expect the
private sector to confront today’s pressing cri-
ses and advocate for change.

While it was previously taboo to weigh in on po-
larizing topics, many brands are at a tipping
point. Not only are consumers increasingly loyal
to brands that support causes they care about,
they'relesslikely tobuyfromthosethatdon’t.The
percentage of consumers who are belief-driv-
en buyers — those who say they choose, avoid,
or switch products based on the brand'’s stance
on societal or political issues — has grown from
51% in 2017 to 64% in 2018-19, according to 2019
figures by Edelman. The figures have increased
lately as tensions around racial justice increase
in the U.S. In June 2020, Mindshare found that
more than two thirds (68%) of US adults be-
lieved brands should speak out against racial
inequality and injustice. That number rises de-
pending on a consumer’s ethnicity or other de-
mographic group, with 69% of Hispanics, 71% of
LGBTQ+, 79% of Asian Americans and 82% of Af-
rican Americans expecting brands to speak up
about where they stand on current societal is-
sues, Kantar found in 2020.

Millennials and Gen Zers have the highest ex-
pectations of all age groups for brands to speak
out. 46% of millennials expect brands to be
brave, followed by 42% of Gen Zers. Only 31% of
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Gen Xers and 22% of Boomers expect brands to
take a public stance on social issues, according
to the 2020 Kantar study. At the same time, as
much as 75% of millennials would support busi-
nesses and causes in response to social justice
protests, according to Visa.

Despite the overwhelming support for brave
brands, consumers demand genuine mean-
ingful action rather than empty solidarity. Nike
was among the first to run an appeal to end
systemic racism, in the form of a 60-second
TV ad, and commited USD 40 million over four
years to support organizations promoting so-
cial justice and racial equality. As a result, it
reported a sales surge of 31% for its products
in the days that followed the Colin Kaepernick
Just Do It campaign in 2018. Many early mov-
ers, including The Walt Disney Co., Google, Net-
flix, Procter & Gamble, and Unilever, were also
outspoken about their beliefs and commited
money to the cause, reporting positive feed-
back. But consumers can punish the brave
brands, too. A June 2020 survey by Mindshare
found that 6 in 10 consumers believed brands
that spoke out were being opportunistic.in 2020
Adidas, L'Oréal, Spotify, and even Nike came
under fire from consumers who noted that de-
spite running campaigns to support the Black
Lives Matter movement and racial equality,
none of these companies had a black exec-
utive in their boardrooms. In fact, as of 2020,
only 4 out of America’s 500 biggest compa-
nies had a black chief executive.
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Millennials and Gen
Zers have the highest
expectations of all age
groups for brands to
speak out.

Brandstanding will intensify in 2021, as compe-
tition for values-driven customers ratchets up.
However, in an era of polarized media, “can-
cel culture,” and social media shade, compa-
nies must also understand the risks. Marketing
strategists suggest brands to be authentic (in
line with the company’s mission and values),
back up words with actions, know their cus-
tomer base’s values and demographics, and
expect backlash but stay the course. And glob-
al brands are following this advice big time al-
ready. As MarketWatch reports, Budweiser de-
cided to not run a commercial during the Super
Bowl 2021 for the first time in 37 years and use
that money equivalent to boost COVID-19 vac-
cine awareness instead. While the company
wouldn’t disclose an exact dollar amount, it de-
clared its donation to vaccine education and
awareness will be on par with the cost of running
an in-game ad, calling it a “multimillion-dollar
commitment.”
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TELEMEDICINE:
VIRTUAL MENTAL
HEALTH IS BOOMING

While telemedicine has risen sharply during the pandemic, most
consumers who have used it and benefited from its affordability
and availability say they would still prefer an in-person experience

with their physician once the pandemic is over. But there is one area
of healthcare where they want to stay online after COVID-19 and
where medical cases have risen most: mental health. On-demand
virtual mental healthcare is expected to be a potent, sustainable
alternative to traditional mental healthcare across all demographics
and social groups, but especially for Gen Zers and employees.
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In April 2020, US
telehealth claims
were up by

and the number
ohe diagnhosis in
telemedicine was
mental health

- independent
nonprofit FAIR
Health reports
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KEY DRIVERS

OF THE TREND

Telemental health services (like text-based
therapy and behavioral health programs) of-
fer patients flexibility in scheduling and great-
er accessibility to the care they need. 62% of US
consumers surveyed by Amwell say they would
prefer to stick to virtual mental health visits even
after the pandemic.

Interest in digital mental healthcare has
spanned across demographics during the
pandemic. In October 2020 global telemedi-
cine leader Teladoc released data that showed
its telemental health visits jumped 79% among
men and 75% among women from 2019. And for
bboomers, use rates were up 16% from June to
October 2020, while Gen Zers saw the largest
year-over-year growth rate in virtual mental
health visits (now comprising 14% of all of Tela-
doc’s mental health visits).

Virtual mental healthcare can boost accessi-
bility in rural areas facing massive shortag-
es of mental healthcare providers. 77% of US

counties are experiencing an extreme shortage
of psychiatrists. And virtual options will likely
entice mental health pros considering it min-
imizes the overhead costs of having a physi-
cal office and extraneous administrative tasks
that can be streamlined in a digital platform. In
fact, researchers from Harvard Medical School,
RAND Corporation and the telehealth compa-
ny Doctor on Demand found that US rural res-
idents paid 64% more virtual visits during the
pandemic (between February and June 2020)
than in the same period the year before, com-
pared to 58% US urban residents.

Consumers and employers report virtual
health sessions to be effective. A 2020 study
spearheaded by telemental health startup
Ginger found that virtual mental health ser-
vices, particularly behavioral health coaching,
can diminish anxiety. Of 1,611 adults who un-
derwent an 8-12 week telemental health treat-
ment program for their anxiety, nearly 60% ex-
perienced a clinically significant reduction in
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anxiety. The benefits of online mental health
care are discovered by employers, too. Asem-
ployees confirm mental health challenges af-
fect their job performance (61% of respondents
said so in 2020 Teladoc survey), employers are
expanding their offerings to include mental
health resources. In fact, nearly 40% report-
ed doing so in the Teladoc study. And it pays
off. As Teladoc reports, employers using their
mental health services are seeing an average
of 52% improved presenteeism and 5.35 days
of absence saved.

IN-PERSON APPOINTMENTS/PROCEDURES
THAT US ADULTS WOULD CONSIDER HAVING
VIA A TELEHEALTH SERVICE*, JUNE 2020

% OF RESPONDENTS

Mental health sessions

Chronic care check-ups**
28%
Annual physical exam/children’s wellness exam

27%
Physical therapy

Eye exam

Dental/ortodontics check-up

Other

LR

Would not use telehealth solution for any of these
24%

** (for diabetes, chronic obstructive pulmonary disease, other chronic conditions)

Note: n=5,005;*use of 2-way communication technology such as phone or video for
certain health care services

Source: CynergisTek survey conducted by Allison+Partners as cited press release,
August 2020
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The mental health crisis, accelerated by COVID-19,
is predicted to stretch into 2021 and beyond. Tele-
medicine will play an even bigger role in allievating
its symptoms than it does now. 65% of adults will
use virtual care to manage mental health chal-
lenges brought by COVID-19, BCG found out in its
2020 survey of 800 US adults. The demand for vir-
tual mental health care will grow to 138 million vis-
its in 2021, according to Forrester. This means that
31% of all virtual care visits are expected to be for
mental health, the same study reports.

The Forrester researchers estimate that Amer-
ican consumers will make roughly 480 million
telehealth visits in 2021, with almost 40% of those
visits for behavioral health care. The research
firm predicts a slight drop in 2022 to about 440
million visits.

The surging consumer demand for virtual men-
tal healthcare is reflected in healthcare provider
offerings for 2021. Industry executives surveyed by
PwC’s Health Research Institute most frequently
cited mental health and psychiatry (58%) as the
specialty in which their organizations will offer
virtual visits in 2021 (versus 56% for family medi-
cine and 44% for pediatrics).

As already noted, 62% of consumers would pre-
fer a virtual visit for their regular mental health
visits, even after it is safe to visit a doctor’s office
in person. Virtual mental health care will enjoy
broader consumer adoption than other diseas-
es as besides offering ease, convenience and
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immediacy it provides convenient, stigma-free
access to high-quality psychiatrists, psycholo-
gists, and therapists. It also overcomes a com-
mon pain point with telemedicine vendors that
generally match a patient in need with an un-
known doctor. When asked what might de-
ter them from booking virtual appointments,
one-quarter of patients cited discomfort with
virtually visiting a new, unfamiliar clinician, per
a March 2020 Sykes survey of 2,000 US adults.

A strong stimulus for a higher adoption of virtual
health care will come from employers. They well
understand that remote work is likely to become
the norm even after the Covid restrictions are
eased or lifted. A survey from U.S. based Enter-
prise Technology Research, expects the percent-
age of full-time remote workers around the world
to double from 16.4% before the coronavirus out-
break to 34.4% in 2021.

With that permanent shift to remote or hybrid work
styles, employers will need to add mental wellness
programs to their annual budgets in the years
to come to preempt burnout and anxiety and
keep their staff productive. Employers realize that.
A McKinsey study of about 1,000 employers noted
that about 60% said they were starting, continu-
ing, or expanding their behavioral health services.

Telemedicine operators come forward, too,
to meet corporate demand. In October 2020,
the listed global telemedicine leader, Teladoc
(close to USD 1 billion in revenues in 2020, with



Industry executives
surveyed by PwC's
Health Research
Institute most frequently
cited mental health and
psychiatry (58%) as

the specialty in which
their organizations will
offer virtual visits in 202]
(versus 56% for family
medicine and 44% for
pediatrics).

163% more visits in the first 3 quarters of 2020,
and 79% more revenues vs 2019) announced
the launch of Mental Health Care, its new men-
tal health telemedicine service for employees.
Other providers are about to follow suit as inves-
tors pour massive money into the telemedicine
segment. As digital health venture fund Rock
Health reports, in the first half of 2020, digital
behavioral health companies already received
roughly the annual funding for this segment in
any previous year (USD 588 million in H1 2020,
vs. USD 539 million in 2019: USD 658 million in
2018, and USD 273 million in 2017).
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Carlos Nueno
President of Teladoc
Health International

The pandemic has greatly accelerated virtu-
al care. Before the pandemic, telehealth was
already a reality, and we were seeing double
digit growth rates in its adoption. But clear-
ly, the pandemic has lifted most of the past
barriers like access, awareness, regulations,
reimbursement, and acceptance by patients
and physicians. In 2020, we experienced
a rapid increase in the overall awareness of
virtual care and quickly moved to consumer
acceptance.

Now that more people have experienced the
convenience and quality virtual care has
to offer, telehealth options are solidified as
a consumer expectation. In fact, a recent sur-
vey indicated that 76% of consumers in the
United States who have used telehealth ser-
vices are likely to keep using them, compared
to 11% in 2019. In 2020, Teladoc Health directly
delivered 10.6 million visits, up from 4.1 million
visits in 2019, and 2.6 million visits in 2018.

As people embrace virtual care in record
numbers, they are expanding from episod-
ic use to regular and more comprehensive
whole-person virtual care adoption. At Tela-
doc Health, mental health is one of our fast-
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est growing segments, and visits increased
over 500% in 2020. Virtual care in this area
has spiked around the world.

A few factors will push telehealth even fur-
ther. First, employers, health plans and health
systems are adopting telehealth and reim-
bursing for care. Teladoc Health has more
than 12,000 global clients, including more
than 40% of Fortune 500 employers. Second,
governments around the world are adopting
new regulations to incentivize the adoption
of virtual care. Public systems in countries
like Germany are starting to reimburse for
digital therapies, such as mental health care
or diabetes management. Finally, physicians
feel more comfortable adopting virtual care.
A McKinsey study shows that 64% of providers
are now more comfortable using telehealth.

People have come to expect the quality and
convenience that virtual care has to of-
fer. When you account for factors such as
people’s longer lifespans, the prevalence of
chronic conditions around the world, and
a need for physicians, it's clear that virtual
care will be key for the sustainability of the
healthcare market.
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PROTECTING
REMOTE WORKERS:
NEVER TRUST,
ALWAYS VERIFY

The coronavirus pandemic has forced companies to quickly enable
remote work where possible and craft new work-from-home (WFH)
policies. But as IT departments struggle to connect and secure remote
workers via VPNs and firewalls, hackers have rushed in to exploit
security gaps. Realizing the traditional security approach cannot do
the job in the remote setup, companies are shifting away from VPNs
toward a Zero Trust model of security.
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Never trust, always
verify — a growing
approach to
securing the
distributed
enterprise

444
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A staggering number of employees have
moved to a new and lasting mode of remote
work in 2020. IT and cybersecurity profession-
als were suddenly tasked with moving large
portions of their company operations to remote
work settings in 2020. A September 2020 sur-
vey from endpoint security firm Malwarebytes,
for example, found that 70% of US respondents
had moved 61% or more of their workforce to
a work from home model. And of the companies
that had more than 700 employees, 38% moved
between 81% and 100% of their employees to re-
mote work.

IT departments experienced challenges while
rapidly moving to work from home. IT depart-

KEY DRIVERS
OF THE TREND

10

ments reacted to the rapid move to work from
home by adding network, virtual private network
(VPN), and firewall capacity to keep up with user
demand. However, quickly acquiring and scal-
ing needed technologies during the pandemic
has been a major challenge, according to 90%
of IT professionals worldwide cited in May 2020
data from AppDynamics. Of note, expanding
network capacity was highlighted by 89% of re-
spondents as a challenge—which is unsurpris-
ing, given that provisioning network capacity
from carriers can take anywhere from one to
three months on average. Survey respondents
also noted challenges with single sign-on (SSO),
VPN, and runtime application self-protection
(RASP) technologies (84%).

<

>



With IT departments struggling to connect and
secure remote workers, hackers have rushed in
to exploit security gaps. 90% of C-level execu-
tives and vice presidents in the US, UK, France,
and Germany said their organizations experi-
enced an increase in the frequency of attacks in
2020 after they shifted to a distributed workforce,
according to security firm Tanium. In particular,
hackers are taking advantage of remote workers
with an increased use of spam, impersonation
attempts, and malware, while consumer-grade
devices, services, and networking equipment
are also providing additional vectors for cyber-
attacks. Remote workers are not without guilt.
One in five (20%) UK employees have download-
ed commercially sensitive or confidential com-
pany files on a personal device whilst working
fromm home, a new study from gadget insurance
firmn Protect Your Bubble has found. 40% of these
respondents admitted that there was either no
password protection or up-to-date security in-
stalled on these devices, which include desk-
tops, laptops, tablets or smartphones. Hackers
have adjusted their tactics to take advantage of
the move to work fromm home. For example, an
August 2020 advisory from the FBI and the Cy-
bersecurity and Infrastructure Security Agency
(CISA) warned that cybercriminals were target-
ing remote workers with a novel voice phishing
campaign that specifically sought to steal vir-
tual private network (VPN) credentials to gain
access to company databases. In fact, 96% of
50 top security officers on the advisory board
of security-focused venture investment firm YL
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Ventures admiited to seeing a rise in phishing
incidents as a result of expanding their remote
workforce in 2020.

WHAT ARE THE MAJOR DIGITAL WORKPLACE
CHALLENGES IT PROFESSIONALS WORLDWIDE
FACE IN MOBILIZING A REMOTE WORKFORCE
DURING THE CORONAVIRUS PANDEMIC?

% OF RESPONDENTS, MAY 2020

Quickly acquiring or scaling technology
capabilities

Expending bandwidth and network capacity to ensure
remote acces availability and performance

89%

Surges in help desk requests from staff

86%

Security and robust identity and access management
for network/corporate systems (VPN/SSO, RASP)

84%

Security of mission critical applications

Source: AppDynamics, “The Agents of Transformation Report” May 26 2020
Methodology: Datais from the May 2020 AppDynamics “The Agents of Transformation
Report.” 1,000 IT professionals worldwide from various industries were surveyed by
Insight Avenue during April 22-May 6, 2020. Respondents were based in Australia,
Canada, France, Germany, Japan, Russia, Singapore, UK, UAE, and US. AppDynamics,
a Cisco company, is an enterprise application analytics platform and Insight

Avenue is a B2B and technology market research firm.
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To more effectively address the challenges of
securing remote workers at scale, IT depart-
ments are considering to adopt ZTNA servic-
es. In the traditional enterprise security mod-
el, company data and resources were secured
by owning and managing every asset that ac-
cessed those resources. This model assumed
that all users were in a fixed location behind
a set of security appliances called firewalls. Us-
ing the enterprise network as the boundary be-
tween the organization and the ‘outside world’
did not acknowledge the need to use public
networks—like the internet—or to allow remote
workers and partners to access internal assets
from a variety of devices, including some that

weren’t owned or controlled by the enterprise.
On top of that, the scaling of virtual private net-
works (VPNs) for work from home proved to be
expensive and time-consuming. The difficulty
of managing a fast-growing number of VPNs
could also cause issues such as misconfigura-
tion or a reliance on passwords instead of mul-
tifactor authentication (MFA), allowing for in-
creased vulnerability.

As a result, a growing number of chief informa-
tion security officers are looking at the Zero Trust
conceptand ZTNA services. The Zero Trust mod-
el requires verifying a user’s identity and role in
the organization before giving them access to

only the applications they need for their func-
tion. VPNs have many shortcomings in terms of
cost and performance that will require the use
of newer, cloud-based technologies. ZTNA ser-
vices are increasingly being considered by chief
information security officers because—unlike
older hardware and software-based security
products such as VPNs—this newer generation
of cloud-based services promises to enable
better security without sacrificing application
performance for users.

ZTNA adoption will surpass VPN usage by 2023.
Interest and investments in cloud-based Zero
Trust technology solutions are coming at the ex-
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pense of VPN technology. 38% of C-level execu-
tives said they plan to invest in Zero Trust to re-
duce theirreliance on VPNs, according to security
firmm Tanium. They do not hesitate to act quickly.
Venture investment firm YL Ventures interviewed
50 top security executives on its advisory board
(including Google, Microsoft, Samsung Electron-
ics, Twitter, Netflix, GSK, Walmart, Nielsen), and
found in the second quarter of 2020 that 19%
had already acquired new Zero Trust solutions
post-lockdown, while 32% had acquired MFA
tech (a key component for user identification).
Market research firm Gartner predicts that 60%
of enterprises will phase out their remote access
VPNs in favor of ZTNA by 2023.

COMPARISON OF ZTNA AND VPN TECHNOLOGIES

Features VPN ZTNA
Security - IP-based access-network IPs need to be open to the internet to receive inbound requests | « Identity-based access - applications are only avaliable once a user’s identity
« No risk assessment of devices and permissions are determined
- Difficult to enforce least privilege access « Continuous risk assessment at the device, user, and application levels

« Secure access for any application, cloud or on-permise regardless of user location

Appliance/ Service Management | « Usually appliance-based « Usually cloud-based; some services use client-side software
. Equipment/software is installed in multiple data centers; limited capacity « Automatically scales according to business needs
« IT personnel required to install, manage appliances and policies « Underlying equipment managed by service provider; provisioning and policy

management done through user portals

User Experience « Users often experience need to re-authenticate « Cloud-based services are designed for ease of use, availability

« Traffic is routed back to a central data center, creating speed and connectivity issues |« Provides a consistent access process regardless of application type while
for users needing access to SaaS and other applications in the public cloud providing better performance for SaaS applications

Source: Insider Intelligence
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Poppy Gustafsson
CEO of Darktrace

Cybersecurity used to be all about trying to
keep all the bad guys out of the network. So
there was a lot of work about understand-
ing the threats, writing this into rules or sig-
natures, and securing the boundaries of the
business.

But what we are seeing now is that whatever
walls and defenses you build, the attacker is
just building a longer ladder. So we have funda-
mentally transformed the approach to cyber-
security. Instead of focusing on the boundary,
we try to keep everyone out. We focus on how
the business normally operates and use this
understanding to build up an identity, a digital
fingerprint of the business.

We call our product the enterprise immune sys-
tem, because we replicate the human immune
system. If you think about our bodies, we have
this wonderful layer of skin that keeps out the
vast majority of viruses and bacteria. It's bril-
liant and you'd never want to be without it. But
when something does come in, it comes face to
face with your immune system.

Cybersecurity has always been about pro-
tecting the weak link. What 2020 has shown us
is that those weak links can pop up in places
that you haven’'t necessarily expected. And
in times of a big shift, such as the shift to re-

This is an edited excerpt from Poppy Gustafsson’s interview at Business Insider Global Trends Festival in October 2020
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mote working, those new weak links are ex-
posed.

We've seen a significant increase in attacks on
collaborative working tools, for instance. With all
of these technologies, especially the ones that
are rushed out quickly, you'll have people work-
ing at home that send a link for a meeting or
some new technology interface, and you down-
load that quickly. The human security teams
haven't necessarily thought about how they're
going to protect these infrastructures, especial-
ly when they haven't worked with them in the
past. And yet you've got employees download-
ing new technology, perhaps even daily.

We've also seen a big rise in spear phishing
campaigns. This is where you get very highly
targeted email campaigns that convince em-
ployees to click links and add software that they
otherwise wouldn't. A lot of those communica-
tions are based around the pandemic. What
gets interesting is that hackers are starting to
incorporate the latest technologies around ma-
chine learning and artificial intelligence into the
attack site itself. There is technology today that
can autonomously read transcripts of humans
and mimic t