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TMT Predictions 2026: The
gap narrows, but persists

Deloitte predicts 2026 will see the gap between
the promise and reality of Al narrow, as further
movements towards getting it to scale are made

In 2026, Deloitte predicts the roar around artificial intelligence
will be getting quieter—and smarter—as the sometimes
unglamorous, high-impact work of making Al usable at scale
continues to get underway. The gap between promise and
reality will narrow but not disappear: Progress will come
less from headline-grabbing new models and more from
fundamentals. That more practical focus matters because
tech, media, and telecom’s growing importance is not just
about chips and code—it’s about how every other industry
uses those TMT capabilities for its own growth, efficiencies,
and innovation.

Al helps drive cross-industry
transformation

In 2026 and beyond, it looks like we have moved from “software
is eating the world” to “TMT is eating the world,” led by Al—
especially agentic Al. In the United States, spending on Al

data centers currently accounts for almost all gross domestic
product growth in the first half of the year.! In 2008, about 19%
of the S&P 500’s market value was in tech stocks, and TMT

now makes up almost 53% of market capitalization.2 Things
could change, but at this rate, TMT is poised to not merely
become larger than any other industry, but larger than all other
industries combined—both in terms of value and contribution
to economic growth. One reason for that is that other industries
use TMT—tech and telecom specifically—to power their own Al
innovations, and TMT happens to be the hardware, software,
and services provider in the Al gold rush.

That said, other industries play critical roles. In both

TMT Predictions 2025 and again in 2026, we have pulled

in specialists from other Deloitte research centers and
industries: energy, mining, and chemicals, manufacturing
and construction, defense and aerospace, government and
public services, and life sciences and health care. It takes
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some serious cross-industry collaboration to properly
predict generative Al and agentic Al trends and implications.

Of our 13 topics for 2026, over half follow an Al theme. At a high
level, we're seeing a narrative around making Al scale. New
foundational models, or even shiny new enterprise agentic
applications, continue to impress—but translating those beyond
pilots and trials requires work that's typically considered less
exciting, like data hygiene, integration into existing workflows,
governance, new pricing models, and regulatory compliance.
Those may be less glamorous than press releases about Al
beating humans on a science test, but they will likely be more
useful in the near term.

Gen Al and agentic Al are driving a lot of things that are very
much here and now, but we also have an eye on the future.
Although Deloitte predicts that robotics and drones will be slow
but steady growers over the next year or two, the emergence

of “physical Al” models is poised to transform both industries
with massive acceleration in growth and usefulness. Meanwhile,
newer forms of media, like short-form vertical video series,
appear to be crossing over from Asia to the rest of the world.
And while the spread of gen Al-created images on social media
may be exciting, it may also stimulate regulation.

A quick look at our 13 topics for 2026

Gen Al inside existing search engines
overtakes standalone gen Al

Gen Al, possibly one of the most consequential technologies of our
decade, may see its user base widen faster through its incorporation
into existing mainstream digital applications than through its usage
on a standalone basis

Deloitte predicts that in 2026 and beyond, more people will use
gen Al when it's embedded within an existing application—such
as a search engine—than those using a standalone gen Al tool.

In terms of daily use, accessing gen Al within a search engine
(when a search yields a synthesis of results) will be 300% more
common than using any standalone gen Al tool. Standalone
gen Al may require skill in prompt engineering and persistence,
whereas passive gen Al is less overt and the experience

more familiar; as such, demand is greater because it's more
accessible. Going forward, standalone gen Al app owners will
likely face a choice between embedding their tools’ capabilities
within another application or remaining a standalone interface.

Why Al's next phase will likely demand

more computational power, not less

The world is moving from just training gen Al models to using them
at scale. Many believe this means more consumer edge computing
and less data center computing. Neither is likely to happen in 2026.

Deloitte predicts that “inference”—running Al models—will
account for two-thirds of all Al computing power by 2026.
Despite forecasts to the contrary, most inference will still take
place in new data centers worth nearly half a trillion dollars
and in on-premises enterprise servers using costly, power-
intensive Al chips worth over $200 billion, rather than at the
edge on inexpensive, lower-powered chips. There will be billions
of dollars’ worth of specialized chips optimized for inference,
but they'll sit in data centers and enterprise servers as well,
and some will use as much or even more power than general-
purpose Al chips do.

Unlocking exponential value with Al
agent orchestration

Autonomous Al agents may be transformational, but orchestration
can be key for intelligent automation. Open-source and proprietary
communication protocols will compete to lead the way.

On average, market estimates suggest that the autonomous Al
agent market could reach $8.5 billion by 2026 and $35 billion by
2030. Deloitte predicts that if enterprises orchestrate agents
better and thoughtfully address the associated challenges and
risks, this market projection could increase by 15% to 30%—or
as high as $45 billion by 2030. In 2026, businesses will likely
work on their readiness to orchestrate agents with a specific
degree of autonomy. Also, multi-agent systems will likely work
for those businesses that focus on agent interoperability

and management and redesign their workflows and talent
effectively.

Al for industrial robotics, humanoid

robots, and drones
Can more powerful Al models and chips catalyze what has been
a relatively stagnant industry?

Technology, Media and Telecommunications Predictions

Deloitte predicts that the global cumulative installed capacity

of industrial robots could reach 5.5 million by 2026, but annual
new robot sales have stalled at just over half a million units
since 2021. We could see an inflection point by 2030, with annual
new robot shipments doubling from current levels to reach one
million a year, driven by the following growth catalysts: (i) labor
shortages in specialized industrial applications in developed
countries and (ii) exponential advancements in computing
power and the emergence of specialized foundational Al models.
Robots can permeate multiple industries and applications,
including autonomous drones, but unless the broader
technology, Al, and robotics ecosystem addresses bottlenecks
related to data quality, integration, and cybersecurity, the
market for industrial robots may remain at its current level of
relatively modest annual growth.

SaaS meets Al agents: Transforming
budgets, customer experience, and

workforce dynamics

As Al agents pervade the SaaS market, how businesses experience
and leverage software will likely change —shifting business models,
capabilities, and expectations

Al continues to disrupt the software as a service market. As
agentic Al capabilities mature and vendors build out their
platforms to create, integrate, and orchestrate Al agents, how
organizations use and spend on Saa$ could shift dramatically.
In 2026, Saas applications will likely become more intelligent,
personalized, and autonomous, evolving toward a federation of
real-time workflow services that can learn. Traditional pricing
could shift away from seat-based and subscription licensing
toward a more hybrid approach that blends consumption- and
outcome-based models. In the longer term, some are even
suggesting that sufficiently advanced agentic Al could replace
existing enterprise Saas. All these shifts will increase the
complexity around financial planning, operations, ecosystem
management, and value measurement.

New technologies and familiar challenges
could make semiconductor supply chains
more fragile

With escalating trade restrictions on critical next-gen Al chip
technologies, leaders should adapt quickly to make supply chains
more resilient

Making the most advanced chips has, for a long time, meant
navigating fragile supply chains, but the stakes are much higher
now. Extreme ultraviolet lithography has been restricted for
years, but Deloitte predicts that in 2026, certain other advanced
technologies and software tools that enable advanced Al
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models will become supply chain chokepoints. Many of these
high-tech processes and materials rely on a handful of suppliers
whose dominance in key regions has prompted governments to
impose trade barriers to protect strategic interests and reduce
dependency, underscoring the critical role they play in the global
semiconductor supply chain.

Tiny episodes, massive appeal: Short-
form serials are gaining viewers and

empowering independent studios

From independent creators to major platforms, micro-series are
helping redefine how viewers connect with and consume content
worldwide

Micro-series—scripted video series told in bite-sized, mobile-
first episodes—are reshaping global viewing habits. Micro-
series apps now generate billions in revenue, with the United
States leading growth. In 2026, Deloitte predicts that the
revenue growth of in-app micro-series will more than double,
reaching $7.8 billion. Deloitte also predicts that the United
States will account for half of global revenue in 2025, but

its share will decline to 40% as other markets convert more
views and downloads into cash. Micro-dramas blend short-
form convenience with serialized storytelling, appealing to
fragmented, mobile audiences. Uplifted by new technologies,
independent creators are building studios that are lean

and nimble, potentially challenging larger and more
traditional studios.

Video podcasts dominate: Opportunity
for brands, competition for traditional

video

Podcasting is becoming a video-first, multilingual medium with
booming reach that may help brands reach global audiences while
occupying a larger share of viewers’ screen time

Video podcasts (vodcasts) are transforming audience
engagement by blending audio storytelling with visual

appeal and may be competing directly with TV and streaming
platforms. Deloitte predicts that annual global podcast and
vodcast advertising revenues will reach approximately $5 billion
in 2026—a nearly 20% year-over-year rise. Emerging markets
such as India, Nigeria, and Brazil are fueling this growth through
localized and multilingual content. Overcoming challenges
related to discoverability, monetization, and scalability will likely
be key to sustained growth.

A new era of self-reliance: Navigating
technology sovereignty

Countries and regional blocs are racing to build out their own
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sovereign tech and Al infrastructures. What are the implications,
and how can global businesses prepare?

As the global geopolitical environment becomes increasingly
complex and uncertain, businesses and policymakers are
urging their countries and regions to take greater direct control
of their digital infrastructure, especially those parts related to
Al. The desire for sovereignty is not new, but the shift toward
technology sovereignty will likely quicken in 2026. Over the next
decade, significant investment will flow into cloud computing,
semiconductors, data centers, Al models, connectivity, and
satellite communication efforts. In an interconnected world,
total sovereignty is unlikely to be achieved by any country or
region, but many are aiming to become at least more sovereign.

Generative Al video is perfect for social
media, but could disrupt social media

companies

Approaching Hollywood quality, the latest gen Al video models
appear to be supercharging independent video but could provoke
a stronger regulatory response against social video platforms

Generative video could empower independent creators and
boost platforms’ ad revenues—but it also risks overwhelming
audiences, eroding authenticity, and fueling misinformation,
likely intensifying regulatory scrutiny. Deloitte predicts that in
2026, generative video could provoke a regulatory response in
the United States, potentially driving broader age verification

in more states, refreshing federal challenges to Section 230
protections established in 1996 under the Communications
Decency Act, and requiring labeling for Al-generated content
published on social platforms. Success will likely hinge on
balancing innovation with moderation, as unchecked generative
video could disrupt business models, accelerate misinformation,
and further fragment society’s shared sense of reality.

Public media partnerships with streaming
giants could be a model for making

traditional TV sustainable

Public service broadcasters are publishing to social platforms,
co-producing with streamers, and forming partnerships with the
largest video distributors. They can offer lessons to for-profit US
media companies.

Public service broadcasters (PSBs) are adapting to the

pressures facing many traditional networks by coproducing

with streamers, promoting content on social platforms, and
experimenting with staggered releases. These strategies help
extend reach, attract younger audiences, and inject local content
into global platforms. In 2025, there was an acceleration, with
three notable deals between broadcasters and streamers in

just a few months. In 2026, Deloitte predicts another handful of
broadcaster-and-streamer deals. Further, we also expect to see
more coproductions and other initiatives—once again led by
PSBs. Their adaptability can offer lessons for US broadcasters
and niche studios facing similar disruption from streaming and
social video. However, PSBs should be careful when navigating
for-profit relationships that could threaten their mandates to
represent the public.

Next-gen satellite internet is
transforming pricing, capacity,

and regulation worldwide

Satellite connectivity sees direct-to-device growth but often faces
monetization hurdles, while low-Earth-orbit data expansion and
tech advancements help reshape deployment and resilience, and
create regulation complexities

Deloitte predicted spending on direct-to-device (D2D) network
infrastructure—mainly satellites—at $3 billion in 2024, but it
reached around $4 billion and is expected to rise to between
$6 billion and $8 billion by 2026. Deloitte also predicts that
around 1,000 D2D satellites will provide low-bandwidth
connectivity services (SOS, text, and voice) in areas that may
lack terrestrial cell coverage, with some D2D networks aspiring
to provide higher-speed services. Adoption and willingness

to pay for D2D remain uncertain, meaning monetization and
business models for D2D are still unclear. We further predict

Gillian Crossan
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that the number of communications satellites in low Earth orbit
will reach between 15,000 and 18,000 satellites, connecting over
15 million global subscribers by the end of 2026. Another trend
for 2026 in low Earth orbit will be new entrants that may disrupt
emerging-market telcos with low-cost monthly broadband
services, rather than partnering with terrestrial telcos as some
other satellite providers are.

Gifts beat gigabits: Some mobile users
rank rewards over network upgrades

Some consumers in developed markets struggle to perceive
improvements in network performance. Telecom companies should
consider more creative offerings to increase market share.

Deloitte predicts that in 2026, mobile operator reward schemes
may matter to consumers in developed markets as much as—
or even more than—network performance. In the medium

term (the next five years through 2030), there is a reasonable
probability that no new fundamentally revolutionary devices
connecting to mobile networks will emerge, nor will there be any
transformative applications running on these networks. Over
the remainder of the decade, as network upgrades continue,
non-network benefits may become increasingly critical to attract
users or suppress churn. Such perks may be more tangible to
consumers than network infrastructure upgrades.

Deb Bhattacharjee

Global United States

Tim Bottke

Girija Krishnamurthy
Global

Endnotes

Jody McDermott
Germany Canada

1. Nick Lichtenberg, “Without data centers, GDP growth was 0.1% in the first half of 2025, Harvard economist says,”

Fortune, Oct. 7, 2025.

2. Deloitte analysis of historical S&P500 data. As of December 31, 2008, technology weighting was 15.27% and
communications services was 3.83%, for a combined TMT total of 19.1%. As of October 31, 2025, information
technology weighting was 35.02%, communications services was 10.94%, and two consumer discretionary stocks
that are generally considered tech stocks have a combined weighting of 6.68%, for a total of 52.64%.
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TMT Predictions 2026 - India insights

Foreword

The future rarely arrives with an announcement. It first appears
in habits that seem ordinary. For example, a commuter watching
a two-minute serial on a phone, a creator shaping video using
Al, an online transaction completed in seconds and a business
decision supported by infrastructure that remains invisible to
the user.

Across India, such moments are beginning to signal a deeper
shift in the Technology, Media and Telecommunications (TMT)
space. TMT players are entering a phase where competitive
advantage will come from building scale and converting it into
capability, relevance and lasting value.

In technology, some of the country’s most significant moves are
unfolding as digital ambition turns into real industrial capability.
Semiconductors and data centers are becoming central to this
shift as demand for computing power, resilient infrastructure
and secure digital capacity continues to rise. The next growth
phase will be shaped by how well India builds around its natural
strengths and addresses practical constraints that investment
alone cannot solve. At the same time, changing geopolitical
priorities, evolving semiconductor supply chains, rising demand
for Al talent and growing emphasis on data sovereignty are
beginning to reshape where technology investments flow. India
is well placed to benefit, with stronger investment momentum,
new opportunities for GCCs and a growing role in technology
ecosystems shaped by trust, localization and long-term
resilience.

Affordable connectivity has already expanded digital access at
the national scale. The next opportunity is likely to come from
making that access more useful in everyday life - in ways that

fit local routines, small-ticket spending and user expectations

across smaller cities and towns.

Media is using shorter attention spans to shape new bite-

sized storytelling formats. Regional languages are influencing
mainstream consumption more deeply, while emerging formats
are bringing entertainment, conversation and community closer
together. At the same time, generative Al is lowering creative
barriers and widening participation in content creation far
beyond established metro hubs.
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A common thread runs through these shifts: India often gives
emerging technologies their most scalable form when they
are adapted to local behavior, linguistic diversity and everyday
affordability.

The India edition of TMT Predictions 2026 explores where
these signals may lead next. Some trends are already visible
in daily life; others are still taking shape beneath the surface.
The patterns emerging today often offer the clearest view of
tomorrow.

I invite you to flip the pages of the report and discover the trends
quietly shaping the future of the TMT landscape.

Happy reading!

e
ey I

Peeyush Vaish
Partner and TMT Industry Leader
Deloitte India

Technology, Media and Telecommunications Predictions

This year, our predictions point to a turning point in India’s Technology, Media and
Telecommunications (TMT) industry. Scale has already transformed digital access across the country.
The next phase will be defined by how that scale translates into capability, innovation and meaningful
consumer value.

India’s bolder shifts are expected to be most visible outside metros, where digital adoption is high, but
spending remains cautious moving beyond competing on cheaper gigabytes to becoming a daily-life
platform that solves recurring consumer needs, Deloitte predicts that telecom operators will integrate
practical, everyday services into their platforms. These include skill development and digital literacy,
healthcare access through partnerships with local clinics and diagnostic centers, mobility support
(ticketing, route updates and alerts), and affordable meal solutions through tie-ups with local providers.

Al, evolving telecom services and new creator-led media formats are bringing the three sectors closer
than ever before. Indian enterprises will need to look beyond individual technologies and focus on
building integrated ecosystems through industry and academia collaborations. Those who align
infrastructure, content and services with everyday digital behavior will define the next decade of
India’s digital economy.

Our predictions this year point to a pivotal moment for India’s technology ecosystem as it

evolves from a demand-driven market into a strategic builder of digital infrastructure. With the
semiconductor market projected to reach US$120 billion by 2030 and US$300 billion by 2035, the
opportunity lies not only in consumption but in developing a robust domestic value chain spanning
design, manufacturing and advanced capabilities. At the same time, the rise of Al is reshaping

the data center landscape, with power demand from data centers expected to reach ~57 TWh by
FY2030, bringing new focus on energy readiness, cooling innovation and infrastructure planning.
As these foundational technologies scale, India has the opportunity to emerge as a critical hub

in the global digital economy, and with its talent force building on the tech prowess, a whole new
dominance is ready to take off.

Across India’s media and entertainment sector, new formats and creator-led platforms are rapidly
transforming how audiences discover, consume and engage with content. The rise of short-form
micro-dramas, regional video podcasts and hybrid live experiences reflects a deeper shift toward
personalized and vernacular storytelling, particularly among younger audiences. Micro drama
revenues alone are expected to grow by 15-20 percent annually over the next few years, signaling
strong momentum for emerging content formats. As generative Al begins to expand creative
possibilities from virtual creators to Al-assisted production, the industry’s next challenge will be
balancing innovation with trust while ensuring transparency, authenticity and responsible use of
synthetic media.

Peeyush Vaish

Partner and TMT Industry
Leader

Deloitte India

Siddhartha Tipnis
Partner and Technology

Sector Leader
Deloitte India

Chandrashekar Mantha
Partner, Media and
Entertainment Sector
Leader

Deloitte India
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Video podcasts dominate:
Opportunity for brands,
competition for traditional video

Podcasting is becoming a video-first, multilingual

medium with booming reach that may help

brands reach global audiences, while occupying

a larger share of viewers’ screen time

Podcasts aren't just for listening anymore: Now, you can

watch them too. Video podcasts—or vodcasts—are redefining
how audiences consume long-form media by blending audio
storytelling with visual appeal, making content more immersive
and shareable. As they blur the lines between podcasts, social
media, and streaming video, creators are using cross-platform
distribution to boost engagement, build communities, expand
ad revenues, and unlock new sponsorships. And now, vodcasts
may be starting to claim the screen time once monopolized by
traditional TV and streaming platforms.

At the same time, audiences in emerging markets like India,
Nigeria, and Brazil are embracing podcasts for their mobile-
first, low-bandwidth appeal. The rise of localized, multilingual
content is also fueling this growth, making podcasts a truly
global and culturally diverse medium—even as issues around
monetization, language accessibility, and infrastructure gaps
pose real obstacles. Deloitte predicts that the annual global
ad revenues for podcasts and vodcasts will reach roughly US$5
billion in 2026, marking a nearly 20% year-over-year increase in
revenues.'

Combine the rising popularity of vodcasts with the global
expansion of podcasts, and what you get is a market poised for
significant growth in terms of audience, reach, and advertising
revenues. Still, the industry’s path forward will likely depend on
how effectively creators and platforms can navigate challenges
around discoverability, monetization, and scalability.

Vodcasts innovate to engage audiences
in new ways

These visually focused podcasts will continue to gain traction
with consumers—and advertisers—into 2026 and beyond.
The drivers of this growth are likely threefold: their seamless

integration into existing and popular media platforms, the use
of social clips to drive buzz and virality, and their ability to more
deeply connect vodcast creators with their loyal audiences.

We predict that the
percentage of popular
podcasts with video will
rise and consumers will
increasingly gravitate
toward platforms that
embrace video.

Some streaming music and audio services, including Spotify,
Wondery, Podbean, and YouTube,? have integrated podcast
video feeds directly into their user interfaces in recent years,
making them accessible and available to consumers. In tandem,
some major providers have equipped podcasters with the

tools and know-how needed to create and monetize their video
assets, making vodcast offerings more plentiful.® Although
some of the other podcast services that are supporting vodcasts
are long-time and well-known players in the space, YouTube is

a relatively new entrant as of 2022,4 but is already having an
impact: They boasted one billion monthly vodcast viewers in
early 2025, launched a ranking of top podcasts list for the US
market,> and set a Guinness World Record for a vodcast episode
of “New Heights" in August of 2025 with a live audience of

1.3 million concurrent viewers.® Making these vodcasts available
on popular platforms and services—where many people are
already spending their time and subscription dollars—Ilowers
the barriers to entry for many consumers and increases uptake
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and engagement with both content and ads. Different podcast
platforms have different approaches to video versus audio-only
formats: Some are audio only, or nearly so, while others feature
all podcasts with video versions. Spotify, which only started
offering video versions in 2022, now has over 60% of its most
popular shows offering a video component as of mid-September
2025.7We predict that the percentage of popular podcasts with
video will rise and consumers will increasingly gravitate toward
platforms that embrace video. For their part, as of the Fall 2025
Digital Media Trends report, 27% of US consumers say they
watch vodcasts weekly, a trend that is led by Gen Zs

and millennials.®

The video component of vodcasts brings audiences into the
conversation in a way audio alone simply can't. Viewers see
hosts’ facial expressions, body language, and the visual context
of the environment, which creates a sense of closeness.

When viewers see the podcast hosts they know and love, the
parasocial relationship strengthens—along with trust and
perceived authenticity—which drives community and
engagement.® All this engagement adds up: Users who watch
vodcasts consume 1.5 times more content than users who

only listen to podcast content.”®Video also adds a compelling
visual storytelling layer that appeals to younger, digitally native
audiences and enables creators to reach new viewers across
platforms. Advertising and sponsorship opportunities also
increase with a visual format, as they allow for logo and product
placements and the creation of short clips ready-made for
social sharing."

As such, social media platforms are also key to the success of
vodcasts.'? Short vodcast clips can be repurposed and shared
across social media platforms to reach different audiences

and highlight the most engaging and buzzworthy parts of an
episode. The use of social platforms and viral social clips extends
the reach of the vodcast, allows for discoverability, expands the
scope for ads, and gives the podcast creator a chance to directly
interact with their audiences.

The vodcast boom may continue to put pressure on other
video entertainment offerings and platforms, as these video
assets compete for coveted—and finite—screen and TV time.
Already in 2024, almost half of podcast viewers say they watch
on a connected TV.”® And competition from this format may be
what'’s pushing some traditional streaming video providers to
think about entering the podcast space."As video podcasts
popularize and take over the living room, it's clear the format is
changing consumers’ behaviors in ways worth paying attention
to: Whereas audio podcasts can be consumed while doing other
activities like commuting or exercising, vodcasts require more
focused attention. Forty-four percent of US vodcast watchers
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say they never multitask while watching compared with 29% of
podcast listeners who say they never multitask while listening.'>

This more focused attention on the content could lead to
greater engagement and increased subscriber growth, which
can attract more attention and investments from advertisers
and sponsors who want in. As it stands, roughly a quarter of US
podcast watchers and listeners (and more than a third of Genz
and millennial podcast watchers and listeners) say they often
purchase products or services that they hear advertised on
podcasts, according to the latest Fall 2025 Digital Media Trends
data.'®* More advertisers and sponsors mean increased revenue,
which will drive reach, growth, and innovation. In short, the rise
of vodcasts is likely to define the next chapter of the podcast
industry’s evolution.

Local, multilingual podcast content:
Coming to a market near you

What started as a largely US-centric audio format is rapidly
evolving into a dynamic global medium."” While the percentage
of weekly podcast listeners varies widely across regions, the
global average is around 22%—with markets like Indonesia
(42.6%) and Mexico (41.8%) leading the way in listenership.’®
Several factors are fueling the surge in podcast consumption
across emerging markets: expanding mobile connectivity,
increasing global investments by streaming audio platforms,
and growing availability of local and multilingual podcast
content and vodcasts.

Established audio streamers
are expanding globally and
fueling podcast growth by
investing in local language
content.

The expansion of mobile internet access globally has
democratized connectivity and content consumption. In
countries like India, Nigeria, and Brazil, affordable smartphones
and data plans have brought millions online.’” For example,
mobile data costs in Nigeria have dropped by roughly 97% over
the past decade: While 1GB of mobile data cost US$11.15 in 2014,
by 2023, it decreased to US$0.39.2° Access to lower-cost devices
and plans is making on-demand audio and video content—like
podcasts and vodcasts—accessible to more people in more
places.

Established audio streamers are expanding globally and
fueling podcast growth by investing in local language content.
Spotify, for instance, is funding creators and forming exclusive
partnerships across Latin America, Africa, and Asia to develop
regionally relevant shows.?' Other platforms are licensing
popular local podcasts, producing original content, and building
tools to support regional talent.?2 Despite much of the industry
being English centric, there is a growing understanding that
multilingual and culturally specific programming could be key
to sustaining global podcast growth. Meanwhile, new platforms
in countries like Lebanon, India, and Nigeria 23 are emerging

as hubs for local content and are increasingly partnering with
global players to expand their reach.

New formats like vodcasts are also driving engagement, as
they appeal to younger, digitally native audiences in emerging
markets that typically have younger populations than more
developed economies.?

The global rise of podcasts has implications for monetization
strategies, with platforms boosting discovery and consumption
especially for non-English content.?> More and more,
multinational brands might lean into ad placements in regional
shows and within culturally relevant storytelling to reach
diverse, engaged audiences—though cost per mille in emerging
markets remain low, making revenue generation challenging
for creators. Despite the obstacles, market globalization is
fueling a surge in localized ads, branded content, and creator
partnerships that cross borders.?

The bottom line: Untapped global
audiences and new growth opportunities

Vodcasts and podcasts are taking over the living room

and pushing into emerging markets globally, presenting
opportunities and challenges for several players in the media
and entertainment space.

Streaming audio and music platforms might focus on building—
or improving—tech capabilities that allow for the seamless
streaming of vodcasts directly within their app, though this
involves investments in infrastructure, technology systems,
and personnel. For those with existing capabilities, exploring
dynamic, shoppable elements in vodcast advertising—like the
ability to click right on the video ad to shop or purchase—

is the next step toward securing lucrative partnerships

and sponsorships with advertisers, and growing

industry monetization.
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Success will likely depend
on the ability to localize
content, build trust with
diverse audiences, and
navigate an increasingly
complex competitive
landscape.

These same platforms should explore expansions into emerging
markets, which might include investing in local and regional
content and personalities (as well as gen Al capabilities to auto-
translate and lip-synch audio and video content ’) to appeal to
new markets and grow audiences. Though there are upsides,
globalizing the market involves a nuanced understanding

of regional preferences, regulatory environments, and
monetization models. Success will likely depend on the ability to
localize content, build trust with diverse audiences, and navigate
an increasingly complex competitive landscape. Streaming audio
providers should also explore offering offline access to content,
file compression, and lower bitrate streaming modes, especially
in regions where bandwidth is still expensive and networks

are unstable.

There may also be unique opportunities for subscription video-
on-demand providers to capitalize on the vodcast boom—most
notably by launching companion vodcasts that keep audiences
engaged between seasons while expanding their content slate.?®
Streamers might also consider podcasts as low-cost incubators
for new stories and emerging talent, with the podcast-to-screen
funnel tapping into existing fanbases and reducing development
risk.? Likewise, partnering with established creators who
already command loyal followings and understand how to spark
social buzz offers a fast track to cultural relevance. These tactics
aren’t about chasing the vodcast hype. They transform audio-
first storytelling into a strategic engine for retention, deeper fan
engagement, and sustainable long-term growth.
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India perspective

Growth of video podcasts in India: Blending conversational
content with the reach and monetization of video

Quick reads

* Indian podcast market grows: The Indian podcast
market will grow multi-fold over the next three-to-
five years. As podcasts shift from being a casual
entertainment format to a part of daily routines, the
audience base is expected to expand at a high double-
digit CAGR, driven by the ubiquity of smartphones,
affordable data and maturing digital behavior.

* OTT players introduce audio-only podcasts: Major
OTT players are expected to introduce audio-only
podcast offerings as a strategic extension of their
content ecosystem, engaging audiences beyond
screen-led consumption, enhancing daily user
engagement and tapping into incremental use cases.
This will ultimately promote subscriber growth and
retention.

* Widespread adoption will take time: Large-scale
adoption of paid or subscription-only podcast models
may take time to gain traction in India. Instead,
hybrid platform monetization spanning superfan
membership, branded content and live events/
products will primarily be driven by advertising and
sponsorships.

* Niche determines growth: Creators with strong niche
positioning in regional languages, particularly across
business, education, health, finance and lifestyle
genres, are anticipated to experience stronger growth
than creators of short-form social content, driven by
higher trust and attention.

* Continued expansion reshapes the creator
economy: In the near term, podcasts will complement
traditional media in terms of viewership rather than
replace it. The sustained expansion of the Indian
podcast industry is expected to materially reshape the
creator economy by shifting value from pure reach to
depth of engagement.

* Podcasts attract more youngsters: As audience
attention shifts from mass media, podcasts are
expected to capture the mindshare of youth audience,
particularly for news/policy analysis, leadership
conversations and entertainment-driven content.

Before COVID-19, India’s podcast ecosystem was in its early
stages of growth. Podcast consumption rose during the
pandemic, as audiences spent more time at home seeking
entertainment and information." However, the pace of new
podcast creation and launches slowed down during 2021 and
2022, as many independent creators and smaller podcast
firms encountered sustainability constraints.? Consequently,
the number of active podcasts decreased, and several under-
monetized shows were discontinued. Following 2023 and 2024,
audience consumption rebounded, with renewed interest in
favor of select podcast genres.?

Predictions for 2026 and beyond

As India’s digital economy accelerates, multiple content, media
and technology segments are entering a new phase of scale and
diversification. The next three-to-five years will be shaped by
shifts in consumer behavior, rapid infrastructure expansion and
the emergence of new monetization pathways across formats.

India’s podcast market will grow multi-
fold over the next three-to-five years.

Deloitte Predicts that India’s podcast ecosystem is poised
for significant scale-up as listening habits mature, daily use
cases expand, and the audience base increases at a high
double-digit CAGR. This growth will be driven by the ubiquity
of smartphones, affordable data INR9 (US$0.10),4 and
maturing digital behavior.

From late 2023 onward, engagement patterns have stabilized
and diversified, with users integrating podcasts into their
daily routines, such as during commutes, workouts and
downtime. According to a 2024 consumer study, 12 percent
of Indians actively engaged with podcasts.® In contrast, the
US had 47% (12+ aged) active podcast listeners in 2024,°
underscoring India’s potential for increased awareness

and adoption. As of late 2025, India’s mobile ecosystem
comprised about 1.2 billion mobile and wireless subscribers,
with nearly 955 million wireless internet connections.” Within
this base, 5G users consume an average of around 40 GB
(per user) of data per month, with an average monthly
mobile data traffic of about 27.5 GB per user (across all
networks combined) in 2024.8 This sharp rise in mobile data
consumption, combined with the mobile-first structure of
India’s digital economy and a strong youth-driven user base,
increased podcast audience from 100 million listeners in
2024 to over 200+ million in 2025.° As a result, the Indian

podcast ecosystem began to pick up pace, characterized

by strong audience growth, an expanding reach and
regionalization. It has opened new opportunities for creative
expression, niche storytelling and audience engagement.

India’s podcast market — from
headroom to habit

The shift

India is moving from experimentation to scale.
Podcast consumption has doubled in one year, signalling
a behavioral inflection point rather than incremental
growth.

The context: An underpenetrated but high-potential
market

12% adoption in India vs 47% monthly in the US
Mobile-first digital foundation

1.2B mobile subscribers 955 Million wireless internet
users

Data consumption tipping point 5G users: 40 GB/
month (up sharply from ~27.5 GB)

The inflection point

Audience scale-up100M - 200M listeners (2024-2025)
This marks the transition:trial - routine - embedded in
daily life (commutes | workouts | downtime)

What this enables

Regional language ecosystems

Niche and interest-based communitiesNew formats for
storytelling and brand engagementCreator-led media
models

The insight
India’s podcast market is still in its early days.

With distribution, data and a young user base already
in place, the medium is entering its scale phase, where
monetisation, localisation and IP creation will accelerate.

India’s podcasting market will shift
toward platform-led monetization
models.

Podcasts in India remain particularly popular with younger
listeners aged 18-25 and 26-35. Gen Z forms a significant
user base driven by mobile and on-demand preferences.
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Furthermore, Connected TV (CTV) is now India’s second-
most-popular streaming device, after smartphones.
India’s active CTV user base reached ~129.2 million users
from 35-40 million homes in 2025, up by approximately
85-87% YoY."°This scale positions living-room screens

as a meaningful medium for long-form video podcasts,
enabling a multi-surface content strategy where shorts
can be viewed on mobile phones and full episodes can
be watched on CTV.

To better serve large-screen audiences, creators are
shifting from basic webcam formats to multi-camera
studio productions with high-definition visuals. During
the WAVE 2025 Summit, the government announced
a US$1 billion creator-economy fund (Public-Private
Partnership structure) to enhance access to capital,
skills and production quality, with expected benefits
for studios and professionalized creators." This
trend reflects the growing professionalization of the
ecosystem, with more shows adopting studio-based,
multi-camera video formats and production houses
playing an active role in supporting creators.

* Platform mix: Leading audio streaming platforms,
comprising podcast directories and hosting services,
have a significant audience reach with substantial
consumption.’? They act as the primary host to
capture watch time and search discoverability for
video podcasts, whereas social media platforms serve
as promotional channels.’

* Genre: Interviews, panel discussions, narrative
series, solo commentary, repurposed OTT/radio,
entertainment, news, educational and celebrity
talks are delivered as video-first content primarily
optimized for shorts/reels/long-form content.™*

Publicly available platform-level subscriber data

for leading Indian podcast creators reveals that the
combined subscriber base of the top five podcasters

in India surpassed 30 million in 2025."> India is a price-
sensitive market, where a majority of consumers prefer
the free version with ad-supported experiences or
bundled OTT or telco offerings. Therefore, monetization
through ads and subscription uptake is low. For instance,
the average subscription price for a leading global
audio streaming platform in India (including podcasts)
ranges from INR139 per month to INR299 per month."®
Moreover, consumers are likely to pay INR7-25 for
specific features or short-term experiences rather than
committing to a subscription plan.”
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Most video-first OTT platforms remain primarily focused on
long-form video content and do not currently offer native,
standalone audio podcast formats. Deloitte predicts that
OTT players in India are likely to increasingly integrate podcast
offerings into their content mix as a strategic extension of
their content ecosystems. It will enable platforms to engage
audiences beyond screen-led consumption, enhance daily user
engagement, and tap into incremental use cases, ultimately
supporting subscriber growth and retention.

Monetization models will need to catch
up with improving the quality and scale
of content creation.

Micro-payments and one-click low-value purchases are still

in their early stages and have not yet become mainstream for
content, resulting in the continued dominance of wallet-based
and subscription-driven monetization models. Users usually
find content through social media snippets and do not prefer
recurring payments for single creators. Deloitte predicts
that large-scale adoption of paid or subscription-only podcast
models may take time to gain traction in India. Instead, hybrid
platform monetization spanning superfan membership,
branded content and live events/products will primarily be
driven by advertising and sponsorships.

The growth of paid subscriptions will depend on the scale

at which streaming platform players and telecom operators
can create low-friction, bundled paid offerings. Platform
investments in brand adoption of long-form podcasts will be
the primary enablers as paid guest placements and bundled
deliverables (podcast episode and social content) emerge.
Marketers seek deeper engagement than banner ads or short-
form promotional formats, even though revenue from ads

and subscriptions remains modest. Across the broader digital
advertising mix, FMCG, e-commerce, consumer durables,
automotive and Banking, Financial Services and Insurance
(BFSI) sectors are expected to drive major digital and online
content investments in India. Their focus on brand building,
performance marketing and the targeted audience reach aligns
well with long-form and interest-led formats. As a result, these
sectors are likely to sponsor podcasts across business, finance,
lifestyle, health and culture, where contextual alignment and
audience trust are key in engagement and recall.®

Furthermore, the rise in Al adoption will play a significant role
across the podcast lifecycle, reducing production friction while
expanding creative capabilities. It will help improve content
visibility and match the right listener with the right podcast.

¢ Production: Al editing tools that remove silences, filter words,
and background noise; and add translation and voice cloning
help streamline workflows and faster turnaround times,
enabling higher production frequency. Predictive analytics
can be used to estimate episode performance and optimal
duration."”

* Discovery: Al-assisted topic ideation using trend analysis and

listener behavior data, and recommendation engines powered

by machine learning enhance content relevance, which
improves the discovery of niche shows by matching them with
relevant audiences.

* Accessibility: Real-time captions and multilingual audio
support broaden reach across India’s diverse linguistic
landscape.

These capabilities are likely to accelerate adoption, make
podcasts easier to consume, and enable sustainable revenue
growth for creators and platforms over time.

Regional language podcasts will become
a key segment of India’s podcast
ecosystem.

Regional-language podcasts are rapidly rising. This has
massively expanded the listener base, enabling hyper-local
and culturally grounded storytelling formats to thrive with
deep engagement in tier Il and tier lll markets. Genres such
as personal growth, motivation, entertainment, storytelling,
news, business, leadership and entrepreneurship are driving
the growth of audio podcasts. On the other hand, influencer/
celebrity interviews, development, lifestyle, entertainment,
culture and comedy are primary genres driving the video
podcast ecosystem in India.

Deloitte predicts that creators with strong niche positioning

in regional languages, particularly across business, education,
health, finance and lifestyle genres, are likely to experience
stronger growth than creators of short-form social content,
driven by higher trust and attention. Podcast conversations are
expected to become more candid, similar to OTT platforms. The
low entry barriers and creator-led nature of podcasts will drive
increased content creation. As audiences value honesty, depth
and relatability, this democratized content-creation model will

become a key differentiator, and new genres are likely to emerge

in the near future.

Podcasts are powering India’s digital
creator economy.

India’s expanding podcast ecosystem is fueling the creator
economy, supported by large, engaged audiences across
multiple monetization levers, such as ads, subscriptions,
branded content and paid community access. It also
complements the traditional media segment. Podcast platforms
and hosts are investing in local formats with multilingual

shows, enabling them to monetize opportunities and

audience engagement.?°

Government and industry initiatives aim to expand digital
content creation by providing funding support and hosting
creator-focused events, helping lower entry barriers and
stimulating investment in high-quality production. For example,
one of the leading online video-sharing platform has publicly
reported creator payouts, with over INR21,000 crore paid

to Indian creators, artists and media companies between

2022 and 2025. The platform also announced an investment

of approximately INR850 crore over the period 2025-27 to
accelerate the growth of India’s creator economy. It will further
promote collaboration between creators and ad agencies,
driven by the platform'’s local investments and ad demand for
vernacular audiences, targeting regional segments/categories.

Deloitte predicts that in the near term, podcasts will
complement traditional media in terms of viewership rather
than replace it. The sustained expansion of India’s podcast
industry will contribute towards the growth of India’s creator
economy by shifting value from pure reach to deeper
engagement. As audience attention shifts from mass media,
podcasts will capture the young audience’'s mindshare,
particularly for news/policy analysis, leadership conversations
and entertainment-driven content.

Podcasting is poised to become a catalyst for both individual

creators and media businesses, strengthening India’s broader
creator economy. Unlike traditional media, podcasts operate in

The Bottom Line

Technology, Media and Telecommunications Predictions

a lightly regulated, platform-driven environment, offering on-
demand access to audiences to consume audio/video content
at their own pace. This convenience with flexibility will make
podcasts a natural extension of digital content consumption.
The shift is evident from appointment-based content to
personalized, on-demand formats, especially among younger
audiences, such as Gen Z, and those in urban/metro areas who
are moving away from scheduled broadcasts.?

While podcasts may be subject to broader digital content
regulations, their applicability and interpretation remain unclear.
In practice, enforcement is driven largely by individual platform
policies rather than formal statutory norms. There is no unified
content code or standard for podcasts, unlike the Programme
Code governing television. At present, the Information
Technology (Intermediary Guidelines and Digital Media Ethics
Code) Rules, 2021, amended in 2022/23, including provisions
under Rule 18, have limited but partial applicability to podcast
networks/platforms operating in India. However, their scope
remains indirect, with interpretation and compliance largely
shaped by platform-level policies rather than podcast-specific
regulatory guidance.

Consequently, areas such as content moderation, licensing and
rights management, including consent and attribution, have
become emerging issues. There is a growing need for self-
regulatory practices focused on fact-checking, disclosures and
ethical standards. The Ministry of Electronics and Information
Technology's (MeitY) draft amendments were released in
October 2025.2The amendments target synthetic media/
deepfakes labeling and metadata for Al-generated content,
with additional accountability for major platforms. Moreover,
the Ministry of Information and Broadcasting's (MIB) proposed
Broadcasting Services (Regulation) Bill, 2024,2* aims to bring
digital creators, including podcast hosts covering news/current
affairs, under registration and content evaluation norms. As
regulatory frameworks continue to evolve, creators must
actively manage copyright ownership, platform guidelines and
broader intellectual property considerations.

Podcasts will derive greater value from the depth of engagement

India’s podcast ecosystem is gaining strategic relevance within the broader digital media landscape. Its evolution is
being shaped by engagement depth, monetization design, format innovation and technology-led efficiencies.

+ Podcasts are set to become a structural pillar of India’s creator economy, shifting value from reach to depth of
engagement while complementing traditional media in the near term rather than replacing it.
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The podcast ecosystem in India rebounded in the post-pandemic phase, shifting from early volatility to a stable,
high-growth trajectory, supported by stabilizing consumption patterns and genre-led audience concentration.
Creators with strong niche positioning in regional languages are likely to experience stronger growth.

Advertising and brand partnerships are expected to be the primary revenue drivers, with deeper engagement
formats. Over time, the market is expected to evolve toward hybrid monetization models, driven by bundled telcos’
offerings rather than standalone paid subscriptions.

Video podcasts are emerging as a mainstream format, driven by online video sharing platform-led distribution
discovery, short-form social promotion and the growing role of CTV as a second screen for long-form content. OTT
players may add audio-only podcasts as a complementary content layer.

The integration of Al across the podcast lifecycle is transforming production and discovery, offering automated
editing and improved content recommendations, thereby reducing friction and boosting scale.
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Growth of video podcasts in India:
Blending conversational content
with the reach and monetization

India is moving from a niche audio category to a 200M+ video
first podcast powerhouse, but monetization maturity and
regulatory clarity will shape the next phase of growth.
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The rise of live experiences: Monetization

meets momentum

Quick reads

* Millennials and Gen Z value experiences: Indian
consumers, particularly millennials and Gen Z, are
expected to prioritize spending on experiences
over material goods, a trend expected to accelerate
as disposable incomes rise, and the middle class
expands.

* OTT drives growth: OTT is predicted to become a
scaling engine that converts a physical venue into a
multi-million-viewer national and global audience,
positioning digital as the new “front row" of India’s
concert economy.

* Large platforms shape content ecosystem: India’s
content ecosystem will be shaped by large platforms,
which are driving the creation of original IP, attracting
global brands and elevating production standards
across the industry.

* Investment moves beyond metros: The most
significant development is expected to occur in the
“middle layer” of venue capacity, which ranges from
2,000 to 10,000 seats, as investment will decentralize
beyond metro cities.

* Al transforms live experiences: Al is predicted to
become a collaborator, turning concerts into dynamic,
personalized and boundary-expanding experiences
that strengthen the bond between artists and fans.

It will revolutionize live events by making audience
engagement more interactive, tailored and responsive.

Once a nascent sector with occasional international tours, live
entertainment in India is now set for remarkable growth. It

has become a major cultural and economic force. Increased
disposable income, a tech-savvy youth and a willingness to
invest in premium events are making concerts a key part of
India’s experience economy. The rise of OTT platforms, large-
scale festivals and investments in concert venues across tier |, 11
and lll cities are redefining entertainment. Government reforms
and public-private partnerships are accelerating this shift by
easing approval processes and developing infrastructure to host
world-class events. As more international artists tour India and
local performers expand their reach, the industry is reaching a
new stage of maturity and diversity.

Predictions for 2026 and beyond

India’s live music and events industry is entering a high-growth
phase, powered by rising consumer spending, global artist tours
and the expanding influence of digital platforms. According to
a white paper titled “India’s live events economy: A strategic
growth imperative,” released at the WAVES 2025 summit, the
live events sector was valued at over INR20,800 crore in
2024, reflecting a 15% Y-o0-Y growth.' The sector’s value

is expected to double by 2030, indicating a dynamic new
driver for India’s creative economy. With over 200 large-scale
live events already scheduled through 2026, India’s concert
economy is experiencing significant growth.?

India is heading for a global top five
entertainment position by 2030.

Corporate sponsorships, which account for nearly 40% of
revenues, further indicate the sector’s strong economic
potential.* In 2024, the live events segment added nearly
INR13 billion in incremental revenue driven by strong demand
and improved monetization beyond brand sponsorships.®
Premium ticketing, including VIP and luxury experiences,
doubled year-on-year, showing increased audience spending
and higher returns for promoters and investors. This growth,
along with the rise of high-value customer segments, suggests
stronger profitability prospects for live-event investments.
Concerts are now multi-billion-dollar economic engines that
influence other sectors as well, including tourism, hospitality,
taxes and sustainability. By 2030, India has the potential to
become one of the top five live entertainment markets globally,
alongside the US, the UK, South Korea, and the UAE.® The
momentum is fueled by youth-centered demand and the “FOMO
effect” amplified by social media. With continued strategic
investments, policy support and infrastructural upgrades, the
country is on track to become one of the top five global live
entertainment destinations by 2030.

India is evolving into a viable global event
destination.

India will be a regular stop on the global tour circuit, attracting
marquee international acts and festival franchises that are finding
commercial success in the country. For example, the Coldplay
concert in Ahmedabad generated an estimated economic impact
of INR641 crore and attracted over 222,000 fans.’
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Rolling Loud'’s first India festival in Navi Mumbai, organized in
late 2025, featured internationally renowned hip-hop artists,
such as Central Cee, Wiz Khalifa and Don Toliver, as well as
Indian acts. The event attracted 65,000 fans, and its success
secured its return in November 2026. This inaugural festival
marked a significant milestone for India’s hip-hop scene,
streaming live on JioHotstar. Organizers have already begun
early ticket sales for 2026.8

The success of such festivals and the planned appearances

of global artists, such as Linkin Park and David Guetta, in

2026 suggest that the environment is highly conducive for
large-scale ultra events.® The market continues to draw top-tier
international acts, with major promoters adding India to their
global tour schedules.

The experience economy will drive
premium concert growth.

The Indian concert scene now mirrors a global map, with
international and Indian artists sharing the stage. This
convergence is shaping both commerce and cultural influence.
Tour routes serve as soft-power gestures, elevating India to the
status of a creative force worldwide. Audiences also benefit
from this as occasional gigs are now regular, high-quality
events. Organizers adopt strategies such as phased pricing,
flexible payment options, including “buy now, pay later,” and
localization. They offer tiered pricing, allowing bookings with
only half the upfront payment. A few events are offering ticket
booking with just a 25% deposit, lowering participation barriers
while maintaining a premium atmosphere.”® Concerts now serve
as comprehensive marketing and brand engagement platforms.
Companies across fintech, retail, lifestyle, FMCG and consumer
tech are investing in concerts as sponsors and co-creators of
immersive experiences ranging from VIP zones and pre-sale
ticket offers to on-site interactive brand spaces.

Deloitte predicts that Indian consumers, particularly
millennials and Gen Z, will continue to prioritize spending on
experiences over material goods, a trend expected to accelerate
as disposable incomes rise and the middle class expands.
Integrating concerts with digital extensions, merchandise, brand
collaborations and premium fan experiences will transform
artists into entrepreneurs and concerts into multi-channel
revenue sources.

While global performers draw attention, India’s domestic scene
is also set for significant expansion. Cross-genre collaborations
and fusion formats are becoming key audience magnets.
Regional and alternative genres are also rising, supported by
various private corporations.
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Various cultural centers across the country have become key
driver of this transformation in 2025, hosting numerous global
Broadway shows. Regional theater and musical dramas are

also making a comeback, with many events selling out shows
throughout the year. This highlights the commercial potential of
drama and musical formats beyond traditional music concerts."
Bollywood-led mega shows, Indie and alternative acts, classical-
contemporary fusion and destination-based festivals are
expanding the addressable audience far beyond metros.

India can accelerate its concert growth by adopting proven
global models. While international tours have validated India’s
scale and spending power, domestic star power, cross-genre
collaborations, regional music and immersive formats that
blend culture, technology and tourism will unlock real growth.
Circuit-based festivals, hybrid concerts combining virtual and
physical formats, and immersive events inspired by Coachella
or Tomorrowland could reshape audience experiences. In
future, with the rising demand the large-scale music and food
festivals, such as Ziro Festival, Hornbill Festival, NH7 Weekender,
Zomaland and Nykaaland, are projected to draw about 1.5
million unique visitors each year."? Pop-up concerts at heritage

sites and scenic venues can also drive tourism and novelty value.

With improved infrastructure and promotion, India can emerge
as a global trendsetter in experiential entertainment.

The new front row is being created by
tapping into the OTT live wave.

India had over 601 million OTT users (about 41% of the
population) as of late 2025, a number projected to reach
662.63 million by 2030."* This represents strong growth
driven by both free/ad-supported Advertising Video-on-
Demand (AVOD) and Subscription Video-on-Demand (SVOD)
paid models. For example, Coldplay’s live concert stream on
JioHotstar attracted over 8.3 million viewers, complementing
in-person attendance and showcasing the potential for
massive digital reach.”

The expansion of 4G and the rollout of 5G networks

are crucial. 5G is expected to facilitate seamless 4K and
360-degree live streaming, enhancing the quality and
immersive nature of virtual concert experiences. This
momentum is now extending to comedy specials, festivals
and celebrity-led live showcases, where digital rights are
emerging as a new high-margin revenue stream alongside
physical ticketing. A blended monetization model is driving
growth by combining SVOD with high-yield AVOD, enabling
platforms to monetize both mass audiences and premium
fans. Exclusive digital-first concerts, behind-the-scenes
access, early premieres, multi-camera immersive streams and

interactive fan features are significantly widening the funnel
for live entertainment consumption.

India leads in live event streaming, especially for sports such

as cricket. Platforms such as JioHotstar demonstrate that
real-time streaming attracts significant viewers when the
content is engaging. As the second-largest music streaming
market worldwide,'® the country also shows strong demand for
live-streamed international events, including K-pop, western
pop and hip-hop, which already have sizable fan bases. With a
large, digitally connected population, India offers compelling
opportunities for OTT platforms to stream major global music
festivals and concerts. While many global music festivals are not
commonly live-streamed in India, the extensive audience reach,
as well as mobile and TV penetration, indicate that this trend is
viable and likely to expand.

Deloitte predicts that OTT will become a scaling engine that
converts a physical venue into a multi-million-viewer national
and global audience, positioning digital as the new “front row”
of India’s concert economy.

Organizer-led transformation is expected
in India’s concert economy.

BookMyShow Live, District by Zomato and other IP owners now
play a pivotal role in India’s concert industry, collaborating on
IP, attracting international brands, such as Lollapalooza and
Rolling Loud, and elevating production standards."” Large-
scale events create a significant “economic windfall” for host
regions via direct spending and substantial fiscal contributions.
A government-commissioned white paper projects that

India’s live events industry could create 15-20 million direct
and indirect jobs over the next five years, including roles in
production, security, food and beverage, logistics, technology
and hospitality.'® Some estimates also predict the creation of
around 12 million temporary jobs through concerts and live
events by 2030-2032," especially as the frequency of large-
format shows (with a capacity of over 10,000) reaches more
than 100 concerts annually.

Typically, each major event generates 2,000-5,000 temporary
jobs in on-ground and back-end roles, contributing
meaningfully to local employment. These events require high-
quality staging, sound, lighting, crowd management and data-
driven ticketing and monetization. The IP-owners/organizing
companies earn substantial revenue from live entertainment
and develop their own branded events. The growth of

formal courses and institutions in event management is
professionalizing the sector, creating a skilled pool of talent

in logistics, creative design and digital marketing. Event work
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often relies on flexible staffing and gig-economy models,
including volunteers, security personnel and technical staff,
offering adaptable employment opportunities.

Deloitte predicts that India’'s content ecosystem is poised to
be increasingly shaped by large platforms, which are driving the
creation of original IP, attracting global brands and elevating
production standards across the industry. As large-format
concerts become more common, the sector is expected to
emerge as a significant engine for flexible employment and skill
development, supported by a growing pool of professionally
trained event management talent.

India’s venue infrastructure will drive the
next concert boom.

India has only 10 permanent concert venues with capacities

of 10,000 or more.? Despite this, the country has consistently
demonstrated its strength to host large-scale events, such as the
Indian Premier League (IPL) and global summits. In 2024, India
hosted 30,687 live events across 319 cities, with the number of
events in tier Il cities growing at a remarkable 18% due to lower
costs and strong local demand. With continued investment in
transport, venue upgrades and event infrastructure, these cities
will shape the next phase of India’s concert economy.

Deloitte predicts that the most significant development will
occur in the “middle layer” of venue capacity, which ranges from
2,000 to 10,000 seats, as investment will decentralize beyond
metro cities. Cities such as Ahmedabad, Pune, Kochi, Jaipur and
Chandigarh are poised to become major live music destinations,
driven by rising local demand and improved connectivity.

This infrastructure drive is supported by the overall national
infrastructure market, which is expected to reach nearly INR25
lakh crore by 2030, driven by both public and private spending.!
The Ministry of Information and Broadcasting's Joint Working
Group, established in August 2025, is boosting the sector
growth through initiatives such as the India Cine Hub Portal for
streamlined approvals, a model policy for multi-use stadiums
and specialized venues, and potential incentives, including
Goods and Services Tax (GST) rebates.??

The streamlining of bureaucracy is expected to significantly
reduce logistical hurdles and associated costs, making

it easier and faster for organizers to use existing and

new venues efficiently, thereby increasing the volume of
events hosted. States are also contributing to this shift.

For example, Assam'’s collaboration with BookMyShow to
upgrade Dibrugarh’s Khanikar Stadium into a 35,000-capacity
concert venue highlights regional efforts to leverage concert
tourism. Similar public-private initiatives are underway
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in Delhi and Sikkim. Furthermore, the City and Industrial
Development Corporation of Maharashtra Limited (CIDCO)
plans to build a multi-purpose indoor live-entertainment
arena in Navi Mumbai with 20,000 seats and standing
capacity for 25,000 people (=45,000 people); the project is
likely to be completed in three-four years.?*

India is set to finally have a globally comparable indoor venue
capable of hosting major concerts, sports events, festivals

and immersive shows. As indoor arenas and quality venues
emerge in or near tier Il or tier Ill cities (or near transport and
tourism hubs), these cities have the potential to become concert
and festival destinations. This will help spread demand and
economic benefits beyond traditional metropolitan areas.

Multiple state governments are actively promoting concert

tourism.

* Assam: In May 2025, the Assam Cabinet approved a formal
policy for concert tourism to attract global stars. This policy
directly secured a performance by the American artist Post
Malone in Guwahati in December 2025.%

* Goa: In October 2025, the state announced plans to build
a 20,000-seater “mega performance arena” specifically to
organize high-profile international concerts.?

* Gujarat: Housing the world'’s largest cricket stadium, Gujarat
has established Ahmedabad as a global entertainment hub,
using mega-events to reshape the city’s cultural narrative and
boost tourism discovery.?’

This decentralization could lead to a 5-10 times increase in
concerts organized outside metros by 2030, especially in regions
with increasing disposable incomes and youth demographics.?®

Al will transform live events into
personalised, profitable experiences.

Deloitte predicts that Al will become a collaborator, turning
concerts into dynamic, personalized and boundary-expanding
experiences that strengthen the bond between artists and fans.
It will revolutionize live events by making audience engagement
more interactive, tailored and responsive. Al-powered tools,
such as chatbots, virtual assistants and emotion-detection
technologies, will enhance real-time interaction by guiding
attendees, answering questions, and adapting music, lighting,
and visuals based on crowd reactions.

Additionally, Al will enhance event operations through predictive
analytics that optimize crowd control, security, ticketing and
resource distribution. This will result in smoother, safer large-
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scale events. Personalization systems will elevate audience
engagement through tailored content, recommendations,
translations and AR overlays, and Al-driven event reporting can
achieve up to 30% higher engagement.

Real-time analytics and sentiment monitoring will enable
organizers to adjust programming dynamically during the event,
while Al-enhanced dynamic pricing can raise ticket revenue

by approximately 10% in some cases and promote fair access.
Furthermore, Al will support sustainable event planning by
optimizing energy consumption, minimizing waste and reducing
operational costs, establishing it as a key driver for the future of
scalable, profitable and responsible live events.?°3°

Focus areas to unlock the next phase of
growth

* Expanding purpose-built venue infrastructure: Major
metros currently fewer than 10 purpose-built venues for
audiences over 10,000. Most large events repurpose sports
stadiums or open grounds, requiring organizers to build
infrastructure (sound, lighting, sanitation) from scratch for
every show. Developing dedicated, plug-and-play live event
spaces can reduce recurring set-up costs, improve operational
efficiency and enable faster scale-up of large-format shows.

* Enhancing attendee comfort: Upgrading core amenities,
such as clean washrooms, adequate parking, and organized
Food and Beverage (F&B) systems, will enrich the live events
experience for attendees.

* Streamlining licensing and approvals: The need to engage
with multiple departments for approvals often extends
timelines. The proposed single-window digital clearance
mechanism by the Live Events Development Cell (LEDC) can
significantly improve ease of doing business and bring greater
predictability to event planning.

* Building cost-resilient operating models: With rising artist
fees, freight and insurance costs, there is an opportunity to
adopt more efficient production, scheduling and partnership
models to protect margins and improve financial viability.

* Developing specialised talent and technical capabilities:
Creating structured skilling pathways for live-event
professionals and investing in advanced technical expertise
can enhance service quality, strengthen safety standards and
support the industry’s move toward global-scale productions.
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The Bottom Line

Live entertainment will emerge as a core economic contributor

India’s entertainment industry is strengthening in both scale and economic significance. This shift reflects
coordinated growth across consumer demand, infrastructure expansion, digital platforms and enabling policy
support.

+ India’s concert economy is evolving from an emerging trend into a robust, multi-sector growth engine that
integrates entertainment, infrastructure, digital innovation, tourism and branding into a cohesive high-impact
ecosystem.

+ The integration of high consumer spending, a rapidly expanding OTT industry, domestic experiential formats
and nationwide infrastructure upgrades is transforming concerts from isolated events into scalable, revenue-
generating platforms.

Policy reforms that simplify approval processes, the expansion of live events into tier Il and tier Ill cities, and the
growth of digital platforms are fostering both demand and efficient delivery systems. If current trends continue,
the next decade will see concerts turn into vital economic drivers, cementing India’s position as a leading global live
entertainment hub.
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NASSCOM Community, Dec 2025

L —

Technology, Media and Telecommunications Predictions

The rise of live experiences:
Monetization meets momentum

India’s live events economy is on course to double
by 2030, where venue, faster approvals and
delivery capacity will define final outcomes.

]

The opportunity

« India set to become one of the
top five live entertainment
destinations by 2030

+ 200+ large events already
scheduled through 2026

" The vulnembitty

« Only 10 permanent venues with
10,000+ seats

« Few large indoor arenas today;
new ones under planning stage

Large venue capacity
remains highly

constrained.
Demand &

spending
are rising.

The structural shift uhderway

« Blended monetization: SVOD plus AVOD,
digital rights, interactive streams

« Flexible payments: Phased pricing,
25% deposit options

« Organizers as IP owners: BookMyShow
Live & District by Zomato

Screens multiply seats & revenue.

? Corporate sponsorships “Middle layer” venues
w & immersive experiences (2k—-10k seats)

A Direct & indirect
job creation

Sponsors, premium pricing & live streams drive payback.
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New technologies and familiar
challenges could make semiconductor
supply chains more fragile

With escalating trade restrictions on critical next-
gen Al chip technologies, leaders should adapt

quickly to make supply chains more resilient

Geopolitical tensions and escalating trade restrictions are
reshaping semiconductor supply chains, with far-reaching
impacts for artificial intelligence chip innovation, the global
economy, national security, and scientific progress. Many of
these high-tech processes and materials rely on a handful
of suppliers, whose dominance in key regions has prompted
governments to impose trade barriers to protect strategic
interests and reduce dependency. Making the world’s most
advanced chips for next-generation Al systems and high-
performance computing data centers has, for a long time,
meant navigating fragile supply chains, but the stakes are
much higher now.

Deloitte expects that, by 2026, semiconductor technologies,
including front-end and back-end chip manufacturing such as
etching and gate-all-around (GAA) transistors, electronic design
automation (EDA), and software tools that enable advanced

Al models, will become additional supply chain chokepoints.
And Deloitte predicts that, in 2026, at least US$30 billion will
be spent on various critical technologies, including extreme
ultraviolet (EUV) lithography equipment and high-bandwidth
memory co-packaging tools, which will be affected by trade
barriers." However, this investment will be dwarfed by the
approximately US$300 billion Al chips market that these
technologies will enable, underscoring the critical role in the
global semiconductor supply chain.?

Al (re)writes and (re)shapes global
semiconductor supply chains

Deloitte’s analysis of semiconductor content in Al data centers
noted that the global semiconductor supply chain is deeply
interdependent, and countries are working to protect their
access to Al chips and hardware components that are critical for
generative Al, high-performance computing, and autonomous
systems.3Therefore, it's not surprising that export controls

and other trade restrictions have started to affect a broader
footprint of semiconductor equipment, materials, software,
design tools, various kinds of chips, and packaging and assembly
tools in 2025 and 2026 compared to two or three years ago
(figure 1).
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Fiwire

Trade controls in the United States and Europe have broadened to cover multiple types of
semiconductor technologies in 2025, 2026, and beyond

|
£
:

Spptember 2024

Equipment, componants and software selated

Es RAATET & L [ -t
e R o I DOMPUDTE. 008
i ICAUTE. ang SR reancil

RITHOD ROr dovicis

= Jammary HIZ5
s Al mode wesghts for comain avanced

n ' . J
AL LeadFUe A S

-1+-|-|-|-'lr--1+-ri-rrr--|-|-|-r-r+l---1

Paotential additional areas that could be
affechied du 10 ixpart tonirole

o - v Bl —

»  Additiona n fing chipiets related

anrouncements pubfished on the stes of Fadera! Repister and Bureaw of Industry and Security (8IS, 3026 infarmation based on conversations

“‘f"‘“ | deloittpingightas.com

32

An Al system'’s performance depends on a narrow stack of
several globally distributed technologies, including advanced
Al logic design, leading-edge front-end node fabrication, and
advanced packaging. Delivering these capabilities involves
collaboration among multiple stakeholders, such as integrated
device manufacturers, foundries, equipment makers, design
vendors, outsourced semiconductor assembly and test (OSAT)
vendors, system integrators, outsourced channel distribution
partners, and government bodies from different countries.*

Export controls redefine the future of
advanced Al logic design

In 2024 and 2025, US restrictions tightened and then eased on
multiple critical semiconductor technologies, especially EDA
tools.> EDA processes constitute the design logic, chip layout
and placement, simulation, Al-enhanced design, verification,
and integration workflows, all of which are vital for developing
advanced Al accelerators.

As an example, there was an existing restriction for chips
developed based on gate-all-around field-effect

transistor (GAAFET).® GAAFET is an emerging transistor
architecture for sub-5 nm and sub-3 nm logic design, offering
performance and power efficiency benefits for compute-
intensive gen Al workloads. In December 2024, the United States
further broadened export controls to include software and
tools that support the development and design of advanced
computing nodes.” As these new export controls emerge, they
are likely to have implications for the broader EDA ecosystem
and foundry partners in 2026.

Prediction and perspectives for 2026 and
beyond

As restrictions on GAAFET-based chips increase, foundries in
non-US allied countries using GAAFET process design kits for
leading nodes will require EDA tool support for validation. But if
aregion lacks access to these tools, it may have to rely on older,
less efficient nodes, or be pushed toward developing domestic
EDA capabilities, both of which will likely stretch product

cycles and dent competitiveness. Moreover, added controls

on advanced computing chips and new controls on Al model
weights have increased compliance requirements for companies
collaborating with customers and business partners,

especially in China.® Increasingly, Al models and the scale and
quality of Al model weights are influencing the capabilities of
Al-powered EDA tools that are used to design chips.®
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By 2026, Deloitte predicts that EDA and logic design players
will likely be impacted by these controls: They could face more
intense checks and granular disclosure requirements regarding
entity, location, and end use of foundry intellectual property
libraries, process design kits, and performance test outputs
tied to Al accelerators. Evaluation hardware, typically used for
product validation and model fine-tuning (including reference
model weights for testing purposes and outputs), may come
under closer scrutiny.'® Companies involved in Al hardware
co-design may need to establish trusted country pathways or
may have to retool workflows: For example, they could keep
model weights within the United States or anally’s secure IT
infrastructure while allowing foundry partners to run tests
remotely."

Chokepoints in developing leading-edge
front-end node fabrication for Al systems

The United States and the Netherlands continue to restrict
access to EUV equipment, which is widely regarded as essential
for producing the most advanced process nodes."? While

the United States does not have domestic EUV production
capabilities, it influences which countries can buy these
machines by coordinating export restrictions with allies (such as
the Netherlands), mainly to secure technological and national
security. At the same time, China has pushed forward to
develop lithography equipment by customizing deep ultraviolet
technology using multiple patterning techniques through its
domestic chip equipment companies.” While these methods
appear effective, they operate at much slower speeds and
higher costs.' To safeguard national security interests, the
United States introduced additional export restrictions on tools
used for precision etching that are essential to carve intricate
Al architectures.”

Prediction and perspectives for 2026 and
beyond

Advanced etch technology is critical for fabricating leading-

edge Al chips at sub-5 nm nodes. The chip industry employs
double, quadruple, and spacer-based patterning to manufacture
delicate features on the most modern Al chips.'® As a result, the
US-originated process equipment for etching, as well as etching
equipment and tools designed or manufactured abroad using
the United States' etch tech IP, could emerge as new chokepoints
in 2026. In addition, components such as optics (lenses and
mirrors) and reticles (photomasks), which are integral to wafer
fabrication equipment and hold the blueprint of the pattern to
be printed on a wafer, may also attract restrictions.
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Furthermore, specialty gases (such as silane and fluorinated
derivatives)'” and critical minerals (including gallium,
germanium, and antimony)'® that are part of the advanced node
manufacturing process introduce additional friction points in
the global chip supply chains.

With a broad range of front-end process equipment,
components, and input materials facing export controls, Deloitte
predicts that sub-5 nm and sub-3 nm production ramps would
continue to accelerate in the United States, Taiwan, and South
Korea through 2026 and beyond. Meanwhile, China is expected
to continue focusing on mature deep ultraviolet technology with
multiple-patterning workarounds.

Consequently, multinational chip equipment companies
should adjust their front-end wafer fabrication-related

capital expenditure planning at the regional level. Fabrication
equipment vendors, components and parts suppliers,

and foundries may face longer qualification, upgrade, and
installation cycles compared to those experienced in 2024

and 2025. And as chip design companies adapt to the new
requirements—developing de-featured or stepped-down Al
XPUs (reduced performance versions of high-end Al chips) and
region-centric process libraries to meet the growing gen Al chip
demand in China and other non-US-allied countries—the need
for enhanced support from front-end fabrication equipment
providers will likely also rise.

Trade controls disrupt advanced
packaging and testing

Advanced packaging technologies have quickly become
strategic targets for export controls. Measuring and inspection
equipment is facing export restrictions from the Netherlands
due to its critical role in high-density chip stacking,?® an essential
building block for current and future gen Al chips.?' Specific
types of chip equipment (etch, deposition, lithography, ion
implantation, annealing, metrology and inspection, and cleaning
tools) that are essential for testing and validating advanced

Al chips are under export control.?2This is because they're
considered sensitive and potential dual-use technologies, and
they may continue to attract additional trade controls in the
future.

Prediction and perspectives for 2026
and beyond

As highlighted in the 2024 TMT Predictions, chiplets
and heterogeneous architectures are fast emerging as
preferred packaging models for gen Al chips designed for
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high-performance computing Al workloads.?> However, the
complexity involved in sourcing and packaging multiple dies
and components from diverse vendors from different regions
will likely make chiplets a major geopolitical chokepointin
2026. Notably, chiplet-based solutions are estimated to be
worth approximately US$100 billion to US$110 billion in annual
revenues in 2026.%

High-bandwidth memory (HBM) has also become crucial for
gen Al training and inference workloads. As of mid-2025, HBM
co-packaging was being monitored more closely, including
the identification of locations where HBM and logic are co-
packaged.?® As a result, semiconductor players involved in
assembly, testing, and packaging will likely be required to
provide additional disclosures. These may include naming the
OSAT providers or back-end manufacturing vendors involved
in packaging, specifying the location where the system is
co-packaged, indicating the destination country where the
interim or finished product is shipped to, and detailing relevant
performance thresholds.

What is likely to become more prominent in 2026 and beyond is
the growing dependence on the effectiveness of the back-end
process to ensure new products reach the market on time. As
routing and documentation requirements grow increasingly
stringent for co-packaging sites—particularly those involving
HBM, logic, and high-speed input/output—every aspect of

the supply chain, from front-end wafer fab schedules and
design sign-offs for EDA vendors to product launches by end-
customer original design manufacturers and original equipment
manufacturers, will become more dependent on the pace at
which advanced packaging-related process clearances and
procedures are completed. Any delays on the packaging vendor
or the OSAT's side could affect yield ramps and tuning, in turn,
triggering re-shoring or friend-shoring by relocating facilities to
allied countries.

Collectively, these factors could impact the rollout of Al data
centers planned for 2026 (and beyond) across multiple regions.
Hyperscalers, cloud providers, and companies across industries
combined are expected to spend roughly US$500 billion in 2026
and US$1 trillion in 2028 on Al data centers,? with chip solutions
accounting for roughly 50% to 60% of that spending. Given the
anticipated growth, supply chain disruptions could affect tens
or even hundreds of billions of dollars’ worth of semiconductors
over this three-year period.
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The Bottom Line
China bolsters its domestic semiconductor ecosystem

Stringent export controls and restrictions on a range of semiconductor technologies have inhibited China’s access to
state-of-the-art Al chips. This has prompted China to accelerate domestic semiconductor innovation, especially as it

sees the moves could hamper its progress toward sub-7 nm and sub-5 nm, even as non-China chip fabs move from 3
nm and 2 nm in 2025 to 1.8 nm in 2026 and 2027.%

As China develops workarounds to deal with export controls, it may explore multiple facets of the global
semiconductor supply chain, not just front-end manufacturing but also chip design and advanced packaging.?® While
sophisticated chips using older manufacturing nodes can be used for advanced packaging, the United States is likely
to implement additional controls and checks to limit the performance of such packaged systems meant for leading-
edge Al chips.

Race to build sovereign tech stacks accelerates, ushering new regional
equations

Technology sovereignty is aspirational as countries aim to independently develop, control, and regulate

digital technologies.? Since Al is widely viewed as the next major driver of economic development and national
competitiveness, its ecosystem is receiving attention as governments seek greater direct control over its digital
infrastructure. Countries and regions do not want to be left further behind or involuntarily forfeit their authority.
This urgency is heightened because advanced Al capabilities are currently concentrated among a few countries and
companies. Moreover, as both the United States and Europe are reshoring high-end chip manufacturing, they are
likely to invest in alternative advanced assembly and test hubs through 2026 and beyond, domestically as well as in
countries such as India, Vietnam, and Malaysia.3°

Need for the semiconductor industry to bolster supply chain resilience

Chip companies across the ecosystem may need to proactively prioritize resilience through internal stress-testing
exercises, primarily to self-assess their end-to-end supply chains and bolster cybersecurity
preparedness.®

Robust supply-chain diversification across regions and investment in alternate sourcing strategies and channel
partnerships are crucial. The strategic importance of securing independent supply chains for critical materials
and components requires accelerated localization and regulatory adaptability. Moreover, geopolitical issues could
fragment global Al ecosystems, presenting risks such as exporting chips through gray markets and intensifying
pressures on companies to bolster product and supply chain monitoring and tracking capabilities.

Though the market for Al inference-optimized chips is expected to grow to billions of dollars in 2026, most of the
advanced computing will be performed on leading-edge Al chips that would mainly reside in hyperscale data centers
or at on-prem servers that use the same chips and racks as data centers do.3? Therefore, new and additional export
controls and requirements could possibly be directed at Al inference chips and related infrastructure, for which the
broader semiconductor industry should develop alternate supply chain options across sourcing to distribution.

And with the shift from training to inference, software's importance as a more integral part of semiconductors will
also grow, for instance, using software programming techniques to reconfigure one large monolithic Al GPU (meant
for training) into multiple smaller GPU slices or virtual GPU instances (usable for inference).
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Additionally, US- and Europe-based device original equipment manufacturers may need to shift production and
assembly away from China and toward the emerging hubs in Southeast Asia and India. This shift could increase costs
in the short term, potentially driving consumer tech device inflation.

Semiconductor companies should remain agile and operate at scale, anticipate and adapt to evolving trade patterns
beyond 2026, and explore alternate strategic country-level alliances to safeguard critical logistics routes and
infrastructures.

As trade tensions reshape global alliances and channel partnerships, the chip industry’s resilience faces an
unprecedented test heading into 2026. The interconnected and highly strategic nature of global chip supply chains
highlights the urgent need for proactive engagement and collaboration among multiple industry stakeholders to
make the semiconductor supply chain more resilient.

Karthik Ramachandran Duncan Stewart
India Canada

Jeroen Kusters
United States

Deb Bhattacharjee
United States

Girija Krishnamurthy Jan Thomas Nicholas
Global Malaysia
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India perspective

India semiconductor market: Growth and transformation forecast

Quick reads

* The semiconductor market will triple by 2030: The
market is predicted to reach US$120 billion by 2030
(from US$45-50 billion in FY2024-25) and US$300
billion by 2035, driven by Al, automotives, data centers
and electronics manufacturing.

¢ India will emerge as a global manufacturing hub
by 2035: By 2035, India is expected to host 4-5 silicon
fabs, 8-10 compound fabs, 1-2 display fabs and 20-25
OSAT facilities, supported by ISM and state-level
incentives.

* Upstream semiconductor ecosystem will expand
significantly: Over US$125-130 billion in cumulative
investments are expected across materials, gases,
chemicals, equipment, cleanroom infrastructure, fabs
and OSAT between 2025 and 2035.

* About 60% of the semiconductor demand will
be met domestically by 2035: Import dependence
(currently more than 90%) is projected to fall
sharply as mature-node fabs, ATMP/OSAT and early
advanced-node capabilities come online.

* Mobile, automotive, computing and data centers
will drive over 70% of semiconductor demand
by 2035: High growth segments, such as EVs,
ADAS, Al workloads and HPC, will dominate India’s
semiconductor consumption, reshaping demand
patterns through 2035.

India’s semiconductor market is estimated at US$45-50

billion in FY2024-25" and has been growing at a CAGR of ~20%
over the past three years. This growth is driven by a strong
momentum in electronics manufacturing, rapid adoption

of electric mobility and sustained government support

under the India Semiconductor Mission (ISM). The mission
has attracted more than US$19 billion in semiconductor
manufacturing investments.?

Despite market growth and targeted government interventions
enabling investments across the value chain, similar to

most countries, India remains significantly dependent on
semiconductor imports to meet domestic demand. India meets
more than 90% of its domestic semiconductor demand through
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imports.2 This dependence leaves it vulnerable to a highly fragile
and geographically concentrated global semiconductor
supply chain, exposing the country to multiple geopolitical,
trade and operational risks. The United States leads R&D-
intensive elements of the value chain, including Electronic
Design Automation (EDA) and Core IP, chip design and
manufacturing equipment, while the Netherlands and Japan
have a significant presence in manufacturing equipment.
Furthermore, Asian countries, such as China, Taiwan, South
Korea and Japan, specialize in wafer fabrication and assembly,
packaging, marking and testing operations. In this context,
India’s role is evolving and is at an early stage of the journey
to accelerate the development of its own (indigenized)
semiconductor ecosystem to reduce import dependency and
strengthen domestic capabilities.

Predictions for 2026 and beyond

As India enters a phase of accelerated digitalization and
industrial transformation, the semiconductor sector is
positioned for expansion. Strong policy support, rising domestic
demand and deepening global linkages are set to redefine the
country’s role in the global chip ecosystem.

India’s semiconductor market will triple
by 2030, driven by Al-, automotive- and
data center-led demand.

Driven by the exponential Al adoption (resulting in capital
expansion and increasing digitalization), India’s semiconductor
market is projected to reach US$120 billion by 2030 and
US$300 billion by 2035, reflecting a CAGR of ~20%.2 By 2035,
mobile phones, automotive, computing and data centers

are expected to account for more than 70% of the total
semiconductor demand in India. Here are a few key growth
drivers for the Indian semiconductor industry:

* Electronic and mobile phone manufacturing: India’s
electronic production is forecast to reach US$500 billion by
FY2029-30,3 with US$350 billion in finished goods and
US$150 billion in components manufacturing. India will
remain one of the top three electronics manufacturing
hubs in the world by 2035. Its mobile phone manufacturing
segment (US$64 billion in FY2025%) is the second-largest
in the world, reflecting a CAGR of ~20%. It is predicted to
sustain its growth over the next decade, driven by strong
domestic demand and exports.

As semiconductors account for ~30% of smartphones’
Bill of Materials (BOM), smartphones are a key driver of
semiconductor demand in India.

* Automotive industry: The cost of semiconductor chips
used in passenger vehicles is forecast to go up from US$600
per vehicle in 2025 to US$1200 in 2030,>driven by a higher
adoption of electric powertrains, Advanced Driver Assistance
Systems (ADAS), connectivity and smart driving features.

* EV market penetration: Rapid growth in EV production will
have a significant impact on the semiconductor demand
in the automotive industry. Overall EV penetration is
predicted to increase from 7.8%°to 30%’ by 2030 and more
than 60% by 2035.

Technology, Media and Telecommunications Predictions

* Data centers and Al chips: India's data center industry
attracted ~US$60 billion investments during 2019-2024, with
US$19 billion investment in a single year (2024). The industry
expects another US$45 billion investment between 2025 and
20272driven by Al workloads, cloud adoption and supportive
government policies. This expansion will significantly boost
demand for high-performance computing, Al accelerators and
memory chips.

Mobile phones and wearables will remain the largest end-use
segment, quadrupling demand from US$24 billion in 2025 to
US$100 billion by 2035. This growth will be driven by increased
adoption of smart wearables and rising smartphone exports
from India. The consumer electronics segment is forecast

to grow from US$7 billion in 2025 to US$30 billion in 2035,
supported by government initiatives to manufacture electronic
components domestically.

Semiconductor market by end-use segments (US$ billion)
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Driven by accelerating EV adoption and sustained investments
in data center infrastructure, the automotive and computing and
data center segments are forecast to grow the fastest in the next
10 years at a CAGR of ~26% and ~28%, respectively. This growth
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will expand the market share of computing and data center from
13% to 23%, while the automotive industry will increase from 6%
to 10% during the period (from 2025 to 2035).
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Market share by end-use segments (2025-35)

Source: Deloitte Analysis

India is poised to emerge as a major
global semiconductor manufacturing
hub.

As part of the ISM, the Government of India introduced

a US$10 billion (INR76,000 crore) incentive program in
December 2021. The program aims to support semiconductor
design, fabrication, display fab manufacturing and OSAT/
Assembly, Testing, Marking and Packaging (ATMP) operations.?
Moreover, the Electronics Component Manufacturing Scheme
(ECMS), launched in April 2025 with an outlay of INR229,190
million, gained strong traction. To build on this momentum,
the outlay is proposed to be increased to INR400,000 million
during the Union Budget 2026-27.

To date, ISM has approved 10 semiconductor projects,
including eight OSAT facilities, one compound fab and one
semiconductor fab, totaling ~US$19 billion in investment. Based
on public announcements, another 18-20 proposals with a total
investment of US$20-25 billion are in the pipeline at various
stages (from concept to investment).

India is attracting a greater share of investments in OSAT
projects because they require less capital and involve

less technological complexity compared with upstream
semiconductor or display fabs. India must stabilize the OSAT
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ecosystem before venturing into chip manufacturing. This
will enable the country to develop technology, supplier and
semiconductor ecosystem, and a skilled workforce required
for advanced semiconductor manufacturing.

Expanding the value chain

Over the next five years, the semiconductor industry in

India is predicted to attract an additional US$50 billion in
capital investment. Of this amount, ~US$30-35 billion will be
directed toward setting up fab and OSAT operations facilities
and ~US$15-20 billion will support the value chain, including
input materials, gases and chemicals, and manufacturing
equipment (backed by ISM 2.0 and state semiconductor
policies). According to the budget 2026-27, ISM 2.0 aims to
expand into semiconductor equipment, materials and full-
stack Indian IP, while building resilient supply chains and
promoting advanced training.

Between 2030 and 2035, India’s semiconductor value chain will
see an additional investment of US$75-80 billion. This amount
will enable the significant ecosystem expansion for mature
nodes, entry into advanced nodes and enhanced coverage of
upstream capabilities (including front-end wafer fabrication and
advanced display manufacturing).

By 2035, India is projected to host about:
* 4-5 new silicon semiconductor fabs

* 8-10 compound semiconductor fabs

* 1-2 display fab manufacturing facilities
* 20-25 OSAT facilities

The expanded semiconductor ecosystem is expected to position
India as a leading manufacturing hub (especially in OSAT as
opposed to fabrication) in the global semiconductor landscape.

Strengthening the semiconductor
upstream value chain

India’s semiconductor ecosystem will attract investments
across a broad range of complementary and supporting
segments critical for chip manufacturing. These segments

will include substrate manufacturing, industrial and specialty
gases, high-purity chemicals, wet process materials, cleanroom
consumables, ultra-pure gas delivery and flow control

systems, advanced HVAC and cleanroom infrastructure, and
semiconductor manufacturing and testing equipment.

As global semiconductor companies and their suppliers
establish fabrication, packaging and testing operations in India,
demand for these enabling technologies will also rise rapidly.
This investment momentum will strengthen domestic supply
chains, reduce import dependence and encourage technology

transfer in high-precision manufacturing and materials handling.

Deloitte predicts that global and Indian companies will invest

US$15-20 billion in India’s semiconductor ecosystem by

2030.

+ US$10-13 billion for manufacturing specialty gases,
semiconductor chemicals and other input materials

+ US$5-7 billion for manufacturing semiconductor equipment

A similar investment of US$15-20 billion is expected between
2030 and 2035, supporting greenfield fab projects and advanced
packaging facilities. This investment will also create new
opportunities for Indian companies through joint ventures

and in the engineering services, equipment fabrication and
specialty materials segments. Investments in the semiconductor
ecosystem will be critical in establishing India as a competitive
and resilient node in the global semiconductor value chain.
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The Indian semiconductor industry will
meet the majority of domestic demand
by 2035.

India’s semiconductor industry is on track to move beyond

a largely consumption-led market to becoming a key
manufacturer contributing significantly to the global value chain
by 2030. This shift will be reflected in tangible gains in domestic
value capture, a sustained decrease in import dependence

and the deliberate localization of critical segments of the
semiconductor value chain.

Transition from import reliance to self-
reliance

India currently imports over 90% of its semiconductors,
reflecting a deep structural dependence on global supply chains
for chips, sub-components and associated materials.'

India’s emerging semiconductor ecosystem already includes
multiple approved or under-construction projects spanning fab,
OSAT/ATMP and compound semiconductor facilities, signaling

a structural shift from import dependence toward incremental
self-reliance.”

By 2030, with the envisaged investments, India is expected to

reduce its import dependency for semiconductor products

and components by at least 40 percentage points by building

ecosystem-led capacity (capturing a significant share of the

value chain) and targeting localization across key segments.

By 2035, 60% of India’s semiconductor demand will be met

through local production. Key contributions to this shift are

mentioned below:

+ The expansion of ATMP facilities

+ The emergence of local fabrication at mature process nodes,
aligned to automotive, power and industrial demand

+ Launch of some advanced semiconductor process node
fabrication

However, in addition to the planned investments across the
value chain, India’s success in the semiconductor journey will
depend on the two key enablers (explained in the section below)
and how effectively they are used:

Design and IP development

India already hosts a substantial share of global semiconductor
design talent, with estimates indicating that about 20% of
the world’'s semiconductor design engineers are based in
India, although they are usually employed by organizations
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headquartered in the United States or other countries. This
positions the country well for design-led value capture, enabling
domestic participation in higher-margin segments of the value
chain even as manufacturing capabilities scale.”

By 2035, India should focus on the following:

+ Becoming a top global hub for semiconductor IP creation in
Core processor, SoC, 6G, Al chip design and EDA tools

« Growing an ecosystem of fabless start-ups, IP licensing firms

and design service firms

Achieving global adoption of Indian IP blocks across various

semiconductor products

+ Strengthening IP policy to attract companies to design and
register IP within India

Skill, operating model and organizational
readiness

India’s semiconductor growth depends on how talent, operating
models and institutions can scale at the same pace. The industry
is forecast to provide ~2 million employment opportunities by
2035, with ~30% in manufacturing operations, ~30% in design
services and ~40% in the rest of the value chain. With this
context, a few focus areas are mentioned below.

* Developing core domain skills
Indian institutions and the industry should focus on
developing talent with foundational semiconductor skills.
These skills include materials science, analog and digital
semiconductor design, chip architecture, chip design,
cleanroom operations, lithography and equipment design.

* Workforce development strategy
The sector will need to train 400,000-500,000 people each
year through relevant courses, fab/ATMP labs and lateral
hires from IT, informatics and telecom fields. Regional
training facilities integrated with fab hotspots would play a
crucial role in translating academic human resources into
industry staff.
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* Governance and execution framework
The ISM centralizes policy and incentives for manufacturing
and talent. To improve organizational readiness, a dedicated
national semiconductor talent governance body should set
and monitor KPIs (e.g. certification throughput, placement
rates and time-to-productivity), with state-level cluster
authorities accountable for execution. Performance tracking
and tightly integrated government-industry-academic
governance will be required to ensure that workforce
capacity scales in lockstep with ecosystem development.

Addressing key challenges to sustain
India’s semiconductor momentum

India’s semiconductor trajectory will depend on three things:
sustaining long-term policy support; aligning investor strategies
with extended value creation; and driving services-led
capabilities across design and manufacturing. The effective
execution of these will determine how well the current
momentum translates into a resilient ecosystem.

Semiconductor manufacturing is highly capital-intensive with
long technological cycles and extended payback periods.
Semiconductor projects demand multi-year subsidies,
infrastructure support and ecosystem development. While
ISM 1.0 clearly signaled government intent through strong
fiscal incentives, the medium-to-long term challenge

is sustaining consistent financial and administrative
commitment, especially from the states where projects will be
located. Policy continuity and funding certainty are critical to
investor confidence and execution success, ensuring the long-
term viability of India’s semiconductor ambitions under ISM
1.0 and the evolving ISM 2.0 framework.
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The Bottom Line

Execution will determine India’s semiconductor ascent

To ensure sustainability, the policy environment must evolve from a time-bound incentive scheme into a structurally
embedded national program.

Drive rapid capacity creation to address existing gaps by attracting anchor clients

Focus on anchor investors to create “pull” in the ecosystem by investing in silicon semiconductor fabs of maturity
nodes in the near term and entering into advanced nodes in the medium term. Expand parallel investments in
equipment, input materials, chemicals and gases.

Institutionalize long-term support, integrating central and state schemes

Transition into a multi-year, ring-fenced national program to ensure funding certainty beyond annual budget
cycles. This should include the potential outlay at both the central and state levels, in line with the incentive
support’s construct.

Focus on master development of semiconductor parks

Roll out policies with associated incentives that attract master developers with deep semiconductor
infrastructure expertise to create industry-ready semiconductor parks across key clusters, thereby enhancing
their competitiveness.

Prioritize strategic niches

Focus government support on compound semiconductors (SiC), power electronics and advanced packaging/
OSAT, where India's demand fundamentals and capital efficiency are the strongest. This will help create a
semiconductor ecosystem with both economies of scale and scope.

Strengthen demand-side assurance
Use long-term government procurement in defense, EVs and digital infrastructure to improve project bank
ability and reduce market risk.

Improve center-state coordination

Implement a single-window execution framework to standardize land, utilities and infrastructure delivery
across states. This would ensure a seamless experience for investors and shorten construction and commercial
production timelines.

Integrate universities and institutions early in the journey

Create an incentive program that integrates universities and educational institutions focused on semiconductor
curricula and R&D with investing companies. This collaboration should address strategic areas, such as R&D and
associated labs, talent training and ecosystem support, ensuring self-sufficiency across the value chain.
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India Semiconductor market:
Growth and transformation forecast

India is moving from a US$508B import-dependent market
to a US$300B self-reliant semiconductor powerhouse, but

o~ execution and ecosystem depth will decide the outcome.

The opportunity

« US$45-508B market
FY2024-25 - US$300B
by 2035 :

The vulnerability
/J/' * >90% imports today
' « Exposure to geopolitical and

supply-chain shocks

* Demand driven by:
Electronics manufacturing; &
EVs and automotive

intelligence; Al + data centers » Q

Demand is not the issue.

Scale is inevitable. Growth without

sovereighty = risk

The structural shift underway
India is moving:

Consumption - Manufacturing > Value-chain leadership

With a sequenced capability build
+ OSAT scale

+ Mature-node fabs

+ Advanced nodes + display fabs

This is a phased national transformation.

The real value capture

Cleanrooms
Not fabs alone;

build the : " ' Ecosystem depth =
ecosystem: @ @ global competitiveness
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Gifts beat gigabits: Some mobile users
rank rewards over network upgrades

Some consumers in developed markets struggle to
perceive improvements in network performance.

Telecom companies should consider more

creative offerings to increase market share.

Deloitte predicts that in 2026, mobile operator reward schemes
may matter to mainstream consumers in developed markets

as much as, or even more than, network performance. Over

the remainder of the decade, as network upgrades continue,
non-network benefits may become increasingly critical to
attract users or suppress churn: A slice of margherita pizza

may hold more allure than a slice of stand-alone 5G (the more
complete version of the 5G standard). The former is tangible,
and the latter often beyond the understanding of mainstream
consumers.

This trend toward rewards appears to reflect the growing
maturity of mobile networks in developed markets. Demand,
particularly from the perspectives of network speed and

latency (the speed at which a network responds), is largely
satiated. Coverage is typically imperfect—there are not spots (no
coverage) and overly busy hot spots (too many users relative to
available capacity)—but comparing coverage between network
operators is often too challenging a chore for consumers who
may lack the tools, understanding, and patience to contrast
thoroughly.

As a result, network upgrades that are marketed for their
higher downlink or uplink speeds, or improved latency, may
have diminishing impact on loyalty to a network, as many users
can neither perceive nor value such upgrades. Similarly, while
important, users may struggle to comprehend the benefit

to them of sunsetting 2G and 3G networks and reallocating
spectrum to 4G and 5G.

The shift from network upgrades to
rewards-based differentiation

Deloitte’s view is that each market is likely to be at different
points in the journey to rewards-based differentiation (figure
1). But most are likely heading in the same direction. As of
2024, rewards were reportedly the No. 1 factor that could
cause churn in the Netherlands and Belgium, and No. 2 in the
United Kingdom (note that pricing was excluded as a factor,

as would typically be the leading claimed factor). In other
markets, however, higher speeds or better coverage were more
important.?2 Over the medium term (through 2030), Deloitte
predicts that non-network differentiation via offerings such as
rewards is likely to become increasingly important.
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Figure 1

Some consumers in multiple markets may switch carriers for rewards
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At some point, network upgrades may exceed need, and all
carriers in a market may offer what users perceive as roughly
equivalent network performance. This is a contrast to the
historical situation that had prevailed from the late 1970s in
which almost every generational upgrade was meaningful
and evident.? For example, in the early 2010s, the 4G upgrade
delivered an instantly notable performance improvement
relative to any 3G network.* The technology unlocked what
consumers equated to “Wi-Fi like” speeds and latency (response
times) when out and about, and applications like search or
navigation that faltered on 3G could thrive on 4G.>

As of late 2025, however, there are few if any mainstream
applications that only work on a 5G network.® As such there
may be far less motivation to switch to another network with
a claimed superior 5G network than was the case with 4G.
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Some year-over-year improvements may be imperceptible. For
example, latency on UK mobile networks over the 2024 to 2025
period showed a 0.7 millisecond improvement (decline) to 18.2
milliseconds.” (A millisecond is one thousandth of a second.)

A 0.7 millisecond variation is not discernible by a human; even
elite athletes react in about 140 milliseconds.8 Further, almost
no mainstream application is likely to benefit from it (latency
of 150 milliseconds on a voice call is barely noticeable).® Real-
time applications such as Voice over IP, for example, need

100 millisecond latency; in the United Kingdom, the slowest-
performing network technology, 3G, had 42.3 millisecond
average latency in 2025.° Deloitte UK's research from that year
found that two-thirds of surveyed mobile customers in the
United Kingdom noticed no difference in their network over the
prior year (figure 2).
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Figmire 2

While networks improved, less than one in three surveyed users noticed

Tiwo in three (66%) of surveyed mobile customers noticed no differemce in their network i the past 12 months
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Additionally, some consumers may struggle to compare mobile networks in their market, and this may blunt the impact of marketing
campaigns urging consumers to switch to a better-performing network.

Most users’ network usage is unique, with differing travel patterns and different preferred applications. Coverage maps exist for

mobile coverage, but they do not reflect intensity of demand in each location at each pointin time."" A user could compare two
networks side by side by maintaining two SIMs, but this would likely be too tedious a task for most users.
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Peak personal connectivity may nearly be
here

It has taken more than four decades to satiate demand, but
the transformation of consumer connectivity may be nearing
completion.™

While a prediction should never say never, there is a reasonable
probability that no further new fundamentally revolutionary
devices that connect to a mobile network will emerge in the
medium term (the next five years, through 2030). Similarly,
there may not be any transformative applications running over
these networks—a mainstream migration to a metaverse could
be possible, albeit improbable. And finally, the connectivity
demands per major application may remain steady or decline.”

Fignre A

The stability and predictability of usage patterns appear to be
signaled by data usage trends. Over the past five years, in many
major markets, the rate of growth in gigabytes (GB) per SIM has
declined. In 10 developed markets, the rate of growth had fallen
to single-digit levels by 2024;'* where growth is at double-digit
levels, this is often attributable to a modest growth in cellular
mobile connections being used for home broadband, either via a
dedicated fixed wireless access (FWA) device or via smartphone
tethering. For example, in the United Kingdom, year-over-year
increases in mobile data consumption declined to 10% by 2024;
however, when excluding the impact of dedicated FWA, growth
declined to 5% by 2024 (figure 3).

UK growth in bandwidth consumption has significantly declined, a trend mirrored in

other markets
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Differentiation in the advent of 6G

If consumers struggle to perceive the benefits of 5G, then
marketing some elements of 6G may be even harder. The
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general rule of thumb for every new mobile network generation
is a 10-fold (or better) improvement in performance.15 This
would include capacity, which may be needed in specific places
at specific times (such as the largest music festivals or the
busiest shopping seasons). It may also reduce the cost per

gigabyte (GB) carried, as has been the case with 5G versus 4G."
But it would also include factors such as higher speeds. The
specification for 6G may be finalized in 2026, but there have
already been tests of the technology that have demonstrated
speeds of 100 gigabits per second (Gbps),17 which is about 20
times faster than 5G’s peak speed of about 5 Gbps (this is the
total speed per cell, which would then be shared among users
within it).

While 6G may offer higher peak speeds, demand may remain
static. A typical high-definition video stream delivered to a
smartphone often requires under 5 megabits per second (Mbps)
per connection. Over the coming years this may well remain
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constant, or more likely, decline further, as compression and
other factors reduce the average bit rate. If demand remains
static, then the return on capital from an extensive network
upgrade to 6G may be challenging, unless the primary intent
of an upgrade is to reduce operational costs.

An additional reason for upping the focus on rewards may be
to help lessen comparisons that are focused primarily on cost
(also known in the industry as a tariff) per a given bundle; for
example, 10 GB per month. Between 2024 and 2025, prices for
mobile declined by up to 50% in some markets (figure 4).18 If a
bundle also includes elements such as complimentary coffee
and pizza, this may make like-for-like comparison less probable.

Mobile prices in some markets are experiencing greater year on year declines
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The Bottom Line

Fiprre 5

Loyalty rewards may be a promising path forward Ahigher proportion of GenZ and Millennial consumers surveyed reportedly favor perks
over performance more often than other generations

Leaders at carriers should consider how their networks are going to be selected in the future and ask if this reflects Percentage of UK consumers ko wonld meitch mobile setwork for loyslry resards, by generation

a major variance to the past. And if so, they should adjust for it. Capital allocation should always matter, and the next

decade might look very different for telecom companies. Right now, return on invested capital is 7.3%, but weighted

average cost of capital is 6.9%." So telecom investment just about breaks even in economic terms. A slowdown in

47K

Ik
data usage across fixed and mobile may therefore be a blessing, allowing telecom companies to forgo significant
spending on network upgrades for propositions that may deliver greater return on capital. 5%
Telecom companies should note that many other industries have embraced rewards as a differentiator as their core m
offering has matured. The airline industry—which at one point in time regarded supersonic speeds as a value add—
appears to have pivoted substantially to rewards as a sales tool. Airline loyalty schemes have been valued at more
than US$100 billion, with just three airlines’ schemes being value at more than US$20 billion.? In the United States,
more than 90% of general credit card spending since 2019 has been on a reward credit card.?'

ed £ Millennials Genk Baomers

As telecom companies invest in non-network benefits, they should market them judiciously. High-budget, above-
the-line campaigns are already used by some telecom companies to showcase rewards across screen, print, radio,
social media, and billboards. T-Mobile US has celebrated 1 billion total “thank-you” gifts claimed, which included
food, movies, gas, and trips.?2 Vodafone UK counted 175 million rewards via its VeryMe scheme.Z202 UK claimed its
customers saved £23 million in one year via its Priority scheme.?*

[16=24) {30-45) [45-55) {BO=15)

Motes: Quseshian: Whidh, if any, ol (he Ralemaing would encourage vou 1o svitch mabile network providier? [Loyalty rewands or peric] Weghted
Ibase: all respondont o who havwe a phene or smaphong, agod 16 1075, U (4023

Operators should consider that Generation Z and millennial subscribers may be more amenable to the offer of perks Seuroe Delodis Dygital Congumer Teends, 2005

versus network performance. A customer in their mid-20s may be unfamiliar with the sluggishness of 3G (the latest
technology in the 2000s) and have mostly used 4G connections and perceived little difference from 5G. A customer
in their 40s may have not had to try to browse on a 2G (the latest network in the 1990s) data connection. And so,
some groups may be more likely to look for certain differentiators than others. According to Deloitte UK's research,
surveyed Gen Z and millennials have a higher propensity to switch networks based on loyalty rewards than older age Operators should note that rewards may resonate more with higher-spend subscribers. Subscribers with higher
groups (figure 5). incomes may be more inclined to switch for better offers than those on lower incomes (figure 6). The offer of a
“freebie” can create a powerful, even slightly irrational, positive emotional response.?®

pasrees. | delnitteinsighta.com
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Figrare &

Higher income consumers surveyed may appear to prefer perks
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If major telecom companies pursue similar strategies, one risk may be that rewards become commoditized, just like
connectivity. Also, as alternate sectors like banking and utilities build their own schemes, the market can become
further saturated.? Consumers may have a ceiling for the number of free coffees they are willing to consume—

and if multiple service providers are providing the same perk, the appeal may get diluted. So creating a unique,
differentiated scheme will be important to help attract customers and reduce churn. This means live events, concerts,
and sports games may become particularly attractive properties,?” but these perks can have limited reach, benefiting
tens of thousands of customers among a base of tens of millions.

Paul Lee Ben Stanton
United Kingdom United Kingdom
Tim Bottke Jody McDermott
Germany Canada

Dieter Trimmel Jack Fritz
Germany United States
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India perspective

From free gigabytes to fixing daily life: How Indian
telecom can unlock the next opportunity

Quick reads

* Telco growth will move beyond data into daily-
life services: Telecom operators will shift from
selling gigabytes to solving everyday problems
by integrating services such as skill development,
healthcare access, mobility support and affordable
meals. This deeper presence in daily routines will
create stronger customer loyalty and open new
pathways for meaningful value addition.

¢ Al will power a unified, personalized super app:
Al will stitch together all telco services into one
seamless interface that learns from user behavior,
language, location, and routines. This personalization
will make the app a daily companion, enabling
telcos to introduce small, recurring premiums that
gradually increase Average Revenue Per User
(ARPU) without relying on large tariff hikes.

* Local ads and MSME commerce will become
the second revenue engine: As users rely on
telco platforms for everyday decisions, contextual
advertising and small-business commerce will
scale rapidly. Telcos will become trusted hubs
that help local shops, clinics and services reach
nearby customers, generating a steady stream of
commission and ad revenue alongside

For the past decade, Indian telecom operators have fought
fiercely for affordable data, faster networks and wider coverage.'
That bidding has largely saturated now, and the country has
emerged as the world's second-largest 5G market, with over 400
million subscribers.? This is supported by the lowest mobile data
prices globally at about INR9 (US$0.10) per GB®and an average
monthly mobile data consumption exceeding 36 GB*per user. In
other words, India has largely exhausted the “affordable, faster,
more data” growth playbook.

This reality is already promoting a strategic shift. Over the past
few years, telcos have begun building broader ecosystems to
drive loyalty and attract new customers.>OTT subscriptions,
music and video streaming bundles, cloud storage, security
features and early experiments with LLM models and Al
assistants are now commonly bundled with mobile plans.®
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These offerings add perceived value without hiking core tariffs
aggressively and signal a clear intent to position telecom

as an indispensable part of daily life. Free add-ons do not
fundamentally change spending behavior. To meaningfully
increase Average Revenue Per User (ARPU), telcos must move
toward deeper integrations that address everyday needs and
step decisively into daily-life enablement.

Predictions for 2026 and beyond

Deloitte predicts that the telecom industry’s next phase of
growth will come from integrating services that solve real,
recurring problems for the masses, especially in tier Il and tier
Il cities, where digital adoption is high, but spending remains
cautious.”8?

Telecom growth will be driven by embedding value-added
services into everyday life.

Here are a few key everyday domains where telecom operators
are beginning to integrate value-added services.

* Vocational skill development and digital literacy are
natural starting points. Giving free access to online
learning tools, such as regional language audio courses, can
help daily-wage workers and small business owners learn
new skills easily on their phones, even with low data.

¢ Health care is another critical pillar. Telecom operators
can collaborate with local clinics, diagnostic centers and
pharmacies to offer subsidized or periodic free health check-
ups as part of bundled plans. These initiatives help address
access and affordability gaps that affect millions of families
outside metro cities.

* Everyday mobility and food access can further anchor
telecom platforms in daily life. Integrating local train, metro
and bus ticketing into telco apps can simplify commuting
with the help of route suggestions, fare alerts, and real-
time updates. Collaborations with local tiffin providers and
canteens can enable affordable meal subscriptions for
workers who depend on hygienic, low-cost food.
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Al will personalize and unify telco
services.

that even onboarding about 10 million of them by 2030 (17%
penetration) into a telco-led commerce platform could generate
meaningful scale. At a conservative three orders per shop per
day with an average order value of INR1000, the daily gross
merchandise value reaches about INR3,000 crore. With a
modest three percent commission, this translates into roughly
INRO.33 lakh crore of the annual revenue.”* Furthermore, retail
media advertising means showing useful, local ads to people
who already use the telecom app every day. If about 250 million
users regularly open the app to check data, pay bills, watch
content, or book services, and even earn INR50-60 per user per
month through small ads in nearby shops, clinics, and service
providers, it can add up quickly. This would translate to INR0.15-
INRO.18 lakh crore a year without charging users directly or
increasing tariffs.'

Al will help bind this ecosystem together. By understanding
location, language, usage patterns and daily routines, it can
nudge users toward the most relevant services. These could
include skill upgrades, health reminders or commute alerts,
making the platform more valuable with every additional
service layered on. Furthermore, instead of standalone apps
and fragmented services, telecom operators can offer a single
Al-powered interface embedded within their core all-use app
(super app). A user does not open the telecom app only to
check their data balance, but to manage everyday needs, such
as learning, payments, health, storage, entertainment and
premium upgrades within one trusted ecosystem. This does
not require consumers to pay a large upfront fee, but small,

logical premiums layered over time.'® India’s average mobile bill currently stands at roughly INR200

per month,’>and the telecom sector generated about INR3.7
lakh crore (US$43.42 billion)'®in FY2025 annual revenue.
Considering India’s digital economy is growing at a simplistic rate
of 20%"" every year, Deloitte estimates that if only 25 to 35%

of users gradually adopt a paid Al-enabled life utility over the
next five years and are willing to pay an extra INR50 to INR100,
the industry can realistically add INR12.5 to INR35 to ARPU each
year. Compounded to a steady 10-12%, average monthly bills
will rise from INR200 today to about INR350 by 2030."* Therefore,
total industry revenues will cross INR5.46 lakh crore annually,
adding the second-stream revenue of INR0.51 lakh crore, the
blended annual revenue will touch INR5.97 lakh crore without
reigniting tariff wars."”

Telcos will unlock a second revenue
engine through local ads and MSME
commerce

As telecom operators embed more deeply into daily decision-
making, a second engine of growth emerges almost naturally.
This includes business listing and advertising revenues. The
data generated in this ecosystem is contextual and intent
driven." Small local businesses can use this to reach nearby
customers at the right moment. Clinics, schools and service
providers can advertise only when relevant. Enterprises across
logistics, such as cab aggregators, FMCG, fintech and urban
planning, can access anonymized, privacy-safe insights that
were previously impossible to obtain at scale. As consumer
experience remains useful and respectful, monetization
reinforces trust rather than eroding it.

Deloitte predicts that the winners in the future will not be the
operators who give away the most data, but those who pair
gigabytes with meaningful gifts of skills, health, intelligence,
and convenience. By 2030, the Indian telecom sector will be
measured by network quality and how deeply it integrates into
When viewed through this trust-based, contextual advertising everyday life, thereby bridging India’s digital divide.?
model, the financial impact becomes compelling. India has

roughly 60 million small shops (MSME units).”? Deloitte predicts

The Bottom Line

The next revenue wave for telcos will be service-led, not data-led

The Indian telecom sector is entering a stage where growth depends less on data volume and more on ecosystem-
led value creation. Sustainable revenue expansion will be achieved by embedding services into everyday life, not by
competing solely with tariff reductions or incremental data giveaways.
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A shift toward value-based ecosystems is underway. Telcos are moving from pure network providers to
ecosystem players, using freemium bundles such as OTT, cloud, security, and early Al features to drive retention
without triggering tariff wars.

Al-enabled, single-interface telecom apps (super apps) can unify these services, enabling contextual, low-friction
monetization through small, recurring premiums rather than high upfront fees.

As telco platforms embed into everyday decision-making, business listings and intent-driven local advertising
emerge as a scalable second revenue stream without eroding consumer trust.

Telco-led commerce and retail media models have the potential to generate meaningful incremental revenues at
scale, driven by MSME onboarding and high-frequency user engagement.

As more people start using small, paid Al-based services that help with everyday tasks, especially in tier Il and
Il cities, telcos can steadily increase their average revenue per user. This can raise overall industry revenues by
2030 without needing big tariff hikes.

Long-term future winners will be telcos that bundle gigabytes and daily-life value and move beyond free data to
deliver tangible value, positioning telecom platforms as “on-the-go” enablers, rather than a commodity network.
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From free gigabytes to fixing daily life:
How Indian telecom can unlock
the next opportunity

India’s telcos move from providing low-cost data
to daily services.

The opportunity ' The vulnerability

« India: The second largest 5G ’ Fr?e add-ops e c.hange 2
market with 400M+ subscribers - Rnce—cau.tlous s
. Mobile data at ~INR9 per GB tier Il & tier lll cities
l t globall
(lowest globally) Users seek greater value.
India has a
good 5G base
for broader
offerings.

The structural shift underway

« Al interface that nudges users toward relevant service

« Free online courses for workers & small businesses _

« Subsidized checkups, diagnostics and '
pharmacy tie-ups

« Tickets, route suggestions, fare alerts
and tiffin services

Daily services in one place drive repeat use.

+ Telco & MSMEs: Onboard ~10M shops by 2030;
small take rate > ~INR 0.33 Lakh Crore annual revenue
+ Bundles that keep users: OTT, cloud, security
and Al assistants
~« Privacy safe insights for enterprises:
Logistics, FMCG & fintech

Commerce, bundles & insights expand the telco role.
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Why Al's next phase will likely demand
more computational power, not less

The world is moving from just training gen Al models
to using them at scale. Many believe this means
more consumer edge computing and less data center
computing. Neither is likely to happen in 2026.

It's widely expected that generative Al computing will shiftin
2026, from mainly being about training models on very large
amounts of data to using those models to help think about

and answer enterprise and consumer questions, prompts, and
tasks—a process known as “inference.” Many speculate that
such a shift in computational workload—or “compute”—would
mean that the Al ecosystem would need special chips optimized
for inference only, and that these (possibly much cheaper) chips
might be deployed on edge devices outside of the massive data
centers where most Al chips are currently located and might
even mean we need fewer, smaller, or at least different data
centers, and spend less.

Deloitte sees things somewhat differently. Inference
workloads will indeed be the hot new thing in 2026, accounting
for roughly two-thirds of all compute (up from a third in 2023
and half in 2025)," and the market for inference-optimized chips
will grow to over US$50 billion in 2026. But Deloitte also predicts
that a majority of the computations will still be performed on
cutting-edge, expensive, power-hungry Al chips worth US$200
billion or more, which will still mainly sitin large data centers
valued at US$400 billion or more, or on-prem enterprise
solutions worth US$50 billion that use the same chips and racks
as data centers, rather than on chips used in edge devices.
Meaning, we likely will need all the data centers and enterprise
on-prem Al factories that are currently being planned and all the
electricity that these facilities will need.

The ever-growing computational
demands of Al

While the growth in demand for training compute on new
models has likely slowed (it is likely still growing, but at lower
rates than in 2023 and 2024),2 Al models continue to evolve
through advanced techniques that can improve them after
training. These methods, combined with the sheer volume of

inference queries, likely mean that computational demand will
increase, not decrease. Put another way, it is expected that, even
though the chips used for compute are becoming more efficient
every year, thanks to Moore's Law, the demand for compute is
rising even faster at four to five times per year out to 2030.3

It's true: Compute demand growth is
slowing for initial training

A 2020 paper showed that bigger models, trained on more
data, and using more advanced Al-accelerating chips produced
better results consistently: This was gen Al's first scaling law.*
By 2022 and 2023, training models had grown from one billion
parameters to 100 billion to one trillion.

Two issues began to emerge in 2024. There wasn't an infinite
amount of training data out there, and ever larger models were
showing diminishing returns: Ten times more training data might
produce a “state-of-the-art” Al model that was only slightly
better than the previous version, or perhaps not even better

at all.5 At the same time, smaller and more efficient Al models
looked like they might be able to produce truly state-of-the-art
Al models using less data, less time, less money, and

fewer chips.”

If growth in training slowed, then Al computing would become
increasingly about inference. Asking a large language model
(LLM) to summarize a document (one example of inference)
takes only a tiny fraction of the compute capacity needed
to train that model. However, the logic went, as billions of
consumers and enterprise workers made more of those
requests and more frequently, all that inference would add up,
shifting the overall compute workload from training to inference.
Some of those requests could be processed on consumer
and enterprise devices such as smartphones and personal
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computers, and, as Deloitte correctly predicted in 2024,
hundreds of millions of PCs and smartphones with on-device
Al-accelerating chips were sold in 2025.8 Also, since inference

is less computationally intensive than training, perhaps special
inference-optimized chips could be used inside data centers.
These chips are cheaper and use less energy per inference than
the superpowered Al chips needed for scaling training, and
might not require as much co-packaged expensive memory.°

All of that is happening in 2025 and will likely continue in 2026.
Deloitte surveys in 2025 found that, both in the United States
and globally, more consumers are using gen Al, and more are
doing it daily.’® Edge devices such as PCs and smartphones
increasingly have onboard Al accelerators. A number of
inference-optimized chips (application-specific integrated
circuits, or ASICs) have been designed, manufactured, and are
being deployed in data centers and some edge devices. The

list includes, but is not limited to, chips from Meta, Google,
Amazon, Intel, AMD, Qualcomm, Groq, SambaNova, Cerebras,
and Graphcore, some of which are based on a Broadcom
package solution, with the designer providing the processing
core." Although sales figures for all these different chips are not
publicly available, Deloitte believes that 2025 revenues for these
chips are over US$20 billion collectively and will reach

US$50 billion or more in 2026.2

Then why do we still need power-hungry chips costing
US$30,000 each or more—US$400 billion or so by 2028 in
aggregate'>—in data centers that will cost an estimated US$400
billion in 2026 alone, rising to a potential trillion dollars annually
in the same year?'

Al model training is more complex than it
used to be

The point of the first scaling law was to produce “better” Al
models, and it worked very well, at least for a few years. This
initial form of scaling used to be called training, but is now called
“pre-training,” producing foundational models.

It turns out there are two more ways to make even better

models: One is “post-training” scaling, which involves various
techniques such as fine-tuning, pruning, quantization, distillation,
reinforcement learning from both human feedback and increasingly
from Al feedback, and synthetic data augmentation.” The other is
test-time scaling, or long thinking, in which the models reason their
way through the inference process after they have been asked a
question using a variety of techniques, such as chain-of-thought
prompting, sampling with majority voting, search, and even some
post-training techniques.”®This allows for more accuracy, with more
choices, better sources, and fewer hallucinations."”
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New power-hungry Al techniques will
likely outpace efficiency gains

First, post-training scaling and test-time scaling appear to be
the new normal: Most Al companies now use them to make Al
models better in various ways."®

Second, they're both Al compute hogs. It's estimated that post-
training in aggregate uses 30 times the compute needed to train
the original foundational model, while long thinking uses more
than 100 times the compute of a simple inference like asking an
Al to summarize an email.”

Third, since both of these scaling techniques are widely used
and computing resource-intensive, there are implications for
Al data centers, the locations and power needs of those Al
data centers, the chips that go into Al data centers (and other
places where Al needs to be performed), last year’s Al chips,
edge devices, and more.

A brief refresher on the chips Deloitte
predicted would be needed in Al data
centers in 2025 and beyond

Data centers have existed for decades. In fact, there are tens
of millions of square feet of data centers globally, and tens of
billions of dollars of semiconductor components have been
sold annually to fill those data centers for years.2°But the new
Al data centers, and the new semiconductors that enable them,
are often radically different from yesterday’s data centers and
semiconductors. Night and day.

The next generation of Al data centers is likely to cost hundreds
of billions of dollars annually to build and consume hundreds
of gigawatts of power. In most of these facilities, the cooling will
likely be different from previous generations of data centers,
the power supplies and voltages will likely be different, the
internal communications technologies will likely be different,
and the very floors will likely need to be thicker to support
denser and heavier server racks. Perhaps most importantly,
instead of having central processing unit-centric servers with
memory close by, newer Al server racks are mainly made up of
specialized chips called graphics processing units, or GPUs,?'
which often have specialized high-bandwidth memory (HBM),
tightly integrated with the GPUs, and special central processing
units (CPUs) to orchestrate the vast Al compute workloads. Many
components are unique to the needs and scale of this newer
generation of Al data centers.??

As recently as 2006, high-end GPUs were thought to be for
gaming computers and boxes, not data centers.?* The tasks of
most data centers were well met by CPUs, which were largely
serial processors, where tasks were executed in order. Some
high-performance computers, or “supercomputers,” have
special chips in them, which are called “massively parallel
processors,” that execute hundreds of tasks simultaneously.
These chips, however, were often tens or hundreds of times
more expensive than gaming GPUs or data center CPUs.

In 2009, scientists noted that gaming GPUs were also parallel
processors and tried running machine learning models on
high-end GPUs—the exact same GPUs as were found in
gaming computers.2* They worked well, and within a few years,
specially optimized GPUs (slightly different from the gaming
versions) were being used in some data centers and some
on-premises devices to perform machine learning Al.?> But the
market was measured in single-digit billions of dollars annually
as recently as 2018.2%

The Bottom Line

Technology, Media and Telecommunications Predictions

In 2022, the development of LLMs for generative Al required
even further specialized GPUs, and often required them to
be integrated in the same advanced package with a relatively
new and specialized kind of memory: HBM.? These GPU plus
HBM components also required a device to coordinate and
orchestrate data flows.

Optimized special CPUs (different from the CPUs in computers,
smartphones, or data centers, although similar in their core
architecture) were also an important part of the generative Al
data center, along with multiple other, perhaps equally critical,
components. In 2025, almost all the top 500 supercomputers
in the world have a similar mix of GPUs, special memory,

and CPUs.% In a way, the megascale Al data centers that are
being built could be described as a version of specialized
supercomputers.

What more compute demand could mean for the Al ecosystem

Businesses and executives should prepare for a future where compute demand, especially in big data centers and
enterprise Al factories, continues to rise, driven in part by post-training and test-time scaling. There will likely be
growth in inference-optimized chips and in edge processing, but there will still be a need to invest in hyperscale data
centers and enterprise Al boxes. “Optimized for inference” doesn’t necessarily mean less power: One recent product
optimized for inference pre-fill compute avoids using HBM and uses GDDR7 instead, but each rack needs 370 kW,
which is almost three times the power density of the training version from the same supplier.?

Al data centers: Al data center capital expenditure for 2026 is expected to be US$400 billion to US$450 billion
globally,*® with over half of that spending being the chips inside devices (US$250 billion to US$300 billion)*' and the
rest being everything else (land, construction, power, permitting, and more). It's further predicted that Al data center
capex will rise to US$1 trillion in 2028,32 with Al chips being over US$400 billion in that year.>® Although pre-training
growth is slowing, and compute is shifting from training to inference, the compute demands from post-training
scaling and test-time scaling, and increased usage suggest that the world likely needs a lot of data centers, and the
ramp from US$300 billion to US$400 billion in 2025 to roughly US$1 trillion in 2028 is directionally realistic.

Location of Al data centers: Pre-training a 100-trillion-parameter LLM could take weeks and can be incredibly
sensitive to small interruptions. The failure of a key component or an excessively high latency handoff between
processors could lead to the loss of all the work thus far and require a fresh start. Most foundational model pre-
training has been co-located, with all the servers and racks inside a single building or campus. However, increasingly,
Al compute loads are able to be done in different data centers across the United States, or even around the globe.?*
Further, there will likely be a range from gigawatt-scale data centers to smaller-scale inferencing data centers where
fully trained models can be deployed, which will tend to be closer to metro locations to help reduce latency. This
helps set up a growing demand for sovereign Al solutions (each country or region having its own domestically located
and even locally operated Al compute capacity) as well as enterprise edge on-premises solutions as part of the

hybrid cloud.?*
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Power demand for Al data centers: At a high level, more Al data centers that are doing all three kinds of scaling

are still going to need a lot of power. But the ability of both post-training and test-time scaling can be relatively
“interruptible” compared to pre-training, which needs to be done all in one training run. That helps allow Al companies
to participate in demand response programs, where they can shift tasks to different data center locations or slow
down processor clock speeds, reducing demand during peak times.3¢ It's estimated that increasing this kind of
flexible load could allow large new data centers to help maintain grid reliability and affordability.?”

That Al training and inference can be distributed means that data centers don’t need to all be in one state or one
county, but can be spread more evenly around the world, distributing electrical demand.

Chips in Al data centers: Some may have viewed the Al chip market as a zero-sum game. The view was often
something along the lines of: “Sure, | needed to spend tens of thousands of dollars for advanced GPUs co-packaged
with HBM for pre-training my foundational models, but as we shift computing to inference, maybe | can use cheaper
chips that are optimized for inference and have less HBM.”

Instead of the chip market being an “either-or,” it looks like it will be a “both-and.” There’s likely to be considerable
growth in inference-only or inference-optimized chips, but at the same time, the kind of chips typically best suited

for foundational model pre-training, post-training, and test-time scaling (which are a mix of training and inference
compute) remain the big, powerful, energy-hungry GPUs with HBM that cost tens of thousands of dollars each. For
those buying the chips, they may be even more expensive in 2026, with leading-edge process wafers expected to cost
50% more.3®

Edge Al in consumer or enterprise devices such as smartphones and PCs: As mentioned earlier, hundreds of
millions of smartphones and PCs are being shipped and purchased with neural processing units (NPUs):*° dedicated

chips or portions of the CPU chip (worth a few dollars or tens of dollars for the NPU portion) that are optimized for
processing Al inference tasks with reasonable power consumption.

However, NPUs are only powerful enough for the kind of one-shot inference discussed earlier (“summarize this
email,” etc.). Therefore, Deloitte predicts that almost all Al computing performed in 2026 will be done mainly in the
kind of giant Al data centers being planned, or on relatively expensive high-end Al servers owned by enterprises, not
on PCs and smartphones. At least for now, in the hyper-growth, land-rush phase we seem to be in, a cost-optimized
hybrid architecture does not appear to be a priority for vendors or enterprises. Further, things like test-time scaling
can be overkill for the vast majority of consumer use cases, and even most enterprise on-device use cases. One day,
computers and smartphones may have a much bigger role to play, but it won't likely be in 2026.

More recently, one Al company introduced a gen Al model that can reason and that runs locally on PCs. It's unclear
how well it works, what impact it has on battery life, or how many PC users will want to use Al locally, rather than
through the cloud.*

Edge Al and the enterprise using on-prem solutions: The very powerful, power-hungry GPU plus HBM plus
coordinating CPU trays that are typically going into giant Al data centers around the world are also available to
enterprises that want to pursue an on-prem, hybrid, more resilient approach to gen Al computing, especially for post-
training. Driven by concerns around cost, intellectual property ownership, sovereignty, resilience, and customization,
enterprises can spend US$300,000 to US$500,000 on a box with about eight GPUs (and HBM and CPUs) that can
perform a certain level of Al training and inference.*' Or they can spend US$3 million to US$5 million on a rack with
up to 72 cutting-edge GPUs (and HBM and CPUs) that do more# Or they can even spend tens of millions on multiple
racks that do more still.*3 Deloitte predicts that this on-prem hybrid enterprise market will be worth over US$50
billion in 2026.

Duncan Stewart
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Edge Al for robots, drones, and autonomous vehicles: Still comparatively small in 2026, there are several use cases
that can require inference in real time and on device. These range from drones and robots to self-driving cars. These
currently span a wide variety of chips: Most drones have relatively primitive and low-powered Al inference chips,*
while most self-driving vehicles are using GPU chip solutions that are only slightly less powerful than those found

in data centers.* This non-Al factory market is likely still fairly small (under US$5 billion in 2026)*¢ but could become
much larger, especially if the robot market takes off, which could happen, but likely after 2030.+”

We're still in the early days of Al. As of summer 2025, the growth in the need for Al compute (and therefore the

need for more data centers, enterprise on-prem solutions, and more high-powered Al chips, whether for pre-
training, post-training, test-time scaling, and inferencing) is very high, even in spite of constant attempts to make the
algorithms more efficient.“® At some point, it's possible that new techniques could see a breakthrough, and improved
Al models could run well on cheaper chips, needing fewer data centers and less power. But that won't be in 2026.
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India’s data center surge: Navigating capacity growth,
real estate pressure and power readiness

Quick reads

* Four friction points drive future growth: The next
growth phase will depend on addressing four friction
points: power readiness, real estate and approvals,
water and cooling resilience, and commissioning
capacity to deliver repeatable timelines at scale.

* Electricity demand goes up: The overall electricity
demand from data centers is expected to increase,
raising the sector’s share of the national electricity
consumption.

* DCZs expedite commissioning: Creating dedicated
Data Center Zones (DCZs) ahead of demand, with
pre-built substations, standardized connection
timelines, and bankable firm power for high-density
campuses is predicted to fast-track commissioning.

* Cooling architecture changes: Cooling architecture
is anticipated to shift toward liquid and hybrid
systems, with water-energy trade-offs.

* DCFUs reduce cycle time: Creating Data Center
Facilitation Units (DCFUs) to coordinate regulatory
approvals and policy implementation is expected to
reduce cycle time and variance, which are critical for
lenders and hyper-scale customers.

India’s data center market is shifting from a phase of early
expansion to one defined by scale, speed and structural
constraints. What was once a capacity-led growth story is now
equally shaped by questions of where facilities can be built
(greenfield), how reliably they can be powered (renewable) and
how quickly supporting infrastructure can keep pace (scalable).
As demand accelerates, developers, investors and policymakers
have to navigate trade-offs across land availability, power
access, regulatory readiness and long-term sustainability.

Predictions for 2026 and beyond

The country’s data center capacity is expected to scale from
~1.5 GW in 2025 to ~10 GW by 2030,' according to a joint report
by Deloitte and Niti Aayog. This growth will be driven by hyper-

scaler expansion, rising Al workloads, 5G rollout, and tighter
data and security requirements. The data center sector could
attract cumulative investments of ~US$25-30 billion in facility
build costs (Mechanical, Electrical and Plumbing [MEP] and civil
works, excluding IT hardware) for colocation capacity by 2030.2
The per-MW facility build cost in India is estimated at ~US$5.5-
8.0 million per MW (excluding IT hardware).? According to a
leading global real estate services firm's estimates, the average
global data center construction cost was ~US$10.7 million per
MW in 2025 and is forecast to be ~US$11.3 million per MW in
2026. This implies India is at least ~25% cheaper than the global
facility cost benchmark.*

Data center expansion will create
significant power, land and cooling
demand.

The rapid scale-up of data center capacity is already tightening
resource constraints. Data centers consumed ~13 TWh of
electricity in 2024. Deloitte predicts that the power demand
will increase to ~57 TWh by FY2030, raising data centers' share
of global electricity consumption from ~0.8% to 2.5-3%.°¢ Power
demand is rising faster than transmission upgrades, increasing
near-term pressure on substations and grid stability across the
most significant demand clusters.

Land requirements are also rising, with Al facilities requiring
10,000-15,000 sq. ft per MW,”which drives real estate demand
and exposes land assembly and approval timelines. On the
other hand, water and cooling are becoming siting constraints in
stressed metros as heat density rises and cooling loads increase.

Deloitte predicts that the next growth phase will depend on
addressing four friction points in parallel: power readiness,
real estate and approvals, water and cooling resilience, and
commissioning capacity that can deliver repeatable timelines
at scale.

The power demand from data centers
is rising faster than transmission
upgrades, creating near-term pressure
on substations and grid stability.

Traditional data centers consume 5-10 kW per rack.? Al racks
are already moving into the ~40-100 kW range, with industry
roadmaps pointing to several-hundred-kW racks and early
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1-MW-class designs emerging in the next 12-18 months for
select GPU deployments® Data centers require an uninterrupted
power supply and are designed with redundancy that sources
electricity from two independent grids. Thus, grid connection
quality and redundancy are as crucial as generation availability.

Electricity costs are in the US$0.08-0.14 per unit range.
However, most data centers are grid-supplied, and
commissioning is constrained by transmission and node-level
evacuation capacity. Deliverability depends on substation
headroom and augmentation timelines, in addition to
night-time adequacy risk. This increases the premium on
redundancy and firming contracts.'® This cost and asset-age
profile support competitive operating economics, but it does
not remove node-level constraints.

India experienced the highest power demand of about 250 GW
in FY2024-25." Grid studies commonly model data centers at
about ~85% load factor because they run round the clock. Data
centers act as power-electronics-heavy loads with reactive
power and harmonic impacts, increasing the premium on
quality and stability.”? This demand profile increases pressure
on substations, evacuation capacity and stability margins in the
corridors where campuses are built.

India’s average Power Usage Effectiveness (PUE) is cited at about
1.9 compared with about 1.3 for best-in-class efficient designs.'
India needs to make deliberate efforts to enhance energy
efficiency across its data centers. This can be done by adopting
internationally accepted PUE measurement standards, linking
government incentives, fast-tracking approvals to verified PUE
outcomes, and upgrading cooling and power-train performance
through liquid-ready designs, higher-efficiency UPS, and
continuous metering and controls.

Renewable energy adoption is rising, but banking constraints
persist. Banking charges and regulations vary across states,
creating operational uncertainty for data centers seeking

to integrate renewables at scale. This variation increases
uncertainty in delivered cost and reliability for round-the-clock
renewable supply portfolios.

Deloitte predicts that standardizing state-level renewable
energy banking regulations and charges will help increase
renewable energy adoption.

India’s data center market will witness
uneven capacity expansion, with metro
cities accounting for the majority of
installed capacity.
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Mumbai and Chennai account for about 70% of the current live
capacity. Six metro regions are expected to contribute 80-90%
to the upcoming supply.* This concentration localizes grid
stress because incremental campuses compete for the same
substations, transmission corridors and utility processes.

Rack densities are rising alongside this concentration. Hyper-
scaler averages are about 36 kW per rack today, trending
towards 50 kW by 2027. Hyperscaler cabinet densities are
moving from the ~30-50 kW range toward materially higher Al
halls. Advanced Al cabinets are already at 80-100 kW, and next-
generation GPU rack-scale systems are now being specified at
120-130 kW (72-GPU racks), ~190 kW (144-GPU racks), and up to
~370 kW for high-performance configurations.” Higher density
tightens the constraints on connection slots, redundancy design,
liquid-cooling readiness, and time-to-energize in the most
significant hubs.

Data centers run at high load factors and have low tolerance
for outages. Therefore, connection sequencing and
redundancy architecture become commissioning gates once
multiple campuses queue behind the same nodes. This makes
hub-level deliverability a different problem from national
capacity, defined by substation headroom, evacuation
readiness, redundancy and predictable renewable integration
rules. Deloitte suggests that creating dedicated DCZs

ahead of demand, with pre-built substations, standardized
connection timelines and bankable firm power for high-
density campuses, can help fast-track commissioning.

Water stress is reshaping cooling
methodologies.

Al data centers use water for cooling when designs use
evaporative systems and chiller plants. A one MW data center
can require ~68,500 liters of water per day for cooling.'® Water
demand is expected to rise materially as capacity scales and Al
workloads raise heat density.

Major data center metros face a tightening water balance. For
example, Bengaluru is cited as having a deficit of ~500 million
liters per day against a daily requirement of ~2,600 million
liters."” Other large metros that also host data center growth
are facing a similar shortage. Therefore, cooling architecture is a
siting constraint. Water can turn into a commissioning risk when
intake permissions, reliance on tankers, or municipal supply
constraints bind. This risk becomes more acute when capacity
clusters in the same basin and expands faster than local supply
augmentation.

Deloitte expects that cooling architecture will shift toward
liquid and hybrid systems, with water-energy trade-offs. Air
cooling does not scale economically for high-density racks as
heat flux rises. Therefore, liquid cooling, including immersion
and direct-to-chip, becomes enabling for Al halls and supports
higher power densities. Operators are already shifting toward
lower-water-cooling approaches. Cooling accounts for about
40% of electricity use, so PUE directly determines the unit cost.
Air cooling is about 1.5 PUE, direct-to-chip is about 1.2 PUE,
and immersion is about 1.05 PUE."® Thus, improved cooling
technologies are expected to reduce water requirements.

Real estate will remain India’s strength.

India’s ability to allocate large, contiguous land parcels

at competitive prices positions real estate as a structural
advantage in its data center expansion. However, land clearance
timelines and regulatory approvals continue to be critical
bottlenecks that can slow project execution.

Land demand scales proportionally with MW capacity
requirements, largely due to the additional space needed for
power and cooling infrastructure beyond the IT footprint. A
typical Al data center in India requires 10,000-15,000 sq. ft. per
MW of capacity added.” Deloitte predicts an additional 45-50
million sq. ft. in aggregate land requirements by 2030, up from
~13 million sq. ft. in 2023.2°

Execution timelines are driven equally by land, clearances and
construction. Land acquisition delays are often cited as taking
over a year, especially without experienced real estate partners.
Approvals are usually a lengthy process with over 40 approvals
across government levels, adding another year to timelines.

The Bottom Line
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Fragmentation of clearance pathways and the absence of a
uniform single-window mechanism are a binding issue. This
creates variability in time-to-site and raises delivery risk for
each incremental campus. The same dynamic also reduces
repeatability when developers expand across states or attempt
multi-city rollouts.

Zone-based development is positioned as the de-risking
mechanism for both land and approvals. It provides a ready
power supply and evacuation infrastructure. The Data Center
Economic Zone (DCEZ)*' construct provides pre-approved
clearances and affordable land, but implementation has

been slow. The Draft National Data Centre Policy, 2025,
highlights DCEZs under a central framework with state-led
implementation, a model some states have already adopted.?
A formal national notification of DCEZs would standardize
adoption and accelerate rollout.

Moreover, the Union Budget 2026-2027 proposed a tax holiday
until 2047 for foreign companies providing cloud services

to customers globally using data services from India. Such
companies will provide services to Indian customers through
an Indian reseller entity. Additionally, a 15% safe harbor regime
on costs has been proposed, where the data service provider
in India is a related entity.? This is intended to reduce transfer
pricing disputes and provide pricing certainty for cross-border
operations of multinational technology companies.

Institutional coordination is treated as a structural fix. Deloitte
suggests creating Data Centre Facilitation Units to coordinate
regulatory approvals and policy implementation. This will enable
the reduction of the cycle time and variance, which are critical
for lenders and hyperscale customers.

Infrastructure readiness will define India’s data center scale-up

India’s data center market is moving into a scale-driven phase where execution and infrastructure readiness are
as critical as cost competitiveness. As capacity expands and energy choices come into sharper focus, coordinated
planning across power, land and utilities will determine how sustainably the next wave of growth is delivered.

India’s cost position remains structurally attractive, supported by lower per-MW build costs and competitive
electricity tariffs. The constraint set is shifting from capital cost to deliverability because grid headroom, land
assembly, approvals cycle time and water availability are becoming binding in the same hubs where capacity is

concentrated.
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As the market matures, delivery priorities are likely to shift toward brownfield expansions, capacity optimization
and sustainability-led upgrades, alongside dedicated greenfield campuses where land and utilities can be
provisioned at scale.

Long-run competitiveness depends on energy and cooling choices. States are expanding renewable energy
and storage capacity, and large buyers increasingly screen for low-carbon, certified infrastructure in location

selection. Linking data center parks to interstate renewables and storage improves the reliability of near-24/7
low-carbon supply, while efficient cooling reduces both electricity draws and water stress.

A coordinated approach across state and center policies, transmission planning, renewable procurement and
water resilience can convert India’s cost advantage into sustained capacity delivery at scale.
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India’s data center surge: Navigating
capacity growth, real estate pressure
and power readiness

India's data centers are moving from capacity build to
delivery readiness, with capacity rising from ~1.5 GW in
2025 to ~10 GW by 2030.

The opportunity

« ~1.5 GW (2025) - ~10 GW (2030)

The vulnerability

designs increases grid draw
« ~85% load factor raises risks
for substations

« Capex potential
~US$25-30B in
colocation by 2030

Execution readines
will define
market leaders.

and rules = risk.

The structural shift underway

* Power readiness: Pre-built substations
and renewables
« Cooling evolution: Air for low density - liquid :

and hybrid for Al halls

Power and cooling readiness
enable commissioning.

The real value capture

Liquid Single DC zones and
cooling & window pre-built Readiness depth = reliable
lower PUE clearances substations

Capture delivery where it matters

commissioning

« PUE ~1.9 vs. ~1.3 best-in-class

Growth without power quality
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Generative Al video is perfect for
social media, but could disrupt
social media companies

Approaching Hollywood quality, the latest generative

Al video models appear to be supercharging

independent video but could provoke a stronger
regulatory response against social video platforms

Sasquatch selfie adventures. Dating tips from fairy tale
princesses. Fast-breaking news that may or may not be real.
Creative and sometimes concerning uses of generative video
are populating social media feeds and competing for eyes in the
attention economy. Reality, it seems, may be facing even greater
competition than it has already.

Generative video could empower independent creators to
produce more for less while reinforcing social media platforms’
ability to deliver compelling short-form entertainment and gain
a greater share of digital advertising. The same capabilities could
also overwhelm audiences, erode authenticity, and provoke
regulators to try to contain the potential negative side effects of
generative video.

When anyone can produce realistic video and publish it to
potentially millions as “news,” branded content, fan fiction, and
much more, or use it to scam, coerce, or deliberately misinform
people, the potential for misuse could strengthen the drumbeat
of regulators seeking to contain new media.

Deloitte predicts that, in 2026, generative video could provoke
aregulatory response in the United States, potentially driving
more age verification in more states, refreshing federal
challenges to Section 230 protections established in 1996 by
the Communications Decency Act,’ and requiring labeling for

Al content published on social platforms. Such regulatory
efforts have already begun in some US states, like New York,
Tennessee, and Utah.? The US Supreme Court has declined to
hear objections to an age-verification law for social media use in
Mississippi.>The European Union's Digital Services Act also
includes provisions for “effective age assurance methods.”In
2026, a US election year, social platforms may be compelled to
use their Al and data capabilities to better manage generative
content. Some platforms are already advancing these solutions.®

Generative Al will likely enable a glut of video content while
also powering better moderation of this content, all at scale.
Regulators may look to see how effective these efforts are at
managing perceived online harm. Platforms will likely do the
same, while also monitoring for reduced engagement, lower
monetization, and challenges in meeting compliance.

Some independent content creators are
being empowered by generative tools

Generative video models can create short clips of high-quality
video and audio that are nearly indistinguishable from “real”
content.®The relative ease of use and cost-effectiveness is
empowering some creatives to run with their creativity, try
things with much lower risk of failure, and even rapidly test
creative ideas in the hyper-competitive marketplace of social
video.

Though they may not be able to deliver 30-minute TV shows or
full two-hour movies, generative video tools are very capable of
producing compelling, made-for-social video content—Ilike high-
profile ads bringing internet memes to life.” In fact, the perceived
limitations of generative video that may slow Hollywood
adoption seem to be empowering some creators and social
video platforms, where short-form, fast cuts, and selfies are
common to virality, and where audiences may be less discerning
about the free, open-source entertainment they receive.

For independent creators—and maybe soon for all media
production—generative tools may be less about replacing the
entire production stack to render fully synthetic content, and
more about eliminating costly micro-tasks, compressing the
time to create, and empowering smaller outfits to do more.
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Generative Al and video tools are powering cheaper and

faster content creation, eliminating more of the micro-tasks in
production, distribution, and measurement.® This can amplify
outputs to help keep up with a fast cadence of publishing, often
necessary to engage followers and stand out in the algorithmic
feeds of social platforms.

Many tools focus on time- and money-saving shortcuts, like
quickly generating videos from scripts and “one-click” clip
generation.’ This can help enable creators to rapidly test
variants to determine which approaches work better with
specific audiences and trending algorithms. Other tools are
enabling creators to generate Al avatars of themselves that can
reduce fatigue while still engaging audiences and even
enabling greater personalization at scale.’® The same features
are expanding into generative ads."

Generative Al tools can also support non-generative content
with faster editing, like removing “ums,” silences, and bad
takes, fixing shaky cameras, and automating the removal of
dead space."? Multilingual dubbing tools can open access to
foreign language audiences, expanding engagement and ad
revenue potential.”®

With these capabilities, creator studios can more quickly ideate,
generate content, target audiences, measure results, and
repeat. This could not only disrupt the economics of content
but also lead to exponentially more content. A greater supply
of content could create more competitive pressure among
creators, which could inspire even more creative content.

Generative video could threaten
Hollywood and social media platforms
alike

As Deloitte showed in its “2025 Media and Entertainment
Outlook,” some major studios and publishers have been
exploring generative video but have been hesitant to integrate
itinto productions. This caution may come, in part, from a

fear of undermining their premium content offerings with
synthetic media, but also due to challenges from talent. The
SAG/AFTRA strike of 2023 included demands for limiting the
use of generative Al in productions.™ Yet, Hollywood studios are
often overburdened by high production costs and may wish for
generative Al to eventually reduce this burden.’

At the same time, traditional studios and streamers face greater
competition for advertising dollars.”® While some Hollywood
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studios work to stem ad losses from a declining linear TV
business and migrate their advertising businesses to connected
TVs and streaming video services, many social platforms have
been taking more digital advertising dollars. Advertiser spending
on these platforms is showing significantly greater growth than
other digital media, like streaming video services."”

Generative Al's ability to both quickly generate content and
predict which segments and individuals will engage with it
appears to be transforming digital advertising.'® With simple
prompts, social platforms can automatically generate thousands
of ads with small variations, and then instantly test which
variants perform the best.” This is enabling ad buyers to spend
less on creating ads and more on testing variants that return the
highest success rates, reinforcing the competitive advantage of
social platforms.2

Yet, social platforms will also likely see greater risks from their
own generative video efforts. They may confront a further boom
in the amount of video content they should deliver and manage,
some of it likely treading into copyright violations or worse
categories. They may risk audiences being overwhelmed by “Al
slop” and a rapid devaluation of the principal currency that has
fed much of social media’s growth: authenticity.

Ayear ago, we asked people in the United States how they
felt about generative media.?' Sixty-four percent agreed that
generative Al on social media is dangerous; 76% agree that
online content creators should be transparent about when
and where they use generative Al in their content; and 53%
agreed that online content creators who use generative Al are
not authentic.

Now, a year later, the capabilities of generative video and the
amount of it on platforms have both grown considerably.
Generative video appears to be quickly approaching parity with
reality and could soon tread into dangerous territory, potentially
to both attract regulators and empower bad actors. There are
concerns of potential fraud as models enable bad actors

to use Al to impersonate people.?? Along with sasquatch

selfie videos come the likely influence campaigns, scams,
political disinformation, and conspiratorial rantings. This

could even impact legal proceedings if video evidence

becomes untrustworthy. Yet, without regulatory oversight,
audience exodus, or punitive damages, platforms are typically
unincentivized to rein itin.
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The Bottom Line

Social platforms can protect the truth — and their best interests

Synthetic media, Al slop, and disrupted business models could pale in comparison to the societal challenges when
anyone can make and distribute realistic videos, and video evidence is no longer a reliable form of truth. Watching
the leading edge of generative videos—especially the ones trying to illustrate the risks of fake news feeds, celebrity
sightings, false flags, and political gaffes—it's hard to downplay what could become a wave of disruption that seems
to be fast approaching.

To get ahead of these risks, social platforms should work to develop and integrate watermarking, Al labeling, and
ways to track and reveal the provenance of all content, including ads, that are uploaded to or generated by their
services. Seemingly inevitable political manipulation and consumer deception should move regulators to work with
platforms and establish stronger guardrails for generative content, such as requiring labeling and watermarking.

In the United States, Section 230 of the Communications Decency Act, which has protected open platforms from
liability for content they host, could be challenged if they don't get ahead of these accelerating risks.?® European
regulators have already shown a strong willingness to regulate US social platforms and data collectors.?* Developing
stronger compliance automation, like compliance agents that monitor the outputs of other generative tools, could
enable platforms to rapidly respond to violations at scale.

For all its connectivity, transparency, and celebration of humanity, social media has also advanced the fragmentation
of information, the deregulation of media, and the capabilities of bad actors. Without strong efforts from the social
platforms enabling these capabilities, generative video could greatly amplify this condition and further unmoor
society from any shared sense of ground truth.

Chris Arkenberg Gillian Crossan
United States Global

Tim Bottke
Germany
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India perspective
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Generative Al videos are good for social media, but
could potentially disrupt social media companies

Quick reads

* Generative Al drives video creation: Advances in
generative Al, combined with human-in-the-loop for
creativity, are expected to significantly accelerate
video creation process, driving more audience-
centric content and enabling effective monetization.

* New models emerge: New business models, such
as Al-driven sponsorship formats or pay-per-view
Al-generated clips may come up for driving revenue.

* Brands bank on generative Al innovation: Brands
will extensively use generative Al innovations,
such as live-streamed Al avatars, AR/VR-enabled
immersive videos and short-form reels enhanced
with real-time Al effects, to deliver highly
personalized and engaging customer experiences.

* Government support boosts creator economy:
The government'’s proposed funding assistance
for the AVGC sector is predicted to significantly
boost India’s emerging creator economy, catalyzing
employment, start-ups and innovation. It will enable
students and creators from tier Il and tier Il cities to
access opportunities, unlock untapped talent and
enhance social mobility.

* Watermarking becomes necessary: In the
near future, visible labeling and persistent
watermarking, as outlined under the Draft IT Rules,
2025, framework, will become the standard for
Al-generated videos on major social platforms in
India.

¢ Platforms moderate generative Al content:
Generative Al and deepfake videos are anticipated
to be a dedicated moderation category within
platforms’ India workflows, aligned with the Draft IT
Rules, 2025.

Advancements in generative Al are accelerating video
production while broadening the scope of creative output. A few
major production studios in India have already experimented
with generative Al. However, they will likely be more cautious

in moving it into full production. This caution stems from
concerns about content ownership and IP risk, as current public

models may expose them to liability if training datasets include
protected works belonging to other artists or studies. However,
social media influencers are increasingly using generative Al for
scripting, voice synthesis, and character creation.

Predictions for 2026 and beyond

According to a survey report, 97% of Indian content creators
consider generative Al an important tool for their growth." In
the future, more social media influencers will drive content
creation with the help of generative Al. Leading social media
companies are also offering their own in-built Large Language
Models (LLMs) to influencers, helping them create content more
easily. For example, a leading social media player is focused

on improving end-user creativity through its generative Al
video editing feature, which lets users transform their videos
using preset Al prompts to enhance outfits, locations, styles
and more. Similarly, another key player is providing an in-built
LLM to accelerate the video creation process, enabling users to
generate engaging videos by simply uploading images. These
images are then transformed into more expressive characters
and natural movements. This indicates that companies are
adopting various strategies to speed up content creation. Over
the next few years, generative Al can become an even more
useful tool for influencers.

Generative Al will enhance monetization
opportunities for influencers.

According to a 2024 study, over 92%? of content creators in
India use generative Al tools in their workflows for tasks such

as editing, scriptwriting, character generation and planning to
increase their efficiency. These tools quickly generate videos
from text prompts, lowering technical barriers and enabling new
creators to produce high-quality content. Deloitte predicts that
advances in generative Al, combined with human-in-the-loop
for creativity, will significantly accelerate video creation process,
driving more audience-centric content and enabling more
effective monetization. Generative Al will enable personalized,
multilingual branded content at scale, making sponsorships
more effective while supporting higher engagement-linked
pricing for popular influencers.

Deloitte predicts that in the future, new business models can
emerge, such as Al-driven sponsorship formats or pay-per-view
Al-generated clips that will drive revenue.
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Al-enabled virtual influencers will gain
popularity.

India has witnessed a gradual but noticeable traction toward
Al-generated virtual influencers. Per a global survey, the
country demonstrates the highest engagement for Al-generated
influencers at 55%. The market estimates suggest that the
virtual influencer market in India is projected to grow from
US$0.16 billion in 2024 to US$1.6 billion by 2030,° at a CAGR of
~47%. Deloitte predicts that if virtual influencers engage more
effectively with brands and promote their products, this market
projection could increase further by 15-20%, reaching as high as
US$1.9-2 billion by 2030. Al-generated virtual influencers offer
greater opportunities for customization and personalization.
Brands can script their personas and ensure messaging
consistency.

Brands are using generative Al to
increase user engagement.

A survey finding indicates that 72%° of Indian Gen Z
consumers are more likely to engage with brands that offer
personalized communication. Deloitte predicts that brands
will use generative Al innovations, such as live-streamed Al
avatars, AR/VR-enabled immersive videos and short-form
reels enhanced with real-time Al effects, to deliver highly
personalized and engaging customer experiences.

Additionally, the government is strengthening support for

the country’s creator economy. The Animation, Visual Effects,
Gaming and Comics (AVGC) sector has witnessed rapid

growth and is projected to require nearly two million skilled
professionals by 2030. To support this demand, the government
has proposed funding assistance to the Indian Institute of
Creative Technologies, Mumbai, to establish AVGC Content
Creator Labs across 15,000 secondary schools and 500 colleges
nationwide.” The government has also allocated INR250 crore®
for talent development in the sector. This allocation, intended
for the first year, will be used to set up these Content Creator
Labs across the country. Deloitte predicts that this initiative will
significantly boost India’s emerging creator economy, catalyzing
employment, start-ups and innovation, while enabling students
and creators from tier Il and tier Il cities to access opportunities,
unlock untapped talent and enhance social mobility.

While social media influencers use generative Al for

video creation, policymakers need to be more cautious in
implementing rules and regulations. Generative Al videos could
exacerbate online harms by amplifying misinformation and
impersonation driven by deepfakes, especially impacting the
social media platform providers business in India.
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The baseline framework, the Information Technology
(Intermediary Guidelines and Digital Media Ethics Code)
Rules, 2021, notified under the Information Technology Act,
2000, already imposes due diligence, notice-and-takedown,
traceability (for significant social media intermediaries) and
grievance-redressal obligations on intermediaries, including
social media platforms.

Furthermore, in October 2025,° MeitY issued the Draft
Information Technology (Intermediary Guidelines and Digital
Media Ethics Code) Amendment Rules, 2025, (often referred
to as the “Draft IT Rules, 2025") on synthetically generated
information, with key proposed measures including:

* Introducing a definition of
“Synthetically Generated
Information (SGI)”

* Imposing the labeling and
metadata-embedding
requirements on SGlI

+ Adding enhanced obligations
for Significant Social Media
Intermediaries (SSMIs) to obtain
user declarations, deploy technical
measures and clearly label
synthetically generated information

Strengthening platform accountability
will be key.

Deloitte predicts that in the near future, visible labeling and
persistent watermarking, as outlined under the Draft IT Rules,
2025, framework, will become standard for Al-generated videos
on major social platforms in India. Major social platforms,
specifically those classified as SSMIs under the IT Rules, 2021, are
expected to operationalize these requirements by implementing
persistent labels and watermarks on Al-generated and deepfake
video content distributed in India. It will probably use both

what users say about their content and what the platform can
automatically detect. The rules will be applied more strictly to
political content, celebrity look-alikes, and sensitive deepfakes
(such as intimate or gender-related ones) because these are
clearly seen as harmful.

However, mandating the same compliance obligations for
intermediaries, including generative Al start-ups to meme-
sharing apps, may not be technically feasible. Many content
hosting platforms rely on open Application Programming
Interfaces (APIs) and cross-platform distribution, making it
unreliable to maintain persistent labeling or watermarks.
Additionally, the draft has to more clearly define what qualifies
as a “reasonable and appropriate” verification mechanism.
Without standardization, it may create ambiguity, leading to
uncertainty in implementation timelines.

Enhanced detection and human review
pathways will help prevent high-risk
deepfakes.

Deloitte further predicts that generative Al and deepfake
videos will be a dedicated moderation category within platforms
India workflows, aligned with the Draft IT Rules, 2025. SSMIs

are likely to formalize SGl/deepfake video as a separate policy
and operations category, with review queues, internal KPIs and
playbooks designed specifically to comply with these rules.

’

The Bottom Line
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Detection will rely on Al models trained and built on a
responsible and trustworthy Al framework, watermark/
metadata checks and behavioral signals, with fast-track routing
of high-risk SGI concerning elections, communal content and
deepfakes for human review to demonstrate “reasonable

and proportionate” technical measures.'” Future Al detection
models are shifting toward multimodal architectures that

can analyze signals across text, audio, video and behavioral
patterns, such as posting cadence and engagement anomalies,
making it more difficult for Al-generated content to pass

as authentic. These systems require computing resources,
with real-time detection depending on Graphics Processing
Unit (GPU) infrastructure. The systems must be embedded
upstream with trust and safety pipelines to enable pre-upload
screening and API-level coordination with platform providers,
supported by human review.

Additionally, the ecosystem players, including regulators and
platforms, are exploring collaboration with fact-checking
organizations to combat deepfakes.

Creativity combined with responsible Al will set the standard for content’s

future for social media

Generative Al is reshaping content creation in India, enabling faster production and new opportunities for creators
and platforms alike. Its rapid adoption brings both potential for growth and a need for careful management from
social media companies, as it may lead to loss of user trust, regulatory penalties, and dilution of authenticity.

Exponential growth of generative Al-enabled user-generated content is expected to drive a multi-fold increase
in content creation at scale. Deloitte predicts that this evolution will lower entry barriers for new-generation
and virtual influencers, enabling faster content production and easier monetization. As generative Al content
becomes more prevalent, social media platforms are likely to increase their investments in technologies to
identify, label and differentiate between generative Al and human-created content.

While generative Al content will accelerate influencers’ rise to fame and monetize their channels, this rapid
growth will also bring new societal and platform-level risks for social media companies. As highly realistic
synthetic videos become easier to create and distribute, the potential for misinformation, impersonation and
misuse will rise. This will place greater responsibility on platforms to safeguard user trust. Additionally, fraud
involving generative Al on social media may rise sharply as hyper-realistic voice and video deepfakes are used in
scams such as CEO impersonation and investment pitches.

Platforms will need to invest heavily in advanced detection technologies, governance tools and operational
processes to meet evolving compliance requirements and position themselves as trusted intermediaries.
Deloitte predicts that regulatory interventions will shift toward the developer layer, focusing on technical

implementation, backend systems and design controls.
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Audience is losing trust in Al-generated content. Only creativity, combined with automation, can drive
engagement. Therefore, platforms can experiment with trust-linked indicators, such as content transparency
labels (labeling Al-generated content) or audience retention post-Al disclosure, to understand how Al-generated
or Al-assisted content affects credibility and to continue improving based on audience feedback.

Governments will need to play a proactive role in raising public awareness around the implications of generative
Al, particularly among users who may not fully understand the consequences of creating, sharing or consuming
Al-generated content. Furthermore, the government should emphasize collaboration between regulatory bodies

and industry players to set standards and guidelines for generative Al-led content management. The focus
should be on proper due diligence, content moderation, grievance redressal, transparency and the control of
misinformation.

Generative Al could lead to copyright erosion and creator displacement. It can also have algorithmic bias toward
Al-generated avatars. It can blur ownership boundaries and challenge existing IP frameworks, especially where
training data and authorship remain opaque. Therefore, platforms are expected to anchor their approach in
responsible and trustworthy Al frameworks that emphasize transparency, fairness, accountability and human
oversight.
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Generative Al videos are good for
social media, but could potentially
disrupt social media companies

Al video powers the social media space in 2026 with 97%
creator uptake under emerging labeling and safety norms.
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Tiny episodes, massive appeal: Short-
form serials are gaining viewers and
empowering independent studios

From independent creators to major platforms,
micro-series are helping redefine how viewers

connect and consume content worldwide

Foragers, snackers, and grazers: Confronted by an abundance
of content, social media audiences are constantly searching
for something good to consume. They sift through endless
streams that might match their metadata but might not
satisfy their emotional or intellectual appetites. Could
serialized short-form storytelling—Ilike micro-series and
micro-dramas—offer greater sustenance and continuity in a
highly fragmented attention economy?

A micro-series—sometimes called a micro-drama or short-form
serial—is a scripted video series told in bite-sized episodes
lasting just a few minutes each, designed for mobile-first
consumption and rapid engagement. Mobile apps like
DramaBox, ReelShort, ShortMax, and DramaWave, among
others, are generating billions in revenue and hundreds of
millions of users in Asia and the United States.! This explosive
growth is redefining what audiences expect from digital
entertainment—and signals new opportunities and challenges
for creators, platforms, and brands alike.?

In 2025, in-app revenue for micro-series content is forecast

to reach US$3.8 billion.® In 2026, Deloitte predicts that the
revenue growth of in-app micro-series will more than double,
reaching US$7.8 billion. Deloitte also predicts that the United
States will account for half of global revenue in 2025, but its
share will decline to 40% as other markets convert more views
and downloads into cash. As more audiences are exposed to
micro-series, we believe they will find the combination of short-
form and serial entertainment compelling, buoyed by increased
virality on social media. Additionally, we anticipate that more
micro-serials will break out on social platforms, commanding
more attention time and climbing the charts of US social media

engagement. Finally, we expect some savvy video-streaming
providers will experiment more with short-form serialized
content offerings directly on their services.

Although short-form serials seem like a made-for-social
innovation, they could challenge the dominance of leading social
platforms. The capricious nature of the algorithmic feed on
social platforms could make it difficult to “follow” a series and
keep up with new episodes. This could push more audiences and
creators onto competing micro-series apps. At the same time,
there is some evidence that younger generations are feeling
overwhelmed by social media, unable to keep up with, or let go
of, the infinite feed.* Could a short-form throwback to linear TV
be the solution?

Micro-dramas are capturing audiences

The growing popularity of serialized short-form content appears
to be gaining traction on leading social video platforms while
also supporting the growth of new competitors: successful
micro-drama services that are competing for the finite amount
of time people have for digital entertainment.

Micro-drama mobile apps are growing in popularity, offering
potentially hundreds of 60- to 90-second serialized episodes
loaded with plot twists and cliffhangers to keep audiences
engaged and wanting more. These new micro-serials are
produced quickly and cheaply, constantly refined by audience
interactions, and often leverage leading social video platforms
to drive discovery and buzz.®
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Micro-drama popularity in Asia has helped drive global success

Cowce Omdia, "Emengns becro-drama Trend in Asa” March 25, 2025

g
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China's iQiyi offers over 15,000 free and paid micro-dramas and
has seen considerable growth in its watch time over the past
year, adding e-commerce capabilities around the micro-drama
ecosystem.6 As of 2024, Chinese media reported approximately
662 million micro-drama users nationwide.” Leading Chinese
video streamers are partnering with short-video platforms

to coproduce premium mini-dramas, perhaps anticipating an
integrated future of long- and short-form content.®

Given the growing global momentum of micro-dramas, India

is seizing the opportunity with a surge of innovative platforms
and established media companies entering the market.® Over-
the-top platforms like Zee Entertainment, and Kuku FM have
launched dedicated micro-drama verticals, with platforms
reporting doubled daily watch times following the introduction
of short-form pilot content.”® In India’s highly price-conscious
market, where average revenue per user is modest, platforms
are experimenting with micro-payment options for individual
episodes, while others are rolling out flexible subscription
plans, including hybrid models that blend subscription fees with
advertising income." Viewers can watch the first few episodes
for free, but then they need to pay to watch the story unfold.
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Leading micro-drama apps
now regularly appear among
the top 25 US app store
downloads.

The appetite for short-form serials and micro-drama apps is
also spreading beyond Asia."? One report found that global
revenue from micro-drama apps surged from US$178 million

in Q1 2024 to nearly US$700 million in Q1 2025." The United
States has become the top-grossing market for short-drama
apps like DramaBox, ReelShort, and GoodShort.* Leading micro-
drama apps now regularly appear among the top 25 US app
store downloads.” Crossovers onto social video platforms have
given them a boost in the United States,16 and social platforms
themselves are seeing more engagement with micro-series
content.” Even leading streamers are dabbling in short-form
video and vertical content.”®

Deloitte’s own Digital Media Trends survey of US consumers found
that in March 2025, about 30% of Generation Z and millennials
were familiar with micro-series or micro-dramas. Among them,
nearly half are watching more micro-series content now than they
did a year ago, and nearly half would like to see more micro-series
content on the subscription video-on-demand platforms they
already subscribe to, suggesting a competitive path for streamers
(figure 2).

Figrere 2
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Younger generations are engaging more with serialized short-form video content:

micro-series and micro-dramas
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More audiences are being drawn to independently created
short-form, narrative-driven content. In response, a growing
number of creators are building their own independent studios,
leveraging data, artificial intelligence, and social platforms to
amplify their reach.

The rise of social, cost-effective, and data-
driven studios

Media and entertainment are being reshaped by the behaviors
and economics of short-form content, the capabilities and reach
of social video platforms, and the dual forces of prestige and
unwieldy costs associated with premium content. As audiences
devote more of their entertainment time and ascribe greater
value to short-form content, independent creators are evolving
into modern studios, elevating the quality of independent video
at a fraction of the cost.
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More than just an economic advantage or capitalizing on
shifting audience behaviors, new creator studios can be fast
and responsive, quickly adapting to audience feedback. They
leverage engagement data to see what works and what doesn’t,
reducing the risks of content decisions.” They interact with
viewers to reinforce community bonds and grow fandoms.
They employ Al wherever it can shorten time-to-market,
reduce production overhead, and grow their reach across
geographies.?® And they are free to experiment with editorial
tactics that maximize engagement and retention.

Rising engagement with micro-series could mint more creator
studios powered by audience interactions and amplified by
technologies, making it easier for them to move fast and reach
global audiences. It could also drive more competition for

top creator talent among micro-drama apps, streaming video
services, and social video platforms. Of these, social platforms
could be the least advantaged unless they make it easier for
audiences to discover and keep up with serials.
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Tools and tactics supporting modern
short-form content creators

Creators and media executives should consider how new
independent studios—built from scratch—are leveraging
tools and platforms to reach and engage global audiences at
minimal cost.

Al-enabled production pipelines: Studios can use generative
Al tools to compress production cycles and lower the barrier to
achieving high production value, like auto-generating B-roll or
simple animations, and automated subtitle generation, voice
cloning, or dubbing Al to overcome language, dialect, and
accent gaps.?' Tools are also emerging that can convert long-
form stories into short-form serials.

Editorial tactics: Stories often leverage tricks like increasing
the density of “hooks” (plot twists and reveals) and ending every
episode on a cliffhanger to trigger the viewer’'s “need-to-know”
impulse. Successful micro-dramas frequently borrow from fan
fiction and online novel tropes, such as rich versus

poor romances and time-travel revenge, which have proven
audience appeal.?

Community growth: Creators should engage viewers through
comments, even adapting later episodes in response to fan
feedback. Participating in behind-the-scenes streams and social
media discussions can help transform a series into a thriving
fandom. Releasing episodes on a steady schedule of daily drops
at consistent times helps build appointment-viewing habits.
Micro-dramas can become durable mini-soap franchises with
recurring characters or themes that can extend into multiple
seasons or spin-offs. Creators who master cross-promotion,
intellectual property merchandising, and multiplatform
distribution—like novelizations or soundtrack releases from
Al-generated music—can find an edge in sustaining their “mini-

An antidote to brain rot and
doomscrolling?

The 2024 word of the year, as determined by Oxford University
Press, was “brain rot,” a term used to “capture concerns about
the impact of consuming excessive amounts of low-quality
online content, especially on social media.”?* A related term,
“doomscrolling,” reflects the tendency of some users to display
addictive behaviors on social media.?®

Some evidence suggests that more people are moving away
from social media toward smaller, more intimate, and protected
sources of information, entertainment, and community.?®
Perhaps this is a response to a sense that social media is no
longer “social” but just “media”"—too fragmented and
commoditized.? It could be due to documented concerns about
the mental health implications of overuse.? It could soon arise
from an inability to trust online content and information, as
some synthetic content begins to erode truth and evidence. Or it
may simply be that foraging for intermittent rewards is
fundamentally tiring and unfulfilling.?®

Micro-dramas may not signal a great change in the new mass
media, but the growing interest in more serialized short-form
independent content could challenge social video platforms,
traditional studios, and streamers, shifting the balance of power
and potentially elevating a new tier of high-quality, cost-effective
independent studios.

Some evidence suggests
that more people are
moving away from social
media toward smaller, more
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The Bottom Line

Creators and independent studios are becoming more capable of meeting
and responding to audiences

Independent creators and studios are gaining influence, forging closer ties with brands, and discovering new
channels to reach their audiences. Challenges with engagement and monetization on social platforms
—or the chance to come together on their own platforms—could push more creators toward other channels, such as
video streamers and micro-drama apps, and even lead to new creator-led entertainment services.

Creators are amassing audiences across platforms and building closer relationships with brands.3 This has led to
some tension between popular creators and the platforms they publish on, particularly around
profit-sharing and content moderation.*'

Social media platforms have evolved from the social graph to the interest graph, offering endless streams of content
based on user interactions rather than on who users explicitly choose to follow. This can make it harder for creators
to connect with their audiences when the algorithm decides that something else is more likely to foster engagement
with the platform. Creators can spend large amounts of time and money developing audiences and brand
relationships, only to see their content deprioritized or even shut down by seemingly capricious algorithms.

For the most part, algorithmic feeds and interest graphs are not geared to support serialized narratives. If micro
series popularity continues to rise, social platforms may adapt trending algorithms to support ongoing narrative
content, helping creators effectively reach and retain dedicated viewers, and signaling a potential shift in media
consumption dynamics. They may implement “series-aware” algorithms, or “continue watching” rails.

The alternative could see more creators migrating to dedicated creator-studio applications, like micro-drama apps
that are dominating mobile downloads. They may also be poached by streaming video providers looking for more
short-form content to fill their slates and appeal to younger audiences. Indeed, streaming video services could be
well-positioned, having built their services on serialized and appointment-based content. If more creator studios
embrace serialized short-form productions, streamers could be the beneficiaries. Or perhaps the time is right for
new, creator-led platforms to emerge, built on the technologies and learnings of streamers and social media.

Chris Arkenberg Ankit Dhameja
United States India

Marvel” universes on a budget.

intimate, and protected
sources of information,
entertainment, and
community.

New key performance indicators: A data-driven feedback
loop can help short-drama studios test multiple storylines and
double down on those with high retention. Key metrics include
tracking completion rates, average episodes watched per user,
series subscription uptake, and even story-specific return on
investment, like whether a series drives merchandise sales or
increases platform watch time.

Tim Bottke Gillian Crossan
Germany Global

Monetization: From episodic micro-payments and monthly
subscriptions to soundtrack sales, merchandising, ads, and
product placement, short-form serials are exploring multiple
monetization pathways to fund their growth.?
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India perspective

Emergence of micro-dramas in India:
A new frontier in short-form content

Quick reads

Micro-drama revenue grows: Over the next two
to three years, micro-drama revenue is expected

to grow in high double digits, driven by increased
engagement from younger audiences. This drama
format could emerge as a high-yield content bet for
creative influencers.

Low production costs open new doors: Micro-
dramas require low production costs, creating
opportunities for new producers, small studios
and fresh talent. This short-form content will
democratize production and allow small players to
compete with large players.

Lower-cost entry point attracts brands: Brand
integration with micro-dramas is predicted to
support time-sensitive campaigns, and is ideal for
high engagement brand awareness campaigns.
Through micro-dramas, a brand can become part
of the story or sponsor content aligned with its
philosophy.

New players need fresh ideas: As established
players compete to capture market share, new
entrants will use unique storytelling, marketing and
influential creators to break through the noise and
build rapid traction.

Quality dramas become “premium short-form
tier:” Quality-driven micro-dramas are anticipated
to become the “premium short-form tier” in the next
few years, shaping the next major wave of digital
entertainment in India.

Foreign players invest in India: To successfully tap
into the market, foreign players are collaborating
with local Indian production houses and creators to
co-create locally relevant content aligned with the
preferences of the Indian audience.

Instagram Reels and YouTube Shorts have become a soaring
addiction in India, setting the stage for a new form of short,
scripted micro-drama series. These series, sometimes called
micro-dramas or short-form serials, are scripted video series
told in bite-sized episodes lasting just a few minutes each.

Technology, Media and Telecommunications Predictions

These are designed for mobile-first consumption and rapid
engagement. The preference for quick, captivating content,
combined with the reduced attention span of Gen Z audiences
(9 seconds"), is driving viewership of short-form content. While
micro-dramas have been available on YouTube since 2021,
structured micro-drama apps started emerging in 2024. Now,
this drama format is fueling a new way of digital entertainment,
the emergence of new platforms and the growth of the creator
ecosystem.

Can these vertically shot, episodic, mobile-first micro-dramas
make their way into India’s cluttered short-form content space?

Predictions for 2026 and beyond

The popularity of micro-dramas has been growing, cumulatively
reaching ~250 million app downloads as of Nov'25.2 In FY25,
annual recurring revenue from micro-dramas reached ~US$9
million.? Considering this, Deloitte predicts that, over the

next two-to-three years, revenue from micro-dramas will grow
in high double digits, driven by increased engagement from
younger audiences.

Micro-dramas will open new
opportunities for small and independent
content producers.

This drama format could emerge as a high-yield content bet

for creative influencers and evolve into a viable monetization
option. As creators face substantial pressure to produce
resonating content without any income certainty, micro-dramas
can offer them a unique opportunity to generate sustained
income. Additionally, micro-dramas provide common people
with easy access to the creator ecosystem.

Micro-dramas may not fit perfectly into shorts/reels because
these feeds prioritize completion over narrative continuity,
which makes it hard to follow the story, retain context, or build
episodic loyalty. Serialized viewing needs “continue watching,”
episode sequencing, and series-aware recommendation rails,
which generic algorithms do not optimize for. In India, platforms
should respond by building episodic playlists and continuity
nudges through intelligent algorithms.

At present, the average production cost ranges from INR25,000
to INR50,0004 per episode for a two-to-five minute episode
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that does not feature any prominent stars. One episode is shot
within two days or, at most, one week. For a 10-episode series,
production costs may range from INR2.5-5 lakh. Even premium
projects featuring top influencers, priced at INR75,000-1,00,000
per episode, keep the first season of 10 episodes within a
competitive INR7.5-10 lakh range. This makes micro-dramas a
cost-efficient storytelling powerhouse. Deloitte predicts that
this will open opportunities for new producers/small studios and
fresh talent, as short-form content will democratize production,
enabling a new set of small studios/producers to enter the space
and compete with large players.

Micro-dramas can also become a compelling channel for brand
engagement. A few brands across sectors, including automotive,
FMCG, quick commerce and a few others,> have already started
experimenting with narrative integrations within micro-

dramas. Compared with digital OTT or traditional television
advertisements, micro-dramas offer a lower-cost entry point
while capturing audience attention through seamless, narrative-
led brand integration. Deloitte predicts that this format will be
ideal for high engagement brand awareness campaigns which
will subtly highlight product usage. Through micro-dramas, a
brand can become a part of the story or sponsor content aligned
with its philosophy.

It is time for new players to make a fresh
entry.

Today's social media space is extremely competitive, and
attention span has become the new currency for players.
Leading established platforms have already launched dedicated
micro-drama verticals, to tap into their existing audiences and
test new short-form storytelling formats. As these players race
to capture market share, Deloitte predicts that new entrants
will use unique storytelling, marketing and influential creators to
break through the noise and build rapid traction.

Only quality content will drive sustained
audience consumption.

Quiality content with captivating scripts will stand outin a
cluttered short-form content space. While the rapid expansion
of the market will also attract low-effort content, only premium,
well-crafted micro-dramas will have a long-term impact and
unlock monetizable repeat viewership. Deloitte predicts that
quality-driven micro-dramas will become the “premium short-
form tier” in the next few years, shaping the next major wave of
digital entertainment in India.
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Gen Al-enabled production will emerge
as a real differentiator.

Al-generated micro-drama series are expected to transform
the economics of short-form storytelling. Production houses
can use generative Al tools to shorten production cycles
through automated scripting and storytelling. Gen Al models
can create mobile-first entertainment content quickly by
significantly reducing production time and costs. One such
digital entertainment company in India has launched a micro-
drama series using a gen Al tool, where the production time
was reduced by half, and costs were reduced by 75% compared
with traditional methods.® Deloitte Predicts that this trend is
expected to grow rapidly in the short-form content space.

Increasing popularity of micro-dramas
drawing foreign investment to India.

In India, the viewership of micro-dramas is rising. At present,
locally produced content accounts for 70-80%’ of micro-drama
viewership in India, but foreign players are now eyeing the
country as a potential market. Currently, it is already happening
with a few foreign players entering the Indian market. Deloitte
predicts that to successfully scale further into the market,
foreign players will have to collaborate with local Indian
production houses and creators to co-create locally relevant
content aligned with the preferences of the Indian audience.

Navigating an uncertain future

As India’s micro-drama ecosystem evolves, assessing the
long-term opportunity is essential to navigate it. By examining
how competitive intensity and regulatory shifts may shape the
market, stakeholders can explore multiple possible futures

for content creation, platform strategies and monetization
models. For platforms, creators, studios and policymakers, this
structured exploration can provide clarity on how the micro-
drama future might mature and help guide informed decisions
that strengthen the ecosystem’s long-term sustainability.
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The Bottom Line

Regional storytelling and flexible pricing will determine micro-drama
growth

In India, the micro-drama segment is moving beyond early experimentation into a more structured phase. As
competition intensifies, differentiation will come from deeper regional penetration, sustainable monetization models
and stronger storytelling rooted in local contexts.

As of now, there are at least 15 micro-drama apps in India, and 30-40%?2of these apps have been created
by existing platform players. Deloitte predicts that this format will also create opportunities for select new
platforms to compete with existing platforms owned by large media houses.

Micro-dramas particularly appeal to the younger generation. With attention spans shrinking significantly among
this audience, Deloitte predicts this is a unique opportunity to target them through brand integrations in short-
form content and as a viable monetisation strategy.

Deloitte predicts the next wave of growth in the micro-drama space will be shaped by how deeply platforms
can penetrate regional content, especially across India’s tier Il and tier Il cities. At present, over 50% of micro-
drama audiences prefer content in their native languages,® such as in Tamil, Telugu and Marathi.

Content diversity will also need to broaden as micro-drama reach expands. While romance and crime thriller
genres dominate most apps, a mix of crime and thriller stories rooted in the Indian culture and mythology, as
well as youth-centric narratives, will capture a broader audience. Deloitte predicts that this genre expansion
will help platforms appeal to a wider audience, build stronger engagement loops and create more opportunities
for brands, advertisers and commerce integrations.

The future of the micro-drama segment will rely on storytelling, especially to target the local culture and rural
audiences. Production houses must bring in regional influencers, as they can establish genuine connections
with audiences and deliver value to brands.

Currently, the subscription prices for some of the popular micro-drama platforms are on the higher side, ranging
INR299-499 per quarter.”® As the popularity of micro-dramas grows, Deloitte predicts that subscription prices
may decrease considerably as viewership increases and the base grows. Organic word of mouth and influencer
reviews will play a crucial role in driving exponential growth for this segment. The pay-per-view or video-on-
demand model could work much better for micro-drama content, as viewers would get the first four-to-five
episodes for free. They can then unlock the remaining episodes by paying a minimal amount (single or double
digit) via easy Unified Payments Interface (UPI) micro-transactions.
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Emergence of micro-dramas in India:
A new frontier in short-form content

India’s micro-dramas are moving from experimentation to
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Gen Al inside existing search engines
overtakes standalone gen Al

Gen Al, possibly one of the most consequential technologies
of our decade, may see its user base widen faster through its
incorporation into existing mainstream digital applications
than through its usage on a standalone basis

Deloitte predicts that the generative artificial intelligence user
base in 2026 will surge, with the expansion mostly attributable
to existing applications that incorporate gen Al capabilities.
Deloitte also predicts that more people will use gen Al when

it's within an existing application than those using a standalone
gen Al tool. In short, passive usage will exceed proactive, explicit
usage in 2026 and beyond.

Deloitte’s forecast is that daily usage of gen Al within search—
that is, when a search yields a synthesis of results—will be 300%
more common than usage of any standalone gen Al tool with
any focus: text, audio, image, video, code, or multimodal.' We
forecast that in 2026, across developed markets, about 29% of
adults will initiate one or more searches every day with results
that incorporate a gen Al summary. This compares to 10% using
any standalone gen Al app. We further predict that in 2027, daily
usage of both search modalities will rise, but the 3:1 ratio will
remain: Forty percent will use search overviews daily, versus
13% for any standalone gen Al app. Our forecast focuses on a
single passive application for ease of comparison (figure 1).

Deloitte further predicts that passive usage of gen Al inside
other applications will grow fastest among groups that are
currently relatively low adopters, especially those in older
age brackets.

Passive vs. standalone gen Al

Common examples of where gen Al technology will be used
passively include search, e-commerce, social media, and online
news. This usage of gen Al inside existing apps contrasts with
what we may term the “traditional” usage of standalone gen Al
apps, such as ChatGPT or Gemini, which users open on their
devices and use specifically to create an output—be it text,
image, code, or another type.

With passive gen Al use, the technology is an embedded,
essential but not overt capability within another application. The
user is not explicitly using gen Al, but this technology is core to
the experience. For example, gen Al may be used to synthesize
numerous responses from a search; to summarize thousands of
individual product reviews; or to create content disseminated via
social media or online news.
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Passive search summaries see higher daily usage than any standalone tool
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Another metric for emerging applications is comparing
usage at any time in its relatively short history. Passive gen Al

Deloitte estimates that comparing the usage of all passive gen
Al apps relative to all standalone, proactively used apps would
show the former already being notably more popular in 2025 as applications were first launched in the United States in May
well. In the UK market, where emerging products are often early 2024 with the introduction of search summaries,® and rollout
to launch, Deloitte UK's research found that as of mid-2025, into additional markets was announced in November of that
about three-quarters of respondents had ever used one of four year*—almost two years after the launch of the first popular
types of passive gen Al applications?>—notably ahead of the 47% standalone gen Al apps in late 2022. Despite standalone apps
of respondents who had ever used any dedicated, standalone having this lead, we forecast that by mid-2026, more adults will
gen Al app. have generated a search overview (72%) than those who have
used a standalone gen Al tool at any time (61%) (figure 2).
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More report having ever used passive gen Al search summaries than having ever used

standalone gen Al tools

Percentage of those who report ever using passive Gen Al search overviews vs, any standalone gen Al tool, 2023-2027
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The prediction implies that gen Al, as a fundamental process
within an existing mainstream application, will be significantly
more pervasive and ubiquitous than as a standalone
destination. If our prediction is correct, this does not imply that
standalone gen Al, per se, is not useful; rather, it indicates that
this technology, when integrated into an application that is
already mainstream, is likely to be far more commonly used and,
as such, may deliver greater overall utility. There is, of course, a
read-through on the medium-term penetration of dedicated gen
Al: Will it ultimately become as popular as online services like
social media or search? Or will it plateau at about a fifth of

all web users who use any dedicated tool daily?

What can we learn from user preferences
for passive search?

Search, social media, and e-commerce are already among the
most frequently used digital applications. There are over 15
billion searches undertaken every day. On average, users spend
over two hours on social media daily.> E-commerce sales in Q1
2025 alone in the United States totaled $300 billion.® Users may

be more likely to use gen Al capabilities within a familiar search
tool rather than search within an unfamiliar, novel gen
Al chatbot.

In 2026, questions about gen Al's impact on the viability of

the search business model may continue, but there may also

be questions about the impact of gen Al-enhanced search on
the popularity of standalone gen Al tools such as ChatGPT or
Synthesia.” According to Deloitte’s research, the most common
workplace application for gen Al is search. It may be that some
users who currently search within standalone gen Al apps move
back to mainstream search applications.

The pace at which passive gen Al has overtaken standalone
gen Al is impressive and, perhaps, predictable. Standalone
gen Al is both presented and perceived as novel and relatively
experimental. It requires skill and persistence: a disappointing
outcome may result from a poor prompt rather than a

flawed model, and the remedy is to re-prompt.® It may be the
user's prompt-engineering skills that are blamed rather than
the product. Passive gen Al should be lower friction if it's an
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incremental capability that is seamlessly integrated into an
existing mainstream digital application, be it search engine,
e-commerce site, social media app, or office productivity tool.
There is rarely a need to try again. The technology is less overt,
the experience more familiar, and, as such, the demand is
greater because it's more accessible. The application of gen Al
to create a summary of search results automates and completes
a task that many users otherwise would have done manually—
thatis, click on and read multiple links to formulate a personal
summary, a chore that is eliminated by the Al summary. The
integration of gen Al into an existing application is akin to one-
touch checkout, including payment, integrated into e-commerce
sites, or facial-recognition authentication incorporated into a
consumer banking app.

Adoption trends across generations

Passive Al's accessibility is evident in the rapid adoption of
search summaries among older age groups, who may be less

rignre 4

inclined to master new standalone tools. As of mid-2025,
boomers were hesitant about standalone gen Al. Deloitte’s
research found that only 20% of boomers had ever used

any generative Al tool—despite an awareness rate of 58%.

By contrast, almost four times as many (76%) members

of Generation Z had used a gen Al tool in 2025 (figure 3).
However, adoption of search overviews was 75% higher among
boomers—at 35%—relative to any standalone tool.

Deloitte forecasts that passive gen Al usage among boomers
will grow at a faster rate than standalone gen Al, with
adoption reaching 49% for search overviews in 2026 and 59%
in 2027—the latter markedly higher than the 32% usage of
standalone gen Al (figure 4).

Older generations in 2025 use passive gen Al search more than they use any standalone gen

Al tool for any purpose
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The Bottom Line

Passive Al usage has market implications for gen Al

Gen Al is one of the most important technologies of its time, but its fullest potential may only be realized when it's
deployed additionally as a discreet, yet integral, capability within existing, mainstream applications.

Many of today’'s most important technologies began as standalone capabilities, often within dedicated devices. It
was not long ago that GPS, or sat-nav referred to a physical appliance so useful that users took it on work trips and
vacations. This functionality was then integrated into smartphones and their applications. Now, satellite navigation
is integrated into myriad applications beyond route finding—its usage is vital, ubiquitous, and largely in the
background.
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Gen Al often improves existing applications, even if it may not make them perfect. It can summarize search results,
and while it may introduce errors when doing so, in many cases this may not matter. Further, users may trade the
simplification of the search process enabled by gen Al for the errors that may be introduced by the technology’s
inherently probabilistic approach.

For the many standalone gen Al app owners in the market, a core question to address in 2026 will be to consider
choosing between focusing on embedding their tools’ capabilities within another application or to remain as a
standalone interface—the latter approach generating higher revenue per user but potentially lower adoption. A few
players will be able to do both, but for the remainder, a choice may need to be made.

Paul Lee Ben Stanton
United Kingdom United Kingdom

Gillian Crossan Girija Krishnamurthy

Global Global
Tim Bottke Steve Fineberg
Germany United States
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Deloitte’s forecast is based on multiple sources, including its proprietary research undertaken as part of Deloitte’s Digital
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a trajectory for the adoption of standalone gen Al apps. Our proprietary data set includes surveys conducted in multiple
developed markets globally. Additionally, we have considered multiple other data points, including Alphabet's reporting on
the volume of Al Overviews, which had a monthly usage base of over two billion as of July 2025. See: Alphabet, “Alphabet
announces second quarter 2025 results,” July 23, 2025.
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Unlocking exponential value
with Al agent orchestration

Autonomous Al agents may be transformational, but

orchestration can be key for intelligent automation.
Open source and proprietary communication

protocols will compete to lead the way.

As companies integrate multiagent systems—where different Al
reasoning engines interact seamlessly across domains—agent
orchestration (the effective coordination of role-specific agents)
will be essential to help unlock their full potential. Thoughtful
orchestration unleashes intelligent workflows by enabling
multiagent systems to interpret requests, design workflows,
delegate and coordinate tasks, and continuously validate and
enhance outcomes.'Conversely, poor agent orchestration can
significantly limit this business value.

agaene 1

On average, market estimates suggest that the autonomous
Al agent market could reach US$8.5 billion by 2026 and US$35
billion by 2030 (figure 1).> Deloitte predicts that if enterprises
orchestrate agents better and thoughtfully address the
associated challenges and risks, this market projection could
increase by 15% to 30%—or as high as US$45 billion by 2030.
According to an estimate, more than 40% of today’s agentic Al
projects could be cancelled by 2027, due to unanticipated cost,
complexity of scaling, or unexpected risks.? These projects
could drive significant revenue growth if enterprises remediate
the potential pitfalls preemptively.

The Al agent market may expand with better enterprise readiness to orchestrate agents
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To leverage multiagent systems fully, businesses will likely work
on their readiness to orchestrate agents with a specific degree
of autonomy and address the early potential pitfalls. At the
same time, multiagent systems will likely work for those
businesses that focus on agent interoperability and
management and implement the required changes in
workflows and talent, effectively.

Making businesses work for multiagent
systems

As businesses work through decisions related to their agent
orchestration preparation, these three guideposts will likely
be pivotal.

From single-purpose agents to
multiagent systems: Are enterprises
ready?

Enterprises today could leverage single-purpose Al agents to
carry out multiple steps autonomously.* Increasingly, they're

realizing that the benefits of agentic Al also extend to multiagent

Fignire 2

systems, unlocking broader and exponential enterprise value.
However, tech implementations could be far from maturity for
many organizations.

In Deloitte’s 2025 Tech Value Survey of nearly 550 US cross-
industry leaders, 80% of respondents believe their organization
has mature capabilities with basic automation efforts, whereas
only 28% believe the same with basic automation and Al
agent-related efforts. Furthermore, among those pursuing
each strategy, 45% expect that their basic automation efforts
could yield the desired return on investment within three years,
whereas only 12% expect the same for basic automation and
agents, within a similar time frame.®

How can they get there faster? Step one is to consider the three
potential multiagent approaches (figure 2).

An example of agentic strategy, depending on task complexity, underlying workflows,

and technologies
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The human layer in agent orchestration

In 2025, businesses have been implementing relatively simple
yet promising agent orchestrations in specific domains, like
financial investment research and health care for critical
illnesses.? In such applications, agents often work together
under the purview of human supervision or a dedicated
“supervisor agent” to provide insights for human professionals
to act on. More complex and autonomous agent orchestration
spanning across multiple business domains has been limited,
for the most part, to select industry leaders.® As such efforts
intensify, businesses will increasingly need to balance agentic
autonomy and human oversight—carefully weighing innovation
against risk, accountability, and trust.

Research suggests that today's emerging multiagent systems

can perform better with humans in the loop, as they benefit
from human experience and remain aligned with the nuanced

Figmire 3
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organizationalexpectations.”® We predict that, in the next 12
to 18 months, more businesses will accelerate experimenting
and scaling of complex agent orchestrations, keeping humans
in the loop. They will likely adopt frameworks and solutions to
integrate human judgment into agentic workflows for higher
confidence, quality, and accountability."”

Additionally, a progressive “autonomy spectrum”—humans in
the loop, on the loop, and out of the loop —will emerge based
on task complexity, business domain, workflow design, and
outcome criticality (figure 3). While the humans out of the loop
approach will still need continuous monitoring—human-in-
the-loop and human-on-the-loop approaches will rely more on
platforms and agent telemetry dashboards offering outcome
tracing, orchestration visualization, and other details to guide
human interventions. We predict, in 2026, the most advanced
businesses will begin to lay the foundation of shifting toward
human-on-the-loop orchestration.

The progressive evolution of Al agent autonomy over time
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Taming the fragmented Al agent
proliferation

In 2026, Al agent sprawl is likely to increase across different
programming languages, frameworks, infrastructure, and
communication protocols. To add complexity, some agents
might need multimodal capabilities (the ability to interpret
different information types and formats like text, audio, and
images) to reach peak intelligence. Additionally, web protocol

Mt apent systoms gain greater
aitbonimy and suthorty to make
diacias, but they chock and
collaborabe with humans t5 review
pobetial oulcomes.

@ Humans out of the loap
Fully aulcnomes multiagent

systems thal mako decivions
soamiesshy. Humans finetune o
perarm excaplion testing.

developments for agents, like Massachusetts Institute of
Technology's project NANDA, can define how agents coordinate
on digital interfaces, external to businesses.’? In the longer term,
it can enable strategic agent orchestration across internal and
external networks of businesses, unlocking new capabilities.

These variables will make multiagent interoperability critical
yet challenging. Additionally, businesses will increasingly look
for ways to direct, observe, and manage disparate Al agents
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through a unified platform. Lack of digital workforce operational
standards may make building, configuring, and deploying Al
agents decentralized and uncoordinated. This, in turn, will likely
increase potential risks and costs of performance degradation
and ethical, cyber, and regulatory compliance issues.

Businesses can draw inspiration from previous technologies
that shaped today’s information technology and business
architecture, like cloud and microservices. Standardized
protocols (like HTTPS, JSON, etc.), clear application programming

interface blueprints, and domain-specific microservices enabled
interoperability, stability, and ownership. Service registries,
distributed tracking, and centralized logs improved discovery

of capabilities, error resolution, and service management.
Governance, service catalogs, and “zero-trust” security ensured
robust systems and prevented confusion about versions. All
these measures could offer lessons for building resilient and
scalable multiagent systems. However, businesses should also
adopt a fresh approach and focus on creating unique layers in
their enterprise architecture.

Enterprise architecture for resilient and scalable multiagent systems

Fignere 4
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Context layer: This robust knowledge engineering
foundation is important for scalable Al agent
architecture. It translates raw and diverse data
into structured and well-governed knowledge
representations (for example, knowledge graphs,
ontologies, domain taxonomies, etc.) to provide
agents with a “small world” model of the problem
space. Optimized context retrieval techniques can
empower agents with precise and timely access
to relevant information, while context shaping
can refine inputs to reduce noise and conflicts,
enhancing agent accuracy and efficiency.

Agent layer: This component leverages the
underlying context layer to enable agent operations,
focusing on safety, autonomy, and interoperability.
Central to this layer is a modular and composable
architecture that can integrate and adapt to new
technologies. Strategies emphasizing tool relevance
and abstraction help prevent agent overload.
Additionally, thoughtful memory strategies optimize
access to the right blend of factual, experiential,

and procedural memories to enhance context
awareness. This layer also selects appropriate Al
models (ranging from compact, specialized models
to expansive, powerful ones) to optimize agent
performance across orchestration tasks. Robust
security measures and comprehensive observability
via advanced telemetry help ensure secure,
transparent, and reliable agent activities.

Experience layer: This primary interface between
enterprise users and agents helps to control and
course-correct agent actions. It provides users
with relevant information like agent status and
contextual data. It also enables prompt suggestions
and comprehensible results in easy-to-review
formats. Intuitive controls for human oversight,
advanced feedback capabilities, and explainability
features like displaying agent reasoning help make
the outcomes more transparent and trustworthy.
Additionally, when errors or ambiguous situations
arise, it provides clear explanations and options to
recover.
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Making multiagent systems work for
businesses

As businesses master the technical foundations, these three
guideposts can help enable better alignment with business
imperatives.
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Flexible, scalable, and secure
communication protocols

Multiagent orchestration requires a standard form of
communication among agents and between agents and other
tools or platforms. It's essential for predictable messaging on
agent capabilities, insights, and actions. Over the last year,
several inter-agent communication protocols have emerged,
each promising coordination among agents built on different
frameworks or models. These include Google's A2A, Cisco-
led AGNTCY, Anthropic's MCP, and others.13 Tech providers
are rallying their partners, alliances, and customers to
achieve dominance in this category. Additionally, some of
these protocols are being extended for trustworthy agent
interoperability in specific domains like financial transactions.'

Excessive competition across protocols could risk the
development of “walled gardens,” where companies

are locked into one communication protocol and agent
ecosystem.” It's likely, however, that, by next year, these
protocols will begin converging, resulting in two or three
leading standards that other tech providers will need to align
with to remain competitive.

Which select protocols rise to the top will likely depend on
multiple parameters and how businesses prioritize them
according to their multiagent use, industry, and orchestration
maturity. For example, lightweight protocols with standard
application programming interfaces and developer tools for
testing and simulation can ease experimentation. Support

for peer-to-peer and hub-and-spoke agent interactions with
shared context and memory and built-in negotiation, delegation,
and conflict resolution can enable diverse orchestrations.
Agent registries for trusted discovery and workload balance,
asynchronous messaging, high throughput, low latency, and
support for chained and nested workflows can help scale up
agent orchestrations. Additionally, authentication, secure
messaging, and access control can help mitigate security
risks, while inter-agent messages and explanations can ensure
auditability and error traceability.

Management platforms and observability
tools

As multiagent systems scale, businesses will increasingly need
to manage agents and understand the decisions being taken
by them. They can leverage the unified and scalable platforms
available, with supervising capabilities or “supervisor agents"—
to interpret requests, route tasks, grant and manage access,
and execute parallel or multi-step processes.'® It's likely that, in
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the next year, tech companies will launch new capabilities here,
leaving businesses to decide how they want such orchestration
platforms set up. For example, central in-house platforms can
limit vendor dependency and increase data and agent control.
However, off-the-shelf platforms can help accelerate testing and
manage the cost of innovation.

Whatever businesses choose, agent orchestration platforms

will be important to track operational metrics, enhance
performance, and manage cost. Currently, some platforms are
developing ways to integrate monitoring of agent telemetry such
as latency, error rates, token usage, and other tool insights."”
Guardrail assessments and capabilities to detect unusual
behaviors can help mitigate risks. Over time, such platforms will
likely bring innovative features, such as layered business insights
and additional control mechanisms. For example, an emerging
category called guardian agent can both own tasks and

govern other agents to sense and manage risky behaviors.”®

Agent orchestration platforms will also need to incorporate
regulatory compliance, an area where international efforts are
advancing. The European Union Al Act sets requirements around
risk assessment, transparency measures, technical safeguards,
and human oversight."”In addition, the EU's standards bodies
are working to develop harmonized legal standards as per the
EU Al Act.20

Business process and workforce changes

Gartner® predicts that, by 2028, “33% of enterprise software
applications will include agentic Al, up from less than 1% in
2024, with at least 15% of day-to-day work decisions being made
autonomously through Al agents."?' To get there, more

The Bottom Line

businesses will likely begin reimagining their workflows in 2026,
defining concrete and unique modules. This will help determine
the kinds of agent orchestration needed, depending on
criticality, dependencies, task predictability, and targeted
resilience. For example, some modules may benefit from agents
working sequentially—where one agent’s output becomes
another's input—while other modules might leverage agents
operating in parallel or collaboratively.

Another major consideration is how humans will collaborate
with multiagent systems. A global survey of 200 human
resources leaders found that 86% of chief human resources
officers see integrating digital labor (that is, technologies
performing intelligent work) as central to their role.?? Early
models show humans acting as “agent bosses,” or working
alongside agents.? In 2026, businesses will likely delve deeper
into these collaboration models across more roles, functions,
and tasks to identify where agent orchestration can enhance
efficiency and where human strengths and collaboration can
bring more meaningful value.?*

By next year, enterprises will also likely start reimagining how
existing roles can unlock higher-value outcomes with multiagent
systems.? For example, human contributions can include
more creative prompting and guiding multiagent systems while
solving problems and taking strategic decisions efficiently. At
the same time, businesses will also likely focus on defining

the new human skills and responsibilities for agent training,
orchestration, oversight, and governance.? Tailored training
programs and developing leaders to manage both human and
digital workers will be important—to embed higher

quality, accountability, and resilience in multiagent decisions
while leveraging uniquely human skills.?”

2026 could be an inflection point for agent orchestration

Agent orchestration will likely shape the next era of intelligent enterprises. Next year, we expect businesses to

start scaling multiagent systems, bringing additional complexity to their IT and business environments. Agent
communication protocols will likely consolidate around those offering ease of experimentation, flexibility, scalability,
and security. Enterprise workflows will likely start becoming more modular, powered by agents—built internally or
acquired through software as a service and other third-party providers. New and modified roles for human workers
will begin emerging, facilitating effective collaboration with multiagent systems.

However, businesses and technology providers should act decisively to shape that journey.
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Considerations for businesses adopting multiagent systems

Define ownership and accountability. Businesses should identify who in the C-suite will own their company’s Al
agent vision, strategy, and execution with aligned incentives and accountability. This role could most naturally
align with those leading strategic technology initiatives and driving innovation, but an integrated function can
demonstrate more holistic impact and risk management.

Design for evolution, not just deployment. Agents and orchestration capabilities are advancing fast. Modular
“plug-and-play” orchestration frameworks can help businesses boost flexibility, cost-efficiency, and innovation,
while minimizing disruption to system architectures.

Stress-test orchestrations rigorously. Before scaling, businesses should simulate agent orchestration with
real complexities of businesses—incomplete data, conflicting goals, or adversarial scenarios. Controlled
environments can reveal hidden failure points and strengthen safeguards before enterprisewide deployments.

Take governance and measurement seriously. Al agent governance will be critical to help ensure secure,
compliant, and reliable orchestration on a scale. Setting clear rules for Al agent roles, defining their
accountability, designing fallback routes to address errors, and oversight can help prevent misuse, ensure
auditability, and build trust. Beyond technical readiness, enterprises should identify and track metrics that
connect agent orchestration to value creation—such as quicker decisions, better customer experience, or faster
innovation.

Considerations for tech providers

Build with interoperability. Besides adhering to inter-agent communication standards, tech providers should
design solutions that are modular, and where agents understand each other’s intent and context of actions, to
enable seamless coordination.

Rethink trust. Insight delivery won't be enough; the ability to understand or validate Al agent output is essential
for trust and adoption. Novel security measures like digital identity for agents will also be pertinent to build and
run trustworthy multiagent systems.

Make governance inherent. Learning what businesses will need over time, to align with human values and
organizational policies, could be key to providing relevant governance frameworks. Future solutions should have

innovative agent monitoring and advanced governance, and ethical guardrails to enable compliance and efficacy.

Expand the ecosystem. Tech providers should continue forming and strengthening industrywide alliances to
achieve necessary standards in communication protocols, trust, and governance. Innovative and cross-platform
orchestration tools are gaining traction, signaling opportunities for new and established tech players to
strengthen their market position through acquisitions, partnerships, and collaboration.®
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Al for industrial robotics,
humanoid robots, and drones

Can more powerful Al models and chips catalyze
what has been a relatively stagnant industry?

A factory floor bustling with humanoid robots that can see and
act akin to human intelligence is a compelling vision for 2030

or 2040, and may even be possible. But the reality in 2026 is
different. Deloitte predicts that cumulative installed capacity of
industrial robots will surpass 5 million units in 2025 and could
reach 5.5 million by 2026, globally.'

With greater integration of Al capabilities in robotic systems

and the emergence of specialized foundational models, robots
can permeate multiple industries and applications from smart
factories to public utility services and even autonomous drones.
But unless the broader technology, Al, and robotics ecosystem
address bottlenecks related to data quality, integration, and
cyber security, the market for industrial robots is likely to stay at
its current level of relatively modest annual growth.

Fipure

Advanced and special types of Al models
as catalysts for industrial robots

Annual sales of new industrial robots have remained flat at
roughly 500,000 units since 2021, in line with what Deloitte
predicted in the 2020 TMT Predictions about industrial robots’
slow pace of growth.2 Longer term projections suggest massive
growth in the far future, with one estimate pegging the
humanoid robotic industry at US$5 trillion by 2050.3

Nonetheless, even as early as 2030, we could see an inflection
point with annual new robot shipments doubling from current
levels to reach 1 million a year, with projected revenues of US$21
billion in 2030, almost twice 2024 levels (see figure 1).4

Annual shipments of industrial robots, many Al-powered, could reach one million units
by 2030, generating over USS20 billion in annual revenue
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What “robots” are covered in this
article?

“Robots” is a broad term, ranging from dishwashers
(yes, really), to more intelligent and autonomous home
vacuum cleaners costing a few hundred dollars, to
industrial robots on assembly lines worth millions of
dollars each. And the definition sometimes includes
flying robots (drones), driving robots (full self-driving
cars), and humanoid robots that can do pretty much
anything a human being can do, and more.

In this prediction chapter, the focus is primarily on
industrial robots, humanoid robots meant for industrial
use, and drones. There appears to be arise in physical
Al, robotics, and drones, and there is already a lot of
articles and analyst coverage on autonomous vehicles.
Therefore, this chapter will focus on industrial robotics
and drones.

Two growth catalysts may create a turning point for industrial
robots’ increased adoption between 2026 and 2030. First,
developed countries face persistent labor shortages due

to ageing populations.®As these regions increasingly

bolster domestic manufacturing and build resilient supply
chains, demand for robots capable of handling increasingly
sophisticated tasks will likely only go up. Second, and perhaps
more importantly, exponential advancements in computing
power and the emergence of specialized foundational Al
models—different from typical large language models—are
accelerating the development of Al robots and embodied Al
systems.®Special-purpose models may be paving the way for
highly sophisticated Al engines that can allow robots to move
beyond simple command-and-control to comprehending
natural language, perceiving physical surroundings, and
learning and navigating complex tasks in a generalized way just
like humans do.’
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Despite the enthusiasm and emergence of advanced
technologies, certain hurdles to robotics advancement remain.
For instance, integration of robotic systems into existing
industrial workflows is complex, particularly concerning data
quality, interoperability, and legacy system compatibility. Many
companies struggle to harness clean, unified datasets (e.g.,
real-world data, physical surroundings, spatial data), which are
essential to train the robots.®. Moreover, the prospect of security
and privacy breaches or malicious cyberattacks on connected
robotic networks remains a critical concern.® Additionally, the
safety of human workers is an essential aspect that industrial
robots and humanoid robots need to address.

Deloitte believes that a tighter integration of gen Al and

agentic Al with robotics and automation tools would help bring
Al-enabled robotic devices out of the realm of science fiction
and into modernized workplaces." As a case in point, a smart
factory in Wichita, KS, used to simulate cutting-edge, real-world
use cases, houses diverse tech capabilities including gen Al,
agentic Al, unlimited reality, as well as robotics such as

drones, autonomous mobile robots, quadrupeds, and
humanoid robots."

Industrial robots already appear to be unlocking value for
multiple industries such as manufacturing, health care,
warehouse, and even national defense (figure 2).”* But what's
likely shaping new opportunities for industrial robots appears to
be the innovation that some technology companies have been
demonstrating, especially with an advent of multimodal

Al models, as well as advanced chips and hardware.
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Figure 2

Powered by Al, industrial robots are generating value for multiple industries

Industry environment Benefits and use cases of Al-powered robots

Robots, including cognitive humanoids with bionie hands, can use synthetic data to seif-kzarm and work in a
coordinated fashion in high-end factonies, Equippad with 3D object recognition, such robots can assist with

machine loading, ingection molding, and maitenance.

Manufacturing

Robots can asssst nurses to run erands (ke picking samples and delvenng meds), help surgeons perform
deficate procedures that requive high levels of precision, support personnel to handie hazardous materials
(such as virus samples), and perform high-risk jobs like disinfecting rooms

Al-powered robots can use deep-iearning vision Lo recogne and handie a range of items of varyng shapes
8 and sizes. Autonomous mobile robots use Al algorithms and advanced sensoe data genesated froem cameras
Warehouse and logistics . &

and 30 vision Lo map and navigate the warehouse emvironment in real time, and station themsehes
accurately without relying on any fixed infrastructuse or markers

Robot dogs can spot and dispose of bombs and classify and identify objects of threat using advanced sonsors
and Al-based analytics. Al robots can manage surveilance and reconnaissance missions, carry supplies, and
assist with casualty evacuaticns

Defense and military
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Vision-language-action models are likely
to make humanoid robots smarter and
more autonomous

“Some Al startups and major tech companies are developing
vision-language-action (VLA) models that can make it possible
for robots to advance from performing pre-programmed tasks
to understanding context and making decisions autonomously.
VLA enables robots to gain more autonomy, allowing them

to develop higher order planning and spatial reasoning,

and providing them with dexterity to navigate challenging
terrains." With large scale reinforcement learning in simulation
and multimodal learning, robots can get pre-trained on vast
datasets.

VLA integrates visual perception (observing the environment
and the laws of physics), natural language understanding
(verbal commands and comprehension), and real-world actions
to perform (responding to visual and textual instructions).””
Typically, as of mid-2025, VLAs were anywhere from 500-million
to 7-billion parameter models, enabling humanoid robots to
learn, perceive, and act.'® There are select examples where VLA

OPerts, 25 well as mulliple pubecly-avaiaiie Sources inclucng

models are being used to augment robotics development in the
United States, with the potential for wider commercial adoption
between 2026 and 2030:

+ NVIDIA's open foundational model for humanoid robots
combines reasoning and actions to help advance robotics
development.'” Robotics companies like Boston Dynamics are
building humanoid robots by using libraries from NVIDIA's
model and other supporting technologies from NVIDIA.'®

+ Figure Al's Helix is a VLA model that trains robots using visual
and natural language prompts, enabling humanoid robots
to learn intimately about real-world scenes and objects and
develop fine motion control."

+ Hugging Face developed open-source data and models
specifically for robots, even as it continues to build and test its
own open-source humanoid robot,?° allowing developers to
customize their own robots.?'

Outside the United States, humanoid robots are being
developed in Asia and Europe as well, with emphasis on custom
foundational models and training on physical world data. For
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instance, South Korea-based startup RLWRLD is developing
foundational Al models that would allow traditional manual-
intensive processes to be performed autonomously by robots
through automated learning and mimicking human expertise.?
In Japan, FANUC Corporation is focused on developing a range of
Al-powered robots across various sizes, designed for industrial
environments.?? In Europe, Neural Foundry (London-based)

and NEURA Robotics (Germany) are building Al robots for
industrial environments by integrating cognitive capabilities and
developing custom models.

In China, startups such as AgiBot and MagicLab are designing
humanoid robots capable of handling complex tasks in
manufacturing environments.?* And the likes of Unitree Robotics
and UBTECH Robotics are advancing toward mass production
and making humanoid robots accessible and affordable to help
drive wider adoption.?* Various chip components and hardware

Eigiere 2

go into building a humanoid robot (figure 3), indicating a strong
revenue potential for semiconductors (across chip hardware and
related software and services) from this market.?®

While Al-powered humanoid robots meant for industrial use

at scale may still be in early stages, Deloitte estimates annual
unit shipments to be in the range of 5,000 to 7,000 in 2025,
which may increase to 15,000 in 2026.%” At an average price of
US$14,000 to US$18,000 per unit,? the Al humanoid robot
market for industrial use could be worth around US$210 million
to 270 million in 2026.%° As the robotics industry overcomes
technology, price, and operational barriers between 2026 and
2030, the market for humanoid robots could reach US$600
million to US$700 million (roughly three times the market size
of the 2026 baseline scenario) or even attain US$1 billion (four
times the market size of the 2026 optimistic scenario) by 2032.3°

The chips and hardware that can make humanoid robots and embodied Al possible

Combinirg ife-lle appearancs snd equipped with comersational Al capabilites,
humanosd roboks could even make eye contact. Basides VLA models and related
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Advanced Al is likely to make drones
more autonomous and versatile

Most drones, also known as unmanned aerial vehicles (UAVs),
are currently manually operated, but their autonomous
capabilities appear to be advancing rapidly. Many drones

now use Al for real-time navigation, communicate with each
other, avoid obstacles and collision, and may soon be able to
execute missions without human intervention. As a case in
point, scientists in Hungary studied patterns and movements
of various animals including pigeons and wild horses. They
used those insights to help build an algorithm that would guide
a swarm of drones capable of making onboard, autonomous
decisions. These drones can not only navigate, avoid collisions
and hover safely in the skies, but perform missions in diverse
environments including land surveying, meteorology, and
wildfire management.?'

Drones: What's inside?

New age, sophisticated, Al-enabled drones are often
equipped with various types of tech and chips; single
or dual microcontrollers serving as flight controllers;
onboard power systems that can include lithium-
based batteries and distribution boards to supply
power to various components; radio-frequency
modules to enable communication between drones
and ground control units; GPS modules for navigation
and positioning; sensors (such as accelerometers,
gyroscopes, magnetometers, optical flow sensors, and
lidar and ultrasonic); and onboard flight control software
and platforms to manage aerial operations.3?

As noted in Deloitte’s 2024 prediction on agricultural technology,
a combination of spectral sensors, chips, and cameras mounted
on UAVs or drones gather large volumes of data (soil moisture,
plant health, etc.) that Al models can analyze to offer insights

for targeted spraying operations.* Besides agriculture, drones
can be used to inspect wind turbines and electric power lines,
minimizing the need for manual inspections.®* China, South
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Australia, and the United Kingdom are experimenting with UAVs
that carry out fully autonomous long-range, remote inspection
of high-voltage power lines. They not only help human workers
and engineers by taking up such dangerous and critical tasks but
can also auto-capture and transmit dozens of images that would
help engineers to detect and analyze corrosion through Al and
advanced analytics.®

Several countries are aiming to deploy autonomous drones for
aerial surveillance to assist with disaster relief (for example,
autonomous drones mapped damaged areas following
Southwest Florida’s Hurricane lan during September 2022,
assisting emergency responders), as well as to detect and
counter potential border threats.3¢In many of these applications,
the drones are only remotely operated by humans for part of
the mission: The Al acts like an autopilot on a commercial jet and
handles the relatively simpler task of getting the drones close

to their destinations, before handing off to the human operator.
But the recent efforts by several countries in drone swarms

for military applications 3’ indicate how they could possibly
influence nonmilitary (industrial and civilian) applications as
well. For instance, a swarm of autonomous drones could inspect
high-tension power lines in remote and difficult-to-access
terrains and even monitor offshore wind turbines in harsh
weather conditions.
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The Bottom Line

Commercialization, safety, and workforce readiness

Industrial robots are already an important end market for semiconductor companies, despite the industry’s
relatively modest growth in recent years. For example, an industrial robot worth roughly US$ 200,000 could contain
approximately US$25,000 to US$50,000 worth of chips and related electronics components.® Further, making
industrial robots better will likely rely on increasingly advanced chips, ranging from processors to networking to
sensors, and the semiconductor content per robot will likely increase. Additionally, the semiconductor industry

is a significant consumer and an end-user of industrial robots as of 2025, using them in various aspects: fab
manufacturing processes, wafer handling, testing, and sorting, advanced packaging, and clean rooms.3 In the
journey toward “lights out” manufacturing, the chip industry will potentially use even more industrial robots as part
of its operations.

As market opportunities for industrial Al-powered robots including humanoid robots and drones appear promising,
many semiconductor and technology companies are actively investing in this area for the long term. Robotics
startups are in pilot stages in real-world contexts like warehouses, logistics, and aerial autonomy. Venture capital
investments in robotics are growing, which is expected to be the only non-Al market category that may experience
an increase in funding during 2025.%° Cloud and IT infrastructure is also falling in place, even as synthetic data
generation and physics simulators may be accelerating development and lowering reliance on high-cost real-world
trials.

Here are five action steps that Al, robotics, and tech industry leaders can consider taking to help address some of the
potential challenges related to industrial robotics commercial adoption, as well as to help address matters related to
data integration, privacy and cyber, safety, and workforce readiness.

Demonstrate commercial viability through open innovation: Tech and Al companies should demonstrate
ROl via broader commercialization by promoting open, full-stack robotics ecosystems that allow for the wide-
ranging deployment and coordination of robots; and create a collaborative general ecosystem to move toward
general-purpose embodied Al.#!

Enhance data quality and address data integration: Ecosystem players should prioritize data standardization
and collaboration for common platforms and middleware for a more seamless integration of diverse types of
robots into industrial environments.

Fix cyber vulnerabilities: Companies should embrace common interoperability protocols, adopt privacy and
security-by-design approaches, and proactively engage cyber specialists to craft clear and flexible security
frameworks.
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Address safety as an essential and integral feature: Right from development and early-testing and
prototyping phase, robots should be programmed for safety, whether it's about working alongside humans
safely without causing physical injury, or in ensuring they don’t collide with each other accidentally. Simulation-
based training, computer-aided safety planning tools, and proactive collision-free motion planning are novel
technologies and approaches that can help make robots safer.

Augment current workforce proactively: Reskilling and upskilling the workforce on emerging Al tech can

be critical for every single company. As robots are increasingly working alongside humans in this next wave of
industrial Al automation, companies should assess and level up their workforce’s Al skills on a more regular basis
to help stay at the forefront of industrial robot adoption and integration into their broader enterprise fabric.

The way forward appears quite clear: Al, robotics, and technology industries should take the starting steps as
there's both the necessary advanced Al tech and the commercial appetite and interest. A complete 360-degree
systems thinking and an ecosystem-based approach may be essential to demonstrate progress across the five areas
presented above—related to open innovation, data, cyber, safety, and talent—and accelerate commercial adoption
of industrial robotics in 2026 and beyond.
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SaaS meets Al agents: Transforming
budgets, customer experience,
and workforce dynamics

As Al agents pervade the SaaS market, how businesses
experience and leverage softwarewill likely change—
shifting business models, capabilities, and expectations

As agentic Al capabilities mature and enterprise software-as-
a-service (SaaS) vendors build out their platforms to create,
integrate, and orchestrate Al agents, how organizations
purchase and use software could shift dramatically. In

2026, Saas applications will likely become more intelligent,
personalized, adaptive, and autonomous, evolving towards a
federation of real-time workflow services that can learn from
their experiences. This evolution should disrupt traditional
pricing models. Subscriptions and seat-based licensing

could give way to hybrid approaches that blend usage- and
outcome-based pricing. All these advancements will likely
introduce new complexity in both software implementation
and monetization—potentially redefining the entire SaaS
business model.

What is an Al agent?

In artificial intelligence, an intelligent agent is an

entity that perceives its environment, takes actions
autonomously to achieve goals, and may improve its
performance through machine learning or by acquiring
knowledge.'

Al agents could drive a gradual
transformation of SaaS markets starting
in 2026

To put things in perspective, let’s take a step back and look
at how overall Al adoption appears to be evolving in the
market. Deloitte’s 2025 Tech Value survey found that 57% of

respondents were putting between 21% and 50% of their annual
digital transformation budgets into Al automation, and 20%

of respondents were investing 50% or more (US$700 million

on average for a company with $13 billion in revenue).? Nearly
three-quarters of surveyed leaders said their organizations
funded Al and generative Al technology capabilities over the last
12 months (the No. 1 area) and 39% funded agentic Al.

Based on this, Deloitte predicts that up to half of organizations
will put more than 50% of their digital transformation budgets
toward Al automation in 2026, and agentic Al will see an even
higher percentage of companies investing, perhaps reaching
75%. Although the Tech Value survey focused on US respondents
only, we believe that companies around the world will follow

a similar path, possibly delayed by a year or two. SaaS is often
foundational to digital transformation efforts, and treating these
broader spending shifts as a proxy, we expect commensurate
increases in spending toward autonomous Al agents as part of
SaaS in the next year.

Where could all this investment and technological advancement
eventually lead? There are some optimistic visions of the future
getting attention. Some have stated that parts of, or even entire,
enterprise applications could eventually be replaced by agents.?
Deloitte predicts that this future may ultimately come to pass for
some enterprise applications, but it won't be in 2026. It will likely
take at least five years or more to come to fruition, even with the
rapid pace of technological development and investment around
agentic Al. There are challenges to this vision, as traditional SaaS
providers have large footprints across complex workflows that
will likely be hard to supplant.*

In 2026, we will likely see a lot of experimentation, a general
augmentation of capabilities, and a slow restructuring of the
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SaaS market, with Al-first companies competing. This moderate
pace is likely because the “agentification” of SaaS is often not
only about technological change, but business and operating
model change as well—for both vendors and users.

With agentic Al, SaaS is about to get more
complex

Many ClOs and CTOs continue to face pressure to reduce costs
and streamline the number of vendors that they use.> In an
agentic Al era, the question often arises, when and how should
organizations start to shift their investments toward solutions
with Al agents in the hopes of greater efficiency?

There are a couple of different paths some of the largest SaaS
providers are taking in their approach to providing these
capabilities to their customers. Many are adding Al agents to
existing products and producing brand-new Al agent-powered
products (Salesforce Agentforce, SAP Joule Agents, ServiceNow
Now Assist Al Agents, and Workday Illuminate Agents are recent
examples).?Many are also creating agent-building frameworks
built on top of current services and introducing new data
management and orchestration capabilities to help make the
creation and management of Al agents easier (Google Cloud
Agent Development Kit, Oracle Al Agent Studio, SAP Business
Al, Workday Build and Adobe Experience Platform Agent
Orchestrator are recent examples).’

In an agentic Al era, the
question often arises,
when and how should
organizations start to shift
their investments toward
solutions with Al agents

in the hopes of greater
efficiency?

In addition, some new Al-native companies appear to be
developing agentic solutions that could potentially disrupt these
incumbents. In the short term, “easier” business processes

like customer service are more likely to be disrupted, but
disruption could spread to more complex markets like ERP
(enterprise resource planning) and CRM (customer relationship
management). Significant amounts of investment are powering
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many of these startups.t Many of these emerging companies are
likely to get acquired in the next few years as incumbents look
to expand their portfolio of agents and seek differentiation. In
fact, Gartner® says, “By 2030, 35% of point-product Saas tools
will be replaced by Al agents or absorbed within larger agent
ecosystems of major SaaS providers.”

Today, organizations have access to Al agents through their
existing SaaS providers, which can make it easier to test

and learn how to build agentic solutions through built-in
functionality. While organizations may take this agentic-by-
default approach initially, as they gain more experience, they will
likely shift toward a more deliberate tack. Building around their
data, Deloitte predicts they will pick capabilities from a broad
and complex agentic ecosystem, develop their own agents, and
weave everything into an integrated and autonomous multi-
agent system.

Navigating the transition to agentic Al

To more successfully get to this future, several challenges should
be addressed:

Pricing becomes more complex

An area that will likely significantly impact both SaaS users and
vendors alike will be how using Al agents will be priced and

paid for. When software was mostly on-prem, you typically

had a perpetual software license and paid for upgrades and
upkeep. The SaaS revolution, driven by the cloud, shifted things
to subscriptions. Today, there are a couple of common pricing
approaches for SaaS. Generally, organizations are charged
based on the number of users or seats that they have. These
seats could include a tiered pricing option, where different tiers
provide different sets of capabilities based on the type of user.
Such pricing can be relatively straightforward and predictable.
Usage or consumption-based pricing appears to also be
increasingly common, and less predictable. This model is often
based on the number of API calls or tokens (units of text or data
an Al model processes) used.

As Al agents enter more widespread use, these traditional
pricing models won’t be adequate to reflect the true value
exchange between provider and consumer.'® Al agents could
conceivably give one user the power of many users and reduce
the need for the number of seats needed in an organization,
impacting the revenue of SaaS providers. Additionally, Al agents
operate autonomously, and their actions aren’t necessarily
predictable; they may take novel or inefficient paths while
completing their tasks.

There will likely be a lot of effort needed to shift to these

newer models, and we expect to see pricing variety and
experimentation in 2026 and beyond. It could take years for
standard practices to emerge, if they ever do. There are a couple
of pricing models that are expected to gain in popularity: usage-
based and outcome- or value-based. Gartner says that “by 2030,
at least 40% of enterprise SaaS spend will shift toward usage-,
agent-, or outcome-based pricing.""

Usage-based pricing

In usage-based models, a customer could be charged every time
an agent takes an action or completes a task. Pricing could also
be based on computing time, API calls, the number of tokens
used for generative tasks, or how long an agentis in action (or

a combination of all of those). There could also just be a flat fee
per time period for the use of a single agent, like a salary for

a digital worker. In a recent survey of SaaS companies, Maxio
found that 83% of Al-native SaaS companies currently offer
usage-based pricing.”? Usage-based pricing is often attractive
because it is quantifiable and therefore auditable.

Outcome- or value-based pricing

Pricing model changes will
impact multiple functions
within organizations and
may transform how Saa$S
vendors operate.

Outcome- or value-based pricing is based on the real business
results that SaaS applications with Al agents produce—
something that can be much harder to measure. This could be
as simple as the number of customer support tickets that get
resolved or how many employees were eventually hired because
of an HR agent, or it could be as complex as an increase in
overall revenue Al agents contributed to. There's likely still a long
way to go before there’s widespread use of this model, though
some are pursuing it."* Agentic systems still need to prove that
they can produce consistent and reliable value.

These pricing model changes will impact multiple functions
within organizations and may transform how SaaS vendors
operate. First, there should be agreements around basic
definitions for things like “an agent,” “a task,” “a process,
interaction,” and “an outcome.” What “value” is and how it
is attributed should be clearly defined, communicated, and
agreed upon contractually. This will likely take significant

"u "u
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effort and coordination from engineers, sales people, legal
teams, and others. Proving that an Al agent created value or a
business outcome could be challenging, especially if multi-agent
systems composed of agents from different vendors are used.
Revenue for vendors and costs for customers could become
less predictable and highly variable. System instrumentation
and metering may have to become more advanced and data
observability, billing, and financial compliance may have to
become more real time and autonomous.

The sales models for many vendors will likely need to change.
Sellers will have to educate customers on these new models and
convince them that Al agents will create value and the shift won't
cost them more than their subscription-based services. Sellers
will also likely have to be measured and compensated differently
and may have to drive deeper relationships with customers.

Customer experience and user interfaces
could become greater differentiators

Al agents are, by nature, supposed to be autonomous, so

why do they need to have a user interface? Like APIs, agents

are “headless.” They don't have a direct connection to a user
interface. However, someplace for interaction and visibility is
necessary. So, what will that look like? Will there be a single,
primary Al agent interface or multiple ones? Will a SaaS provider
or third party “control” a gateway to agents?

Over the next few years, Deloitte predicts that the user
experience and interface for SaaS Al agents will become more:

Personalized and proactive: The interface will adapt to the
individual user providing needed tools and tasks based on
specific responsibilities and prior actions. It will provide
tailored insights and suggest specific actions for users to take.

Conversational: Interaction will move from menus and clicks
to natural language and voice commands. Al agents will
translate natural language into a structured series of API calls,
eliminating the need for pre-defined workflows. It will be less
about telling software what to do and more about asking
software to achieve a particular outcome.

Diagnostic: Because of the autonomous nature of Al agents,
if something wrong or unexpected happens, users will

have to be able to reconstruct the agent's decision-making
process and understand why it happened. Transparency,
explainability, reversibility, and auditability will be crucial for
trust.
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Another open question is where will the interaction layer be?
Deloitte predicts a lot will be done in stand-alone SaaS apps.
Many SaaS providers want to keep users in their application as
much as they can to maintain worker efficiency and keep users
using their products. They will increasingly provide access to not
only their own suite of agents, but agents from other providers
as well. Interaction could also take place through a separate
management platform. These might be provided by a SaaS
vendor or they could come from a third-party company (like

The Bottom Line

current SaaS management platforms). These “control centers”
could integrate agents' activities from multiple vendors and
internally developed agents—tracking usage, expenditures,
access, performance, status, security, and compliance. There
will also likely be agent marketplaces, where internal and
external agents get published and businesses can discover and
integrate new capabilities dynamically.” This interaction, or
attention, layer has the potential to provide significant value,
and there is likely to be considerable competition around it.

In 2026, the usage of Al agents through SaaS applications is set to rapidly grow, with many major SaaS providers
working to implement more robust agentic Al solutions with their customers. We expect increased investment
in all Al-powered automation, extending into SaaS applications. Organizations will be seeking process efficiency,

cost savings, greater flexibility and personalized capabilities for workers. There will be a lot of experimentation
and pricing variety. Overall, Deloitte predicts there will be a gradual move toward a future powered by integrated,

autonomous multi—agent systems.

Considerations for SaaS customers to help prepare:

Invest in data management: For Al agents, access, integration, observability, and data governance can become
even more important. Data doesn’t necessarily need to be centralized in a single repository, but it should be

consistent and accessible across an organization.

Embrace the growing complexity: There will be more models, more agents, more vendors, new ecosystems, and
new data relationships. Organizations will have to get agents from different vendors to work together, potentially

causing pricing and operational complexity.

Expect multifaceted pricing models: Pricing models for Al agents could create ambiguity as hybrid models that
include a mix of licenses and usage-, value-, or outcome-based pricing become standard. Bolster your real-time

finance capabilities.

Help workers become Al orchestrators: More time could be spent managing Al agents like co-workers—setting

goals, supervising their work, and validating and correcting their actions. When rearchitecting workflows, clearly
define what humans will do, what agents will do, and what they will do together. It's a cultural shift, not just a

software upgrade.

Considerations for SaaS vendors to help prepare:

Prepare for greater competition: As it becomes easier and easier for anyone to write code through generative
Al tools, the cost of producing code approaches zero. This is going to create greater competition with Al-native
companies and even customers themselves—requiring greater product differentiation.

Focus on interoperability: Agents will have to operate across multiple systems, coordinate tasks, and share data
and goals—all while maintaining security and compliance. Organizations should prepare for a more open and
interoperable environment, in which customers can easily switch providers if expectations aren’t met.
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Shift sales models: With varied pricing models, things like revenue forecasting become more challenging. How sales
teams are measured and compensated will have to evolve. Help customers predict costs and provide hybrid pricing

models that are simple and flexible. Use conversations around pricing models to expose unmet needs and deepen
relationships.
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United States India
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Public media partnerships with
streaming giants could be a model for
making traditional TV sustainable

Public service broadcasters are publishing to social
platforms, co-producing with streamers, and forming
partnerships with the largest video distributors. They
can offer lessons to for-profit US media companies.

In the United States, traditional television continues to

be a profitable but declining business. Amid the rise of
streaming wars, social video, and interactive entertainment,
content catalogs are migrating to streaming video services,
rights are being renegotiated, and linear TV businesses are
being restructured and sold." Yet many traditional media
conglomerates have been acting—and spending—to rebuild
the golden age of TV profitability around their own new and
expensive streaming video services. So far, that golden age
hasn't returned.

Outside the United States, more adaptive models for success are
emerging from public service broadcasters (PSBs). With a history
of proven storytelling exported to larger audiences, PSBs in
Europe are bolstering production and distribution by making co-
production deals with streamers. To reach younger audiences,
they are publishing and promoting content on social platforms.
To expand their reach, they are experimenting with staggered
releases between their own services and global partners.2 These
creative strategies can offer valuable lessons for smaller US
networks grappling with similar pressures to evolve and stay
competitive.

In 2025, there has been an acceleration with three notable deals
between broadcasters and streamers in just a few months.3
Deloitte predicts another handful of broadcaster-and-streamer
deals for 2026. Further, we see more co-productions and other
initiatives, once again led by the PSBs. This could bring tens

of thousands of additional hours of broadcaster content to
streaming video services and social platforms, with potential
gains in ad revenue shares and global viewing hours.

For now, PSBs are moving faster at these sorts of deals,
motivated more by extending their reach than by profit, and
streaming deals appear to be an effective pathway. Interestingly,
some commercial broadcasters are also striking similar

streaming deals, but only time will tell if they are outliers or a
sign of things to come for other commercial TV broadcasters.
Regardless, the broadcasting world is watching to see if these
deals yield “happily ever after” endings.

Public service broadcasters are
embracing disruption and finding
innovative ways forward

Globally, many PSBs are large cultural institutions that have
played an outsized role in representing and reaching the public,
and in shaping entertainment, news, education, and culture.
Yet, they are also under threat from the same demographic
and behavioral changes that have disrupted traditional, linear
television.®

There are important differences, however, between commercial
broadcasters and PSBs. PSBs typically have a mission to produce
TV, movies, news, and documentaries that serve the public
interest, regardless of their funding model. If domestic viewers
aren’t tuning into their linear TV channels or streaming services,
PSBs may fail to serve the public, intensifying the debate over
whether they should keep their funding and preferred access to
the audiences.

Dependent on citizens and governments for funding, yet
chartered to fulfill a public mission, PSBs can often be
underfunded but remain more committed to outreach and
culture than to profits. This condition has enabled them to
innovate more quickly and flexibly—and even more daringly—
than their private counterparts whose risk tolerance is often
anchored to profits and shareholders.

The following examples offer a model for other PSBs working
to fulfill their mission in the modern media landscape, and for
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private traditional media companies that may be both blinded
by the success of leading streamers and hesitant to wade into
more innovative and disruptive opportunities. There may be
some perils with the opportunities, too, if relationships with
for-profit providers undermine the value and mission of
public media.

Reaching younger viewers on YouTube:
ARD and ZDF feel the funk

In 2016, German PSBs ARD and ZDF could already see where
younger audiences were tuning in—and where they were tuning
out. They launched “funk,” a bold digital-content initiative to
connect with young viewers on their preferred turf—social
media. Instead of posting full episodes or short clips of existing
TV shows, funk's studios create videos specifically for social
platforms like YouTube, Instagram, and TikTok.® Funk publishes
dozens of original formats designed for digital natives, including
snappy explainers, edgy comedy, and short documentaries.

For example, a funk science explainer channel, maiLab, became
popular by making chemistry and COVID-19 research accessible.

In 2026, nearly 41% of Germans under 30 now watch funk’s
offerings at least weekly.” Within a two-year period, funk
content garnered roughly 2.2 billion views on YouTube and 173
million hours of viewing. As young viewers have moved to new
platforms featuring short videos, funk has moved with them.
TikTok and Instagram now contribute heavily to funk’s reach. In
fact, in the past two years, funk content logged even more views
on TikTok (around 2.3 billion) than on YouTube, reflecting the rise
of bite-sized clips.

Connecting with young Germans where they are is important
to ARD and ZDF's public mission. By providing professional,
publicly funded content in the same spaces dominated by
influencers and algorithmic feeds, they offer an alternative to
purely commercial social media.

The Canadian Broadcast Corporation’s
YouTube U-turn

Until recently, the focus of Canada'’s 90-year-old public
broadcaster, the Canadian Broadcasting Corporation (CBC),

had been on its own streaming app, CBC Gem. But in 2023, the
CBC's digital strategy team led an experiment: They uploaded
full episodes and even entire seasons of older CBC shows onto
YouTube, treating the platform as a new distribution channel.®
They adopted a “test-and-learn” approach, ready to pull content
if it siphoned too many viewers from CBC's own services.

Far from eroding CBC Gem, YouTube became an additive
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platform—a marketing funnel drawing new, younger viewers

to CBC content. Many viewers discovered shows on YouTube
then sought out more episodes on CBC Gem, creating a virtuous
“flywheel” effect.

The CBC now manages a portfolio of more than 50 YouTube
channels, spanning news, comedy, children’s programming and
more.® Short clips like comedy sketches and viral news segments
routinely rack up millions of views. The CBC News YouTube
channel now boasts over 4.4 million subscribers and 2.6 billion
total views."” CBC also posts full 20-plus minute episodes of
dramas, documentaries and kids’ shows that account for nearly
half of all viewing time."" While quick clips drive clicks, it's full-
length shows that keep viewers engaged on the channel.

By the end of 2024, the CBC's experiment on YouTube was
gaining viewers. Total watch-time across its channels jumped
by 65%, exceeding the 25% growth target the team had set.”
YouTube has expanded CBC's reach to demographics that
traditional TV is challenged to reach effectively. The approach
has enabled them to make their content work harder, give new
life to back-catalog programming, and create new revenues.

French broadcasters leverage the biggest
distributors

In July 2025, PSB France Télévisions struck an “historic
distribution agreement” with Amazon’s Prime Video.”® Under the
deal, Prime Video subscribers in France can access the live feeds
of France Télévisions’ channels, and 20,000 titles from their on-
demand catalog at no extra cost."* The home screen of Prime
Video now features a dedicated france.tv section showcasing
the broadcaster’s content within Amazon's interface.”® In effect,
Amazon's streaming service has become a new virtual cable
operator carrying France’s public channels.

For France Télévisions, the benefit is greater visibility among
younger, cord-cutting audiences. In a fragmented viewing
landscape, being present on a popular streamer’s menu is a
way to stay relevant.

Some European private broadcasters seem to agree. One
notable example is France's largest private broadcaster, TF1,
which has signed a similar deal with Netflix. Starting in 2026, the
partnership—the first of its kind for Netflix anywhere—will let
French Netflix subscribers watch TF1's live broadcasts without
leaving the Netflix app. '®*The experiment underway in France
will be watched closely by media executives across Europe. After
all, if you can't beat the biggest streamers, joining them may be
the next best thing.

The BBC and Channel 4 find global
success with streaming partners

Once upon a time, a BBC or Channel 4 logo on a show meant
it was a wholly domestic affair, but today it may also be a
collaboration with the likes of Netflix, Amazon Prime Video,
or HBO Max.

By tapping streamers’ deep pockets, international distribution
networks, and appetite for prestigious UK storytelling, co-
productions allow PSBs to mount projects that would otherwise
strain their finances.””As an industry trade group noted, third-
party funding (through co-production deals, international pre-
sales, tax credits, etc.) now supplies an estimated £400 million
a year toward British PSB commissions.”® In effect, platforms
such as Netflix or Amazon may foot a large share of the bill in
exchange for rights to stream the finished show globally. The
arrangement reduces risks for UK broadcasters and helps
ensure that a national hit can reach far beyond dear old Blighty.

The BBC has pursued such alliances aggressively, especially for
lavish drama series. His Dark Materials, a fantasy epic based
on Philip Pullman’s novels, was a collaboration between the
BBC and HBO that reportedly cost an estimated £50 million

for its first series.” HBO's cash enabled the BBC to realize a
truly cinematic vision—and in return HBO got a ready-made
prestige show for the US market.?° Even quintessentially British
period pieces have benefited: The moody post-World War |
crime drama Peaky Blinders was broadcast on the BBC in the
UK with Netflix taking over international distribution, turning

a parochial show into a worldwide hit. Similarly, Channel 4 has
enjoyed other international successes partnering with global
streamers.”

By collaborating with Netflix, Amazon, and others, the BBC and
Channel 4 are ensuring that British public service content not
only survives in the 21st-century mediascape, but thrives—Iliked,
shared and binge-watched around the globe.?? Like Canada'’s
CBC, Channel 4 has also seen incremental growth across its
offerings by publishing full episodes on YouTube.?? In July 2025,
Disney+ and UK broadcaster ITV announced a partnership to
give each other’s audiences a “taster” of content. Under the deal,
ITV's streaming service (ITVX) will host a rotating selection of hit
Disney+ titles, while Disney+ in the UK will in turn carry a curated
slate of ITV's popular shows. Both sides termed it a mutually
beneficial experiment —and an indicator that the streaming
wars are shifting toward strategic alliances.
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Pitfalls and perils: What public
broadcasters risk in these partnerships

Alliances with global platforms offer visibility and funding,

but they also pose significant risks. If not carefully managed,
partnerships can weaken broadcasters’ autonomy, dilute their
brand, and undermine their public service mission. As PSBs
tread into the terrain of big tech and big money, they should
consider the risks:

* Loss of control and independence. When distribution and
revenue flow through external platforms, PSBs risk becoming
captive to algorithm changes or shifting corporate strategies.
A single contract reversal could leave them without access to
audiences or content rights. If a platform'’s algorithm decides
to demote a broadcaster’s videos, the PSB's reach could
decline overnight with little recourse.

* Erosion of direct audience ties. Audiences who consume
PSB content on other services may stop visiting broadcasters'
own platforms, reducing brand visibility and access to
valuable viewing data. For ad-supported PSBs, this also means
reduced monetization potential.

* Editorial and mission risks. Chasing clicks, streamer
funding, and global appeal can push public broadcasters
away from their core remit. The temptation to tailor news or
documentaries for algorithms or platform business goals may
erode editorial independence and local cultural nuance.

* Editorial independence and national sovereignty
concerns. Deals with foreign streaming giants have raised
political eyebrows, prompted some producers and lawmakers
to grumble about a US company gaining influence over
a country’s public content.?* Heavy reliance on external
commercial funding could also weaken the case for license
fee or taxpayer funding.

* Financial reliance and sustainability challenges. Heavy
dependence on funding from streaming platforms creates
a vulnerability if those platforms pivot or pull back. Public
broadcasters risk building budgets on unstable ground, even
for flagship shows.

While public broadcast services are innovating to keep up with
changes in audience behaviors, engagement, and funding, they
face new potential risks with streamer partnerships around
control, identity, and sustainability. Public broadcasters are, to
some extent, trading a measure of independence and direct
reach for the short-term gains of money and audience. The
gamble is that they can manage this trade-off—that they can
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ride the beast without being thrown off or subsumed by it.
To manage these trade-offs, public broadcasters should:

1. Protect branding and visibility. Ensure logos and
attribution remain prominent on third-party platforms to
sustain trust and recognition.

2. Secure data and proportional revenue sharing. Negotiate
access to viewing stats and proportional compensation to
retain leverage.

3. Form alliances. Engage in joint initiatives like the UK's Freely
that platform help PSBs stay competitive against global
streamers.

4. Stay true to public-value content. Keep investing in
local news, education, culture, and minority-language
programming, even if they aren’t global hits.

5. Innovate with purpose. Use partnerships to learn from
global platforms’ technology and apply those lessons to
strengthen in-house digital offerings.

Lessons for young US streaming channels

For US media companies working to shift their declining linear
TV offerings into competitive streaming services, UK and

EU public broadcasters offer ways to be more flexible and
innovative. While considering many of the above risks, the PSB

The Bottom Line

journey offers a playbook for US streamers struggling against
bigger competitors:

Embrace strategic partnerships to extend reach with legacy
and niche content. Rather than cannibalizing viewership or
eroding intellectual property (IP), partnering with the largest
platforms can revive dormant audiences and bring the brand
and IP to new audiences that would never have subscribed to a
niche service.

Leverage prized content to anchor valuable partnerships
that can expand visibility. Broadcasters have used their

local content as a bargaining chip to gain global distribution.?
Commercial studios can capitalize on prized IP to reach new
subscribers. For example, ITV utilized Love Island (a local hit) to
get The Bear on its platform; Disney leveraged The Mandalorian
fandom to entice ITV viewers to Disney+. Commercial networks
might also consider co-producing more frequently with global
streamers, much as PSBs do.

Guard the brand and data—but be pragmatic. Like PSBs,
commercial media companies are learning the need to maintain
relevance by following audiences, the need to partner to achieve
scale, and the importance of preserving one's identity even
while operating on someone else’s platform. As linear ratings
and ad revenues decline—and many streaming services remain
unprofitable—these partnerships may evolve from tactical
experiments to core strategy. The experiences of PSBs show
that, done right, alliances can be additive and financially savvy.

Key considerations for PSBs and US streamers

Far from being killed off by the streaming revolution and social video, many PSBs are reinventing themselves through
it—by pushing content onto social platforms, by co-producing with the biggest streamers, by even letting streamers
carry their channels. Done right, this could lead to a richer media ecosystem where public service content coexists
with commercial content on every platform, thus injecting some local and ethical balance into global channels.

Although PSBs face significant challenges around fulfilling and defending their public mission in the face of for-profit
partnerships, the innovative examples shown here apply equally to second-tier and niche US studios and streamers
that are facing the same pressures to adapt. Streaming video has deconstructed and disrupted TV, and social video
platforms are drawing audiences away from both TV and streaming services. The largest video distribution platforms
continue to reshape and redefine TV. Public broadcasters and private media alike have little choice but to experiment

and adapt.
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Next-gen satellite internet is
transforming pricing, capacity,
and regulation worldwide

Satellite connectivity sees direct-to-device growth but often
faces monetization hurdles, while low Earth orbit data
expansion and tech advancements help reshape deployment
and resilience, and create regulation complexities

Satellite connectivity appears to be expanding faster than ever.
Direct-to-device satellites are often proliferating, but struggling
to monetize, while the number of low-Earth-orbit broadband
constellations is growing, requiring telecom providers to address
opportunities and disruptions. Alongside these developments,
technological advancements are reshaping the industry, helping
to enable faster deployment, greater resilience, and reduced
costs. Regulatory challenges and spectrum management are
also emerging as potentially pivotal factors in helping to ensure
sustainable growth and integration with terrestrial networks.

Some analysts expect low-Earth-orbit (LEO) satellite
constellations to generate around US$15 billion in annual
revenues in 2026," and Deloitte predicts that global subscribers
will surpass 15 million by the year’s end.? We further predict that
the number of communications satellites in LEO will expand to
five constellations® made up of over 15,000 to 18,000 satellites
by the year-end.* We further predict that spending on direct-
to-device (D2D) satellite capacity will be US$6 to US$8 billion in
2026, with over 1,000 D2D-capable satellites in orbit by the year-
end; however, since monetization and business models for D2D
are currently unclear, we are not forecasting D2D revenues.

D2D and LEO satellite services are deeply interconnected. At
first, starting in 2019, there were multiple satellites launched
into LEO, which provided data services to small satellite dishes
on Earth, allowing consumers and enterprises to get low-latency
broadband services in areas with little or no terrestrial

coverage at a reasonable price.>However, those signals were not
accessible without pizza-sized dishes.® In 2023, new satellites,
mainly in LEO, with new equipment, new antennas, and using
new regulatory permissions, were able to connect directly with
devices such as smartphones. Instead of 50 Mbps or more
connections over LEO with dish services, D2D in 2023 was
low-bit-rate, simple messages.” Going forward, D2D may offer
higher connection speeds, but still not as fast as dish speeds.?

LEO and D2D can overlap in terms of the orbits used, and
even some of the satellites used,® but they are not identical.
In September 2025, one major LEO player purchased blocks
of 5G spectrum for D2D."° It likely won't happen in 2026: New
smartphones need new chips to send and receive on that
spectrum, new satellites need to be launched to use those
bands, and it's unclear what density of simultaneous users
can be supported and how well the service will work indoors.
But by 2028 or so, smartphone users might be able to stream
video directly from space to their phones."

D2D can connect the unconnected, but
monetization remains elusive

D2D technology helps enable satellites to directly communicate
with standard consumer devices like smartphones, bypassing
more traditional ground-based infrastructure, offering essential,
typically low-bandwidth connectivity services.? This capability
can be especially critical in remote or rural areas (including the
oceans) that may lack terrestrial cellular coverage.

In 2023, Deloitte predicted the D2D satellite communication market
would have approximately US$3 billion in spending on network
infrastructure, mainly satellites.” Actual spending surpassed
predictions, reaching around US$4 billion in 2024. Current
company road maps and publicly announced investment plans
indicate a total capital requirement of approximately US$6 billion
to US$8 billion in 2026. Of this amount, we expect around 85% to
90% to fund new satellite deployments, with the remaining 10%

to 15% dedicated to replacing existing satellites.' Many handset
makers and chip vendors have integrated satellite connectivity

into smartphones: Deloitte anticipated that more than 200 million
satellite-capable phones will be sold in 2024 (with nearly US$2 billion
in specialty chips),'® and most major smartphone manufacturers
have flagship devices that can message via satellite.”
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Second, a flurry of partnerships between mobile network
operators and satellite firms helped expand D2D service
availability.”® These collaborations helped enable basic
connectivity (emergency SMS, low-bandwidth data) in
underserved regions with no cellular coverage, tapping into
a large unconnected population.

In many markets characterized by low gross domestic product
per capita, rural and remote regions often remain commercially
unattractive for terrestrial telecom operators. These operators
typically prioritize urban centers, where higher income levels
can support more substantial average revenue per user. In low-
income, sparsely populated areas of some countries, revenues
for terrestrial cell networks are about 10 times lower per base
station while incurring two to three times higher capital and
operating costs than in cities.' Consequently, many telecom
companies tend to avoid investing in infrastructure in these
regions.? At the end of 2024, an estimated 350 million people
(4% of the global population) lived in largely remote areas
without mobile internet networks, underscoring the D2D
opportunity, although the low incomes in these areas may make
many D2D or LEO data services unaffordable to consumers.?

Third, global regulators and industry standards bodies have
moved quickly to help accommodate non-terrestrial networks,
allocating spectrum and finalizing 5G non-terrestrial network
specifications, so ordinary phones can seamlessly connect

to satellites.??

LEO satellite constellations: Rapid
expansion, affordable connectivity, and
emerging competition

LEO has delivered high-speed, low-latency broadband through
a combination of special satellites in special (low) orbits and
specialized ground equipment and continues to grow: There are
more satellites in LEO every week or so, more constellations of
these satellites are being built, more subscribers, and

more revenues.

In 2026, Amazon's Kuiper plans to enter the market,?* potentially
competing directly with terrestrial broadband providers in
developing markets at lower price points than other LEO
solutions. Additional LEO constellations from China’s Guowang
broadband mega constellation, the Qianfan (G60/Spacesail)
project,?*Canada’s Telesat Lightspeed,? and the European

IRIS? are either placing satellites in orbit in 2026 or plan to in

the coming years.? Regional initiatives are also emerging,
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such as the United Arab Emirates-based Orbitworks venture.?’
Established operators such as Eutelsat OneWeb in Europe are

upgrading their constellations to help expand capacity, improve

latency, and enable direct-to-device connectivity.?®

In 2022, Deloitte predicted that, by the end of 2023, more than
5,000 broadband satellites would be in LEO, providing high-
speed internet to nearly a million subscribers.?° We were too

conservative; by the end of 2023, there were around 7,473 active

broadband-capable LEO satellites.°

LEO satellites can offer lower latency and faster connection
speeds compared to traditional geostationary satellites, and
some portion of the growth in LEO subscribers has come at the
expense of geostationary equatorial orbit internet providers.®'
LEO primarily targets users lacking traditional terrestrial
connectivity options, although, so far, at prices usually higher
than equivalent terrestrial broadband services.*

The distribution model for LEO satellite services is mixed,

with some providers either selling directly to customers,
selling through terrestrial telecom partners, or using a hybrid
approach. Some may start to compete directly with terrestrial
telcos in 2026 by offering more affordable subscription models,
particularly in emerging markets.»
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Divergent marketing strategies for
providers

As the LEO broadband and D2D satellite markets evolve,
Deloitte predicts two distinct distribution strategies will

emerge: cooperation and competition. LEO providers frequently
partner with local telcos in certain geographies, and we have
seen similar partnerships in D2D in Japan, Australia, and the
Philippines, for example.3*

The coming competition from LEO
providers

Alternatively, Deloitte predicts that certain satellite operators
will pursue direct competition strategies, particularly in
developing regions. These operators will offer services at
substantially lower price points than terrestrial providers,
aiming to capture underserved market segments through
aggressive pricing and simplified service offerings. Although
multiple new LEO constellations are planned or under
construction, Amazon's Kuiper is expected to be the next to
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start providing significant service. They are developing a
monthly low-cost pricing model.*® Kuiper plans to target regions
with substantial unserved or underserved populations directly,
which could present a challenge to terrestrial telcos.3¢

That said, not all terrestrial broadband markets are equally
vulnerable to disruption from space-based providers. Average
broadband prices in selected developed markets range from
US$33 to US$80 per month, while some developing markets
have broadband prices under US$10 per month,*” suggesting
that even a relatively low-cost satellite would struggle to garner
significant market share in those more affordable markets.
Meanwhile, other developing markets such as Brazil or South
Africa, with prices in the US$21 to US$48 per month range,®
may see higher rates of take up, especially if LEO providers price
at the lower end, or subsidize pricing in order to gain customers
or to provide low-cost connectivity so that consumers can
better utilize other services such as shopping or streaming.

It should be noted that the ground station terminals needed

for LEO cost US$200 to US$500 each,* and in the developing
world, this relatively high-cost consumer equipment would be
unaffordable for many, even with the relatively low monthly
costs (approximately US$15),%° so getting the price of the ground
terminals down will also be an important factor.

Transforming satellite capacity is
likely essential to unlocking next-gen
connectivity

The capacity of individual satellites and the constellations they
belong to can play a vital role in ensuring the effectiveness,
reliability, and commercial viability of satellite-based
communications, including LEO broadband services and D2D
basic connectivity. The projected growth in global satellite data
traffic is expected to increase 20 times by the end of 2025,
presenting significant challenges in terms of satellite capacity.*!
Improved satellite capacity is essential for providing wide-

area coverage, supporting high-speed data transmission, and
enabling connectivity in remote or underserved regions for
multiple simultaneous users: Current networks are often pretty
good at connecting a few dozen subscribers in the middle of
nowhere, but can struggle in a moderately densely populated
area. LEO needs new tech to take it to the next level.#

The availability of satellite capacity is influenced by multiple
technical and regulatory factors. Technically, capacity

depends on the number of satellites deployed, their individual
performance capabilities, and their orbital positions.** While
theoretical models imply that LEO could support up to 10
million to 12 million satellites under ideal conditions,** practical
constraints derived from collision risks, tracking inaccuracies,
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and regulatory delays can limit sustainable operations to
roughly 100,000 active satellites.*> Moreover, regulatory
requirements, particularly related to spectrum availability

in frequency bands like Ku-band and Ka-band, can limit the
ability of satellite providers to expand their capacity.*® For
instance, despite its global reach, Starlink has occasionally faced
network congestion, leading to temporary disruptions in service
availability, underscoring the importance of sufficient capacity.*
They also have needed to limit the number of subscribers in
certain areas, such as southeast England.*®

Many LEO companies are adopting more sophisticated
technological solutions such as adaptive beamforming, dynamic
spectrum sharing, inter-satellite links, and artificial intelligence-
driven network optimization.* Moreover, investments in

more advanced, higher-capacity satellites, improved satellite
architectures, and coordinated regulatory efforts for effective
spectrum allocation will be important in balancing satellite
capacity with increasing user demand and technological
advancements.

LEO can be great for those who have no alternative, but it is
unlikely to be a material competitor to terrestrial incumbents
in most developed world markets. For example, in parts of the
United Kingdom, subscriber density is already approaching

its limit at approximately 0.35 customers per square km, and
one analyst reports that the current Starlink network can
support only around 200,000 UK homes (approximately 0.7%
market share). The same report suggests that the penetration
achievable with Starlink’s existing infrastructure ranges from
0.4% in Germany to 1.4% in Spain. Even with a full V2 refresh of
their constellation (as opposed to the current mix of V1.5 and
V2 satellites), UK penetration would increase only modestly

to around 1.4% (with a stretch goal of 3% to 4%, given the

full proposed 15,000 satellite constellations). While a future
constellation of V3 satellites might achieve a penetration of 8%
to 10%, this would likely require over a decade and substantial
technical progress. There are no V3s in orbit as of August 2025.5°

One other factor necessary for growing LEO and D2D overall
capacity, and capacity within a given area, is ground stations,
also called gateways. Ground stations are a critical part of the
infrastructure, relaying data between large data centers and the
satellites, managing the satellite network, and sending signals
to the satellites. There are already over 100 ground stations for
LEO in 2025, and a hundred more will be needed to support
multiple constellations.>' Although many LEO satellites are
starting to use laser communications so that satellites in orbit
can communicate with other satellites in orbit (rather than
having to relay everything through ground stations), this is not
expected to eliminate the need for more ground stations.>?
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Finally, ground stations should be connected to data centers over fiber to help maximize capacity and minimize latency, which could
be a revenue opportunity for terrestrial fiber providers, usually telcos.

Navigating regulatory considerations
in spectrum management

As satellite communication markets grow, regulatory
considerations around spectrum allocation will become
increasingly important.

Deloitte predicts that LEO satellite networks offering
D2D services will face significant regulatory challenges,
primarily due to their need to operate within frequency
bands already allocated to terrestrial cellular services.
These complexities are particularly pronounced in
regions such as the United States and Europe, where
national and regional authorities strictly regulate cellular
frequency allocations to help prevent interference and
ensure equitable spectrum usage.>®In the United States,
the Federal Communications Commission implemented
initiatives like the “Supplemental Coverage from Space”
framework, designed to integrate satellite operators
with terrestrial networks, facilitating D2D connectivity.>
Additionally, the National Telecommunications

and Information Administration’s policy notice for

the US$42.5-billion Broadband Equity, Access, and
Deployment program represents a shift that expands
funding opportunities for LEO satellite providers.>> The
tech-neutral approach eliminates fiber preference and
establishes performance-based criteria that put LEO
satellites on equal competitive footing with traditional
broadband technologies, potentially increasing

LEO funding to US$10 billion to US$20billion from
approximately US$4 billion.%®

The Bottom Line

In Europe, regulatory management is fragmented, with
each national regulator overseeing spectrum allocations
within frameworks established by the European

Union and the European Conference of Postal and
Telecommunications Administrations (CEPT).>” CEPT is
actively evaluating the technical and regulatory challenges
of integrating satellite services with terrestrial mobile
networks.%8

In Asia, similar regulatory dynamics exist but are even
more complex due to diverse national policies and
differing stages of infrastructure development. Countries
like India, China, and Japan are actively assessing
regulatory frameworks to help harmonize terrestrial

and satellite frequency use, ensuring interference-free
coexistence while fostering innovation and competition.
India, for example, is working through the Telecom
Regulatory Authority of India to outline comprehensive
guidelines for effectively managing spectrum allocations.>®
In China, significant regulatory reforms are being
implemented to accommodate satellite communications.
The Ministry of Industry and Information Technology
(MIIT) has proactively developed policies to help
streamline frequency allocations, manage spectrum
interference, and encourage innovation in satellite
communications. Recent initiatives by the MIIT include
comprehensive frameworks aimed at facilitating the
integration of satellite services with terrestrial mobile
infrastructure and supporting China’s strategic objective
of achieving widespread digital connectivity.®® Similarly,
Japan is refining its regulatory framework through the
Ministry of Internal Affairs and Communications.®'

Capex, regulation, and market dynamics

One implication of growth in D2D and LEO to consider concerns the capital expenditures for both space companies
and terrestrial connectivity providers. Deloitte predicts that, by the end of 2026, the cumulative investment in

D2D satellites and in LEO broadband constellations will reach approximately US$10 billion®>—and some of those
constellations will have D2D capability on some of their satellites. That US$10 billion has been spread over multiple
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years since 2019, but even if all of it had been spent in a single year, it's startlingly small compared to annual global
telco capex, which is about US$300 billion per year, as of 2025.5

One reason D2D and LEO partnerships matter for many terrestrial telcos is that they are “capex-lite” ways of meeting
the ongoing pressure to connect 100% of populations, no matter how remote or rural. Serving those populations
with wired or wireless technologies would cost orders of magnitude more than partnering with space-based solution
providers (which have no capex requirement) or even investing in them directly. AST SpaceMobile has raised money
from global players such as Vodafone, AT&T, and Verizon, for example, and the total amount raised is a tiny fraction
of those companies’ annual capex.5

As constellations age, and with the average LEO satellites having a four- to five-year life expectancy, that capex will
likely stay high over time, with 20% to 25% of the constellation needing to be replaced annually.®®

Satellite-based broadband is emerging as a strong alternative to certain traditional terrestrial services, especially
in developing regions. For instance, in Nigeria, a LEO satellite provider is now the second- largest internet service
provider just two years after entering the market.®® It seems possible that a single LEO provider, or more likely
LEO providers as a group, could become the largest provider in many emerging markets with current low levels of
terrestrial broadband connectivity.

Regulatory landscapes will likely evolve significantly, with governments balancing innovation and market competition
against national security and sovereignty concerns. New international regulations and standards for spectrum
allocation, orbital debris management, and cybersecurity will likely emerge to help address the complex challenges
arising from the rapidly expanding LEO environment. Public Emergency Communications System and Emergency
Services and Public Safety Requirements exist and vary from country to country. The device makers will have to
follow various emergency communications and public safety regulatory frameworks in different countries.

LEO operators will need to navigate complex agreements with terrestrial mobile network operators, employing
strategies such as spectrum-sharing or leasing arrangements under conditions designed to prevent interference.
Critical regulatory concerns include sophisticated interference management strategies like dynamic spectrum
allocation and geographic beam shaping.®” Balancing terrestrial operator rights with satellite-enabled connectivity
enhancements will likely require extensive regulatory oversight and robust collaborative models between satellite
operators and terrestrial providers.

Although we focus on the consumer LEO broadband market, a large and robust enterprise market is likely to emerge
over the next few years, with the number of enterprise subscribers growing nearly tenfold by 2030 to 3.4 million.®®
While that is a smaller number of subscribers than the consumer market today, enterprise customers are likely to
have much higher monthly revenues and lower churn than consumers.
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A new era of self-reliance: Navigating
technology sovereignty

Countries and regional blocs are racing to build out their
own sovereign tech and Al infrastructures. What are the
implications, and how can global businesses prepare?

As the global geopolitical environment becomes increasingly
complex and uncertain, businesses and policymakers are

urging their countries and regions to take greater control of
their digital infrastructure, especially components related to
artificial intelligence. Gartner® estimates that “by 2028, 65%

of governments worldwide will introduce some technological
sovereignty requirements to improve independence and protect
against extraterritorial regulatory interference.”

Technology sovereignty is based on the ability of countries and
regional blocs to independently develop, control, regulate, and
fund digital technologies such as cloud, quantum computing,
Al, semiconductors, and digital communication infrastructure.?
It can include specific geographic, legal, and regulatory
requirements around flows of data and where physical facilities
are, who owns them, who governs them, who operates them,
and who provides the hardware, software, and services that
power them.

The desire for sovereignty is not new, but the shift toward
technology sovereignty will likely quicken in 2026. Over the next
decade, significant investment will flow into cloud computing,
semiconductors, data centers, Al models, connectivity, and
satellite communications. In an interconnected world, total
sovereignty is unlikely to be achieved by any country or region,
but many aim to become at least more sovereign.

Since Al is widely regarded as the next major driver of economic
development and national competitiveness, its ecosystem is
currently getting a lot of attention. This urgency is keenly felt
because advanced Al capabilities like computing power (also
called “compute”) are currently controlled by very few countries
and companies.

Research from the Oxford Internet Institute found that “only
34 countries host any public Al compute; only 24 of those have

access to training-level compute; and most rely on cloud or chip
infrastructure controlled by a small number of foreign actors.”
The same study found that 90% of all Al compute is managed by
US and Chinese companies.*

In 2026, Deloitte predicts that more countries will gain greater
access to Al compute, and over US$100 billion will be committed
to building sovereign Al compute. By 2030, the share of Al
compute, managed by companies outside the United States and
China, will likely double from its current 10% of global capacity.
Signaling this shift, Al and accelerated computing platform
company NVIDIA predicts it will sell US$20 billion worth of Al
chips for sovereign data center markets in 2025—an increase of
100% year over year.”

Greater Europe is leading the drive

In September 2024, the European Union released the “Draghi
report,” which outlined recommendations for improving overall
European economic competitiveness.® Part of the report focused
on how to potentially advance its domestic tech sector and

how the sector could improve innovation, technology adoption,
and worker productivity. The report preceded the launch

of the EuroStack Initiative—a call from over 200 European
companies and organizations for “radical action” around
increasing technology sovereignty.” This included advocating
for buying European, pooling and leveraging existing assets
more effectively, focusing less on research and development
and more on productization, ensuring adequate capital, and
protecting data for European cloud users. Overall efforts

of the European Commission are being led by a designated
Commissioner for Technology Sovereignty. This continues a
long history of the European Union seeking sovereignty in tech,
believing that sovereign solutions are best suited for supporting
the EU philosophy, values, and principles—embodied in
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frameworks such as the General Data Protection Regulation,
the Digital Services Act, and the Al Act.

Initial fervor and expectations may have moderated somewhat
since early 2025, as reflected in the recent EU International
Digital Strategy, which is focused more on cooperation

with other countries around Al, semiconductors, quantum
computing, and cybersecurity.® The debate on the best strategic
approach to take is ongoing, but there’s likely to be over €100
billion in public and private investment for European cloud
computing, Al data centers and companies, semiconductors,
and satellite communications efforts over the next five years.

Cloud computing

Local European cloud providers comprise a very small
percentage (less than 20%) of the overall market.’ They would
require significant investment and time to develop into true
competition for global hyperscalers. What's more likely to
happen is that global players will increasingly provide European-
specific adaptations of their capabilities. Amazon Web Services
(AWS) announced that it will invest almost €8 billion in a
European Sovereign Cloud located in Germany. Goals for the
project include allowing customers to keep their data in the
European Union, providing independence, and ensuring it is led,
operated, secured, and governed by EU citizens."® Microsoft has
also announced a set of commitments to Europe—specifically
around Al, cybersecurity, privacy, resiliency, and economic
competitiveness—and a Microsoft Sovereign Cloud platform
and solutions.”

Al models and data centers

There are several initiatives from both the government and
commercial sectors looking to improve overall Al capabilities.
The European Commission’s Al Continent Action Plan seeks to
develop a series of Al factories and gigafactories across Europe,
building on existing supercomputing infrastructure, and driving
net-new investment through the InvestAl program.’? This
program will make €20 billion available for up to five new

Al gigafactories that will enable the creation of advanced,
cutting-edge Al models known as “sovereign frontier models.”
The Action Plan also looks to improve data availability for Al
models, the use of Al applications, and skills and workforce
development. On the commercial side, NVIDIA and Perplexity
are teaming up to help train and make open-source, localized
Al models widely available.® NVIDIA is a backer, along with
investment firm MGX, Mistral Al, and others, to create Europe’s
largest Al data center by 2028 at a cost of €8.5 billion."There is
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also Stargate UK, a phased effort to build out Al infrastructure
across the country and accelerate domestic Al adoption.’

Semiconductors

Much like the United States, Europe wants to onshore more
semiconductor manufacturing, strengthen the resilience of
its supply chains, advance a stronger local ecosystem, and
boost European companies. To that end, the EU Chips Act
(2023) established a fund, pilot lines for experimentation, a
collaborative design platform, and competency centers, and
provides resources for quantum chips—€43 billion in total
investment through 2030."® There is already significant
commercial investment happening, including a FinFET (field-
effect transistor) pure-play foundry, a “Smart Power Fab,” and
a silicon carbide chip manufacturing plant, among others."”

Satellite communications

Another key initiative for Europe is building its own satellite
communications constellations to reduce dependence on
providers outside the bloc—ensuring secure and reliable
services for military, government, and commercial applications.
The two main efforts consist of the Infrastructure for Resilience,
Interconnectivity and Security by Satellite (IRIS?) constellation
and Eutelsat OneWeb. IRIS? will eventually consist of almost
300 satellites in multiple orbits at a cost of about €11 billion.'
Eutelsat is looking to accelerate its efforts to build out and
enhance its OneWeb low earth orbit satellite internet
constellation, which currently has more than 630 satellites in
orbit.” It recently received fresh investment from both the

UK and French governments to make this happen.® In an
increasingly crowded and competitive market, it will take time
(IRIS? completion is planned for 2031) and significantly more
investment for both of these constellations to reach the point
where they can effectively challenge current services and fully

support European needs.”!

What about the rest of the world?

Although Europe is driving a significant amount of technology
sovereignty activity, other countries and geographic regions
are pursuing their own unique and innovative approaches,
with most of the efforts focused on Al. This isn't meant to be
comprehensive but rather to show the breadth and depth of
global activity.

* South Korea: South Korea aims to develop sovereign
Al capabilities based on its language and tailored to its
culture.22 One example is Kakao partnering with OpenAl
on new personalized digital services.23 To bolster domestic
infrastructure, SK Group and AWS announced that they will
jointly build South Korea’s largest Al data center by 2029, at
an estimated cost of US$5 billion.?*

* Japan: The country is looking to advance its Al capabilities
and reinvent its domestic semiconductor industry through
the Rapidus initiative—a new company focused on
2-nanometer technology—and a proposed US$65 billion
government investment package through 2030.%

* Africa: Africa’s first Al factory, powered by NVIDIA's Al and
accelerated computing platform capabilities, will be located
in Cassava Technologies' data center facilities in South Africa—
with plans to expand to other locations across the continent,
including Egypt, Kenya, Morocco, and Nigeria.?®

* India: There is a strong drive for self-reliance across all layers
of the tech stack in India, and government programs like
the India Semiconductor Mission and IndiaAl are working to
address those needs.?” India will face some unique challenges
in developing its Al models, including compute availability,
multiple languages to support, and a lack of high-quality
training data.?®India’s strong domestic digital capabilities
developed for the India Stack could be expanded and
exported to other countries to create a new, competitive
digital ecosystem.?®

* Canada: The Government of Canada’s sovereign Al compute
strategy focuses on improving private investment, public
infrastructure, and funding access to compute resources.

It has also announced a partnership with domestic Al firm
Cohere to explore how they can both improve Canada'’s
overall technological capabilities.?' In addition, several
Canadian telecommunications companies are planning to
build sovereign Al data centers, including TELUS, SaskTel, and
Bell.>2

* Middle East: Many countries in the region are increasing

their investment in sovereign cloud and Al data centers—
including major projects like the Stargate UAE initiative, a 1
gigawatt Al cluster.3® The Public Investment Fund of Saudi
Arabia established HUMAIN in 2025, a new company looking
to develop end-to-end Al infrastructure with the help of
global partners like AWS, NVIDIA, and others.>* US$23 billion
in investment has been announced in relation to these
partnerships.3®
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Dealing with the consequences

What happens if, as expected, most governments pursue robust
technology sovereignty policies and programs in the near
future? There are a variety of potential benefits to having greater
control over end-to-end technological capabilities. These include
economic ones such as greater tax revenue and private capital
investment, better employment opportunities for citizens, and

a greater chance for homegrown tech companies to flourish. By
being more self-reliant, there is a belief that overall resiliency
can be improved, privacy and security can be enhanced, and
exposure to potential political disruption from foreign countries
can be reduced. Additionally, when it comes to Al, if foundational
models are created within a country, they can better reflect its
local language, customs, and data sets.

We could also see challenges arise, such as:

* Shifting investment flows. Foreign direct investment,
mergers and acquisitions, and joint ventures could potentially
face increasing numbers of conditions and requirements.
Venture capital investment could also shift focus. Will venture
capital firms put national strategic interests above more
global opportunities?3®

* Increased fragmentation. Taking a more insular, zero-sum
approach may lead to lower levels of collaboration, fractured
international relationships, and fewer academic partnerships.
We could also see reduced cross-border flows of data and
proprietary communications infrastructure, as well as an
increase in the number of standards and regulations.

* Workforce impacts. With countries putting greater emphasis
on domestic technological capabilities, overall global mobility
for highly skilled workers could shift. This could be especially
acute in critical areas like Al, cybersecurity, and chip design.
There will also likely be greater investment to bolster broader
national workforce capabilities.3”

* Environmental impacts. A large increase in the construction
of fabs, labs, data centers, and associated supporting
infrastructure will put strains on resources. Some countries’
power grids are already maxed out, and with new data
centers demanding thousands of additional megawatts, they
could compete with residential energy needs.3 There is also
the challenge of utilizing non-polluting, low- or zero-carbon
electricity sources.*
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