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This Week’s Stories

The Future Of The Telecom Industry Under Donald Trump
December9,2016

This year’s election outcome sent shockwaves throughout the countryandleft manyanxious about
the changes that will be made during President-Elect Trump’s termin office. The telecom industry,
namely, isone of manythatis likely to feel theimpact of this presidency. President-elect Trump
didn’treleasea full technology policy during his campaign, |eaving many to inferandwonderabout
the changes that will be made. Already, we're seeing some notions of the direction the Trump
administrationwill take based on appointed aides.

Trump has appointed two aides, Jeffery Eisenach and Mark Jamison, to his transition team who have
both long criticized net neutrality and various other policies introduced by the FCC under Chairman
Tom Wheeler. Eisenach, thefirstappointed, has conducted researchand issued reports about the
destructive nature of some of the FCC’s rules, including net neutrality. Jamison, a former Sprint
lobbyist, authored an opinion piece criticizing the leadership of the FCC during the Obama
administration.

Considering these appointments, all signs pointto the concept of net neutralityas we currently know
itbecoming dismantled. Butthat's notallthat's atstake.

Net Neutrality

Known formally as the Open Internet Order, net neutrality was approved in2015to allow the
Internetto functionasa freeandopen serviceandberegulated as a public utility. For consumers,
this is beneficial, asitis ultimately aimed at prohibiting discriminationfrom Internet providers by
preventing them from subsidizing the success of various apps, services, and websites that rely on the
Internetand its underlying network. However, manyoperators are opposed to net neutrality as it
impacts their ability to drive revenue and profit.

As we embark on a Republican administration, Trumpand his advisors will likely move to repeal net
neutrality, which isn’tterribly surprising. Trump has mentioned his desire for deregulationandfree
enterprise, so a rulelike net neutrality, which puts suchstrict regulations on operators, isindirect
oppositionof thatideology.

There’s a chancethat net neutrality maynotbe completelyrepealed, but the specifics of net
neutrality will likely be mitigated or minimized.

Net neutrality has been appealed to the Supreme Court, so its futureis still uncertain. However,
Trump is anticipated to appointatleast onejudge, maybe as manyas three, who would alllikelybe
conservative. This could veryeasily openthe door for the Supreme Court to overrulethe 2015
decision regarding net neutrality.

Connectivity and the Digital Divide
Net neutrality isn’tthe only rulingthat could change. Expanded wireless broadband networks and
new accessibility requirements are alsotopics that may be off thetable under the Trump

administration. In a statement to reporters, Chairman Wheeler noted his dissatisfactionon these
specificissues saying:
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“Itis truly disappointingthat 1.4 million Americans livinginrural areas without LTE service will
continueto beso deprived. They deserve better from this commission. And itis tragic that 1.3 million
Americans who are blind and millions more who are visually impaired will notbe able to enjoy
expanded video description. They deserve better from this commission.”

The firstissue mentioned by Wheeleris related to efforts to pushhigh-speed Internetinto rural areas
and decrease the cost of accessibility to low-income households. To meet this end, it wouldrequire
significant help from the government, including strict regulations and tax breaks to encourage
Internet Service Providers to build outinfrastructurein those areas. And while cutting costs still might
be anissueunder the Trump administration, accessibility couldstill be attainable.

Other issues on the chopping block include Chairman Wheeler’s proposed set-top boxreform, as well
as AT&T’s purchase of Time Warner Inc., an issue Trump has been vocal in opposing.

Theseissues, again,areinline with the deregulatory stance Trumphas taken towards many
governmentsectors aside from just telecomincluding military, healthcare, and more.

My Counsel to President-elect Trump

In summation, | wantto provide my sincere counsel to the incoming administration with the
following:

e First,viewtelecom, broadband, and the Internetas national assets thatshouldbe furthered
and allowed to thrive so as to enhance the country’s global competitiveness.

e Second, createan environmentleveragingappropriate regulation and de-regulation, as
required, to ensurethelnternetisableto continue to innovative and evolve. This will be
crucial asthelnternetincreasingly enables the devel opment of connected technologies.

e Third, ensureconsumer interests are kepttop of mind when building the new telecom
regulatory environment.

e Fourth,donotletspecial interests and lobbyist take control of the country’s telecom and
Internetagenda.

e Finally, select FCC nominees who have real worlddomain operating experience, ratherthan
lawyers and/or lobbyists who have little understanding of the technologies inpracticeand
their subsequent consumer requirements.

I ama strongbeliever inthe greatness of our country, as well as the people tasked to lead it —past
and present.

| alsobelievein keepinganopen mind and ensuring that America continues to betheleaderin

technological innovation. | am hopeful that theincoming administration will make the right calls for
the country andits people.
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Done Deal: Microsoft Completes $26.2 Billion LinkedIn

Acquisition
December 8,2016

Weknewitwas aboutto happen, butnowitis official: LinkedInis owned by Microsoft.

The mammoth multi-billiondollar deal was firstannounced back in June, and the European
Commission gaveitthegreen light earlierthis week, adding its approval to that of myriad regulators
aroundtheworld, including those from the U.S., Canada, Brazil, and South Africa.

“This isa major milestone for the company, onethat we believe will accelerate how we connect the
world’s professionals to make them more productive and successful,” said LinkedIn CEO Jeff Weiner,
ina blogpostearlier this morning.

The deal represents one of the biggest tech acquisitions of all time, and certainly the biggestin
Microsoft’s history by a considerable margin — its next-most-valuable acquisition came backin 2011
when it bought Skypefor $8.5 billion. With LinkedIn now officiallyon board, Microsoft says it will set
about pursuing “a specific set of integrationscenarios,” according to Microsoft CEO Satya Nadella.

Wealready knew that Microsoft planned to create synergy between LinkedIn, Microsoft Office 365,
and Microsoft Dynamics, its enterprise resource planning (ERP) and customer relationship
management (CRM) software suite. And, well, that’s pretty much still the plan. In theimmediate
aftermath of the deal, you canexpect LinkedIn identity data to beintegrated into Outlook and Office,
with LinkedIn notifications appearinginthe Windows Action Center. Those creating or updating
resumes in Microsoft Word will be able to update their LinkedIn profile without leaving Word, while
alsosearchingforandapplying to jobs on Linkedin.

According to Nadella, other imminent updates include:
e Extendingthereachof Sponsored Contentacross Microsoft properties
e Enterpriselinkedin Lookup poweredby Active Directory and Office 36
e LinkedIn Learningavailable across the Office 365 and Windows ecosystem
e Developinga business news desk across our content ecosystemandMSN.com
e Redefiningsocial selling throughthe combination of Sales Navigatorand Dynamics 365

Founded in 2002, LinkedIntoday claims more than 400 million members around the worldandis
pretty much the de facto social networkfor professionals. But ongoing complaints that the service
had become spammy, cluttered, andhardto use suggests that LinkedInhadreached the end of the
roadintermsof whatitcould achieveonits own. Under Microsoft’s stewardship, it may begiven a
new lease on life. “For our members, the LinkedInthatyou use to advance your career, find jobs,
buildyournetwork and stayinformed is onlygoing to get better,” added Weiner. “We're going to
focus on how we leverage Microsoft’s impressive scale and innovation to create more value forall of

”

you.

But until we know thefull ins and outs of how LinkedIn will be integrated into Microsoft’s products, in
terms of opt-ins, opt-outs, and how well the products are linked together, it’s difficult to know how
end-users willwelcometheintegrations. Or whether they’ll be welcomed atall. Then there’s the
issue of data — Linkedln possesses a vast arsenal of information on millions of people, and it’s still
unclear the extent to which Microsoft willput this datato use.
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Lawmakers Change Their Tone On AT&T And Time Warner Deal

December 7,2016

When AT&T and Time Warner announcedtheir $85.4 billion deal in October, lawmakers greeted the
acquisitionfrostily. Now their toneis changing.

At a hearing on Capitol Hill on Wednesday that was being closely watched for how mega-mergers will
be viewed in the coming Trump administration, members of a Senate Judiciary subcommittee that
oversees regulatory agencies that decide on mergers saidthe deal merited tough scrutiny. The chief
executives of AT&TandTime Warner were grilled atthe hearing abouta range of issues related to
the deal.

Butina changefrom previous comments, lawmakers also questioned whether traditionalways of
evaluating mergers are growing outdated as Silicon Valley companies like Facebook and Google
become massive media platforms that threaten the televisionindustry. Their tone was more
circumspect than those thatimmediately followed the deal’s announcement, when lawmakers had
been morecritical.

“Wewantto ensurethatcompetition thrivesin this critical marketand we don’t stifleinnovation or
deter the emergence of cutting-edge technologies that customers demand,” said Senator Charles E.
Grassley, Republican of lowa, who heads the full Judiciary Committee. Mr. Grassley said Google,
Facebook, Amazon and Netflix have transformed the video landscape.

Senator David Perdue, Republican of Georgia, said the deal would combine companies thatdid not
directly compete against one another. “The consumer is benefited from the aggregation,” hesaid.
“Thatis called capitalism.”

Over all, senators were asking “hard questions,” said Larry Downes, a professorat Georgetown'’s
McDonoughSchool of Business. But, he added, “they seem to be open-minded about the changing
nature of competition intheinformationsector.”

AT&T, a telecom giant, and Time Warner, which owns CNNandHBO, hadsaidin October that AT&T
would buy Time Warner to create a mobile video powerhouse. The hearing may haveimplications
beyond this deal, withthe comments potentiallyencouraging more acquisitions by companies that
have been waiting out the Obama administration, which has rejected several mergers.

Members of Congress do not review mergers, but the hearings provide guidance for antitrust
regulators attheJustice Departmentandthe Federal Communications Commission. AT&T and Time
Warner have not officially submitted their deal for regulatory review; the review might notinclude
the F.C.C.

“The D.0.J. pays particularly close attention to Senate and House antitrust subcommittees because
they overseethe D.0.J.,” saidPaul Gallant, an analystat Cowen and Company, who added that the
committee’s commentary “bears watching for its potential effect on the D.0.J.” Members of the
Justice Departmentattended the hearing.

When the deal wasannounced, days before the presidential election, |eaders of the Senate Judiciary
Committeeissued strong cautionary statements aboutit. Donald J. Trump, on the campaigntrail at
the time, saidhe wouldblock the merger if elected. He has singled out CNN, the cable news network
owned by Time Warner, with particular rancor forits el ection coverage.

As president, Mr. Trump will have no direct power over mergers, but he will greatly influence which
ones areapproved, depending on whom he picks to be the assistantattorneygeneral for antitrust or
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the chairmanofthe F.C.C. AT&T's chief executive, Randall Stephenson, told CNBC before the hearing
thathehad nothad contact with the Trump transition team.

Duringthe hearing, the companies pitched a message that catered to the new administration: a
populist promise of lower prices andthe potential to build more wireless infrastructure through the
merger. While AT&T and Time Warner are powerhouses, they presented themselves as weaker rivals
to the cableindustry and SiliconValley tech companies.

Mr. Stephenson saidin prepared remarks that cable companies dominated the broadband and
television market, serving high-speed internet to eight of every 10 American homes that have
broadband service. To experiment with new mobile video technologies, he said, AT&T needed to
havein-house content to quickly try new streaming services ata lower cost. Headded that AT&T had
justintroduced a streaming service with 100 channels for less than most cable tel evision packages.

“Itis only the beginning of whatwe wantto bringto the marketplace to threatencable’s entrenched
and still-dominant market position,” Mr. Stephensonsaid. He said AT&T would give CNN editorial
independenceifthe merger wereapproved.

Jeff Bewkes, the chief executive of Time Warner, said, “Itis notenough to deliver great content.” The
companies’ competitors have multiplied, he said.

No lawmakers atthe hearingsaid the merger should be blocked, but several expressed skepticism.

“I have serious concerns about this transaction,” said Senator Richard Blumenthal, Democrat of
Connecticut. Thedeal “potentially has serious negative impacts on competitionand on consumers.”

Mark Cuban, aninternet entrepreneur and owner of the NBA’s Dallas Mavericks, who also spoke at
the hearing, said the truly dominant companies in media distributionthese days were Facebook,
Google, Appleand Amazon. “Facebookis without question ina dominant position, if notthe
dominant position, for content delivery,” hesaid.

Consumer groups rejected the characterization of AT& T and Time Warner as disadvantaged rivals,
sayinga combined company would create a powerhousethatall cable providers and networks would
haveto negotiate with. Streaming providers like Sling TVand Huluwould face a major new
competitor, with AT&T’s access to 110 millionwireless andsatellite subscribers and premium
television networks underthe same roof, the groups said.

“If a single company is able to control so many key inputs to online video, this new market could be
snuffed out,” said Gene Kimmelman, president and chief executive of Public Knowledge, a nonprofit
consumergroup, atthe hearing.

Products & Services

Lower Prices Boost Tablet Demand, But No Growth Expected
Until 2018

December 8,2016
Though thetablet marketis finally perking up againafter two years of decline, shipment growth isn’t

expected until 2018, new forecasts from Strategy Analytics andInternational Data Corporation (1DC)
said.
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According to Strategy Analytics, dropping prices on detachable 2-in-1tablets are hel ping fuel a bump
indemand as consumers recognize the device’s utility for both entertainment and productivity. But
both reports indicated the tablet marketisn’t expected to returnto growth until 2018.

Strategy Analytics forecasted global tablet shipments will drop from 205.8 millionin2016 to 203.5
millionin 2017, before reboundingto hit223.5in 2020. That prediction included projections that
shipments wouldgrow ata compound annualgrowth rate (CAGR) of 2 percentfrom 2016 to 2020,
with 2-in-1s, Windows Tablets, and enterprise sales | eading market growth.

IDCsimilarly indicated worldwide tablet shipments are expected to drop by 12 percent this yearto
182.3 million units before making a comebackwith low single-digit growth in 2018. Like Strategy
Analytics, IDC said 2-in-1s (also known as detachables) will be a driver of that growth, though slate
tablets will remaindominant.

"The transition to detachables is inevitable, but slate tablets will remainrelevant as highlighted by
recentresults from Amazonwith its Kindle Fire portfolio," IDC Tablets Research Director Jean Philippe
Bouchard said. "Fueled by ultralow-end prices anda growing ecosystem play involving the Internet of
Things, slate tablets will still account for more than twice the volume of the detachable segment with
124 millionunits forecast to be shipped in2020.”

Strategy Analytics said it sees Android tablets losingshipment market share primarily to Windows
devices, but withadditional losses to Apple. From 2016 to 2020, Strategy Analytics said Windows is
expected to grow its tablet shipmentsharefrom 15 percentto 20 percent, while Apple will geta
more modestboostfrom 22 percentto 24 percentand Androidwill drop from 63 percentto 57
percent.

AT&T CEO Heralds “Dramatic” DirecTV Now Results One Week

After Launch
December 7,2016

AT&T is apparently pleased with initial numbers aroundits DirecTV Now mobile video product.

Justone week after launch, AT&T CEO Randall Stephenson ataninvestor’'s conference on Tuesday
heraldedthe product’s early success, notingthe company hitthe subscriber benchmarkithadsetfor
the month of December the day the service launched.

“This isa bigrunner,” Stephenson said. “We have no idea whatthe churn characteristics of thisare
goingtolooklikeso we're goingto be cautious about puttingnumbers out. Buttheearly demand has
been rather dramatic. It’s been really, really impressive.”

In addition to general uptake, Stephensonsaid “attach rates” for add-on channels like HBO and
Cinemax for $5 extra per montheacharealso “really good.” Further, Stephenson noted “virtually all”
of DirecTV Now’s new subscribers have come to the service onlineanda high proportion of
subscribers liveinmultiple dwelling units like apartment complexes. Stephenson said the |atter point
means AT&T s hitting the demographicnail on the head.

While heacknowledgedinitial margins for the service will be thin (butabove 0 percent), Stephenson
saidthosefigures willincrease as the product grows andscalesintoa special advertising opportunity
inthe market. Stephenson also said AT&Tis expecting churnimprovements as a result of DirecTV
Now, which hesaid will have a huge impact on profitability. For the time being, though, Stephenson
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indicated AT&Tis “perfectly content” with the low margins due to the minimal capital required to
launch the product.

Stephenson touted DirecTV Now as “a 5G service being launched on a 4G network," and noted
products likeit will help drive efforts to make 5G a reality.

“I' think theindustryisaboutto say ‘We need to bring 5G forward,”” Stephenson said, noting AT&T
and Verizon’s work on next generation networks. “l think we're all going to be kindofin a pushto
bringthatforwardas muchas possible.”

Emerging Technology

Amazon Tests New Retail Consumer Checkout System
December 9,2016

Amazonis experimenting with a grocery storeinSeattle thatallows shoppers to pull fooditems out
of cases oroff theshelves andleave the store with them. The checkout counter is non-existent. It's a
"justwalk out" shoppingexperience.

It's setup sucha storeatthe cornerof 7th Avenue andBlanchardStreetin Seattle. So far only
Amazon employees can use the store butthat may change soon. Avideoon the Amazon Web site
demonstrating such shopping says, "Cominginearly2017."

When checkoutis really working, said Michael Chui, a partner atthe McKinsey Global Institute, "it will
feel like stealing. You grab a pairof shoes andyou just walk out," ina year-old retail industry research
paper atthe University of California at Berkeley.

Thatfrictionless experienceis what Amazonis shooting forinone of the world's largest retail
markets, the neighborhood grocerystore. Des pite reports that madeitsoundasif shoppers will ha ve
to enter each item's bar code via theirsmart phone camera, the Amazon store system only requires
shoppersto usetheir phones to display their Prime bar codeidentifier by passingit over a scanner at
the store's entrance. Amazon Prime membership carries a $99 annual fee but Prime members get
freedeliveries.

The idea isto makethe no-checkoutretail operationopen to the publicatthe 1,800-square-foot
Seattlelocation. Instead of reading bar codes at the counter, sensors can tell when anitemhas been
removed, recognizeits weightorsize, andcharge the customer's account accordingly on his
departurefromthestore.

Amazon analytics identifies eachshopper's regularly picked outitems, which hel ps sensors identify
them on return visits. Avideo of the experience indicates thata shopper may pick up anitem, then
returnitto thestoreshelf without beingpenalized witha charge. Sensors detect thereturn of the
itemand deductthecharge.

Wanttolearnmore about how Amazon Web Services is appealing to devel opers? See AWS Smooths
Path To The Cloud; Devel opers To Follow?

"Amazonis notjust planningto buildgrocerystores, rather, the companyis planning to builda

frictionless retail selling experience. That technology will make their retail stores scalablein away
thatno other brickandmortarstores canmatch," wroteJ. P. Mark, president of Farmhouse Equity
Research, named as the number one stock picker in 2007 by Barron's magazine on March 3, 2008.
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The way the Amazon retail system works is for shoppers to load an AmazonGo appon theirsmart
phoneandthen useittoregister ata barcodereaderasthey enter the store. After that, they are
filling a virtual shopping cart that sums up their charges and applies it to their Amazonaccount,
sendingareceipttotheapp astheyleavethestore.

The News Corp.-owned stock market news organization, MarketWatch, said Amazon is |looking to
disruptthe $795 billion grocery business with its el ectronic systemin the same way thatit overturned
book sellingandonlineretailing. The Wall Street Journal and other sources have speculated that
Amazonis planning on opening 2,000suchstores.

Amazon Go has been in the making for fouryears and combines machine learning, computer vision,
artificial intelligence andsensors. The system "rids the store of one of the biggest hassles of shopping:
the checkoutlines," concluded MarketWatch. Amazonfiledfor a patenton thetechnology
combinationonJan.8,2015. Theabstract for the patent makes no referenceto a grocery-specific
settingand instead refers to a "materials handling facility." Instead it seems to beaimedatanyform
of bricks and mortarretailoperation.

"Whilea userisinthe materials handling facility, the user maypick one or moreitems. Theitemsare
identified and automatically associated with the user ator near the time of theitem pick," the
abstractsaid. As the userexits thefacility, the cost of theitems is added to the user's account, it said.

The Seattlestoreisanexperiment, with Amazonsupposedlyready to test three differentways to
enter the grocery business. The front-end customer time-saving checkout systemis just partof an
operation withwhich Amazon could enter supermarket competition. It already distributes thousands
of grocery orders a dayfromits distribution centers near major cities through Amazon Fresh.

Amazon Fresh will deliver a grocery order atthe time the customer requests on the same day the
order is placed. Itis notavailable everywhere. Rather, ittends to be availablein major cities with an
Amazon distribution center nearby. Again, the customer must be an Amazon Prime member and pay
anadditional $14.99 a month forthe two-hourdelivery window. No charge is made for actual
deliveries. Athird category, Amazon Prime Now, offers two-hour delivery on anorder.

For ITmanagersinretail, the general purpose nature of the automated checkout system may prove
worth studying. Ifitcanwork for groceryitems, with all theirvariables, why couldn'tit workfor
everything from clothingsales to big boxretailers? If the likes of Wal-Mart, Costco, Staples, BestBuy
and Home Depot can't master it, there's always the possibility that Amazonwill license it to them for
a fee, a bitter pill for the hard-pressed brick and mortaroperations alreadybehind Amazon's
ecommerce systems.

Amazon's growing depth in artificial intelligence and machinelearning also giveita headstartin
further developing whatis clearly a still-rudimentary, automated checkout system. Amap of the store
with paths leading to the customers'favorite brands and goods would be a competitive advantage to
a bigbox retailer, not to mention the possibility of placing special sale items or alternative, lower cost
goods on the user's device display.

The future of many forms of retailing maydepend on some type of just-walk-out checkout system
thatresembles what Amazon has on display inSeattle. Online ordering is one major channel of future
retailing, butwhen it comes to food, customers have retained a preference for inspecting theitems
they're consideringandevaluating them themselves. And IT committed to supporting retail
operations maybefiguring outsooner, ratherthan later, what systems are going to need to be
implemented to retain such customers.
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a partnership with Google.”

Page |

Google Home’s Door Is Open To Developers, But Users Have To

Wait Outside A Little Longer
December 9,2016

Googleis announcing today thatit’s ready to let devel opers create “conversation actions,” little bots
thatyou’ll beableto interact with using the Google Home s peaker. Though the company wouldn’t
say when Home and the Google Assistant would be fully open to third-party developers beyond
“early nextyear,” some partners thathave already been working withthe company couldannounce
new actionsinthe coming weeks.

The actions willletyou ask the speakera questionandthen havea chataboutit — theexample
Googlegavein Octoberwas orderinganUber, then clarifying you wantan Uber XL. That whole
conversation actually won’t be with the Google assistant, though. Once yousay the keywordfor a
third-party action, you'll start talking to that company’s bot instead of Google’s. Making a decent
conversational botis hard, soGoogleis suggesting services like its own API.Al, which is meant to
simplify the process for developers.

Googlehasa lotof educationto do surrounding these actions — they’rea weird and new kind of
audio thingthatsits somewhere between a website, a chatbot,and anapp. They’resimilarto the
“skills” on Amazon’s Alexa platform, but there are some important differences.

The firstand mostimportant differenceisthat Googleis notgoingto createan “Action Store” where
users can select whichones they wantand “install” them on Google Home. Instead, Googleitselfis
goingtoapproveall the keywords that developers wantto usetoinvoke their actions and make them
all available to everybody.

That effectivelymeans that actions will be curated by Google (likeanappstore), but users won’t have
to install anything before using them (like the web). “It's nota direct analog to anyexisting
ecosystem,” says Jason Douglas, director for actions on Google.

Therewill beappstore-like policiesinplace to prevent things like keyword camping — one devel oper
using another company’s name for their actionor another devel opertryingto jumpon owning
important keywords like “shopping.” Douglas says that “thisis a large reasonfor there being a review
process. Much of the policy complianceis this process of name selection. “

Those policies will also prohibit “the things that youwould expect policies around,” Douglas says,
including “hate speech and thatsort of thing.” When | asked if Google would allow something like a
sex chatbot, Douglas demurred from giving a hard no, butitsounds like the available actions will hew
more closelyto app store policies thanthe wild, open web. “The full policies will be published,”
Douglassays. “It's not completelyopen-ended. [There are] general policies around acceptable
behavior.”

Another nuance worth notingis thattherearetwo different kinds of actions: directand
conversational. It's onlythe latter that Googleis inviting devel opers to work on. Direct actions —
things thatdon’trequirea conversation, suchas turning on your lights or playing a song — still
requirea partnership with Google.

Putitall together and Douglasisright: thisisa new kind of ecosystem, and determining the ways and
rules of itis going to be complicated for Google, devel opers, and users. Take one example: how will
users even know whatactions are available? Google’s not readyto reveal thatyet. The question of
how Google approach “discovery and promotion,” as Douglas callsit, is also going to unanswered
until “earlynextyear.”
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And so alongside Siriand Alexa, the Google Assistant lives in a weird zone that’s simultaneously more
openandlessopenthanappstores. You canget moreinformation from more places simply by
asking, butyou canonly askbots thatthese companies have approved. And since these assistants
typically onlygiveyou oneanswer, there’s still the fear that the answer you get will be based on
partnershipsinstead of something more transparent — a new kind of internet bundle.

For Google’s part, thatsort of closed-ecosystemis not the goal for the Google Assistant. Douglassays
that “Wedo wantto be a fair ecosystem, because that's whatright fortheuser,” andthat “we're
trying to bethoughtful aboutit.”

Butthose philosophical ecosystem concerns don’t feel especially urgent atthis early stage — Google
justneeds to getthe developers’ new actions for Home working and outthe door to consumers. It
alsoneeds to enable more complicated actions like buying and booking stuff. In short, it has to build
an assistant ecosystem that can compete with Siri, Alexa, and Cortana.

And beyond that, it needs to ensure thattalkingto Homeis consistent with using the other places
where users can ask the Google Assistant for answers: Alloandthe Pixel. Douglas says “Actions on
Google will eventually be everywhere the Assistantis.”

Googlesaysthatall ofitisontheroadmap andis “comingsoon.” Until then, it’s focused on getting
developers making things for Google Home. Amazon’s Echomay have a long head start, but Googleis
rushingto catchup.

Mergers and Acquisitions

Skyscanner’s $1.7 Billion Sale To China’s Ctrip Is Now Complete
December9,2016

Scottishtravel startup Skyscanner is now officially owned by Chinese online travel giant Ctrip, as the
£1.4 billion(USDS$1.74 billion) acquisition has been finalized.

The deal wasfirstannounced on November 26, and given thatithadalready been approved by both
companies’ directors, itwas really just waiting on “customary closing conditions.” Buttoday marks a
milestonein what has been a remarkable journeyfor a companythatbuilta major global business
fromits HQin Edinburgh, while taking on relatively little outside investment, for the most part.

Foundedin 2003, Skyscanneris one of theworld’s largest travel search engines by traffic. The
company raised £128 million (USD$192 million) late last year, but for most of its history Skyscanner’s
biggestinvestor was Scottish Equity Partners — whichhad plowed approximately $4 million into the
companyin 2007 — though Sequoia Capital followed up withan undisclosedamountin 2013, which
reportedly valued Skyscanner at $800 million.

Inaninterview with VentureBeat |ast month, Williams explained why he decided to sell, rather than
going public. “The combination of operational independence Ctrip affords us was (andis) extremely
attractive,” Williams said. “This, combined withtheincredible knowledge they bring to Skyscanner
and their similar passion for solving the hard problem of travel search, meantitfeltlikea natural
progression for Skyscanner.”

The timing of the sale was also notable as fellow Edinburgh-based unicorn FanDuel had shown its exit
cardsjusta week before, when itrevealed plans to merge with fantasy sports rival DraftKings. While
FanDuel’s path to merging will likelyface some turbulence inthe form of scrutinyfrom antitrust
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watchdogs, Skyscanner’s exit route has been plainsailing — 15 days from announcement to
completion.

“Today marks the day that we move from a private VC-funded company to one thatis the strategic
partner of Ctrip, one of the most successful online travel companies in the world,” explained
Skyscanner cofounderand CEO Gareth Williams. “Thisis a milestone, but like real milestones, itisat
the sideoftheroad andis nottheroad itself.| amlooking forward to working with Ctrip to do all we
cantosolvethe problem of organizing travel — a problem which is farfrom resolved and one which
continuesto drive me, personally, as well as everything we strive to do at Skyscanner.”

Spotify Has Backed Out Of Talks To Acquire SoundCloud

December 8,2016

The digital music marriage that many wanted to happen isn’t happening afterall. Spotifyhas given up
onits latest effortto buy SoundCloud following months of talks between the two, according to a
sourceatSpotifywhois familiar with discussions.

The Financial Times reported inSeptember thatthe duo werein “advanced talks” over an acquisition
— things went pretty quiet afterthat, but we now understand that the deal died this past week. The
sourcetold TechCrunch that the company ultimatelywalked away becauseitfeared thatan
acquisition could negatively impactits IPO preparation.

Spotify hasn't officially saidit willgo publicin 2017, but there has been plenty of speculation,
including a funding round withincentives tied to a listing. The source s aid Spotify went coldon
SoundCloudbecause “itdoesn’t need an additional licensingheadachein a potential IPOyear.” That's
in referenceto the complexityandfinancial cost that comes with negotiating with musiclabels,
somethingthatis hugely importantto SoundCloud, which has a far larger catalog of tracks thanother
services becauseitcatersto creatives, indies and remixers.

Neither Spotify nor SoundCloud hadresponded to requests forcomment at the time of writing. We'll
updatethisstoryifandwhenthey doreply.

Spotifyisreported to have declined to acquire SoundCloud two other times over the pasttwo years,
the FTsaid, witha proposed price apparentlythe sticking point on those occasions. Beyond
expanding Spotify’s ad network and userbase, a deal was seen as key to strengtheningits positionas
well-funded competitors rampup their music services. Spotify passed 100 million users this summer,
of which morethan 40million are paying, but others are pushing hard. Apple Musicthis week hit 20
million subscribers just 18 months after its launch, while Amazon recently opened Music Unlimited in
the UK, Germany and Australia, its first expansions outside of the U.S.

A Spotify IPOisamong the hotly anticipated publiclistings from the tech sector nextyear. The
Sweden-headquartered company raised $1 billioninconvertible debtin March this year with terms
thataremostfavorableif Spotifygoes publicin 2017, as we explained at the time:

If Spotify doesn’t perform well, some aggressive deal terms could costita | ot of money.

TPGand Dragoneer getto convertthe debtto equity ata 20% discount of whatever share price

Spotify sets for aneventual IPO. And ifitdoesn’t IPO withinthe nextyear, thatdiscountgoes up 2.5%
every extra sixmonths.
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Spotify also has to pay 5% annual interest on the debt, and 1% more every six months up to a total of
10%. And finally, TPG and Dragoneer cansell their shares just 90 days after the IPO, beforethe 180-
day lockup period ends for Spotify’s employees and otherinvestors.

The end of these talks with SoundCloud are another indicator of Spotify’s IPO ambition and,
unfortunately for musicfans, meansa union between two of the biggest names in the digital
streaming businessisn't happening — for now atleast. Itremains to be seen if Spotify might pursue
SoundCloudagainin thefuture, as a publiccompany.

Of course, that’s also dependent on SoundCloud’s business, which has evolved significantly in2016.

Estimates suggest SoundCloud’s annual revenue jumped 43 percent year-on-yearto reachalmost $28
million, thanksin a large partto the $9.99 subscriptionitintroduced this year, butithas never been
profitable. The Berlin-based startup’s most recent filings show itlost $44 millionin 2014 that was
enough for auditor KPMG to warn in early 2016 of the need to raise additional financing to continue
its business. It remains to be seen how that monetization push has changed its financial health.

Industry Reports

SoftBank's Masoyoshi Son Promises Donald Trump S50 Billion

Investment In The US
December 8,2016

Asia's two largest technology companies announced they want to expand investmentsinthe United
States as President-elect Donald Trumpurges to bring manufacturing jobs back.

Softbank Corp's Masayoshi Son, a businessmanworth billions, pledgedinvestments in the United
States worth $50 billion. Apart fromthat, Foxconn, the supplier for AppleInc. also stated itwasinthe
initial stages of discussingexpansion of operations inthe United States.

The incoming U.S. president reportedly met with a couple of other business tycoons atthe Trump
Tower. Big names included CEO Marion Blakey of RollsRoyce North America Inc.,andRobert
Johnson, founder of Black Entertainment Tel evision. Trumpwas also scheduled to meet CEO Rex
Tillerson of Exxon-Mobil Corp. next week.

More About The Venture

The investment pledge would help create around 50,000 new jobs as well as rekindled s peculations
thatSoftbank's Sprint, one of the country's biggest telecoms with 82 percent shares owned by
Softbank, would renew its mergerand mobile deals talks with T-Mobile US, Inc. that died due to
pressurefromregulators.

The $50 billion investment, which was announced together by Masayoshi Son and Donald Trump in
the lobby of Manhattan's Trump Tower, would come from Softbank's $100 billion technology
investmentfund to be set up with Saudi Arabia's sovereignfunds and other prospective partners.

Both businessmen did not provide a detailed timeline for the massive investment, however. The lack
of information on the timetable prompted hesitations on whether the promisedamountand jobs
would be met, especially following news that Sprint slashed its employees to cut backafter huge
losses.
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Masayoshi Son's business partner and Apple's supplier Foxconn, would invest anadditional $7 billion
worth of investments and would create another 50,000jobs inthe nextfew years.

Softbank's Shares

Now amongJapan's largest telecommunications company, the Tokyo-based Softbank Corp has at
least 63,000 employees, humanoidrobots ready for deployment, solar power plants, financial
technologybusiness, and ride-booking services.

Backin October, beforethe U.S. Elections 2016, Softbankannounced that Saudi Arabia's Public
Investment Funds (PIF) couldbeits lead partnerinthe huge $100billiontech investments plus it
couldinvest as much as $45 billion overthe course of the next five years.

Softbankis a diverse company holding stakesinone of China's biggest e-commerce companyAlibaba.
Its desireto step up itsinvestmentsin otherareas also prompted the Japanese conglomerate to
purchase Arm Holdings, a computer chipset manufacturer basedin the United Kingdom, for $32
billionearlier thisyear.

Applels King Of A Flat Smartwatch Market, IDC Says

December 7,2016

Appleholdsthe dubious distinction of |eading a worldwide smartwatch market that has fallenflat,
accordingto fresh data from IDC. But the company insists sales of the Apple Watch are strongerthan
ever.

The marketresearch firm reported this week thatthe overall wearables market grew 3.1 percent year
over year in thethird quarter. That modest traction was almost entirely to demandfor fitness bands,
which saw double-digit growth and accounted for 85 percent of the wearables market.

Fitbitshipped5.3 million units to lead the market with a 23 percentshare, seeing 11 percent growth,
followedin order by Xiaomi and Garmin. Apple claimed a mere 4.9 percent of the wearables market

as Apple Watchshipments plummeted 71 percent, IDC estimated, although the companystill owned
41 percent of the smartwatch market.

“Apple’s decisionto launch its second-generation watches in mid-September, towards the end of the
quarter, didcontributeto its year-over-year declinein3Q16,” IDC wrote. “However, the primary
reasons forthe downturn werean aging lineup andan unintuitive user interface. Thoughboth issues
have been addressed withthelatest generation of watches, Apple’s success will likelybe muted as
the smartwatch categorycontinues to be challenged.”

Apple CEO Tim Cook told Reuters this week thatthe company’s smartwatch recentlysaw record-high
sales, however. Cook didn't exactly refute IDC’s data—and he declined to give specificsales figures—
buthe claimed the gadget “looks to be one of the most popular holiday gifts this year,” Reuters
reported.

“Sales growthis off the charts,” Cook reportedly saidvia email. “In fact, during the first week of
holiday shopping, our sell-through of Apple Watch was greater thananyweek in the product’s
history. And as we expected, we'reon track forthe best quarter ever for Apple Watch.”

As The Register observed, it’s possible that both Cook and IDCare making accurate claims. Record-

high one-week sales of the Apple Watch 2 might not have done much to offset dismal sales earlierin
the quarter, andit’s certainly conceivable that momentum could carry throughthe holidays.
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Butthe smartwatch sector has clearlyfailedto live up to a significantamount of hype. IDC reported in
October thatglobal smartwatch shipments sank 52 percentin the third quarter dueto a lack of new
devices and platforms. Meanwhile, Pebble was acquired this week by Fitbit forless than $40million,
accordingto a Bloomberg report, although its debt and other obligations exceed thatsum. And
Lenovo’s Motorolasaid last week thatit has scratched plans to release a new smartwatch, saying
demand simply doesn’twarrantit.

The smartwatchmarketisn'tdead, of course, but devel opers andvendors have yet to come up with
devices consumers find truly valuable. And it may take a few moreyears beforethey do so.

“Smart wearables have been down in recent quarters, but clearly notout,” IDC Research Manager
Ramon Llamas said inthe firm’s press release. “As usertastes change, sowill their needs. That's the
opportunity for smart wearables with multi-functionality and third-party applications, both for
consumers andbusiness users. To get there, we need to see moreintuitive userinterfaces, seamless
user experiences, standalone connectivity, and applications that go beyond health andfitness and
into personal and professional productivity.”
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