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Wearables: the eyes have it
Deloitte predicts that smart glasses, fitness bands and
watches, should sell about 10 million units in 2014,
generating $3 billion. Of these wearable computer form
factors, smart glasses should generate most revenues
from sales of about four million units at an Average
Selling Price (ASP) of $50012. Smart fitness bands should
sell four million units, at an ASP of $140; smart watches
should sell about two million units at an ASP of $20013.
Smart glasses are go
The mass launch of smart glasses is likely to be met
by skepticism and delight, as is customary with the
launch of each new digital form factor14. And the first
models of smart glasses are likely to appeal to, and be
purchased by, a niche15. But at a global level the volume
of early adopters in 2014 may well number in their
millions, with demand increasing to the tens of millions
by 2016 and surpassing 100 million by 2020.
This may seem an unlikely outcome for what is
considered a new and slightly eccentric form factor,
which has significant and fundamental constraints:
smart glasses have to be transparent, may never work
well in direct sunlight, and because they have low
contrast are not suitable for long form video. The visible
display size will always be small, for safety reasons,
with fewer than 10 words readable at a time16; and
the physical space available for a battery on the temple
of the glasses is so constrained that adding cellular
connectivity will be challenging17.
But smart glasses are the next stage in the roll-out of
digital connected screens in our professional, social
and private lives. They represent continuity, not a
brand new start, much in the same way that tablets
were simultaneously new and familiar when launched
in 2010. Consider that in 2014, billions of us will
glance trillions of times at connected screens, from
vast digital billboards to computer screens, and from
car dashboards to smartphones. The addition of a
tiny screen which is permanently in line-of- sight will
complement the array of screens we already use: it may
enable some of us to stay permanently updated with the
flows of information we crave.
The initial price point for the sale of smart glasses in
2014 should be between $400 and $600, which for
most people is a significant sum of money for a device
whose benefits are largely unproven. Some units will
cost thousands of dollars, but demand for these will be
minimal.
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Nonetheless, in 2014 there are likely to be tens of
millions of individuals who would consider paying an
average $500 for the first generation of smart glasses
and millions who will actually purchase them.
These include: early adopters, for whom being at
the bleeding edge of innovation is of paramount
importance, even if the user experience in terms of
interface and reliability requires further refinement;
wealthy individuals for whom $500 would be a relatively
small amount to pay (there are about 12 million people
with investable wealth of $1 million in the world)18; and
professionals whose job is to investigate the potential
of new products such as smart glasses for increasing
productivity.
Usage of smart glasses in 2014 is likely to focus on
consumer applications, with enterprise usage becoming
more prevalent later as the product specification
improves.
The most common consumer usage of smart glasses is
likely to be any screen based application that frees up
the user’s hands for other tasks. A typical usage should
be navigation. For business travelers, a few instances
of smart glasses helping the owner to arrive without
getting lost – and being able to brag about it – may
justify the purchase price19. For tourists, smart glasses
will allow them to take photos and video by winking20.
There may also be some video games applications, but
the appeal of these will be limited by smart glasses’
small screen size. Sports and fitness may also provide
a rich context for usage, allowing participants to view
performance metrics in real time, and analyze their
performance as they play, bike or ski21.
Industries most likely to benefit from smart glasses in
the medium term include manufacturing, oil and gas.
Analysts have estimated that smart glasses could save
companies up to one billion dollars per year by 2017,
through displaying instruction guides, relaying photos
and videos, and interacting with remotely located
experts22.
These devices may provide another insertion point for
advertising, whose messages may be linked to the user’s
location, product in line of sight, or a bar code.
Wearing a screen to the right of one’s nose may appear
a little strange at first. Talking to one’s spectacles may
also seem eccentric.

But talking on a phone in the street, and more recently
talking via hands free kit have also seemed strange,
as has taking photos with a ten inch tablet. Yet these
behaviors have subsequently become accepted as
normal.
The price of smart glasses will be a function of the
bill of materials and the margins that vendors want to
make on the product. We expect that initial component
costs will be at least $20023: miniaturization does not
come cheap. If the first batch of smart glasses sells out,
we are likely to see ultra cheap versions sold at $100,
mirroring trends seen in the early days of the tablet and
smartphone markets. But these devices are likely to be
as good as the components they are built on, and sell
in modest volumes. As for the likely margins, we would
expect that some vendors may trade high margins for
other benefits, such as income from applications and
the rich stream of consumer data, such as location, that
these devices will generate.
The hundreds of millions of people who have contact
lenses or have had laser surgery are likely to consider
smart glasses, despite having invested in removing the
need for spectacles to correct vision. There is after all a
significant market in sunglasses, items which can cost
hundreds of dollars per pair, and may last only a single
season before requiring replacement24.
The regional lens: smart peaking already
With the second highest smart phone penetration in
the world25, the Middle East is no stranger to smart
technology.

Recent events have demonstrated the region’s intrigue
in and appetite for smart devices. Recently a set of
Google Glass Explorer glasses, the developer version
of Google Glass, sold for $12,250 on Dubai’s dubizzle.
com27. This is eight times the price in the US and UK and
almost two and a half times the price of similar units
auctioned on eBay in other regions28.
However, smart glasses’ high price point may only be
accessible to a wealthy niche. Early adoption will most
likely be driven by the high net worth individuals section
of society (with investable wealth of at least $1 million),
representing an estimated 500,000 potential early smart
glass adopters29.
Even at a price of $500 for the commercial version of
smart glasses, these are still expensive for the average
price-sensitive Arab consumer. Such price pressures
have already been experienced in the Middle East smart
phone market, where their ASP has declined to an
estimated $338 in 2013 and is expected to drop further
still to $230 by 201730. Miniaturization is expensive
and it may be a greater technical challenge to build
smart glasses than smart phones, so prices for smart
glasses may not fall as fast as they did for smart phones.
Corresponding smart glass affordability and uptake by
the wider Middle East consumer base should therefore
be more gradual over the longer term.
Nevertheless, regional organizations and individuals
fortunate enough to obtain a set of Google’s Glass
Explorer are recognizing the vast range of possibilities
and are certainly finding innovative ways of using and
putting this new technology to the test.

A decade ago mobile phones with cameras were
restricted in many Arab countries and even banned
in Saudi Arabia (on privacy and security concerns).
Camera phones’ subsequent acceptance and high
popularity has led to their successful adoption and
penetration26. Similarly, the region has also embraced
social networking with the likes of Facebook, Twitter
and YouTube now featuring heavily in the fabric of Arab
society. For a region often viewed as highly conservative
and private relative to the rest of the world, the shift
towards the adoption of new technologies has been
remarkable. We expect this trend to continue as smart
glasses launch in the region.
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Smart peaks of the Middle East

Smart peaks of the Middle East

Smart glass MasterPass: UAE telecoms operator
Etisalat in partnership with MasterCard Labs has
been working on connecting the MasterPass
digital wallet with Google’s smart glasses to enable
consumers to use their smart glasses to shop
online31.

Smart 3D augmented reality glasses: Atheer
Labs, founded by a Lebanese entrepreneur, has
developed lightweight smart glasses that offer an
augmented reality display with a 65 degree field of
view in 3D. Users can exercise with virtual targets,
play 3D games and conduct conference calls whilst
browsing online. The device is supported by hand
sensors and an advanced algorithm but needs to
be connected by a cable to an Android mobile
device. Priced at an ASP of $350 the new device
serves as a potential alternative and competitor to
Google’s smart glasses, which only displays a 12
degree frame in 2D in the corner of one’s view34.

Mobile “first-person” journalism: Journalists
from Vice Media used Google’s smart glasses in
their coverage of the recent protests in Istanbul
and Cairo, performing first-person hands-free
live recordings in conjunction with apps such as
Google Translate to communicate with locals32.

IntelliVue patient monitoring smart glass
solutions: Philips has developed a hands-free
solution which links Philips IntelliVue patient
monitoring software to Google’s smart glasses,
enabling healthcare providers to view vital patient
data remotely on the move and for decision
support in the middle of an operating procedure.
Philips is working closely with the Saudi private
healthcare sector and Saudi Ministry of Health to
potentially bring this solution to the Kingdom as
part of their joint initiative in tailoring innovative
solutions to solve existing challenges and shape the
future of healthcare in Saudi Arabia33.
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As the smart peaks above show a promising array of
smart glass solutions, their real test and long term
sustainability will be in their actual range of usefulness
to the Arab consumer, especially if they have to spend
hundreds of dollars to acquire them.
As we have seen with smart phones, the key to
unlocking and monetizing smart glass usage in the
Middle East is through local development of region
specific applications, tailored specifically towards the
Arab consumer’s evolving digital needs35.
The strong level of interest, curiosity and opportunity in
the potential applications of smart glasses will certainly
spur regional development in this space. It is therefore
only a matter of time before the region’s smart app
ecosystem will evolve to a point where slowly but surely,
Arab eyes will have it.

Smart fitness bands: moderately healthy
The smart fitness band, a form of wearable computing
typically worn on the wrist, should enjoy reasonable
demand in 2014, but the market for such devices may
never be mainstream. Smart fitness bands measure a
range of activities from paces walked to hours slept,
and tap into the trend for the ‘quantified self’, whereby
many aspects of one’s activity and being are measured36.

That said, smart fitness as a concept is generating some
interest amongst individual sports enthusiasts and
certain investors in the region.
Mini case study: Instabeat44

Interest may not become mainstream, even in the
medium term.
There are likely to be two categories of buyers for these
devices. One is sports enthusiasts who already undertake
a lot of exercise and wish to track their activity. They are
likely to focus on high end devices that provide highly
accurate measurement of a range of functions. The
second and much larger category is individuals who
may buy, or be gifted, a fitness band in order to effect a
change in their behavior, hoping that by measuring the
exercise they take, they will exercise more.
However, for this group smart fitness bands may simply
confirm, via an app or otherwise, a long term lack of
interest in exercising, and as such the device may cease
to be used following an initial burst of enthusiasm37.
A further, significant barrier to smart fitness bands
becoming mainstream is the incorporation of advanced
satellite navigation, accelerometer, gyroscope and
compass in a growing range of smartphones38. Owners
of high end smartphones that offer these functionalities
are likely to number in the high tens of millions in 2014
and may decide that they do not need to spend an
additional $100 on purchasing a fitness band39.
Young but less active in the Middle East
Tracking physical and sporting activity may be of low
appeal to the region’s consumers due to the levels
of physical activity. The Middle East’s population is
young, with half under the age of 2540, but is also
relatively inactive41, with as much as 60 percent of GCC
inhabitants classified as insufficiently active42. Between
five and ten percent participate actively in sports43,
which suggests a much lower addressable market for
smart fitness bands in the region.

Instabeat, a small sports technology start-up
set up by a Lebanese entrepreneur in 2011, is a
key example, which has gained traction through
crowdfunding and certain Middle East technology
investors.
In partnership with a Chinese manufacturer,
Instabeat has been developed as the world’s first
waterproof heart monitor, mountable on goggles
and capable of providing swimmers with real-time
visual feedback on their swim to help them reduce
their drag.
Despite the home-grown inspiration, the smart
fitness device has attracted more international
acclaim and interest as opposed to local, as
the first batch of the product is planned to be
shipped out to 47 countries worldwide, targeting
international sports consumers.
Depending on international sales success, Instabeat
may also explore similar wearable technologies
for other sports including skiing, bicycling and
running.
Instabeat’s application and initial success highlights
the criticality of line of sight, and how it can also
threaten smart fitness bands as the more dominant
form factor for sports and fitness as well.
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Less time for smart watches
We expect smart watches to sell approximately two
million units in 2014, typically priced at $150-$300.
They are likely to remain specialist devices and be
outsold by smart glasses over the long term45.
This may seem counter-intuitive. After all, the value
proposition for watches is well established. People have
worn watches to tell the time, and to display status or
wealth, for hundreds of years. By comparison, attaching
a screen to a pair of glasses and then talking to the
device may seem unnatural.
But arguably checking information on a wrist is a
declining practice, whereas putting information in
our line of sight, either via smart glasses or by placing
a smartphone in the field of view, is an emerging
one. Watches mattered from a practical perspective
when they were the only way to tell the time46. Today
smartphones have assimilated most of the functions of
an advanced wristwatch, and synchronize the time with
mobile networks which rely on atomic clocks47. If users
glance at their smartphone 120 times each day, they
should already have a pretty good idea what time it is.
Further, there are a host of other displays that show the
time, from PCs to ovens, and the need for a wristwatch
is diminishing especially among young age groups48.
Conversely, integrating smartphone functionality
into a device that fits on the wrist is challenging, and
entering data on small panels is tricky. Smart watch
screens are small relative to those on smartphones, so
the smart watch has to act as a companion device to a
smartphone. Further, traditional watches trade on their
ability to go for long periods without requiring a new
battery or winding up, and smart watches that are not
based on e-ink may need charging every day.
Incorporating smartphone capability into a watch is
not cheap, and while a $200-$300 smart watch may
cost less than smart glasses, there is likely to be little
incremental benefit from having a smart watch in
addition to a smartphone49.
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Middle East: fashionably late
Although the incremental benefit of a smart watch
may be marginal, and users may not glance at them
as frequently to tell the time, on the wrist they are the
most visibly displayed form factor for the longest period
of time. For this reason, consumers in the Middle East
are more likely to buy into their aesthetic value as a
fashion or status symbol50 51, with the desire of being
seen as trendy and cutting edge. At least in the Middle
East, design for this form factor is the critical success
factor and of paramount importance.
However, designs of smart watches today are seen
to be on the bulky side and still have some way to
go before they match up to the higher aesthetic
standards traditionally required from wrist watches52.
Consequently, Middle East consumers have not so
far bought into smart watches, which has reflected
in disappointing sales in the region for smart watch
makers53. Smart watches therefore have to be more
pleasing to the eye, more ‘sleek’ and stylish if they are to
appeal to Arab consumers. After all, the Arab consumer
has to look good. Until designs improve, local uptake is
therefore likely to take its time.

Bottom line
Wearable computing is a tantalizing and lucrative market, which is presently characterized by a degree of uncertainty.
A significant grey area is regulation, which has a major bearing on the potential market size. For example, there may be questions
about the usage of smart glasses, which potentially enable anything heard or seen by a smart glasses user to be captured, shared and
archived54. However smartphones already have a similar capability to capture video, stills and audio, so smart glasses’ ramifications on
privacy are not wholly new55.
Smart glasses may well get prohibited in some environments – such as in some schools, courtrooms, board rooms and golf courses,
where smartphones are already banned – but that still leaves many other places where they could be used. It is worth considering
that in some venues, such as restaurants and clothes stores, taking photos is actively encouraged and the quantity of photos taken,
shared and rated is considered a positive.
Smart glasses are unlikely to be allowed when driving. In some jurisdictions, current laws make it explicitly illegal to have a monitor
capable of displaying video in the field of view of a driver56. It is not necessary for the police to prove that the driver was watching
video instead of the mapping function: merely wearing a device with the capability is against the law.
A key imperative for all wearable device manufacturers is the need to foster app development: having a large range of apps will be
core to the devices’ utility57. A challenge will be to get developers to create apps for a category of device with relatively few users. For
smart glasses, apps would need to be built from scratch: existing apps cannot be used for glasses, which are fundamentally different
from a smartphone or tablet. That said, early adopters tend to have a high propensity to purchase apps, and so may be a small but
lucrative market58.
As well as apps, another ancillary market will be in complementary devices. For example, one device combines with smart glasses to
enable remote control of devices, such as television sets59.
The capability of wearable devices is likely to improve continually, but expectations should be set carefully. There are fundamental
constraints of battery technology, acceptable weight and the bulk of wearable devices. This means that some notions, such as full
screen augmented reality built into a regular pair of sunglasses, priced at $500 and with integrated 4G, is many years off – and may
never be realized.
Trends such as the ageing of many nations’ populations, widening cellular connectivity, and the move towards telemedicine (for
more information, see the 2014 Prediction: eVisits: the 21st century housecall) may signal significant opportunities for wearables
in the medium and long-term. Wearables may serve as sensors that are always in close proximity to the user, and could become a
new communications platform providing larger images to those with dimming sight, or text messages to those with failing hearing.
The combination of sensor, actuator and communicator may prove to be a compelling value proposition to patient, physician and
insurance companies alike.
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Middle East perspective
The Arab youth are well characterized as early technology adopters60, with clear enthusiasm and interest in the new digital form
factors represented by wearable technology.
However, as wearable devices come into the local market place, a range of issues and obstacles present themselves. The first, from
a consumer perspective is economic. Most consumers are price sensitive and will certainly be restricted by their budgets, limiting
their ability to adopt wearables in the short-term.
The local internet and telecommunications infrastructure in the region also needs to be more developed, in terms of internet speed,
coverage and capacity, as it is in Western markets. All three technical factors need to be in place if users are to enjoy the full range
of capabilities that wearable technologies can offer.
Another unknown is the reaction by society and government once the new technologies take hold. Will authorities in the Middle
East fear or embrace the use of wearable devices? Will consumers be responsible with their new gadgets? Although camera and
smart phones are prolific in the region today, they had been the source of much controversy stirred in the past. The fact that
smart glasses enable pictures to be taken more seamlessly with the wink of an eye is one example that could reopen the debate,
especially in a region traditionally more conservative and private than the rest of the world. Middle East authorities should be wary
of this and work with other governments to establish a common regulatory framework and set of usage standards which are in the
best interests of all.
Conversely, time and time again, the region is also well known to adopt methods, standards, tools and technologies once they are
proven in the Western world, even if it is at a slower pace in many cases. With all six GCC governments leading strong mobile and
e-government initiatives to improve their complete spectrum of government services, from utilities, transport, police, customs and
municipalities to health services, bill payments, education, research and gathering citizen feedback61, the public sector could even
be one of the primary drivers behind wearable adoption.
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