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CON FI DENTIALITY Our clients’ industries are extremely competitive, and the maintenance of confidentiality with respect to our clients’ plans and data is
critical. MMC rigorously applies internal confidentiality practices to protect the confidentiality of all client information.

Similarly, our industry is very competitive. We view our approaches and insights as proprietary and therefore look to our clients to
protect our interests in our proposals, presentations, methodologies and analytical techniques. Under no circumstances should this
material be shared with any third party without the prior written consent of MMC.
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Tech companies are leading the next wave of disruption into almost all
Industries as both a participant and an enabler
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This disruption has been happening for the past 20 years

2019+: Multiple Value Chains
“Industry Convergence”

2009: Four Value Chains

“CMT Convergence”
\‘\ Telco
2001: One Value Chain g\ @ Media
“CMT Silos” — , _
e Q Consumer Electronics
¢ Tech \ Telco e Retail
= z - & Education
@ Media .2 Financial Services
- - 4 Healthcare
O Consumer Aw»  Automotive
= Electronics , -
Y, o Hospitality
2 3 Energy
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What Is at
stake?

~$100 Tn

2025 combined value of digital
transformation across industries

W T

That’s ~5x US GDP




However, value has been migrating unequally to tech companies

Number of unicorns
Worldwide

183
3
2009 2012 2018

Sources: Angus Maddison OECD, Population Reference Bureau, Population Pyramids,
OW analysis, 10T Analytics, Visual Capitalist
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Top five publicly listed companies (by market cap)

2001

2006

2011

2019

#1

$406 B

Ex¢on

$446 B
Ex¢on
$406 B

B Microsoft

$850 B

#2

B Microsoft

$365 B

$376 B

g

$820 B

Tech

#3 #4 #5
Exon Crt\lu ‘Walmart
$272B $261 B $260 B

; ,, B Microsoft Cﬁ‘l
ToTAaL
$327B $293 B $273 B
¢ O =
KBC
PetroChina
$277 B $237 B $228 B
a o
$800 B $780 B $460 B
Other



This value migration is becoming evident across multiple industries

Brand appeal (% love)

SHV per employee ($mm)

,.l“ Retail - Amazon
m Walmart Walmart
IL'- Financial
'9 services BofA BofA
veedia
NYT NYT
1 Entertainment
y Comcast Comcast
IQ®  rospitality
Hyaitt Hyatt
@5, Transportation
oo Hertz Hertz
0 20 40 60 0 5 10 15
Sources: Lippincot/MMC Insights analysis - TeCh/DlgltaI Traditional

© MMC 7



How are tech companies
beating the incumbents?



Focus on the
customer’s priorities




Customer priorities have shifted dramatically in the last two decades

Mobile-first

Hyper personalization
Hassle-free, frictionless
Shorter attention span/loyalty
“I want it right now”

Health-conscious

ROCGHAREAEE

Spending on their passions (trading up)

Willing to share resources (sharing economy)

[ ] e [ ]
=y
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Customers also deal with problems. Lots of problems.

Example 1: Movie night...circa 2000

Fight with spous Return five

— what movie to days later,
see - “you decide pay late fee,
get mad

Go home

Go to store
Forget to

Fight again return

— pick one

Pick three

Search and search —
what’s that trailer |
saw?

Watch movie
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Customers also deal with problems. Lots of problems.

Example 2: Customer relationship management

How will my costs change if
my usage changes?
Where do | store all

the servers?
How do |

[ Il this?
Install this What’s the number for

How can | automatically
customer support?

pull dashboard updates?
How much money should |
set aside for IT repairs?

How long will | wait

How many IT on the phone?

employees will How can [ easily
| need? - Is this the right perform an “if, then”

Is my security up to
date?

5-yr LT analysis ?
investment?
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Prioritize platforms
over products



Platforms have taken on a broader meaning

“A platform is a technology
framework that allows

new applications or processes to be
built and supported.”

“A platform is a business
framework that allows
multiple business models to be
built and supported”

14



Tech companies prioritize developing platforms over products

© MMC

Product

NOKIA

Acts as...

Phone

Platform

Acts as...

Phone
Wallet
Camera
Music Player
Magazine
Journal

Web Browser
Keys

GPS

Exec assistant
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Anything that can be a platform, will be a platform

8:00 Drive to work 9:00 Get breakfast 10:00 Develop code for Al project 12:00 Pay for lunch
@
4 <3
S g slack [=) Square

NVIDIA

CLEANLY aj){ amazon ﬂ shopify
@ o

< @
21:00 Adjust thermostat, laundry pickup 14:00 Corporate training 12:30 Online shopping
9:00 Morning run 10:00 Plan a trip 11:00 Organize and share itinerary  12:00 Day trip: get aride, check into house
@ @ @
.:. » \z{_. @
0000 ¢ . : »
= 0 RIS @ Expedia Tripi UBER
&) fitbit « from Concur qirbnb
O
= o
@ TaskRabbit coursera motif e Spotify: NETFLIX
< @ @ O O
21:00 Schedule handyman 20:00 Self-guided learning 18:00 Manage investments 16:00 Unwind with music and a movie
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Platforms can take on multiple roles

ORCHES-
TRATOR

MAKER/
ENABLER

AGGREGATOR CURATOR ADVISOR

Combine Suggest relevant Collaborate Learn from the “Provide the
services and options based on tasks across user and guide pickaxe”
add value previous channels them

user behavior

GRUBHUB e Spotify: nest [B)waze A\ Azure

Restaurants you love, delivered.

NETFLIX () amazon alexa mot'i f @ANVIDIA.
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Expand through
modular ecosystems




A business ecosystem creates exponential value for the customer

The old way: Integrated value chain The new way: Modular ecosystem

“LET’S BUILD A MOAT” LET’S BUILD A NETWORK

* Products hold higher value * Networks hold higher value

» Power of suppliers and customers is considered threatening » Power of suppliers and customers is considered an asset

* Interactions are either competition OR cooperation * Interactions are complex co-opetition relationships

» Customers are considered passive consumers « Customers become co-creators of value as peer producers

* Individual success is dependent on the own firm * Individual success is dependent on the health of the ecosystem
* Focus: Building barriers « Focus: Adding value to platforms

© MMC 19



Tech firms recognize the value of an ecosystem design...

Customer: | don’t have a tractor problem...

PN

_ ] . :‘w‘"‘

The old way: Integrated value chain

 Single product
 Sell quality and earn margin

© MMC

...| have a farm productivity problem

Weather maps Weather Forecasts

Rain, Humidity, Weather Weather Data
Temperature sensors Data Application

System Farm

Performance
Database

Farm Seed
Equipment Optimization e
System System Database

Seed optimization
application

Irrigation

Field Sensors System o
Irrigation

o applications
Irrigation Nodes

The new way: Modular ecosystem

» Connected modules of measureable systems
* More productive when sold to thousands of farms

20



..and will use multiple tactics to expand their ecosystem

Tech Expansion tactics Existing industries
Company

Retail

&

Financial
Services

Mergers & acquisitions L g
Partnerships & JVs

Current Minority investments

Start-ups = @

platform

Organic investments

Current Auto

Industry
(=
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Example 1: Expanding beyond the thermostat business

Product

$3Bn

thermostat
business

« Single product
« Sell quality and earn margin

© MMC

Platform

$2.8Tn 'e / $150Bn

I‘" ‘energy ;':  Security
. industry / . industry
A / $3Bn
_— thermostat P
isiti R business
WAl \Vergers & acquisitions
$10Bn - $900 Bn
.~ Home $50Bn Consumer
" services Appliance Electronics
industry Industry

\/ Organic investments

* In the flow of the data
« Expands value capture by selling services to utilities, manages appliances

» Learning system: customizes to your life, know your needs, works on your behalf

22
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ple 2. Expanding beyond'the auggmgfhfeﬁUSinAea.s
w - “ At et

—-——--ld S 100 | 320 3 3 \ :\\ s T WA edia W Nav “nerg { Web
4 - N\

Master Plan, Part Deux
Posted August 2", 2016

Master Plan
Posted August 2" 2006

Build sports car ‘

Use that money to build an affordable car

Create stunning solar panels with seamlessly
integrated battery storage

Expand electric vehicle product line to all major
segments

Develop a self-driving car that is 10x safer than
manual via massive fleet learning

Enable your car to make money for you when
you aren’t using it

While doing above, also provide zero emissions electric power
generation options




Example 2: Expanding beyond the automotive business

S $1.4Tn
Product Platform ! Transport.

: Industry
" (ride-sharing) -

\\\\— _____ ._/// $ 2 Tn

Auto
business
$1.3Tn
- © Utilities industry |
v | Uit T1ctein
v Partnerships & JVs i,/ " batteries)
Auto $ 100 Bn e
bUSi ' Retailgas
usiness -  (Super
 Single product  Acquisition of Solar City to expand into utilities
 Sell quality and earn margin « Organic investments in automotive platform to expand into ride-sharing

24
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Example 3: One company acts as the “retail operating system”

. g E“E Alibaba Grou
Goal: Stay in the Location PEEEEE
center of retail Online  YOUKU Based Digital Financing
video Service payment
ecosystem and 9

E (R B BTN
=y ALIPAY fintitio

Browsing &
purchase

Interact with every

stakeholder Fulfilment

Demand

Payment

generation
\/ Mergers & acquisitions Social ‘ﬁ
v Partnerships & JVs media (& e O 020 platforms
D " 23 QilTZ
Minority investments X3E TrAwcon _ :

‘/ 4 : = Transportation Delivery
\/ Start-ups Iotr:‘lme ofa companies

— platforms : cal
\/ Organic investments i Offl_lne NIAO Ra

AuchanBrig letailers
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Example 4: Single interface acts as a “life operating system”
Tencent f&il

o500 (s) 7 Dssomv

of Chinese u users

Mobile time ’Q m 200MM for payment
iy &, 10%
VAl Oroaric investments GOf Chinese

monthly salary
through WeChat
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Business ecosystems will continue to rapidly evolve

//7 Data / Al
g economy?
/’
,,/ Wave 5
\O\A ’,/ Global omniplatforms
\, Wave 4
\\O Experience @2
,«)ﬁ NVIDIA
‘5‘6 Wave 3 ?
ec,o Mobile & Relational @ Google
-
- s Transactional P n
-
’,/’ Wave 1 '
L
’ g Search - airbnb  amazon ~ amazon
: Ex:e’dia
Google Y
amazon @ s
YAHOO.’ ~— TSSLA
L @ @ @ @
1997 2004 2008 2011 2014 2017 2020
% I :
1% b world pop 12% 24% 37% 55%

connected
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Evolution drivers

@ Changes in customer

\..@ consumption behaviors

2%@ Economies of scale with
ecosystem expansion

Emerging tech adoption
(Al, 10T, VR/AR etc.)

a"ﬁ Accelerated creation and
use of data

Faster innovation cycle
(2-year disruption cycle)

27
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Four risks are emerging for ecosystem players

Fragmentation of
ecosystems
93

Proliferation of players
across the value chain

\/

Increasing difficulty in
managing supply chains,
attracting investment, and

delighting the customer

© MMC

Increased
operational risk

R
)
\Se%%

Growing dependency on
tech firms as enablers of
ecosystems

\/

Ecosystems players prone

to state sponsored cyber

attacks, terrorism, fraud
and legal disputes

fi

No clear shared
rules/incentives for
fairness, accountability and

Governments exact higher
level of scrutiny and
punishment on influential
players in the ecosystem

Societal obligations
unchecked

o"e)
e
n&u

Customer data privacy,
workforce social contracts
are strained

\/

Workforce and customer
trust erosion — social
contracts have to be

revisited
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These issues are already being identified by many firms

B Risks of high or highest concern

B Growing complexity

76%
62%
54%
)
49%
45%
44%

i

0%
38%

34%

Data security and privacy
IT resiliency
Technology errors and omissions
Business interruption
Intellectual property
Contingent business interruption
Regulatory compliance
Multinational exposures
loT Failure
Employee safety

Mergers and acquisitions (M&A)

84%

[

6%
61%
42%
%
36%
50%
56%
2%

31%

30

2
22%

8%

o
» 2
=
N
B K S
\O
NEBHEMEEES
x ES

—
(%))
°

3
-3
HE

Source: 2019 Marsh CMT Risk Survey
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Employment practices liability
Directors and officers liability
Property damage
Bodily injury or property damage toothers
Media liability
Premises security/active shooter
Auto/fleet liability
Employee fraud
Environmental liability

Product recall

29%
34%
| RERD
| BZ
22%
22%
B
15%
26%

%
x
IS
—
[($)]

17%

Electromagnetic field (EMF) bodily injury

-

Major risk drivers

Ecosystem cross-border expansion
Rapid 3" party partner growth
Increased M&A velocity

Lack of emerging tech standards

Lack of business operations readiness
Growing concentration risk

Regulatory scrutiny on ecosystem players

~

/
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Succeeding in the ecosystem economy will require the attention of
multiple stakeholders

Objectives: Create business value, excite customers, mitigate risk, ensure a sustainable economic impact...

Business Model Company Industry
Government Society
Innovation Policies Standards

Opportunity size Data Sharing Industry Guidelines Stakeholder Engagement Customer Obligations
Risk Implications Stakeholder Engagement Security & Privacy Public Reporting Workforce Policies
Interdependencies Public Reporting Partnership Agreements Data Governance Influence Public Opinion

Stakeholders

N\ ) N\ N\ N\
ﬁ Nonprofits & Industry Alliance 1}%1} Public policy Open source Ecosystem
285, NGOs | groups partners LT organizations) communities) partners |
~\ ) O ) 0 ) Q b © )
£ *M
Rl Government 9@% Company XV $ Local Standards
agencies aninie staff | y Customers | Shareholders) communities s bodies |
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Start by asking these guestions

Q What is your company’s role in the ecosystem? How are you enabling value?

Q Who are your ecosystem partners? Where are the potential weak links in your ecosystem?

Q What technologies enable your ecosystem? What guardrails are in place to govern these technologies?
e How is customer data shared and handled?

Q What workforce strategies are being enabled for your ecosystem?

Q How does your products and services influence society? Do social contracts exist?

Q How are you involved in improving or updating government regulation for the ecosystem?

© MMC 32



L et’'s continue the conversation

Social media Contact us

m LinkedIn: Leslie Chacko 8 Email: lesliechacko@oliverwyman.com
, Twitter: @Lesliechacko WWW. mmc.com/insights

Subscribe

“‘BRINK gathers timely perspectives from experts on risk and resilience to
inform business and policy decisions on critical challenges in the region”

https://www.brinknews.com/
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QUALIFICATIONS,
ASSUMPTIONS AND LIMITING
CONDITIONS

This report is for the exclusive use of the MMC client named herein. This report is not intended for general circulation or publication, nor
is it to be reproduced, quoted or distributed for any purpose without the prior written permission of MMC. There are no third party
beneficiaries with respect to this report, and MMC does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been
independently verified, unless otherwise expressly indicated. Public information and industry and statistical data are from sources we
deem to be reliable; however, we make no representation as to the accuracy or completeness of such information. The findings
contained in this report may contain predictions based on current data and historical trends. Any such predictions are subject to
inherent risks and uncertainties. MMC accepts no responsibility for actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation is
assumed to revise this report to reflect changes, events or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole
responsibility of the client. This report does not represent investment advice nor does it provide an opinion regarding the fairness of any
transaction to any and all parties.
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