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FOREWORD

Foreword

Marketing is more complicated than ever before.
Consumer expectations are rising. Privacy regulations
are changing. lechnology is evolving at a rapid pace.
Market fragmentation is everywhere. But even in the
midst of SO much change, one truth remains - the best
brands understand their customers, how to engage
and delight them.

In our latest research, which we commissioned from
iNnternational strategy and research agency MTM,

we explore the technologies and trends transforming
customer experience (CX) right now. To understand
both sides of the CX equation, we surveyed business
leaders and consumers, distilling our findings into what
we hope will be a helpful guide for brands making
plans for 2023 and beyond.

The research takes a comprehensive look at the big
stories dominating the digital landscape — but the
headlines are just the tip of the iceberg. We consider
the metaverse, the extent to which we're already
iving In it, and our predictions for how Immersive
experiences will develop in parallel with other key
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technological advances. Perhaps most importantly,
we recognize the critical role data and customer
identity play in these CX trends — including the deeper
customer understanding they enable, but also require.

We ook at the rise of proprietary media networks,
driven in part by the forthcoming deprecation

of third-party cookies, and a wider recognition among
brands that thelir first-party data is an asset they need
to be investing in. Netflix may be hitting the headlines
with their ad model plans, but they’re not alone —
brands across industries are exploring ad networks not

just as revenue streams for growth but as data streams

for CX optimization.

Some of the trends we cover have been gaining
momentum for years. For example, as consumers,
we’re used to subscribing to all sorts of products
and services that in the past were individual
purchases. But today, we’re seeing just how far

the idea of Anything-as-a-Service has come and the
huge growth vector it can be for brands well-placed
to capitalize on the opportunity.

We’re seeing step changes in technologies like
automation, powering seamless customer service

experiences, and intuitive tech
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nologies like biometrics

— where new innovations are taking us beyond voice

and gesture recognition and Ir

to the world of emotion

perception and sentiment ana

VSIS,

Other gateway technologies like immersive shopping
are very much on our radar, too, with brands just
beginning to unlock the power of simulation-based
technologies like virtual and augmented reality to build
immersive, personalized shopping experiences.

Our report tackles these trends and more in detalil.
't explains what they really mean and why they’re
SO Important now, for consumers and lbrands.

In many ways, there’s truth in the old wisdom:

1]

—verything changes; nothing changes at all.” New

immersive technologies, and all the trends we analyze

N this report, are transforming

customer experiences

and opening up new possibllities for the brands willing

to Invest and innovate.

David Skinner
Chief Strategy Officer



INTRODUCTION

Introduction

A customer experience revolution
IS underway.

Hype surrounding the metaverse skyrocketed in 2021,
prompted In part by Facebook rebranding as “Meta.”
But 18 months on, there’s still limited consensus on
when the metaverse will arrive, who will build It, or even
what it Is.

At one end of the spectrum there’s the purist’s
definition — a persistent, universal, immersive reality,
experienced through virtual reality (VR) and augmented
reality (AR) headsets. At the other end, the metaverse
IS simply an evolution of the internet that facilitates
richer, more iImmersive interactions.

Whatever shape the metaverse ultimately takes, one
thing Is clear - customer engagement Is transforming
N parallel with the metaverse’s evolution, driven by
changes in both technology and customer behavior.
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Artificial intelligence (Al) is automating and enhancing
almost every step in the customer journey. In financial
services, for example, customers can now open bank
accounts and set up mortgages using digital identity
verification. Next-generation digital assistants deliver
sophisticated, always-on customer support, and
intelligent interfaces provide new and exciting ways
to engage with customers beyond the screen.

Digital business models are also evolving, with retailers
setting up advertising networks and brands offering
subscription options, all so they can build deep,

direct customer relationships. Immersive shopping
experiences are gaining traction and next year we
expect to see digital avatars that enable you to try
before you buy hitting the mainstream.

—verywhere we ook, the customer experience is
evolving. These changes will enable digital leaders
to test and learn how best to differentiate offers
throughout the customer journey.

‘“Virtual, augmented and
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The experiences they create will generate reams
of customer data, which can be used to drive
personalization in the product and service, and the wider
experience. The businesses who get this virtuous circle
right will have a significant competitive advantage.

mixed reality are the
gateway to phenomenal
applications in medicine,
education, manufacturing,
retail, workforce training
and more.”

Elizabeth Hyman - CEO for the XR Association’
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Into 2023:

Metaverse
moments

The metaverse is already here,
iIt’s Just not evenly distributed.

The metaverse looks set to transform commerce

IN much the same way the web did. And while

it might remain nascent and fragmented, the building
blocks that will underpin the metaverse are already

taking shape.

When we imagine the metaverse of 2023, what
are the stepping stones toward evolved customer
experiences that brands can take today?
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Automation and Al is key to
delivering on customer expectations

Digital leaders have been trying to use automation and
Al to deliver better CX for quite some time. But until
recently these unsophisticated systems tended

to result in frustration rather than amazement.

Now times are changing. Al enables businesses

to reimagine the customer experience from marketing
right through to customer support. It allows

them to engage customers at scale with tailored
communications, and to offer seamless omnichannel
ourchase journeys, as well as responsive customer
support around the clock.

8 4 o / of large businesses already use
O Alto support customer services?

Personalization is no longer
a nice-to-have, it’s a necessity
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The pandemic pushed more customers online,
exposing them to the personalized experiences
delivered by ecommerce leaders and evolving
thelr expectations.

At the same time, the evolution of real-time
analytics and optimization technologies has
iIncreased the potential to deliver ever-more
tallored omnichannel experiences.

70%

of shoppers want their online
retail experiences tailored to their
personal preferences?®
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Immersive tech is re-inventing

the customer experience

The idea that iImmersive technologies belong mostly
INn the world of gaming is changing. Businesses are

recognizing the benefits A
multiple operations — from

R and VR can bring to
design and prototyping

through to training, marketing, and customer services.

In the beauty sector, the ability to try products through
AR camera technology is already an expectation.

Leading brands are leveraging these new capabilities
to deliver exciting, engaging, and informative
experiences that drive awareness, loyalty, and

customer satisfaction.
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0 of those who have used AR shopping
78 /0 were satisfied with the experience?

Predictions for 2023

.,Iv

Virtual worlds are an emerging
channel for brands to consider

The metaverse can be thought of as a massively scaled
network of virtual worlds. Some of those worlds exist
today, albeit with limited functionality, and brands are
starting to explore what they can offer. People can
already play “the floor is lava” in Nikeland, built on the
Roblox online gaming platform. They can meet up at
Wendyverse, in Meta’s Horizon Worlds platform.
Or they can pick up Coca-Cola’s crypto collectibles
on the OpenSea marketplace.

—|lsewhere, the impact of virtual worlds may seem less
cool or creative but is arguably poised to be more
profound. Imagine the immense benefits of doctor
visits that take place in the metaverse, for example.

With about 230 million active UV
230“‘ Roblox is the biggest virtual worl
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Roadmap to 2035

The lines between the physical and virtual worlds are
blurring — everywhere we ook, new technologies are

transforming the world around us.

1992

Neal Stephenson
coins the term
‘Metaverse’ in his
book: Snow Crash
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) 2014

gﬁ )
Facebook
buys Oculus 2020
for $2b

Travis Scott

hosts a concert in
Fortnite for 12m
fans (Apr 2020)

2020

Price of 1 Bitcoin
reaches $20,000

. 2016
Digital advertising

overtakes TV ad
spending in the US
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Roblox IPO
values company
at $41b

() 2021

Facebook
becomes
Meta
2021
NFT of Twitter

founder Jack
Dorsey’s first
tweet brought
for $2.9m

2026

First 1-million

player match
on Fortnite

2027

Audience for World

Series of popular
E-Sport Free Fire
tops Superbowl

") 2027

") 2025

Major grocer’s
AR app iIs one of
the top 10 most
downloaded for
the month

Major fashion
retailer launches
a personal

Al customer
assistant

acxiom.com/trends

ﬁ 2029
Major fashion
retailer’s NIFT
products begin
to outsell its

physical goods

First VR-connected
\ contact lens
becomes bestseller

. 2028 === ~

Netflix releases
its immersive
virtual platform
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Data fuels the experience

The metaverse presents exciting opportunities
for brands to create unique, differentiated, and
memorable experiences for their customers.

BSenefits to the brand include increasing topline revenue and reducing costs,
while boosting customer satisfaction and lifetime value. In addition, the
metaverse will generate new data streams that help brands build a more
complete view of individual customers, to drive even more relevant and
meaningful experiences.

Delivering exceptional CX requires a sophisticated technology stack that
enables customer data to be captured, stored, analyzed, and acted on In real
time. And just like with traditional and digital channels, your audience data and
analytics are equally relevant in the metaverse. Brands who will be successtul
IN the metaverse are those who apply the same rigor to understand who their
customers are and it they are reaching and interacting with them.

Susinesses are already investing In technologies, forming partnerships,

and establishing new systems and processes, as they seek to build the
right organizational capabillities to thrive in a competitive, and increasingly
customer-centric environment. Data and analytics are a key source

of competitive advantage — but businesses have a long way to go.

Just 23% of businesses we surveyed are making use of Al/ML for analytics.
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of companies agree that using data and
poredictive analytics to iImprove customer
experience will be a key source of customer
advantage over the next five year...

acxiom.com/trends

61%

of US and UK

companies
update thel
data week

26%

only
r customer

V Or less

describe using their

analytics

to drive

product and service

iINNovation

23%

are making

of AI/MVL in their

use

analytics capabillities
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Innovative businesses are investing in CX
technology capabilities In 3 core areas:

1. Data and identity

Designing and implementing the right technology stack and data
pipelines to ingest, store, and connect data points from across the
customer journey is critical to delivering the personalized, predictive,
and responsive experiences that customers expect.

2. Analytics and ML

Advanced analytics and machine learning (ML) will become increasingly
critical capabillities for brands looking to extract value from massive
swathes of customer data generated by immersive, interactive
experiences. These capabillities enable brands to optimize marketing,
communications, and customer journeys at the individual level.

3. Data-driven decision making

Businesses are adopting a test-and-learn approach to the customer
experience. Fresh and emerging experiences that cross physical
and digital channels enable brands to collect new data streams and
leverage advanced analytics to inform data-driven decision making.
This ‘information value loop’ allows lbrands to continuously iterate
and improve to deliver more unigue, personalized, and adaptive
experiences for their customers.

Beyond the Metaverse — Our CX Predictions for 2023
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Technology makes the

change possible... what
we do with it is up to us.

O

—O
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Everything-is-an-ad-network
As the privacy landscape evolves and the foundations of digital advertising shift,
2023 will be the year many businesses launch their own ad networks.

Our top 5
CX trends
for 2023

To understand where brands
are In this transformation, we
surveyed 200 businesses across
the US and UK about their plans.
We also surveyed 2000 consumers
about their behavior today and
what they expect in the future.

Anything-as-a-Service
Brands are exploring how a shift from selling goods to offering products
as-a-service can extend their customer relationships beyond the point of purchase.

Seamless Service

Srands are combining automated tools and technologies with human-centered
approaches to deliver best-in-class customer service and support.

Intuitive Technology

Intuitive technologies that can interpret and understand our intentions look

This report sets out what we set to transform how we interact with products and services.

found - our predictions for the
five most important CX trends
in 2023. Enjoy!

Immersive Shopping

Immersive shopping uses simulation-based technologies such as augmented
and virtual reality to create interactive and highly personal shopping experiences.

9 Beyond the Metaverse — Our CX Predictions for 2023
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Trend O1

Everything-is-
an-ad-netwerk’-

As the privacy landscape evolves and the .
foundations of digital advertising shift,
2023 will be the year many businesses
launch their own ad networks.

Beyond the Metaverse — Our CX Predictions for 2023

Apple’s App Tracking Trar

sparency (ATT), Google’s

expected deprecation of t

=
evolving privacy regulations are all cognbining to

nird-party cookies, and

cause a dramatic shift in digital advertising.

*

While it is uncertain exactly what the advertising
landscape will look like In the future, It Is clear that,

@
as third-party cookies are

» data will become-increas'ipgly important in delivefing

phased out, first—party.

relevant advertising. /As a result, %t‘inesses with high

volumes:of first-party data'suddenly find'th
in.a powerftl position in thé& new privacy-fir

L ]
1Selv
J ”.‘
marker;

and many are setting up highly profitable advertising
networks to make the most of this situation.

L]

berhaps the mest notable examplals Retall I\Qdia..

Networks (RMNs), vvh|ch are essenﬂly advertising
businesses set up by retallers

data, combined from both online and o
wwith a privacy conscious focus. Advertisers can

relevant advertising, using ad inventory
retaller’s digital channels, including web

and social. !
- ks ]

RMNSs give advertisers access to a retal
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ler’s first-party

Tline sources,

use this data to reach the retailer's Customers. with &*

across the
, APP,

L3 2 B
Crucially, RMNs allow®rands to connect with

potential @.ustomers when they are actlvely Sigle]eellgle
and interacting with. [etailers, ratfer thdh when

they are browsing the internet or scrolling tlgiough
friends’ social posts This abllity to accurately °

connect with Customer§ ,anywhere also

means better

measurement — true Closecgloopbf)ecomes nossible,
from adfimpression through to‘purﬂwase.
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But retailers aren’t the only
ones taking advantage of the ad
revenue opportunity first-party
data brings.

Gaming platforms are already building successful ad-funded businesses,
and streaming services are also getting in on the act, with Netflix and
Disney+ opening ad-funded tiers in late 2022 and early 2023 respectively.
Last year, food delivery service DoorDash announced a suite of products
that would enable advertisers to serve ads on its platform. And earlier this
vear, Apple announced it would expand the inventory it makes available to
advertisers on its devices, meaning more ads and sponsored products on
App Store, Stocks, and News.

From travel and financial service providers to food delivery services, first-
party customer data is being used to sell highly sought-after advertising
iInventory and create valuable revenue streams.

55%

of businesses believe RMNs will deliver higher conversion rates because
adverts appear when consumers are actively shopping and willing to spend.

Beyond the Metaverse — Our CX Predictions for 2023

The savviest service

providers are realizing the
value of their first-party
customer data, and are
uniocking this value
through proprietary

ad networks.
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Case Study

Marriott Media Network:
new channels emerge
for advertisers

In May 2022, Marriott announced the launch of the Marriott
Media Network in partnership with Yahoo.® The network will
use anonymized customer data from past searches and
reservations on its app and websites to enable brands to
display relevant ads to travelers. The network will provide
access to premium inventory spanning its own channels
including display, mobile, video, email, and eventually

TVs and digital screens In guest bedrooms. It will enable
advertisers to reach travelers throughout their travel journey,
INncluding the path to purchase, pre-arrival, and even during
thelr stay. Marriott believes that their network offers an
unprecedented combination of scale and personalized
media to an audience of in-demand, high-intent travelers,
providing new channels for brands to effectively reach their
target audiences.

Beyond the Metaverse — Our CX Predictions for 2023

acxiom.com/trends




TREND 1: EVERYTHING-IS-AN-AD-NETWORK

13

Platform policy changes and tightening
privacy regulations present opportunities
for companies with first-party customer data

Digital advertising is dominated by Google, Amazon, and Meta
(Facebook). In 2021, Google generated $218 billion in ad revenue,
while Facebook generated $115 billion.

ogether with Amazon, these three advertising behemoths account
for 74% of digital ad spend.’

But as privacy regulation tightens and third-party cookies are phased out,
it Is becoming increasingly difficult to collect and share user-identifiable
conversion data between third parties. These changes look set 1o

disrupt the very nature of how advertisers reach consumers, potentially
shifting the balance of power away from the likes of Google and Meta to
platforms with extensive first-party data.

In this era of privacy-first advertising, online platforms that possess first-
party customer data will become increasingly attractive to advertisers that
can no longer rely on third-party customer data for contextual reach.

Beyond the Metaverse — Our CX Predictions for 2023

Digital ad spend

Google

$218 bhillion

Amazon

$31
billion

acxiom.com/trends




TREND 1: EVERYTHING-IS-AN-AD-NETWORK acxiom.com/trends

emronation il %75 % 1%,

have a significant

impact on the digital of bgsmesses beheye th.e end of busmless.es belheve mea§urement
d rtisi ) d of third-party cookies will make and attribution will suffer without
aaverising lanascape 't harder to reach audiences at scale third-party cookies

RMNs are becoming a more attractive and Retailers are attracted by the prospect
realistic proposition for many retailers, as of a new high-margin revenue stream
their online offers grow - others will follow
After a pandemic-related increase in online retall Retall media advertising is hothing new, but
spending, ecommerce penetration across all categories traditionally it was contined to in-store signage and
continues to grow. Online sales in US retail jumped shelf placements, or coupon programs. RMNs are a
40% year-over-year in 2021. As a result, retailers step up from these activities due to the sheer volume
have more first-party data and valuable digital media of revenue involved. Amazon launched its network In
iInventory to make available. 2012 and by 2021 it was generating $31.2 billion in
annual revenue, behind only Google and Facebook,?
Digital ad spend continues to rise, and digital retall while Walmart Connect generated $2.1 billion.°
media’s share of it is growing. In 2023 it is expected
to capture 19% of US digital advertising dollars, At a time of ongoing economic uncertainty, the
driven largely by phenomenal growth in Amazon’s opportunity to diversify retall offerings and explore
advertising business.® new, high-margin revenue opportunities is incredibly

attractive, and we will see more retailers enter the
market in 2023.
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Consumers are open to the
idea of RNINs but there 1s work
to be done

Consumers react poorly to environments that are cluttered with ads,

or where they feel the messages shown aren’t trustworthy or meaningful.
Overall, they’re more receptive to lighter, less intrusive ad experiences
that offer products or services they are actually interested in. As a result,
brands thinking of launching ad networks should do so in a way that
supports rather than inhibits the customer experience (CX). They need to
add value to the customer journey, perhaps by offering discount codes
within ads or by identifying a product the user would be interested in and
taking them straight to the product page. These are both strong reasons
for a consumer to click on an advert.™

What’'s more, our study found a significant variation in how open
consumers of different ages are to advertising on online shopping sites.
Around half of 16-44 year-olds are happy to see advertising on a retall
website. A similar proportion believe personalized ads improve their
experience when online, and ads can help them find the right products.
But there is work to do to convince those over 55 of the value

of advertising on online shopping platforms. Only about a third

of people In this age group welcome ads or see them as beneficial.
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HH+

16 - 44

55+

16 - 44

55+

16 - 44
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Younger consumers are more likely to perceive
the benefits of RNMNs when shopping online

Happy to see sponsored products on an online store

B 32
I 50 %o

Personalized ads and sponsored products
improve my experience when shopping online

B 29 %o
I 520

Sponsored products and ads can help me find the
right products when they are targeted to my needs

I 38 %o
I 51
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Advertisers can
more easily identify,
understand, and
reach audiences
with relevant ads

The benefits of emerging ad networks vary based on the
quality of the inventory they offer, the audiences they can
reach, and the quality of the first-party data they can use
to optimize that reach.

RMNs are particularly attractive to advertisers because
ads can be placed directly on retall sites, rather than

on soclal feeds or within editorial content. In addition,
because RMNs have access to their own transactional
data, they can also build reliable look-a-like models for
finding new customers. All of this means advertisers can
engage audiences at the most appropriate point on their
purchase journey, when they are in the buying mindset,
maximizing the eftectiveness of ad campaigns. RMNSs
also offer closed-loop reporting, linking ad impressions
to sales on the platform, so advertisers can see the real
impact of their ad spend.
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Whether they are run by retailers or service providers,
the new generation of ad networks also has benetfits
relating to privacy compliance. These networks use
permissibly collected customer data to generate
behavioral signals and audience segments that

are only used within the networks themselves and are
not shared with third parties. This means advertisers
can serve audiences with relevant, personalized ads
N a privacy-first way.

Retailers are excited to unlock
the value of their first-party
customer data

Retall media is an attractive proposition for the retaller
because (upfront tech investment notwithstanding)
they can deliver profit margins of over 50% —
significantly higher than the low margins of the
classical retail model.'

A retall media business also gives retallers access to
real-time Iinsights albout consumer preferences that
can help them deepen their connection to customers,

shape their strategy, and effectively close the loop from

advertising impression to sale.
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RNMNs are well on their way to convincing
advertisers that they offer great value...

not bad for a form of advertising

that was

relatively unheard of five years ago

Find

56%

businesses think RMNs can help brands
find and connect with new customers

# 55

businesses think RMNs leveraging first-
party customer data enables marketers

to deliver more relevant ads

Measure

50%

businesses think It's easier to track the

impact of ads displayed on

RMNs
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Where next?

Businesses have a unique opportunity to generate .
new high-margin revenue streams, but must not Iose %
focus on the customer experience . " i SN
While ecommerce giants including Amazon, eBay, and 't Is clear businesses embracing thelr first-party data %
Walmart have already established successful RMNSs, as a tool to drive persona ization through media X h : .
t’s not too late for other retallers and online platforms networks now, will be well positioned to capitalize on ® : , .
to start extracting value from their first-party data. the gpportunities presented by the tran8|t|on to truly r .
Businesses who have an online platform with signifieant Immessive experiences spanning both the physical : ". g A s 4
Size, scale, and detailed first-party customer data and digital worlds. . _ . ‘ . . . ® g
should be asking themselves — what's stopping us from . . 3 &
launching our own ad network” For those brands with a But it is critically important platforms do not Iose 3 , . .
smaller footprint, RMNSs are still a viable option; however, focus.on the cuStomer exp&ience. Increasing .
they will need to consider partnerships, alliances, and ad load (the ratio of ads shown to é@ch user relative  * g L » : )
even co-ops they can form In order to compete with to organic content) toosdrastically can r'uin‘ﬂe ' - v # -
thelr larger rivals. customer experience, reducing user engagement,
and ultimately increasing churn. -
Media networks present clear opportunities for . ®

online platforms to generate new revenue streams
and personalize the customer experience.

Beyond the Metaverse — Our CX Predictions for 2023
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as-a-Service

From grocery stores to streaming
a shift from selling goods to offering

platforms, brands are exploring how

Anything-

end

their customer relationships beyond

the point of purchase.

xt

iCeé Can €

products as-a-serv

g
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IT and Technology

The as-a-service business model
was pioneered by the software
iINndustry and dubbed Software-
as-a-Service, or Saas. It was
enabled by the internet, which
made everything more accessible,
and allowed companies to lease
software from providers instead
of buying it outright. Now, the

[T and technology Anything-as-a-
Service market (also known

as XaaS) also covers hardware
and infrastructure.

Retail and Banking

XaasS is enabling financial services
and products to be embedded
INnto other consumer activities,
such as e-commerce, travel, retall,
health, and telecom. Someone
could buy a travel insurance policy,
for instance, when they book a
noliday online. Or they could take
out a loan when they purchase a
high value item, such as jewelry
or furniture, and pay for it using a
buy-now-pay-later (BNPL) model.

Beyond the Metaverse — Our CX Predictions for 2023

Here are just a handful of the sectors already being
transformed by the as-a-service model:

Consumer goods

Consumer-facing brands are
realizing the value of customer
data, and offering digital services
that enable them to connect more
deeply with their customers is

a great way to collect it. From
subscription boxes to membership
programs, these services enable
brands to establish long-lasting
relationships with their customers,
while accumulating valuable first-
party data.

Entertainment

Streaming services such as
Spotify, Netflix, and Disney+ are
the ultimate as-a-service brands.
Rather than buying music albums
Or movies, customers have access
to them for as long as they pay
thelr subscription. These digital-
native businesses leverage the
enormous swaths of customer
data their digital platforms collect
to continuously improve and
personalize CX.

acxiom.com/trends

Transport and Travel

The as-a-service model is
transforming how every sector
operates, from manufacturing to
transportation. Rolls Royce even
provides its jet engines as-a-
service on a fixed price per flying
hour basis. Automotive OEMs are
also exploring how Mobility-as-a-
Service can enable them to reach
new customer segments with
pay-per-use offerings.
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Case Study
Embedded insurance:
Tesla and the embedded

customer journey

Tesla was an early adopter of embedded finance when

it bundled insurance into the customer purchase journey. '

By offering embedded insurance, Tesla is able to provide

a more seamless integrated value proposition to its customers,
allowing them to purchase insurance directly when purchasing
a vehicle, without going through a third party. Not only does
this streamline the customer experience, it helps Tesla boost
revenues, increase customer loyalty, and can be used to unlock
new high-value services that provide deeper insights into their
customers. For example, Tesla expanded on this offering earlier
this year, when it launched its real-time insurance product.
Now available in seven US states, this embedded insurance
product offering uses real-time driving data to assess driver
behaviour and accident risk more accurately, allowing it to
orovide lower cost cover than traditional insurers.

Beyond the Metaverse — Our CX Predictions for 2023
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XaaS growth is being driven by cloud computing,

which enables the servitization of everything from
hardware to software. Also key, Is the prioritization of
building and maximizing direct-to-consumer relationships,
which can generate annually recurring revenue. In the
last 10 years, XaaS has proliferated into a wide variety
of sectors, ranging from content services to subscription
food boxes. In 2023 we'll see the next phase of growth,
as brands strive to sustain customer relationships, gain
a more complete understanding of their audiences, and
deliver personalized omnichannel experiences.

Banking-as-a-Service

—mbedded finance, which is part of Banking-as-a-
Service, is growing as non-finance brands such as travel
companies and retallers seek to create more holistic
offers, reduce friction in the purchase journey, and
improve the customer relationship. Bain & Company
estimates the value of transactions flowing through
embedded finance will triple from $2.6 trillion in 2021 to
$7 trillion in 2026. Payments and lending will lead the way,
followed by value-added services such as insurance.

Mobility-as-a-Service
The Mobility-as-a-Service market, known to many
of us through rideshare services such as Uber, as well

Beyond the Metaverse — Our CX Predictions for 2023

as shared urban transport solutions for bikes and
scooters, will transform the transport industry. The market
IS growing rapidly due to the rising cost of owning a car,
and an increasing awareness of the environmental impact
of driving. It is expected to reach $122 billion by 2026.'°

Commerce-as-a-Service

The e-commerce subscriptions market — which includes
meal Kits, grooming products, and fashion subscription
boxes — is already changing what we buy and how we
buy it. It will experience enormous expansion over the
next four years, growing from a $120 billion market in
2022 to a $904 billion market by 2026.1

These new B2C services are distinct from the largely B2B
services that have already been completely transformed
by XaaS. And while the approach brands are taking to
servitize their products varies across sectors, all of these
services represent a changing perspective from selling
products to selling outcomes.

This paradigm shift puts the focus on the customer
experience. Everywhere we look brands are using
servitization to establish deeper customer relationships
that are about more than just selling products, to gain a
better understanding of their customers.

acxiom.com/trends

Market size and forecast growth

of selected as-a-service markets'’

Anything
-aS-a-Service

Banking
-as-a-Service

Mobility
-as-a-Service

Commerce
-as-a-Service

2022

20260
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Consumers already
use a wide range of
subscription services

Anything-as-a-Service is already well embedded in the
consumer sector Iin the form of subscription services.
Video streaming services are the most common type
of subscription (an average of 2.1 per person), followed
by music and delivery services (0.8 per person).
Consumers are increasingly happy to share their

data with these services In return for the personalized
benefits and rewards they provide.

A 2022 report from the Global Data and Marketing
Alliance (GDMA) indicates a growing preference for
data sharing-led value exchange models, with roughly
eqgual numbers of consumers preferring to share data
to recelve music or video streaming services for free
as prefer to pay for them directly.™
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Video streaming services are by far the most popular subscription

service among those that subscribe to at least one service

Video streaming services
(e.g. Netflix)

Music/audio streaming
services (e.g. Spotity)

Delivery
(e.g. Amazon Prime)

News/entertainment/sports
(e.g. National Geographic)

Food/drink services
(e.g. HelloFresh)

Medical/supplements
(e.g. contact lenses)

Clothing

Grooming
(e.g. Dollar Shave Club)

Perfumes & cosmetics
(e.g. Birchbox)

86%

855%

55%

19%

17%

15%

13%

10%

7%
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Consumers believe
service-based
offerings can improve
their experience

While the reasons consumers subscribe to these
services vary considerably by product, there are

a number of recurring themes. The majority (57 %)

of consumers agree they get a better customer
experience when brands offer their products

as services, while 54% feel brands who adopt
service-based models can better understand their
needs. Younger consumers in particular see
servitization as a way of improving their experience.
Over two-thirds of consumers aged 16-34 feel closer
to brands who provide them with services beyond the
point of purchase.
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Service-based products bring many benefits to the consumer

Understand

67%

of consumers aged 25-34
agree brands offering thelr
products as services can
better understand their needs

Experience

64%

of consumers aged 25-34
agree brands offering thelr
products as services deliver
a better experience

68%

of consumers aged 25-34
feel closer to brands who
provide services beyond
the point of purchase
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Consumers are very positive about
embedded finance even though
usage remains low

According to our consumer survey, less than a third
(31%) of consumers have used embedded finance
offerings from non-financial companies such as retaillers
Oor ecommerce sites, but satisfaction among adopters

IS high. In fact, over three-quarters ot consumers who
have tried financial services like BNPL are open to using
them again.

For embedded payments, the appeal for consumers is
ease of use and value. For example, a customer can
pay for their coffee using a closed-loop card with the
coffeehouse chain and can potentially earn discounts or
points through repeated purchases.

There Is still some work to do to help consumers fully
understand the benefits, however. Only half of 16-44
yvear-olds say they would trust their favorite non-financial
brand to offer them financial services such as payments
and embedded Insurance.
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But the rewards can be high for companies who do
implement embedded finance, In terms of improvead
conversion rates. Almost half (49%) of 16-34 year-olds
say they are more likely to make a purchase when

a brand offers insurance as part of the sale.

Service and subscription models
help businesses build deeper
relationships with their customers

Whether it's transitioning toward a service or
subscription model or embedding digital services into
their platform, many businesses are beginning to see
the value of exploring service-based offerings.

68% of brands agree they can build better customer
experiences through as-a-service models, and a similar
proportion believe offering products as-a-service

can help them build deeper relationships and drive
brand loyalty.

acxiom.com/trends

231%

of consumers have used
embedded finance offerings
from non-financial companies

9%

of 16-34 year-olds say they are
more likely to make a purchase
when a brand offers insurance
as part of the sale

8%

of brands agree they can builo
better customer experiences
through as-a-service models
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Businesses perception of the key

Traditional businesses are learning
benefits of service-based models for CX

from digital-first innovators

The as-a-service model delivers a continuous stream of first-party data, helping Customer Customer
businesses build a holistic view of their customers, their preferences, and their Experience Loyalty
spending habits. This data, and the insights generated from it, can be used to

refine the product, tailor offers, provide reminder services, and much more.

Data-driven digital-first companies have largely mastered the art of using the 00000
data their platforms collect to continuously improve the customer experience. 000000000
In contrast, brands selling products through traditional, physical channels have 000000000
imited visibllity into who their customer is, what they buy, and how they behave 0000000000

— and struggle to personalize their offer as a result. In response, some brick-and- 0000000000
mortar retailers have integrated digital payments and reward programs into their 0000000000
offering in an attempt to build a more detailed understanding of what products 0000000000

0000000000

their customers are buying, how frequently they're visiting, and even how their
buying habits vary across stores and channels. This data presents opportunities

for brands to personalize all aspects of the customer experience, from offers and o

rewards to cross-sell and upsell activities. o

From reward programs to integrated payments, traditional businesses are learning of ‘arg.e busmesses agree of ‘arge bugnesses agree
from digital-first innovators, and are building embedded services that enable providing their products offering their products

them to connect customer data points to establish a complete view of each and as a service can help as a service can help them
every customer. As these services evolve and become increasingly integrated into them adapt and improve establish deeper relationships
every customer journey, traditional businesses are starting to unlock the value of the experience to meet with their customers, driving
customer data for delivering superior CX both online and in store. the customer needs brand loyalty
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Embedded finance iIs
emerging as a valuable
tool for improving
outcomes and CX

—mbedded financial services such as BNPL can make
products more affordable to a wider proportion of the
population. At the same time, embedded insurance can
INncrease customer confidence. Both of these factors
lead to an increase in average basket value.

Perhaps most importantly, these services can extend
the customer relationship beyond simply making

a purchase, enabling brands to establish deeper
connections with their customers.

Embedded finance offers
benefits to both businesses
and consumers

According to our survey:
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E69%

of retallers believe embedded filnance can increase
average basket value

©14%

of retallers believe embedded financial services such
as BNPL can improve checkout completion rates

9%

of retailers agree embedded finance can help them
petter understand their customers, their spending
habits, and their needs, and that this can help them
deliver a better experience

acxiom.com/trends

Today, companies of all types and levels of maturity —
INncluding retallers, coffeehouse chains, grocers, telcos,
big tech and software companies, car manufacturers,
Insurance providers, and logistics firms — are
considering embedded financial services to serve both
business and consumer segments.

To meet the rising demand for embedded finance,
financial institutions are increasingly developing
Banking-as-a-Service bundled offeri<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>