The Metaverse’s Growing Pains —
Where Do We Go From Here?

FTI Consulting: Metaverse Credentials
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The metaverse has gone through a massive hype
cycle, both consumer- and investment-led, in the
last 18 months

This is not unique when considering
transformative concepts and is arguably a good
way to apply technological Darwinism

Now is a good time to get REAL and assess the
next stage of the evolution of the metaverse




While the initial hype has died down...
1 The shiftin consumer behavior has begun

2 Businesses continue to experiment and are
already identifying where value can be created

3 Tech funding and venture investment on
substantive projects remain high

To identify true opportunities, we need a data-
driven approach to separate myths from realities




"= Partl:Getting Real —
What’s the State of Play?

Insight #1: Customer Perspectives
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Customer
Perspectives

FOCUS OF THIS DOCUMENT

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?
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Although Metaverse Awareness is Increasing, Enthusiasts
Remain a Small Portion of the Population

METAVERSE AWARENESS METAVERSE AFFINITY

1,239 689 % Change 1,239 % Change

-

2022 2023 2022 2023

Yes, | am aware and | regularly spend time in a metaverse playing and/or attending virtual events
. B Enthusiast
B Yes, | am aware, | have logged on and have attended an experience or played B Rejector
_ Aspirational
B Yes, | am aware but have never played/attended an experience or logged on to a metaverse B Unaware
B Curious
B No, | am not aware of the metaverse

Metaverse Awareness Survey Question: Are you aware of the concept for a new set of digital experiences called the metaverse?
Segment Definitions: Curious individuals have little participation currently in the metaverse, but will probably engage in the future
either through NFTs or experiences; Aspirational individuals currently participate in some metaverse experiences and are likely to
continue participating in the future; Enthusiasts currently participate in a variety of metaverse experiences, have purchased NFTs and
are very likely to engage in metaverse activities in the future.
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New Consumer Use Cases and Paradigms are Some of the
Fundamental Shifts that are Taking Place as a Result of
the Metaverse

VIRTUAL IDENTITY & PRESENCE

Meaning of personal identity is changing as
people spend more time in virtual worlds.
Money spent on in-game cosmetics shows
users value virtual appearance.

DIGITAL PARTICIPATION

Nature of interactions is evolving, becoming
more persistent and perpetual. Connections to
others are made across multiple devices.

DIGITAL OWNERSHIP

Economics of acquisition and value creation
with digital objects is changing. NFTs and
similar technology allow consumers to own
and transact digital goods.

VIRTUAL TRIBES & SOCIETIES

Nature of social relationships, norms and
group behavior changing and adapting to
virtual spaces.

CREATOR-CONSUMER CONVERGENCE

Blurring of creation and consumption paterns.
Users creating experiences as part of the
experience itself.

BEHAVIORAL TWINNING

Crossover emulation between physical and
digital behavior. Concerts, events, hangouts
going digital.
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Exploration and the Ability to Create are Key Drivers of
Consumer Interest in the Metaverse...

WHY ARE YOU INTERESTED IN PARTICIPATING IN THE METAVERSE?
(% of respondents, n=780)

. Exploration * o Creator [ Identity Dynamic

52%

50% 50%

44%  44%

44%

| would like to explore | like to be at the forefront | would like to reinvent | would like to build
new worlds of technology myself in this new world something new

B Curious B Aspirational B Enthusiast

Segment Definitions: Curious individuals have little participation currently in the metaverse, but will probably engage in the future
either through NFTs or experiences; Aspirational individuals currently participate in some metaverse experiences and are likely to
continue participating in the future; Enthusiasts currently participate in a variety of metaverse experiences, have purchased NFTs and
are very likely to engage in metaverse activities in the future.
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... While Monetization Ranks Lower in Terms of Importance;
Social Interactions Remain Relevant, Especially for
Metaverse Enthusiasts

WHY ARE YOU INTERESTED IN PARTICIPATING IN THE METAVERSE?
(% of respondents, n=780)

e——— Monetization —— . Community / Social interactions °

53%

320 34%

| would like an additional source | would like to meet new people My friends engage in the metaverse
of income and | don’t want to miss out

B Curious B Aspirational B Enthusiast

Segment Definitions: Curious individuals have little participation currently in the metaverse, but will probably engage in the future
either through NFTs or experiences; Aspirational individuals currently participate in some metaverse experiences and are likely to
continue participating in the future; Enthusiasts currently participate in a variety of metaverse experiences, have purchased NFTs and
are very likely to engage in metaverse activities in the future.
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Consumer intent has not
yet fully translated to sustained
commercial activity




Despite Virtual Land Sales as an Early Indicator of Potential
Consumer Interest, all Major Projects Have Seen Steep
Declines in Value

METAVERSE LAND FLOOR PRICES (% decrease from May 1, 2022 to March 17, 2023)

Otherside

The Sandbox
Decentraland
NFTWorlds

Worldwide WEBB

-92%
Arcadeland 959

TreeVerse

-96%

Fluf World 97%

-99%

Metroverse -100%

Byoland

B % ChangeinETH [l % Changein USD
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... and Growth in MAUs, and Revenue for Fortnite and Roblox,
Have Been Positive but Slowing as Consumer Interest
Matures After the Initial Hype

FORTNITE REVENUE (BILLIONS) AND MONTHLY ROBLOX REVENUE (BILLIONS) AND MONTHLY
ACTIVE USERS (MILLIONS) ACTIVE USERS (MILLIONS)

202

191

112

75

2018 2019 2020 2021 2018 2019 2020 2021

-- MAUSs B Revenue
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The Future Can Take a Long Time to Arrive: Smartphone
Sales Growth may Foreshadow the Adoption Trajectory of
the Metaverse

SMARTPHONE UNIT SALES (Millions)

1500 = Proto-Smartphones
1400 = iPhone & Android
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The metaverse is still in a nascent stage,
especially in terms of consumer adoption

Continued technological development and
corporate investment are likely to drive
an increase in the number of use cases
and therefore consumer involvement

and participation




= Part 1: Getting real —
What’s the State of Play?

Insight #2: Corporate Perspectives
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PART 1: GETTING REAL — WHAT’S THE STATE OF PLAY?

nirin

Corporate
Perspectives

FOCUS OF THIS DOCUMENT

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?
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Corporations are Beginning to Explore the Metaverse with
Four Key Domains in Mind

What customer value is
enabled through the
new business models?

How is this value

=

CONSUMER METAVERSE
B2C Use Cases

4

delivered through new
interaction models?

How is this value created
through new ways of
working with human
and machine capital?

INTERACTION
MODELS

T(@\
HUMAN

CAPITAL METAVERSE?
B2H Use Cases

W

L2
288

ENTERPRISE METAVERSE
B2B Use Cases

A4

INDUSTRIAL METAVERSE?
B2M Use Cases
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In Charting Their Paths in the Metaverse, Corporations are
Making Strategic Choices on Where to Participate

THE METAVERSE “LAYER CAKE?” (lllustrative / Non-exhaustive)

— Video Games — Meet-ups — Live Concerts

— Virtual Stores  — Fitness Classes =~ — Sporting Events

— Xbox — Nintendo — Playstation — Oculus — Samsung

— Skytech — HP — Alienware — iPhone — Google Pixel

— Huawei — Android — Playstation VR

— Minecraft — Somnium space — Playable worlds

— The sandbox — Decentraland — Fortnite — Animal crossing

— Hasbro — RTFKT — Mattel — FaZe — DC Comics — Disney

— NFL —Viacom — CBS — Moonbug entertainment

— OpenSea — PayPal — Digitalax — Overwolf — Republic realm

— Coinbase — RTFKT — Funko — Metamask

— Soul machines — Polystream — Helium — Pandorabots

— AWS — OpenAl — T Mobile — China Telecom — Playfab
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Tech Companies Have Been Approaching the Metaverse
from a Variety of Angles, Ranging from Investment to
Development Tools to Filing Patents for Future Growth

SOME SUCCESS STORIES / REQUIREMENTS /
PROMINENT CASE STUDIES CHALLENGES

AR & MR Studio

— Launched MARS, a mixed & augmented
UNITY reality studio @
— Most powerful tool on the market to create Upfront costs and

mixed-reality experiences complexity of the projects

Augmented Reality SDK =

— ARKit 5 - Apple’s Augmented Reality ——
APPLE — Software Development Kit

O
|l

|
Il

Required digital

— The SDK comes with a library full of AR code literacy
>
O
Metaverse Funds _)ﬁ
GOOGLE — Google has invested $39.5 million in a PE —
fund for all metaverse projects Interoperability between
platforms
Al Patents
— Amazon has filed two patent applications
AMAZON with the USPTO
« Robots featuring Al ] .
. Robots for security High cost of devices

« Retail stores for robots
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Retailers and Brands Have Been Early Adopters of the
Metaverse, but to Extract Maximum Value, a Holistic
Metaverse Strategy is Required

SOME SUCCESS STORIES / REQUIREMENTS /
PROMINENT CASE STUDIES CHALLENGES

Metaverse Experiences
— Roblox - 2021
— 20+ million total visitors Z

NIKE

— Games, events, gear

Be integrated

. . everywhere
NFTs with Physical Products
GAP — GAP NF'T Website - 2022.
— Collection of NFT hoodies; collectors
receive real sweatshirts
> o
Reimagine brick-and-
Virtual Store with Video Chat mortar
CHARLOTTE — CT virtual store - 2021
TILBURY — Live events, video chat for shared shopping

experiences

o

Embrace Al

Physical Accessories
— Fashion Week - 2022
— Accessories for crypto hardware wallets

FENDI,
LEDGER
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Consumers Want a Cohesive Experience on Mature Platforms
Vs. a Fragmented Set of Walled Gardens

If each of the following types of organizations offered its dedicated version of the metaverse with
associated experiences and content, which would you consider using?

) ) 52%
Social media 0
9%
50%
Game console
8%
) 42%
VR device
“ /\
33% Users perceive value in

Dedicated game platforms that expose them

o . 27% to multiple brands; social
Digital experience F platforms and game consoles
are primary candidates to be
Movie studio _4% the future winner
26%

19%

Connectivity/Telecom
18%

)
Retailers 18%
31%
o
Educational publisher 16%
15%
0 Corporations with lower
Consumer brands 14%
13% e;gagelment should embed
themselves in existing metaverse
iicosoes [ — < e o
experiences, such as social

and leagues 230,

media, console or VR worlds,

Educational institutions -13% rather than creating their own
17%
My local government 7%
services 17%

B Millennials & Gen Z (% of respondents, n=507) B Gen X & Older (% of respondents, n=250)
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Building the right experiences and tools to
realize the ultimate vision of the metaverse

and consumer adoption will require
significant investment

Both strategic and financial sponsors are

deploying capital to accompany the
development of various components of

the metaverse value chain




= Part 1: Getting real —
What’s the State of Play?

Insight #3: Investment Perspectives
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PART 1: GETTING REAL — WHAT’S THE STATE OF PLAY?

Investment
Perspectives

FOCUS OF THIS DOCUMENT

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?
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Investment Started with the VC and Tech Communities and
Has Now Spread to Blue Chips and Consumer Goods Brands

(Non-exhaustive)

Meta Qualcomm Alphabet Sony Walmart Disney Sotheby’s
Microsoft

O
e
5 Unity Verizon SK group Amazon Niantic Dapper Warner Bros.
=
(V)

Nvidia AT&T Alibaba Take-two Epic Animoca

group games brands
Tencent
Sequoia BlackRock SoftBank group Eight roads
White Star Andreessen . .

Mubadala Capital Horowitz Tioga capital
=
‘;’ EdenBlock BainCapital Blockchain _Indico
= capital Capital partners
=
T™

Paradigm 10T holdings Plutusvc

Gumi Cryptos
Libertus Capital
< Technology Experiences >
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The Metaverse Has Seen Significant Investment Since 2016
Across all Layers, with Outsized Investment in the Experience
and Technology Layers

0 % J:El % Immersive
B| (5 & hardware used
by customers to
112 454 $8.4 billions engage with the
Access Layer companies deals deal volume metaverse

T Content
1o 1k
O CD (= r:h % developed for the
011
o = m metaverse,
targeting
1,572 4,561 $41.2 billions individuals and

Experience companies deals deal volume enterprises
Layer

oan 1EHE o
ol J:El % Infrastructure
516 B aNm P m technologies to
power the
1,420 3,012 $41.0 billions metaverse
Technology companies deals deal volume
Layer
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Access Layer: While Deal Count in the Access Layer Has Been
Steadily Low Over the Past 7 Years, Deal Volume is Driven by
a Few Large Transactions

ACCESS LAYER: NUMBER OF DEALS (2016 - 2022)

76
71

63 60

Augmented Reality Glasses 67

66
B Virtual Reality Headsets
B 'mmersive Reality Accessories

B Holographic Displays

2016 2017 2018 2019 2020 2021 2022

AVERAGE ($M) AND TOTAL ($M) DEAL VOLUME (2016 - 2022)

(os) (s2) (o) (1) (aee) (Bas) (w9)

2,450

(O Average deal volume
Augmented Reality Glasses

B Virtual Reality Headsets

B Immersive Reality Accessories

B Holographic Displays

2016 2017 2018 2019 2020 2021 2022
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Experience Layer: Historically, loT Has Shown the Highest
Funding Activity in Terms of Both Deal Number and Value

EXPERIENCE LAYER: NUMBER OF DEALS (2016 - 2022)

Entertainment
Art & Collectibles
Blockchain Gaming

B Decentralized Social Media 709 661
638 674

926

B Immersive Gaming
B Music & Events

Enterprise
B Collaboration & Prod.

B Industrial - Immersive
B Industrial - Digital Twins

B Industrial - l1oT 2016 2017 2018 2019 2020 2021 2022

AVERAGE ($M) AND TOTAL ($M) DEAL VOLUME (2016 - 2022)

. Avg. deal volume in Entertainment segment
Entertainment

Art & Collectibes (221)

Blockchain Gaming Avg. deal volume in Enterprise segment

B Immersive Gaming 16,000
B Music & Events

Enterprise

B Collaboration & Prod.
B ndustrial - Immersive
B Industrial - Digital Twins
B Industrial - loT

2016 2017 2018 2019 2020 2021 2022
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Technology Layer: Driven by the Exponential Rise of Interest
in NFT and DeFi, Technology Has Attracted Significantly
Larger Investments Since 2020

TECHNOLOGY LAYER: NUMBER OF DEALS (2016 - 2022)

Web3
Blockchains
NFTs 949

B Smart Contracts 833

B DAOs

B Digital Identity

B Decentralized Finance

Networking
B Photonic Computing
I Satellite Internet
Data Center Optimization
B 10T Networking
B Semiconductor Design & Pack. 2016 2017 2018 2019 2020 2021 2022

AVERAGE ($M) AND TOTAL ($M) DEAL VOLUME (2016 - 2022)

Web3 Avg. deal volume in Web3 segment

Clockchains (22)
NFTs

Avg. deal volume in N&C segment

B Smart Contracts
B 020 €@ €& & O O

B Digital Identity 11,348
B Decentralized Finance

10,731

. 8,053
Networking

B Photonic Computing
[ Satellite Internet
Data Center Optimization
B 10T Networking
B Semiconductor Design & Pack. 2016 2017 2018 2019 2020 2021 2022
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There is a Direct Correlation Between the Stage of
Development of a Metaverse Layer and the Potential Risk
and Returns of Investment in it

NUMBER OF COMPANIES WITH 3+ DEALS FROM 2016 to 2022!

Access Layer Experience Layer Technology Layer
33
27

8

N

Immersive Hardware Entertainment Enterprise Web3 Networking &
Computing

TOTAL RAISED ($SBN) BY COMPANIES WITH 3+ DEALS FROM 2016 to 2022

Access Layer Experience Layer Technology Layer
9.7
7.2
4.8 5.3
Immersive Hardware Entertainment Enterprise Web3 Networking &

Computing
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The Enterprise and Network & Computing Segments are
the Most Mature Layers with the Least Investment Risk and
Shortest Investment Horizon

, Layer Investment Investment
@ Lov/short @ High/Long Maturity Horizon Risk
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ACCESS: IMMERSIVE HARDWARE

o Immersive Hardware is a challenging vertical due to
advanced technological requirements, high capex needs
and tough competition

EXPERIENCE: ENTERTAINMENT

o The Entertainment segment can potentially exploit a large,
still-untapped customer demand, pending stronger
infrastructure and access hardware

EXPERIENCE: ENTERPRISE

e The Enterprise segment is driven by companies craving to
implement new solutions to boost productivity and
efficiency and improve working conditions (e.g. WFH)

TECHNOLOGY: WEB3

° Web3 is a volatile segment with outsized participation,
but with a low survivability rate in the medium to
long term

TECHNOLOGY: NETWORKING & COMPUTE

° Networking & Computing segment is mainly driven by strong
demand for better infrastructure and is perceived as having
safer returns in the medium to long term by investors



As the Metaverse is Still in its Early Stage, Investors with
a Long-term View and an Eye to Building “Segment
Champions” are Likely to Drive M&A Activity

M&A MARKET DEVELOPMENT

The Enterprise segment is driven by
companies craving to implement new
solutions to boost productivity and efficiency
and improve working conditions (e.g., WFH)

WIN-ALL
CHAMPION ON THE STAGE

Consolidation around single players
within certain sub-verticals to create a
win-all champion at early industry
development stage

INCREASING FOCUS ON
RISK, RETURN & MATURITY

The M&A track record shows increasing
investor focus on sub-verticals with a
visible customer base, more tangible use
cases and a well-defined positioning within
the current and future metaverse ecosystem

INVESTOR TYPE & EXITS

Acquisition by a strategic investor is
currently the most common exit path
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"= Part2: Whatls Real, What Is not —
What Does The Data Tell Us?

Insight #4: Is the Metaverse catering Only
to younger demographics?
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PART 1: GETTING REAL — WHAT’S THE STATE OF PLAY?

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?

Is the Metaverse
Catering only to
Younger Demographics?

FOCUS OF THIS DOCUMENT
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Historically, the adoption of emerging
technologies has been spearheaded by
the younger, more tech-savvy generations

But data suggests that older generations
are likely to engage with the metaverse at
higher rates than initially anticipated




Historically, Older Generations Have Been Fast Followers in
Adopting Emerging Technologies

SMARTPHONE OWNERSHIP SOCIAL MEDIA USAGE

-8 Millennial -8- Millennial

-®— Gen X - Gen X
92% 93% 85% 86%

=®— Baby Boomer =®— Baby Boomer

4/

81% I/F —°

46%
23%
7/ 7/ 7/
V&4 V&4 V&4
2011 2018 2019 2005 2012 2018 2019
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Metaverse Awareness and Participation Across all
Generations Have Increased Significantly Year-Over-Year

MILLENNIAL & GEN Z AWARENESS GEN X & OLDER AWARENESS

610 573 % Change 630 510 % Change

2%

16%

-24%

2022 2023 2022 2023

Yes, | am aware and | regularly spend time in a metaverse playing and/or attending virtual events
B Yes,| am aware, | have logged on and have attended an experience or played
B Yes, | am aware but have never played/attended an experience or logged on to a metaverse

B No, | am not aware of the metaverse
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Interest in and Understanding of the Metaverse is
Increasing Across All Generations, Even Among Gen X

and Older Individuals

METAVERSE AFFINITY BY GENERATION

1,239 610 630 B Enthusiast 689 403 286
3% | 2% Aspirational
B Curious
B Rejector
B Unaware

The data depicts a
generational divide not
only in participation,
but also in the
underlying buy-in

All Millinnials Gen X & All Millinnials Gen X &
Respondents & GenZ Older Respondents & GenZ Older

2022 2023

Notes: Segment Definitions: Curious individuals have little participation currently in the metaverse, but will probably engage in the future either
through NFTs or experiences; Aspirational individuals currently participate in some metaverse experiences and are likely to continue participat-
ing in the future; Enthusiasts currently participate in a variety of metaverse experiences, have purchased NFTs and are very likely to engage in
metaverse activities in the future, Rejectors are aware of the metaverse but don’t participate and don’t plan to in the future, Unaware individuals
are unaware of the metaverse, although they may participate in some facet (e.g., have bought cryptocurrency or have played a P2E game.
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Across Generations, the Metaverse's Social and Leisure
Experiences Draw Similar Interest

Which of the following activities would you be interested in experiencing in the metaverse?

Playing video games (e.g., Fortnite)

Live performances (e.g., music concerts, standup comedy)

Social media (e., connecting with friends, selfies and stories, record videos,

51%
47%

47%

live stream) 47%
Live events (e.g., album release party, launch party) - 36%
Networking events (e.g., coffee chats) - 33%
Meetings (e.g., conferences, office meetings) - 30%
Consume traditional media content (e.g., watch videos, watch films in virtual - 24%
theaters, watch TV, listen to podcasts, read articles, 3D/VR versions of movies) 23%
Betting (e.g., sports betting, slots, casino, etc.) - 21%
21%
[ iti i 19%
Learning opportunities (e.g., virtual classes, VR courses) - 1
o
Interactions with favorite celebrities (e.g., meet-ups, cameo in the metaverse) E 19%
(1]
Shopping (e.g., visiting a virtual retail store) ‘ 260

Dealing with administrative tasks (e.g., going to the DMV in the metaverse)
Dating
Art exhibitions

Property buying

B Millennials & Gen Z (% of respondents, n=757)

14%
0%

11%
9%

14%

6%
%

F

B Gen X & Older (% of respondents, n=757)
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Metaverse affinity and participation display
similar characteristics to other emerging
tech, with younger demographics adopting
early and older demographics increasing
engagement over time




"= Part2: Whatls Real, What Is not —
What Does The Data Tell Us?

Insight #5: Does the Crypto Winter Marks
the End of the Metaverse?
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PART 1: GETTING REAL — WHAT’S THE STATE OF PLAY?

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?

Does the Crypto
Winter Mark the End
of the Metaverse?

FOCUS OF THIS DOCUMENT

ﬁF T |
CONSULTING



Metaverse-adjacent innovations such as
cryptocurrency and NFT projects have
experienced declines in demand and price,
exacerbated by recent scandals.

But, even through these headwinds, interest
and participation in the metaverse remain.




Popularity of Crypto and NFTs Has Decreased from All-time
Highs, but that Does not Mean the Metaverse is Over

ETHEREUM HISTORICAL PRICING ($)?

5,000
4,000
3,000
2,000

1,000

1/1/2021 7/1/2021 1/1/2022 7/1/2022 1/1/2023

WORLDWIDE GOOGLE SEARCH INTEREST FOR THE TERM “NFT”

100
100

80

60

40

20
10

1/1/2021 7/1/2021 1/1/2022 7/1/2022 1/1/2023
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There are Clearly Still Many Challenges from an Experiential
Standpoint Across the Metaverse Ecosystem

WHAT ARE SOME CHALLENGES YOU ARE FACING IN USING THE METAVERSE? (% of respondents, n=364)

There are too many different worlds 23%
| can’t move around worlds easily 20%
It’s difficult transacting within
19%

the metaverse

It’s difficult to get my friends onboard 18%

There isn’t enough of my favorite

)
brands / passions in the metaverse 18%

It’s difficult transferring digital

.. 6%
currenciles into CaSh
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Like all Emerging-technology Hype Cycles, the Initial Frenzy
Is Followed by a Phase of Maturity, Productivity and
Improvements in Technology and Experience

BLOCKCHAIN & WEB3 HYPE CYCLE

A

Web3 .
\
Oracles .
RN
Zero-Knowledge Proofs \\\\ AN Lar2
NN .
Enhanced Blockchain '\ "\ % Decentralized Exhanged
asaService '\ M} () Decentralized Identity
\ NFT
CeDeFi/CeDex - .. () Blockchain and loT
‘£ Decentralized Autonomous Stablecor
o Organization ablecoins
E Tokenization
= Authenticated ) Blockchain Interoperability
8 Provenance () DeFi
o Secure Multiparty Computation
o
() Smart Contracts
Cryptocurrencies
Metaverse yprocu |
() Decentralized Applications
Blockchain Wallets
(J Consensus Mechanisms
@
Blockchain Platforms
v
< >
Innovation Peak of Inflated Trough of Slope of Plateau of
Trigger Expectations Distribution Enlightenment Productivity

TIME

Plateau willbe reached: @ <2yrs. (O 2-5yrs. @ 5-10yrs. | >10yrs. @ Obsolete before plateau
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Interest is Resurging Despite Negative Recent Developments
in Metaverse-adjacent Industries, Such as the FTX Scandal

and Crypto Winter

NFT SALES (Billions) VS. UNIQUE BUYERS (Millions) OVER TIME — Unique Buyers (Millions) Il Sales ($B)

Main catalysts for Jan. bull run were the
crash in ETH price and launch of Phantabear,

increasing popularity of NFTs in Asia 6.4 Growth driven by
: launch of Yuga Labs’
1.30 Otherside land plots
\/ Potential speculative
5.1 rebound - mainstream
Driven by launch of vari- 1.04 more use cases
ous projects such as Cryp-
toPunks, Bored Apes, Art 4.2 \/_
Blocks and Parallel Alpha 3.9 0.83
3.3 3.2
0.64
0.61
1.0 1.0 1.0
0.7 0.7
0.6 0.6 0.5 0.5
c Q0 o ot > C = D o 5 5 &) c Q0 < ol o S = D a w 3 O c Q0
S P =<5 35 2 o =z a8 ¢ s << s 35 2 o =z 48 382
2021 2022 2023
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Although Pessimism Has Followed Publicized Sector
Missteps, There are Signs of Longevity in Consumer Interest

Significantly decreased my desire

How have the recent

cryptocurrency missteps (e.g., Slightly decreased my desire
FTX) affected your desire to play
Web 3.0 / P2E games (e.g., No change 39%
Splinterlands)?

Slightly increased my desire
(% of respondents, n=907)

Significantly increased my desire

Highly likely
Among respondents that have not
purchased an NFT in the last 12 Somewhat likely
months, what is the likelihood you
purchase an NFT in the next Might or might not

12 months?

Somewhat unlikely
(% of respondents, n=239)

Highly unlikely 44%
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We are Entering the Part of the Life Cycle Where “Scammy’
Projects are Dying Down and Interest is Growing in More
Substantive and Robust Experiences

CALVARIA

— Calvariais a P2E card game where players assemble 3D NFT battle cards to compete against others
— To start, users buy RIA, the game’s native cryptocurrency, which allows them to purchase an initial
set of cards

« As players win, they can earn eRIA game tokens that can be used to upgrade a player's deck or
convert to RIA

— Expected to release in Q2 2023, the game has already raised $3 million in presale for the SRIA token

THE SANDBOX

— The Sandbox is a platform where users can own land, build games and 3D creations, and share
with others in the metaverse
 Users have complete ownership of their creations as NFTs which can be traded on the various
marketplaces

— Despite 2022 crypto headwinds, The Sandbox had high usage with over one million unique users
and an average of 56k MAUs

« In addition, almost 10,000 digital LAND parcels were sold for an
average return of 109%, with prices only dropping to ~$2,000/parcel during the crypto crash in
November 2022
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Next-gen NFT Initiatives Will Prioritize Consumer Value and
Utility, Unlike Previous Ones that Mainly Attracted Speculators

FIRST-GENERATION NFT INITIATIVES NEXT-GENERATION NFT INITIATIVES

Paramount Star Trek NFTs Clinigue Smart Rewards

There has been backlash in the Star Trek Clinique Smart Rewards members had a chance

community as NFTs launched by Paramount to enter an NFT raffle by sharing inspirational

have not gained traction with the fan stories on Instagram, TikTok and Twitter

community — The top three would be rewarded

— Many of these NFTs were purchased by with two of the brand’s products and
speculators as financial investments color-changing NFT art that symbolizes
rather than fans purchasing as memorabilia the theme of those items

Porsche NFT Collection
Starbucks launches Starbucks Odyssey

Porsche halted minting and reduced the supply
of NFTs after a failed launch due to customer
complaints

Starbucks Odyssey is a loyalty program that
allows its members to earn and buy NFTs
through activities such as playing interactive
games or taking on fun challenges related to
their knowledge of coffee and Starbucks

— Fans complained about high mint prices
and lack of utility for the NFTs during
launch; Porsche is trying to remedy
the latter
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"= Part2: Whatls Real, What Is not —
What Does The Data Tell Us?

Insight #6: The Metaverse is Just Another
Sales Channel with no Utility
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PART 1: GETTING REAL — WHAT’S THE STATE OF PLAY?

PART 2: WHAT IS REAL, WHAT IS NOT — WHAT DOES THE DATA TELL US?

Is There any Utility
in the Metaverse?

FOCUS OF THIS DOCUMENT
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As the Metaverse Continues to Evolve, the Market is
Expected to Grow at a ~37% CAGR into 2030, Reaching

~S$3.17 Trillion in the Moderate Scenario

METAVERSE MARKET SIZE SCENARIOS

— Optimistic Scenario —— Moderate Scenario = Conservative Scenario

5.0
4.5
4.0

3.5

3.0

2.5

2.0

1.5

1.0

0.5

2023 2024 2025 2026 2027 2028 2029 2030

Note: Includes virtual assets, advertising, AR & VR hardware, digital media, live entertainment
Source: Statista, World Economic Forum
https://www.weforum.org/agenda/2023/02/chart-metaverse-market-growth-digital-economy/

$4.44 Trillion

$3.17 Trillion

$1.91 Trillion
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Metaverse Use Cases are Quickly Surfacing Across a Broad
Range of Industries

HEALTHCARE $9.6 Billion in value in the next five years due to increase
in telehealth services and technological advancement

Q%L& AR/VR market in healthcare is poised to reach nearly

Rising internet penetration and COVID-19 escalated
EDUCATION global E-learning, with the market reaching $305
Billion in 2022 and expected to grow

== Financial services organizations are exploring a
00 variety of applications, including virtual branches,
FINANCE new loyalty models and subscriptions, bankin
i rmn ran e PO, BATEnE
marketplaces and more
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Healthcare Oroviders Have Quickly Adopted AR/VR
Technologies as a Means of Advancing Patient Care, but
Challenges Remain

SOME SUCCESS STORIES / REQUIREMENTS /

PROMINENT CASE STUDIES CHALLENGES
AR Glasses for first responders
THIRDEYE — Share live video/.aud.io with remote physicians <=
— Over 40% reduction in unnecessary Upfront costs and
emergency transports complexity of the projects
XR for healthcare education
BIODIGITAL — Fail-safe immersive anatomy education
— Used by +4 million students and clinicians Privacy and security

maintenance

VR for mental/behavioral health <$\
BEHAVR — Immersive VR environments </

— Practice coping skills and anxiety management High costs of
wearables and other

metaverse gear

NFT medical records m
AIMEDIS — In-house NFT marketplace &/
— Patients to process their data as NFTs, send
to providers and be monetized Interoperability
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Virtual Learning is Starting to Include AR, VR and MR
Experiences Across Environments, from Both “direct-to-
learner” and In-house Enterprise Perspectives

SOME SUCCESS STORIES /

PROMINENT CASE STUDIES

Interactive Learning

THIRDEVYE — Virtual lab experiments with

developmental feedback
— Used by 1,000+ institutions

Hands-on training

BIODIGITAL — Multisensory VR fire training

— 100+ fire associations across 30 countries

Immersive learning edutainment

Metaverse

— During CES 2023, Roybi released the digital
platform RoybiVerse, which creates

experiences in which users fulfill learning
needs for each other

BEHAVR

“The Metaverse offers endless opportunities to educate children, from
teaching kids piano to learning about the different part of a human body in
a safe environment.”

Head of Strateqy, Roybi

REQUIREMENTS /
CHALLENGES

Privacy & cybersecurity

|
I

-
Required digital literacy

2

High cost of devices

ey

Socialization & ‘“soft-
skill” development

o

=
:

Connectivity
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Financial Services Organizations are Exploring the Metaverse
by Expanding Services, Customer Interactions and Offerings
Related to Crypto and Web3

SOME SUCCESS STORIES / REQUIREMENTS /
PROMINENT CASE STUDIES CHALLENGES

=

Virtual office space —0
HSBC — Developing a virtual office in the Interoperability between
blockchain-based platform The Sandbox platforms
a
. . Privacy and
Virtual office space cyber security
J.P.MORGAN — Launched its first virtual office in the >

Metajuku district in the blockchain-based

platform Decentraland
(o

| 2227 |

Upfront costs and

complexity
STANDARD Vn[')tuall offlce sp:cre R, Py
— Developing a virtual office in MegaCity in the N\
CHARTERED blockchain-based platform The Sandbox ’C?

Connectivity
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Charting the Metaverse: Assessing if you Fit in and How

FTI Consulting can support you by assessing your metaverse readiness through the exploration of
near-term options and long-term strategies to identify paths to success.

Metaverse

What to do?
L l [
Develop near-term and Identify and prioritize Evaluate your company’s
long-term initiatives to capture  gpportunities based on trends metaverse value chain
opportunities with a detailed and scenarios leveraging a footprint and review possible
execution roadmap and scorecard approach metaverse scenarios

support from FTI Consulting’s
network of metaverse partners
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