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Anu Rajakumar: Make no mistake, big tech companies have unparalleled access into the lives of their users. Whether it be their social networks,
their consumer behavior, their personal photos and videos or their health and wellness. Despite the immense convenience and generally positive
nature of the relationship between a big tech company and the customer, there is growing concern about how private data is collected and used,
the lack of competition and also how the spread of false information could influence a democracy's election. My name is Anu Rajakumar, and in
the last of our three part miniseries on political impacts to key investment markets, I'll be joined by Hari Srinivasan, Senior Research Analyst with
Neuberger Berman's equity research department, to discuss the key factors weighing on big tech. And Hari, there's a lot to discuss today. So
thank you so much for joining me.
Hari Srinivasan: It's great to be here.
Anu: So Hari, in the U.S., on the presidential campaign trail, we've seen key contenders express vocal support for breaking up big tech
companies, all in the name of defending the consumer. What do you make of all of this, and where do you think we're heading?
Hari: I think the simplest way to express this is that the regulatory environment is going to change. The operating environment for these
companies is going to be very different in the next three to five years compared to what they've experienced so far. And I think there are three
primary buckets in which we see where the regulatory risk could happen. The first one, I would call is privacy, which deals with essentially
protection of consumer data and the rights of the consumer, because in some cases the consumers don't really know how the data is being used
by these companies going forward. The second one is what I put broadly under the umbrella of antitrust. What I mean by that, is these companies
have become very large and there seems to be a perception that they are being uncompetitive, and it's very difficult for innovation to happen in
these industries. And therefore, they ought to be broken up so that there is greater competition, and there's a lot of startup innovation that currently
doesn't seem to exist. And the third area that I would say, and this has been a new area that we have to follow, is that a lot of the state attorney
generals are now not even looking to the federal agencies to do the regulatory work. They are pooling their resources together—you have 50
states, and if you combine the number of lawyers they have, it's quite a lot. And they're actually going to court directly. And in some cases, if the
decision by the federal agencies is not something that they agree with, they bring their own case. So there are so many fronts on which these
companies need to fight the battle.
Anu: Now, on the antitrust front, this is interesting because in the context of big tech. It's so different to its original context or original meaning,
because for the most part, most big tech customers aren't paying for anything. Can you talk a little bit about antitrust and how this view is changing
now?
Hari: Yeah. Historically, the U.S. has been much more focused on consumer welfare. Whereas Europe historically has focused much more on
competition, and that's been one of the areas where we've seen the regulatory environment being very different. But what is happening in the U.S.
is given some of the mistakes that these companies have made and the fact that the elections in 2016, rightly or wrongly, people think have been
influenced by these media companies. There is just tremendous amount of pressure by Congress on these federal agencies to do something
about it. And also, there is this feeling that Europe is kind of gaining a lead on the regulatory scrutiny of these companies, and historically, the U.S.
has been at the forefront of antitrust regulation. So what we see happening is that the last 30 years, I think in the late 60s onward, the antitrust was
essentially decided based on a consumer welfare standard. That is whether a merger can go ahead, and how will it affect consumer over the long
term. But now, I think these companies have become so large and they control such large portions of the U.S. economy, I think the regulators are
looking at it and saying, “Are there any network effects that permanently make them like a monopolist in that industry and they, therefore,
suppress competition and innovation.” And there is also this perception in Congress that the U.S. ought to take the lead back from Europe, and
therefore, the antitrust rules need to be looked at completely in a different way in favor of this tech evolution and tech dominance.
Anu: And what's your view on the innovation piece that you just mentioned? Do you think that innovation is being suppressed by keeping these
companies in tact at the size that they are, or should they be broken up?
Hari: I personally think that these companies have been very innovative. I think we can all look and see how Google has changed our lives with
the services that they provide. How Amazon has improved the whole e-commerce experience for us, and then how Facebook actually has helped
people communicate and keep in touch with relatives. I have relatives all over the world, and WhatsApp is the primary media by which we
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communicate. But having said that, I think there are issues that need to be looked into. I would definitely see it on the data privacy and the
consumer protection areas. There could be some work that could be done, and then the other area is this competition/innovation is something that
the regulators are not comfortable with and it's something that we need to look into. The more important issue here is that we just don't have any
regulations. So these companies are operating without any framework. If Congress can actually sit down and lay out this is the rules of the law,
these are the rules of the game, I think these companies can implement them and run away with it.
Anu: And so what have the companies been doing in response to the focus on privacy and antitrust? What has been the company response?
Hari: Most of these companies have realized that privacy is a very important aspect, and they do have some kind of experience in this area. For
example, Europe, Postrel, local GDPR. Which is essentially providing customers with an opportunity to make sure that if they don't want Google or
Facebook cannot use the data for advertising purposes and these companies have implemented new rules and regulations around it. The other
thing that they have done, especially Facebook and Google, is they've spent a lot of dollars. In some cases larger than the revenues of some of
their smaller competitors. So they are doing a lot moving in that direction, and I think one of the things I would also highlight is that a lot of these
issues happened in 2016. And if you look at the elections that have happened after that, we haven't seen any problem, especially the midterm that
we had last year.
Anu: I think you just alluded to this. But, you know, in recent weeks we've seen some of these tech companies announcing updated policies with
regard to political advertising. What kind of effect do you see this having on the upcoming U.S. presidential election, if any?
Hari: I think the 2016 election has been a good learning experience for these platforms and they're taking this thing very, very seriously. Facebook
has invested significant amount of resources in improving the privacy and the accuracy of information on the platform. And I think a case for their
investment or a positive scenario would be the 2018 midterm election. We didn't really find any discrepancy, at least nothing that we know so far,
which tells us that whatever investments in the policy changes that these companies have implemented on the platform is working so far. The
bigger issue that I'm completely not sure right now is whether breaking up is going to solve anything, because to really improve the privacy and the
accuracy of information on the platform, it requires a lot of capital. Facebook has invested more than a couple of billion dollars in improving the
accuracy of the platform. They've hired more than 30,000 people just to monitor the content. And I think if you break them companies and lower
their revenues overall, they might not have the financial power that's needed to really satisfy the accuracy requirements that are required going
forward. So it is something that we all need to look at and not get totally carried away by the rhetoric, but look at it in the broader frame of mind
and see how the regulators ought to implement these regulations. I'm not saying that regulations are not important. They are definitely important
because right now we have nothing that it's more like a “Field of Dreams“ kind of story, But I think some kind of regulatory thing is important. But I
don't think that breaking up is the right way to do it.
Anu: Sure. I'm curious about what you think the likelihood of a breakup for some of these big tech companies is, and if that does indeed come to
fruition, how do you think that will change the way that investors think about investments in technology and how will that risk profile change?
Hari: I think the chances of breakup are not that high right now unless there is a legislative change, because the way I see this case is proceeding
is that I do expect the federal agencies, whether it's the DOJ or the FTC, bringing out a case next year against Google, Amazon and Facebook
saying that these companies ought to be broken up, and they're just getting too big for the economy's sake and they’re suppressing competition
and innovation. But I think these companies will challenge them in court. And If there is no legislative change, what I see happening is the courts
are going to probably favor these companies because they're going to go based on the consumer welfare standard, and based on that particular
standard, I think they haven't done any harm so far. So that's an area that we have to watch, whether there's any political change in DC and how
does the legislative framework change. Now as far as how investors are looking at it right now, what I would say is that I think investors aren’t very
worried about it. They're not really sure how this thing is going to play out. And whenever you have uncertainty in the market investor, they're very
careful. And people are little concerned as to what the future is going to look like. But having said that, I think we have to monitor the whole thing
very carefully to see how we go about doing things because they are also very important parts of the economy. In this slow growth environment
you can't really find too many companies that are growing 20 percent or more on a secular growth basis. So they're very attractive to investors, but
at the same time, there's a lot of risk associated with it.
Anu: And now we've focused our discussion largely on U.S. tech companies. What about outside of the U.S.? How could an increased regulation
on these largely American companies, how is that either translating or affecting non-U.S. companies?
Hari: One of the pushbacks that these companies have made is that the size of the company and the amount of investments that they made in the
technology platform, because these days it does require a lot of capital to get into new areas, whether it's artificial intelligence, or machine
learning, or AR/VR like augmented reality or virtual reality or the public cloud. The size of the companies that would actually help them invest in
this new market and allow U.S. to gain competitive advantage over the long term. We are seeing that the Chinese internet companies are
becoming pretty big, and they're growing much faster than the U.S. companies, and they're becoming a force to reckon with. And one of the things
that these companies are pushing back on regulatory framework is that because of the dominant to the U.S. internet companies and U.S.
companies in the internet industry in general, the internet has evolved with a democratic framework and with U.S. core values at stake where
people can express their opinion freely being worried about any kind of feedback or any kind of pushback from regulators or from government.
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And also they are very confident. They trust the platforms, that they're not going to share the data with the government. So the platform is a free
open platform. Internet has become a free and open platform where people can express themselves. I think if these companies are broken up and
the Chinese companies who’re already pretty large begin to dominate, one of the worries that we have is the world can get split into two different
areas. There could be a Western world focused technology industries and a Chinese focused technology industries. And the internet, rather than
being open, might be more regulated.
Anu: And finally, Hari, I'm curious about whether you think there are any big misconceptions that people have regarding big tech and regulation.
For example, what are investors potentially misinterpreting here when it comes to investment opportunities?
Hari: Yeah, I would classify that into three big buckets. I think the first one is the whole consumer welfare standard that we discussed. I think there
is this perception among some investors that because these people are not hurting the consumer, they don't really have much of a risk. I think the
chance of an antitrust risk are very minimal and I think people don't realize the level of anger and animosity towards these companies in Congress,
which can translate into something really bad for these companies from a regulatory perspective. The second area where I think there's a lot of
misconception is people believe that a lot of the acquisition that these companies have made in the last four to five years cannot be taken apart,
because historically they were all approved by the FTC and therefore, you can’t do that. But I think we are hearing from Congress that they're
looking at every single acquisition. So they can even go ahead and kind of break away some of the acquisitions that they've made or some of the
acquisitions that have been consummated. And that could be a big negative because that, I don't think, is something that people are anticipating
from that perspective. And the third thing that I think it's important for for investors to really understand, is that the this is going to be a long, drawn
affair. And therefore, the way I think this is going to play out, it's going to probably play out in the courts for the next three to five years. And based
on the current legislative framework, I think the chances are minimal. But what we are hearing from the people in DC is that there might be some
legislative change. And therefore, for legislative change to happen, you would really have to look at what you were talking before, whether there
would be any change in political landscape in DC next year. Let's say, just for the sake of discussion, if the Democrats take over the Senate and
the presidency, I think there could be some change in its legislation, and that can help the courts reinterpret the legal framework. Because right
now the courts are looking at this from the consumer welfare standard, and I think the risk is minimal. But if Congress changes the rules of the
game, there's a lot of pressure in Congress to do that because they believe this antitrust law is outdated. It doesn't really stand the true test in this
technology driven landscape. So those are things that we are monitoring in DC. I make a lot more frequent trips to DC to really see where the
pulse of the whole discussion is. But those are the three areas that I would be watching over the next 12 months.
Anu: Sure. Great. Well, Hari thank you so much for chatting with me on this very fascinating and pretty complex topic. Now, I personally am not
sure what big tech will look like in five or 10 years, but I'm very sure that you'll be keeping extremely busy keeping up with all these important
developments in the space. So thank you again.
Hari: Thanks for the opportunity Anu.
Anu: If you enjoyed listening to today's podcast, we encourage you to subscribe via Apple podcasts or Google podcasts. You can visit
www.nb.com/disruptiveforces for more information about our firm and offerings.
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This podcast includes general market commentary, general investment education and general information about Neuberger Berman. It is
provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy,
sell or hold a security. This communication is not directed at any investor or category of investors and should not be regarded as investment
advice or a suggestion to engage in or refrain from any investment-related course of action. Investment decisions should be made based on an
investor's individual objectives and circumstances and in consultation with his or her advisors. Information is obtained from sources deemed
reliable, but there is no representation or warranty as to its accuracy, completeness or reliability. All information is current as of the date of
recording and is subject to change without notice. Any views or opinions expressed may not reflect those of the firm as a whole. This material
may include estimates, outlooks, projections and other “forward-looking statements.” Due to a variety of factors, actual events or market behavior
may differ significantly from any views expressed. Neuberger Berman products and services may not be available in all jurisdictions or to all client
types. The use of tools cannot guarantee performance. Diversification does not guarantee profit or protect against loss in declining markets.
Investing entails risks including the possible loss of principal. Investments in hedge funds and private equity are speculative and involve a higher
degree of risk than more traditional investments. Investments in hedge funds and private equity are intended for sophisticated investors only.
Indexes are unmanaged and are not available for direct investment. Past performance is no guarantee of future results.
The views expressed herein may include those of the Neuberger Berman Multi-Asset Class (MAC) team, Neuberger Berman’s Asset Allocation
Committee and Neuberger Berman’s Investment Strategy Group (ISG). The Asset Allocation Committee is comprised of professionals across
multiple disciplines, including equity and fixed income strategists and portfolio managers. The Asset Allocation Committee reviews and sets longterm asset allocation models, establishes preferred near-term tactical asset class allocations and, upon request, reviews asset allocations for large
diversified mandates. Tactical asset allocation views are based on a hypothetical reference portfolio. ISG analyzes market and economic
indicators to develop asset allocation strategies. ISG consists of five investment professionals and works in partnership with the Office of the CIO.
ISG also consults regularly with portfolio managers and investment officers across the firm. The views of the MAC team, the Asset Allocation
Committee and ISG may not reflect the views of the firm as a whole, and Neuberger Berman advisers and portfolio managers may take contrary
positions to the views of the MAC team, the Asset Allocation Committee and ISG. The MAC team, the Asset Allocation Committee and ISG views
do not constitute a prediction or projection of future events or future market behavior.
Discussions of any specific sectors and companies are for informational purposes only. This material is not intended as a formal research report
and should not be relied upon as a basis for making an investment decision. The firm, its employees and advisory accounts may hold positions of
any companies discussed. It should not be assumed that any investments in securities, companies, sectors or markets identified and described
were or will be profitable. Any discussion of environmental, social and governance (ESG) factor and ratings are for informational purposes only
and should not be relied upon as a basis for making an investment decision. ESG factors are one of many factors that may be considered when
making investment decisions.
Companies mentioned within this podcast episode were chosen on the basis that they are significant players in the tech industry who have faced
scrutiny from federal policymakers. These companies were chosen solely on the basis of industry research coverage and not based on companies
held in any of the research portfolios.
This material is being issued on a limited basis through various global subsidiaries and affiliates of Neuberger Berman Group LLC. Please visit
www.nb.com/disclosure-global-communications for the specific entities and jurisdictional limitations and restrictions.
The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.
© 2019 Neuberger Berman Group LLC. All rights reserved.
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