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We think standard definitions of the metaverse underplay its disruptive and
transformative potential. By seamlessly integrating “real” life and digital worlds, it
creates a new level of interconnectivity — and major new opportunities for investors.

We don't think of disruption in the traditional way — as a phenomenon
limited to the tech sector. Granted, it may have begun with inno-
vations in ride-hailing and rentals, but the true disruptors today reach
into every aspect of our lives, from healthcare to smart homes.
Disruptive trends will transform the competitive landscape —
redefining the “winners” and “losers” — and the emergence of the
metaverse underscores the shift that is taking place. We don't think
of the “metaverse” as something limited to virtual reality. Rather, we
believe the metaverse is the culmination of the last 30 years of digital
acceleration in nearly every facet of daily life. That brings exciting
implications for investors.

The metaverse is the product of decades
of digitalisation

“Metaverse” is such a new term that there’s no agreed-upon
definition. Mostly it is used to describe digital worlds or virtual
spaces enabled by virtual or augmented reality. But we believe this
definition is too limited. Rather, the metaverse should be thought of
as a seamless integration of the physical and digital worlds. It's an
existence in which our digital identity is as valuable as our physical
identity, rather than simply some separate digital place that we visit
in virtual reality or augmented reality — as in the Steven Spielberg
movie Ready Player One. In our definition, the metaverse and Web
3.0 — a version of the internet based on blockchain that supports a
new level of interconnectivity — are two sides of the same coin.
Accordingly, we think that the metaverse is a megatrend that will
drive profound changes in the evolution of society.
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Key takeaways

— Our take on “disruption” is that changes
facilitated by new technologies will
reverberate far beyond the tech sector
into every corner of our lives — and
the metaverse is a prime example
of this trend

- As we increasingly embrace digital
worlds — from online gaming to video
calls — the metaverse represents a new
frontier of seamless interconnectivity
between digital and physical spheres

- With people growing increasingly
comfortable with “real life” going
digital, the total aggregate revenues
of companies in the metaverse could
reach USD 25-30 trillion by 2040

— As the metaverse offers increasing
interoperability of “real life” and
digital worlds, it will also encompass
traditionally non-digital industries,
creating multiple opportunities
for investors
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Digital natives are a growing demographic cohort

The data show that internet adoption globally continues
to grow, and each age cohort is larger in size than the
previous generation. This is creating more “digital natives” -
people for whom working and living in the digital space

is second nature. As the number of digital natives grows,
the world is spending more time on the internet per day.
Accordingly, we believe that the total aggregate revenues of
companies in the metaverse could reach USD 25-30 trillion
by 2040 — a quadrupling in size compared to the equivalent
revenues of today’s internet.

The world is increasingly comfortable with “real” life
going digital

Prior to the digital evolution, our attention was solely
focused on the physical world, but with the advent of
television, followed by computers and mobile phones, we
divert more and more attention to digital worlds, and we
expect this trend to continue. With this shift in attention
to digital worlds, we have seen many physical-world
concepts manifesting themselves in digital worlds.

To give a few examples:

— Remote work was embraced during the Covid-19
pandemic. One video conferencing service now hosts
3.3 trillion minutes of video calls on an annual basis.

— In-real-life (IRL) friends became online communities on
established and new social networks, some of which
enjoyed exponential growth in the preceding decade.

— The cameraderie once found in five-a-side soccer or little
league baseball is now found in online multiplayer games,
with platforms that host tens of millions of users daily.

- Augmented reality (AR) filters are the new makeup. Is
it important to conform to conventional definitions of
“beautiful” in real life when you can use a new filter on
social media?

— Money and property have migrated to the digital worlds
via cryptocurrencies and non-fungible tokens (NFTs)

Move over, Web 2.0 - the metaverse and Web 3.0 are next

Just as Web 2.0 represented a giant leap forward for
the internet with the advent of social networking and
cloud computing, Web 3.0 looks to offer a new level of
interconnectivity based on blockchain technology — and
it is one of the foundation stones of the metaverse. The

combination of Web 3.0 and the metaverse is expected
to deliver on several key themes:

- Interoperability between digital and physical worlds
as a common public ledger in the blockchain enables
physical-world interaction with digital assets like non-
fungible tokens (NFTs) and cryptocurrencies, and digital
interaction with physical assets like real estate

— Massive user scale capable of thousands of users
interacting simultaneously

— Asense of presence as opposed to the limited means of
interaction today

— New business models in which the creators/users are the
owners rather than the product

The precursors to many of these changes are already
underway, with significant investments committed by well-
known tech behemoths into construction of a metaverse,
cryptocurrencies and NFTs seeing rapid growth in use,
videoconferencing becoming an everyday part of life, and
AR filters making us all look better online. These represent
just the beginning of the investment opportunities arising
from this next wave of digital transformation.

What it means for investors: prepare
for the metaverse “IRL"

How should investors capitalise on this theme? Initially we
see potential opportunities to invest in companies creating
Web 3.0 infrastructure, the application ecosystem built to
utilise this infrastructure, and the digital worlds that emerge
through these interoperable applications.

Taking a longer-term view, we believe that the metaverse
will grow to encompass many non-digital industries. For
example, it could help enable more efficient and trans-
parent maintenance of property records in real estate,
streamline complex financial transactions via blockchain,
and optimise supply chains in manufacturing and
agriculture. That is why investors should draw on multiple,
cross-industry perspectives to identify the winners in

this environment.

Is the metaverse real? Yes, we think it is. As the divide
between our “real” and digital lives diminishes, the
metaverse is not some distant, faraway land. It is quite
literally closer than you think — and so are the investment
opportunities it offers.
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The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an offer
or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with, any
contract or commitment on the part of any person to proceed with any transaction.

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No
account has been taken of any person'’s investment objectives, financial situation or particular needs when preparing this content of this document. The
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy,
investment product or services nor does this constitute investment advice or recommendation.

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to
adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding that any person who acts upon it or
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There is no guarantee that any
investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to invest for a
long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction,
projection or forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and
you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate,
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with respect
to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally expected to
rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions
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