Technology's Balancing Act:

10 Tech Predictions
for 2019




Over the past year, U.S. tech companies have been at
the center of attention on a national and global stage—
at the receiving end of a dizzying array of political,
economic, and social changes.

Whether it's dealing with a growing number of regulations, or shoring up data privacy
measures in response to heightened scrutiny, the industry now faces several critical questions.

How can tech companies...

Encourage experimentation, while mitigating risk?

Balance the need for speed with thoughtful deliberation?

Fuel growth in global markets with increasingly protectionist sentiments?
Ensure the continued protection of sensitive consumer data?

Respond to public concerns of potential job losses due to new technologies?
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Navigate the growing complexity of national and global laws and regulations?

In other words, how can tech companies scale sustainably
without sacrificing their business goals and ambitions?

How the industry responds will dictate its fate in the years to come.

Here are 10 trends that will likely shape tech in 2019 and beyond.




5G Becomes the New Standard.

5G (fifth generation) wireless technology may WHAT CAN WE EXPECT FROM 5G?

have made its commercial debut this year—

with Houston, Indianapolis, Los Angeles, and Higher Speeds & Capacity
Sacramento being the world's first cities to host 5G will offer mobile internet speeds of 10 Gbps, @
live 5G networks for consumers—but 2019 will be approximately 100x faster than 4G.

the year it enters its prime time.

Lower Latency

The latency will be <1 ms with 5G—enabling
a 5G user to download a feature-length HD
movie in <5 seconds.

Besides offering higher downloading and processing speeds, 5G is
expected to significantly boost connectivity, productivity, the
proliferation of Wi-Fi-enabled devices, and more. And while
many telecoms are still working out the kinks, it'll soon be the
industry standard.

Wireless Connections (((O’))

5G could make wired internet connections a

By 2025: The 5G thing of the past.
market will be worth (‘ $251 B ,))

Facilitation of loT Implementation & Adoption \
This has huge implications for industries (like h
manufacturing) that increasingly rely on the loT

for digitally connecting their processes.

For more information, read our insight, “What to Expect from 5G, The Next
Generation of Wireless Networks.”

Source: Netscribes, Inc.


https://www.bdo.com/insights/industries/tech-life-sciences/what-to-expect-from-5g,-the-next-generation-of-wir
https://www.bdo.com/insights/industries/tech-life-sciences/what-to-expect-from-5g,-the-next-generation-of-wir

The GDPR Sparks a Flurry of New Data Privacy Regulations.

The European Union's General Data Protection
Regulation's (GDPR) implementation deadline
might have been in 2018, but it's just the
beginning of a new era of data privacy regulation
and protection.

of global users are more
concerned about their
online privacy compared

In January of this year, we predicted that the European Court to a year ago.

of Justice would take action against a giant U.S.-based tech
company for noncompliance with the GDPR—which will
consequently trigger an avalanche of demand for services to
help U.S. companies comply. Sure enough, the first major tech
companies, Facebook and Google, have already been hit by
several billion dollars’ worth of potential GDPR fines—and they
won't be the last. Data privacy enforcement authorities will be

especially keen to respond quickly to the first few data breaches This figure of those more concerned
to set a precedent. rises to 83* point to search engines

in the U.S. and internet technology
companies as the main source
of their concern.

And there will be more. Following talk of state regulations—
such as California’s Consumer Privacy Act of 2018—we predict
that a national U.S. law will soon come to fruition. Whether it's
written on tech companies’ terms, however, remains to be seen.

A majority believes that social media (63%) and search

‘ : engines (57%) have too much power.
Source: 2018 Centre for International Governance Innovation (CIGl)-Ipsos Global Survey on

Internet Security and Trust


https://www.bdo.com/insights/business-financial-advisory/e-discovery-(-beyond)-5-bdo-predictions-for-2018

U.S. Tech Regulations Ramp Up.

We mentioned that tech may no longer be Nevertheless, while Big Tech may dominate the news, smaller
America's golden child in our 2018 predictions, companies producing emerging technologies—drones,

. . autonomous vehicles, 1oT devices, and more—will also encounter
and we're seeing the results: Global and federal : ) .
increased regulations aimed at protecting consumers and markets.

authorities are becoming increasingly involved in Traditionally risk-adverse federal agencies will be forced to weigh
what were once deemed private company affairs. the risks posed by new innovations vs. the potential benefits, and
address safety and privacy concerns without stifling innovation
and experimentation.

While many of this year’s battles took place in Congressional
testimonies and hearings, additional industry legislation—at home
and abroad—is not far behind.

TOP TECH REGULATORY ISSUES

aE— K_‘"

Election Data Privacy & Net Neutrality Trade & Antitrust Cryptocurrency
Transparency Cybersecurity Immigration

0’%‘{53 om


https://www.bdo.com/insights/industries/tech-life-sciences/%E2%80%8B8-tech-predictions-for-2018

PREDICTION #4

Blockchain Becomes Basic (Almost).

Blockchain has already taken
the business world by storm, /fﬁ/g By 2024: The blockchain $ 1 6 B +
with the rise of several working = [§J =) market will be worth

industry groups aimed at =
assessing and promoting its

applications last year. North America lead.s the The U.S. accoun-ts.for 54% of
blockchain market with >50% global blockchain investments
While blockchain has already proven share in 2017 global revenue. from 2012-2016.

itself in one application (cryptocurrency),
2019 will see more of its uses unlocked
across industries, as well as the continued
growth of blockehainzasiasseiceliSaee! BLOCKCHAIN DEALS: BLOCKCHAIN APPLICATIONS:
solutions. The environment is especially
ripe for innovation now that data privacy

Investment Global Deals Payment & Wallet: 5

protection, identity verification, and Leading application A (o
incorruptible recordkeeping are top of T 185+ with >50% share in the
mind for tech executives. blockchain market in 2017.

135+

$545M Digital Identity:
Anticipated to be the most
lucrative application with ﬂ

>90% CAGR from 2018-2024.
2016 2017 2016 2017

Source: Global Market Insights



PREDICTION #5

Digital Transformation Transcends the IT Department.

Digital transformation—once LEADERS RESPONSIBLE FOR LEADING THEIR
thought of as IT's job—is now COMPANY'S DIGITAL TRANSFORMATION STRATEGY:

increasingly being taken on
by non-tech leaders (i.e. CEO,
CMO, COO) passionate about

modernizing their business. Senior Management (i.e. CEO, CMO, COO)

Tech companies must be prepared

to interact with a variety of business
leaders and to explain how their products
and services will help solve critical
business issues and pain points. Clearly
articulating their technology’s value will
become more important than ever, along
with demonstrating proven ROl and
business cases.

CIO/IT Leadership

@7 Steering Committee

‘ 5% ——— Board of Directors

® 3* ——— Business Unit Heads
Source: 2019 BDO Middle Market Digital Transformation Survey



Al Fights Al in the Cyber World.

More than a fourth (28 percent) of tech CFOs predicted that cybersecurity will be the top driver
of U.S. tech industry growth in 2018, according to BDO's 2018 Technology Outlook Survey. 2019's
percentage will be even higher, as executives' cyber concerns grow in light of new data privacy
regulations and cyberattacks.

Artificial intelligence (Al) will become increasingly present in the world of

cybersecurity—both in shoring up protection and, unfortunately, also perpetuating it. GLOBAL
In other words, Al will be used on both sides of the cyber battlefield. CYBERSECURITY
MARKET GROWTH"

OPPORTUNITIES CHALLENGES
Al-enabled cyber solutions, such as Al can also aid cyberattackers by providing $1 52 .7B $248 o 3 B
data deception technology, can help automated hacks that learn more 2018 2023
organizations defend themselves by about their target’s vulnerabilities over
automating attack detection and response, time. As each side becomes increasingly GLOBAL Al IN
and even proactively tricking attackers. sophisticated, the pace of machine CYBERSECURITY

learning will indicate which one comes MARKET GROWTH" [‘ ?

out on top. Y]

36* $18.1B

CAGR 2023

Sources: * MarketsandMarkets, ** P&S Market Research


https://www.bdo.com/insights/industries/tech-life-sciences/2018-bdo-technology-outlook-survey

PREDICTION #7

Tech Companies Work to Address the Talent Gap.

90*

The proportion of worker time
that will be potentially impacted
by intelligent technologies, via
augmentation or automation*

O

$11.5T [

N\

The economic growth driven by
intelligent technologies that could
be forgone if skill building fails to
catch up, across 14 G20 countries

$975B @

What could cost the U.S. if it
fails to close the skills gap

*Accenture'’s 2018 “It's Learning. Just Not as We Know It” Report

Will robots take over our jobs? is perhaps the question of the decade.

While news headlines may make it seem like
a dystopian future is inevitable—with robots
running most of the show—the situation is
much more complex in reality. It's not fair
to simply equate new technology—including
continued advancements in automation, Al,
and machine learning (ML)—with automatic
job loss.

On one hand, robotic automation has
already replaced many jobs—many of
which involve repetitive, mundane tasks
that don't require a significant amount

of problem-solving or interaction. On the
other hand, Al and ML are also creating
new economic opportunities for workers
interested in learning the skills. And while
the technology talent gap is real, many tech
companies are working to bridge the chasm
by offering training programs to current and
future employees.

Google, for example, had just launched

its “Learn with Google Al" website in
Feburary of this year. In April, Microsoft had
introduced a free “Professional Program for
Artificial Intelligence” on edX.org. LinkedIn
followed in May with Al Academy, an
internal program that teaches employees
how to incorporate Al tools into their daily
work, and many more have since emerged.

We expect this trend will continue

in 2019 and beyond. Tech companies

will take on increasingly bigger roles in
helping upskill America’s workforce, staring
first with their own employees, and then
partnering with educational institutions,
nonprofits, state and local governments,
and other organizations to further close the
talent divide.




PREDICTION #8

China Concerns Grow Sharply.

China: the country that's persistently on the forefront of U.S. tech companies' minds.
Short-Term: Trade tensions between the U.S. and China may lead to fluctuations in U.S. tech stocks and delayed business deals.

Long-Term: There will be significant consequences on U.S. tech sector supply chains, the cost of U.S. goods, and overall global
economy. While it's impossible to predict when the current trade war will end—and whether the temporary truce President Trump
and Chinese President Xi Jinping agreed on will last—it's safe to say that U.S.-China tensions will continue to rise if each side
proceeds to impose measures (and counter-measures) on the other.

2018 CHINA-U.S. TARIFFS:

Total: 2 rounds of tariffs on $250B of Chinese imports’

| The IMF says an
escalation of

: : ol [ the tariffs could
2 shave 0.5% off
| N | by 2020.
Round 1: Round 2:
25% tariffs on $50B 10> tariffs on $200B
of Chinese imports of Chinese imports

*As of November 2018



PREDICTION #9

Social Good Becomes (a Greater)
Part of the Business Equation.

We predicted that 2018 would be a deeply reflective
and transformative year as tech companies take on
a more expansive role of addressing and solving
social issues—ranging from gender inequality to
immigration reform.

This emphasis on social good and corporate social responsibility will
strengthen in 2019, as tech companies become more accountable for
the consequences of their technologies and leverage them to fight
poverty, inequality, injustice, and other humanitarian issues.

A prime example: Google, Microsoft, and Amazon'’s
recent invention of the “Famine Action Mechanism,”
a system that uses Al to forecast famine by
monitoring environmental factors like natural
disasters and droughts, agricultural data,
and violent conflict.

As tech and philanthropy intersect,
using technology for business and
good will become a dual goal.



PREDICTION #10 -

“Coopetition” Becomes a Must.

The spirit of competition has long dominated

the relationship between tech companies, as A
incumbents and start-ups fight for market

dominance and disruption. A .
And while this will never go away, a new trend of “coopetition"— .

in which business competitors collaborate in the hope of obtaining

mutually beneficial results—has skyrocketed in popularity over '+‘ '+‘
past years.

BENEFITS OF COOPETITION

Product & Service Innovation

Exposure to New Markets

Access to Complementary Resources & Technology

Economies of Scale

Increased Selling Opportunities

Supply Chain Streamlining 2019 will see coopetition become increasingly
common as tech companies form partnerships
to solve global challenges, boost customer
experience, respond to business demands,
and more.

vV vVvVvvVvywvyy



U.S. tech companies have a rocky road ahead,

as they face growing scrutiny from global and
federal authorities, heightened competition from
foreign powerhouses, and continued disruption.

Learning how to scale
sustainably will be vital to
surviving in an environment
built on change.

We are optimistic that U.S.

tech companies will rise to the
challenge in 2019—and come out
all the wiser for it.




People who know Technology, know BDO.
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