


Virtual and augmented reality

Sciencefiction is becomingfact asAugmentedand

Virtual Reality(AR/VR)enters our daily lives. The

arrival and disappearanceof 3D television was a

falsedawn,but signalledthe beginningof a newera

that is resulting in consumers and businesses

around the world engagingwith AR and VR in

combinationwith smartdevices.

Despitethe still emergingnatureof the technology,

companiesand investors are already identifying

potential industries that could benefit from

integration with AR/VR. Manufacturing and

healthcare are two vertical industries that have

made significant headway in applying AR/VR

technologiesto their day-to-day work processes.

Theresult hasbeengreaterefficiency,productivity

and employeesatisfaction. In addition, investment

flows reveala preferencefor ARover VR. Thismay

be correlated to prioritising industries as

commercialisationtakeshold. Theaimof this white

paperis to highlightrecentdevelopmentsunfolding

across industries, companies and sub-sectors in

AR/VR.

Hampletondirector, JonathanSimnett, predictsthat as the sector developsthere

will be a reallocationof interest amongstthe tech giantsto more software-based

companiesasthe market for hardwareproductionstabilises.ά¢Ƙƛǎshift will seean

overall increasein M&A, as companiesbegin to fully commercialisetheir VR/AR

offeringsat speedandlookfor opportunitiesto leveragehardwareinvestments.έ

Jonathan Simnett
Director
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Highlights

Newplayersin anoldgame

Amongstthe tech heavyweightsand hot start-ups,

global companiesCisco,HP and Accentureentered

enterpriseVRin 2H 2017. CiscoSparkis testinghow

peoplecanstart to collaboratein the real world and

has launchedthe CiscoSparkapp availablein the

Oculus store. As one of the largest professional

services and digital agencies in the world,

!ŎŎŜƴǘǳǊŜΩǎentranceinto extendedreality is a large

leap in the right direction. Whileconsumeradoption

has been slow, enterprise solutions is driving the

adoptionof AR/VR. Enterpriseswill chooseto invest

thousandsof dollarson a MicrosoftHoloLensheadset

which could result in savingthem millionsof dollars

in costsof trainingemployees. Otherenterprisesmay

alsochooseto use5ŜƭƭΩǎ$400Windowsmixedreality

headset,for example,to train someoneto drive a

forklift. The majority of VR growth is likely to be

driven by start-ups building revenue-generating

businessesfor specificindustrysectors. Thistrend is

likely to continue as enterprisesembracethe new

Microsoft Windows Mixed Reality headsets,which

offer lower pricesandeasiersetup. Advancementsin

display technology are largely responsiblefor the

47% growth in the tethered head-mounted display

category. Finally,the recent announcementsof new

all-in-one,standalonedevices,suchasOculusGoand

HTCViveFocus,bodeswell for VRthisyear.

2 | AR/VR M&A Whitepaper May2018



DistributionServices

Techand entertainmentcompaniesalikeare pushing

ahead to encourageconsumersto experienceand

adoptAR/VRproducts.

Sub-sector breakdown

Hardware

Theglobalmarketfor smartaugmentedrealityglasses

isexpectedto reach3.5 millionunitsby2020.

Å Driven by workflow transforming applicationsin

the enterpriseandindustrialsectors.

Å Enterprisesector: smart glassesalongwith smart

phonesandtablet PCswill evolveinto the modern

ǿƻǊƪŜǊΩǎsecondbrain and help enterpriseARto

bring in rapid improvements to employee

productivity.

$0.9bn

$2.5bn

2016 2020

Global healthcare software development 
market

$ billions

28.6% 
CAGR

SoftwareDevelopment

One of AR/VR software development biggest

marketsisglobalhealthcare.

Å Triplein sizefrom 2015to 2020.

New all-in-one standalone devices 
consumers will find easy to adopt. 

2020

3.5m 
units
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The majority of ±wΩǎgrowth has been driven by

start-ups building revenue-generating businesses

for specificindustry sectors. This trend is likely to

continue in 2018 as enterprisesembracethe new

Microsoft WindowsMixed Realityheadsets,which

offer lowerpricesandeasiersetup.

Entertainment

Hollywoodis embracingAR,VRand mixed reality,

with acceleratinginvestmentby the entertainment

sector. StarsWars augmentedreality app, stickers

and posters is a testament to the rising use of

AR/VRexperiencesthat will help drive consumer

interest in AR/VR. Major Hollywood players

adopting the technology include AMC, Disney,

DreamWorks Animation, HBO, Netflix, Sony

Pictures,andViacom.

Retail

Amazonispursuingaugmentedreality tech to fuel a

new focus on auto parts. The e-commercegiant

alreadyusesARtech for its retail businessthrough

its iOS and Android apps, allowing customersto

project renderingsof furniture and electronicsinto

their homes.

Healthcare

When it comesto start-ups in AR/VR,healthcareis

the hottest new sector in 2018. From genetic

research and emergency room management to

clinicaltrials,virtualnursesanddrugdiscovery,

Vertical industry applications

these new technologies are already creating new

applicationsin healthcare. Usersof medicalVRhave

said that hospital experiencecan be improved, but

alsolower the costof care.

Manufacturing

Using augmented reality in the manufacturing

industry can help companiessolvethe most complex

challenges. .ƻŜƛƴƎΩǎcaseof bringingGoogleGlassto

the wire assemblyprocessof their 787-8 Freighteris

the top highlight.

BeforeARtechnology,.ƻŜƛƴƎΩǎemployeesneededto

continuouslyconsulta laptopto ensurethat numerous

wires were correctly assembled. The processcaused

fatigue in employees and was time-consuming in

general.

With ARheadsets,theŎƻƳǇŀƴȅΩǎemployeesnowhave

the sameinformation right before their eyes,making

.ƻŜƛƴƎΩǎwire assembly process faster and more

comfortable. They can also issue voice commands

convenientlyand aska colleagueto join theƘŜŀŘǎŜǘΩǎ

videostreamto assistwith complextasks.

Asa result, augmentedreality manufacturingreduced

.ƻŜƛƴƎΩǎwire assemblyprocesstime by25percentand

lowered errors to nearly zero percent. More so, the

solution significantlyimproved employeesatisfaction

and,consequently,employeeretention.

4 | AR/VR M&A Whitepaper May2018



Keyattributes

Theacceleratinggrowthof the globalARandVRmarketscanbeattributableto keyunderlyingfactors:

Å Increase in the awarenessabout AR and VR

technologiesamongconsumers

Å Massscaleadoptionof AR/VRin variousindustry

verticals

Å Integration of AR/VRto create mixed reality for

future applications.

Global market trends

$4bn

$161bn

2016 2022

AR global market size

($ billions)

$2bn

$17.8bn

2016 2022

VR global market size

($ billions)

85.4% 
CAGR

44.5% 
CAGR

Å Definitive presenceof smart phonesand tablet

computers

Å Highmobilityandversatility

Å Increasinginterestof largetech corporationsand

technologicaladvancement.
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Geographical breakdown

North America APAC

¦{! ǎǘƛƭƭ ŎƘŀƳǇƛƻƴǎ Ім ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ !wκ±w 
market, driven by huge R&D investments

Fastest growing regional market, by their increasing 
adoption of smartphone-based AR/VR games

Hardware segment: most prominent companies are 
USA-based, cultivating further AR/VR growth in the 
North American region

Growth in this space has been facilitated by:
Å Digitalizing lifestyles
Å Low-cost smartphones
Å Commercialisation of AR/VR head-mounted 

displays
Å Expanding middle class population demanding a 

more engaging virtual experience of the digital 
world

Non-USA based companies have significant presence 
in USA due to manufacturing facilities and R&D bases

Presence of big players in APAC e.g. Samsung 
Electronics, Sony Corporation, HTC Corporation, 
expected to push growth in this region

USA delivered more AR/VR revenue than China in 
2017, but in the next 5 years Chinese growth could 
dominate the market long-term by a significant 
margin.

China expected to play an important role due to 
well- established manufacturing and engineering 
sector

Europe: a risingstar

Amongstall the action in theǿƻǊƭŘΩǎbattleground,Europeis set to becomea globalVRleader. A recent studyby

Ecorys, a Europeanresearchfirm, projectsthat by 2020the productionvalueof AV/VRwill increasebetweenEUR

15-34bn in Europeand will create up to 480,000 jobs acrossthe continent. This economicup-scalewill place

9ǳǊƻǇŜΩǎAR/VRmarket first-in-class. Thisis supportedby9ǳǊƻǇŜΩǎlong-standingfoundationsof VRresearchand

manufacturing,highly-skilledworkforce,strongcreativeindustryandculturaldiversity,creatinga clearcompetitive

advantageandmarkingitspositionasan important playerin the globalVRindustry.

6 | AR/VR M&A Whitepaper May2018



AR/VRInvestment overview

Fundraising trends

1.  Investment has seen a significant rise as the 
industry begins to gain traction

5.  2018 is a transitional year and, as expected, 
overall deal volumes declined slightly in the short-
term as VCs and corporates look to medium-term 
mobile AR and long-term smart- glasses growth

2. Start-ups raised a record $3.6 billion from VCs and 
corporates in last 12 months to the end of Q1 2018. 

6.  Early-ǎǘŀƎŜ ǘŜŎƘ ƳŀǊƪŜǘǎΩ ƳŜƎŀ-rounds take the 
ƭƛƻƴΩǎ ǎƘŀǊŜ ƻŦ ŘƻƭƭŀǊǎ ƛƴǾŜǎǘŜŘ

3.  Over $750m was invested in Q1 2018 alone
7.  Q1 2018 provided further big rounds for Magic 
Leaps ($461m), Improbable ($502m), Niantic 
($200m), and Unity. 

4. There has been a fundamental transition in the 
fundraising market from VR to AR, specifically into 
very-early stage dynamics of mobile AR. As 
anticipated at the start of 2018, this has been driving 
an acceleration of fundraising trends

8.  Investors favour AR over VR. VR start-ups have 
found the fundraising environment challenging since 
mid-2017. This is possibly due to high friction on 
ǳǇǘŀƪŜ ŦǊƻƳ ŎƻƴǎǳƳŜǊǎΣ ŘŜƭŀȅƛƴƎ ±wΩǎ ƳŀƛƴǎǘǊŜŀƳ 
adoption.
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Investors
Investments

2012-2018 YTD AR/VR Funding

37
Meta AR hardware and software developers
Jaunt VR Cinema developers

Emergent VR software developers

24
MindshowRealities VR software engineering

TheWaveVrMusic festival VR 

SculptrVRVR architecture design

24

Limitless Cloud-based VR software

The Rogue Initiative VR Cinema 

developers

MindeskVR software developers

13
InstaVR VR software developers

VizorVR hardware and software developers

ImmersvVR hardware and software developers

11
VREAL VR software developers

Scope AR AR software developers

SimbeRobotics development

11
Applied VR Healthcare VR software developers

IrisVRVR software developers

FantasmoStudios 3D AR developers

10
Fishbowl VR VR software testing

FoveEye-tracking VR hardware developers

Psychic VR Lab VR and AI software developers

Top investors

Source: CB Insights
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Company Total funding ($m) Abstract

1,888 Wearable cinematic VR technology

689 VR/AR game development

275 Enterprise augmented reality

225 AR games for mobile

216 Imaging technology for VR

115 VR broadcasts for live events

110 Image recognition for AR

109 VR technology for neurorehabilitation and gaming

107 Cinematic VR technology

100 Connected toys

Top funded AR & VR start-ups

Source: CB Insights
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Top Players ςAugmented Reality

MagicLeap

One of the most funded start-ups is Magic Leap,

basedin Florida. Theyspecialisein the development

of a ΨǇƘƻǘƻƴƛŎŎƘƛǇΩwhich uses digitally rendered

photonsto supplementreality. DespiteMagic[ŜŀǇΩǎ

secrecyin its product, it has receivedan impressive

$1.4 billion total fundingafter its seriesCround,with

significant investments from Google in 2014 and

Alibabain 2016. Thecompanyisexpectedto enter its

seriesD round in the comingmonthswith a possible

valuation of $6-8 billion. However, the increased

pressurefrom competitorsandinvestorsto seea final

product have been noted, with Magic Leap

reportedly aiming to have a prototype product

releasedby late 2017to early2018.

Microsoft

Oneof the most renownedsoftwaredevelopment

companiesjoined the race to becomeone of the

leadersin AR/VR. Microsoft developeda headset,

HoloLens, describing its approach as a mixed

reality. It incorporates both AR and VR in its

philosophy and works on games,apps including

developinga demo ARversionfor their messaging

serviceSkypefor HoloLens.

Niantic

DƻƻƎƭŜΩǎspin-off project Niantic has evolved as an

independent and innovative company focused on

creating augmented reality games. Niantic is the

creator of PokémonGo, which will be followed this

year by a Harry Potter-themed AR game, Wizards

Unite. Thekeycharacteristicof their ARgamesis that

it makespeople go outside, explore the real world

and discoveraugmentedreality interactionsin select

locations.

INDE

A UK-basedcompanythat holdsseveralpatentsand

awardsin ARtechnology. INDEdevelopsa rangeof

ARsolutionsfor smartphonesandlargescreen,with

a blue chip customer base including National

Geographic,20th Century Fox, UniversalStudios,

SmithsonianMuseum,andWWF.

Vuforia

Vuforia is the mastermind behind the most

frequently used software developmentkit for the

developmentof ARrealitygamesandapps. It allows

developers to create marker-less and location-

basedARinteractionsand experiences. In addition,

its APIswork with a rangeof commonprogramming

languagessuchasC++,Javaand.Net. It canbeused

to createboth hybridandAndroid/iOSnativeapps.
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Top Players ςVirtual Reality

Google

Googlehas been one of the first movers in this

spaceand has made ground-breakingprogressin

both AR and VR. In 2013, it developedthe first

commercialmodel of smartglasses, GoogleGlass.

Despitefailing to gathermomentumin the saleof

GoogleGlass, Googleneverthelesshold a dominant

position in the hardwaremarket. Its next product,

GoogleDaydreamheadset,helpssmartphoneusers

experience VR games and movies and is the

cheapestVR headset which works with Android

smartphones,originallypricedat $15.

HTCVIVE

HTCVIVEsupport and developthis spacein many

forms. Their most visible efforts to encourage

developmentin VRtechnologyis their VRheadset.

However, they have also created an AR/VR

acceleratorprogramme,VIVEX, through which it

investsin start-ups that havethe potential to add

valueand innovationto this technologyfield. VIVE

Studiosis a platform for talented developerswho

gainaccessto the full know-how of the companyto

create valuable and useful VR apps and

experiences.

Oculus

The Oculus Rift is one of the best known VR

headsetsavailableon the market. ThePC-tethered

headsetis capableof offeringhighlyimmersiveand

realistic VR experiences. Their official Rift

Experiences includes a varied catalogue of

products,both free and premium,categorizedinto

games,moviessports,music,travel,documentaries

andhistory,entertainmentandapps. Oculusjoined

up with Facebookto launch a new product this

year,OculusGo,whichallowspeopleto experience

virtual reality without a computer. Theyhopetheir

new product launchwill facilitate a massadoption

of VRamongstconsumers.

SamsungGearVR

{ŀƳǎǳƴƎΩs headset was created in collaboration

with Oculus,but the companybestknownfor their

smartphonemanufacturinghas launchedits own

platform where headset owners can discover a

variety of content, create their own with the

Samsung360cameraandshareit with other users.

SpaceVR

SpaceVRstartedanambitiousproject,consistingof

astronautsand ex-NASAemployees,to install 4K

360-degreecamerason satellitesand deliverhigh-

qualityVRimagesof the Universeto usersdownon

Earth.
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Notable Acquisitions 

Top acquirers Target Target abstract

SensoMotoric Instruments GmbH

FlyBy Media

EmotientInc.

Sensor-based eye tracking systems

Mobile virtual reality software

Facial recognition & analytics SaaS

Owlchemy Labs

EyefluenceInc.

Thrive Audio

Virtual reality-based online video games

Sensor-based eye tracking systems

Virtual reality headphone system

SimplyGon 

Mojang

3D optimisation software & SaaS 

Swedish video game developer

TheEyeTribe.com 

Two Big Ears Ltd.

Surreal Vision

Sensor-based eye tracking systems

VR audio software & SDKs

3D virtual reality software

Enterspace AB

ePawn

InfinitEyeVR SAS

Location-based VR software development

AR software developers

French virtual reality headset

TGT Studios

ShooterboyEntertainment

Into the VR World

Australian mobile game asset

VR mobile video game asset

VR online retailer

FuzzyCube Software

Dacuda

NorthBit Ltd.

Mobile game development studio

3D software division

Mobile application test & development
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Conclusions & contacts

AR/VRhascomea longwayandeventhoughtherenot hasbeenanΨƛtƘƻƴŜ

ƳƻƳŜƴǘΩyet, confidencein both the technologyaswell asthe usecasesis

growingstronger. SinceAR/VRhasits technicalroots in the gamingindustry

it was foreseeablethat it would get more social(in addition to the very

successfulmultiplayergames). Therefore,rather than one personentering

a virtual world, consumerscan now sharevirtual experiences,addressing

previousapprehensionto the market.

Furthermore,whilst AR/VRwas predominantlyusedto support salesand

marketing,more and more effort now flows towardsAR/VRin supporting

industry and manufacturing processes. Progress is slower than the

optimistshadhoped,yet it seemsto bestrongerandmoresustainablethan

the pessimistspredicted.

You can subscribe to these reports athttp://www.hampletonpartners.com/research

HampletonprovidesindependentM&A andcorporatefinanceadviceto ownersof Internet, ITServices,SoftwareandHigh-TechIndustrialcompanies. Our researchreports

aimto provideour clientswith currentanalysisof the transactions,trendsandvaluationswithin our focusareas.

DataSource: We havebasedour findingson data providedby industry recognisedsources. Dataand information for this publicationwascollatedfrom the 451 Research

database(www.451research.com),a divisionof The451 Group. For more informationon this or anythingelserelated to our research,pleaseemail the addressprovided

below.

Disclaimer: Thispublicationcontainsgeneralinformation only and HampletonLtd., is not, by meansof this publication,renderingprofessionaladviceor services. Before

makingany decisionor takingany action that mayaffect your financesor your business,you shouldconsulta qualifiedprofessionaladviser. HampletonLtd. shallnot be

responsiblefor anylosswhatsoeversustainedbyanypersonwhorelieson thispublication.

©2017. FormoreinformationpleasecontactHampletonLtd.

London
17 WoodstockStreet  

W1C2AJ

United Kingdom

Frankfurt
Taunusanlage1

603629 Frankfurt

Germany

SanFrancisco
1714 Stockton Street  

San Francisco, CA94133

United States

Hampleton produces regular reports on M&A activity in the following sectors:

FollowHampleton

@Teamhampleton

@HampletonPartners

Å Fintech

Å Healthtech

Å Industry 4.0

Å Internet of Things

Å IT Services

Å SaaS and Cloud

Å AR/VR

Å Artificial Intelligence 

Å Automotive Technology

Å Cybersecurity

Å Digital Marketing

Å E-Commerce

Å Enterprise Software

Heiko Garrelfs
Sector Principal
heiko@hampletonpartners.com
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