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The entrance of tech giants and MSOs is raising awareness
of security solutions; new business models are emerging as
a result of changing consumer preferences; and technology
advancements such as AI, video analytics, audio analytics
and voice control are improving the user experience.
Perhaps more than anything, remote access through inter-
active services, home control support for a growing array
of devices, and self-installation options have expanded the
value of residential security systems.

As a result, the security industry is finally able to reap the
benefits of increased security system adoption. While secu-
rity system adoption held steady at 26-27% from 2016-2018,
in 2019 a 5% increase moved the arrow to 32-33%. Further-
more, the professionally monitored industry experienced
significant gains rising from a 24% adoption rate in 2018 to
29% in 2019.

Additional market trends are as follows:

Competition is fierce

Switching and cancellation rates of professional
monitoring subscribers reflect competition and the
perception of some customers that the price/value
equation for professional monitoring is inadequate. 16%
of subscribers switched their pro-monitoring provider,
while 7% of subscribers canceled their pro-monitoring
service.

Smart home device attach rates are strong

Smart home devices are now in over a quarter of all
broadband households. By comparison, a whopping
61% of security system households own a smart home
device.

The security industry remains one of the leading
channels for smart home systems and services, putting
security dealers in a unique position to benefit from
demand for connected living.
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Building on the conversion from legacy to

interactive services, security system providers

additionally offer smart home controls in their

package tiers and individual devices that can be

layered on top of those systems. The integration

of smart home products including lights,

locks, and thermostats provides a significant .. .

opportunity for RMR growth. The security industry remains one of the
leading channels for smart home systems
and services, putting security dealersina
unique position to benefit from demand for

Purchase intentions indicate the connected living.
importance of interactive services, DIY,

|
and smart home devices

76% 76% of security

system purchase
63% intenders want
interactive
services, while
63% want a self-
installed system.
© 2020 Parks Associates
& . W .
»

Though purchase intentions may or may not
be realized, they point to the direction of the
market. DIY, smart home devices and the
ability to remotely control/monitor a system
are all highly important to security system
purchase intenders. 76% of security system
purchase intenders want interactive services,
while 63% want a self-installed system.

Though year-end 2019 results indicate a big

win for the residential security industry, 2020
faces new challenges. The status of the general
economy points to challenging market conditions
as businesses temporarily shut their doors,
employees are furloughed or lose their jobs, and
consumer demand for certain products and
services lessens as disposable incomes diminish.

While consumers may seek to cut household
expenses as a result of the COVID-19 crisis,
security remains top of mind for many
individuals. The percentage of US broadband
households with professional security monitoring
has stayed stable since mid-2019. While new
installs have been challenged by the current
climate, attrition rates have remained steady

through Q2 2020. .
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Residential security’s status as an essential
business has helped shore up its value
during the pandemic. Time will tell on what
impact COVID-19 will have on professional
monitoring subscriptions later this year.

76% of security system purchase intenders
want interactive services.

Home security system ownership (34%)

and professional monitored systems (31%)
continues to increase, showing significant
strides for the industry in the past 3 years.

Consumers report an 8% increased use

of home security products and services
at the end of March 2020, the beginning

of the COVID-19 mandatory lockdown in
most of the US.

NPS scores remain high for professional
security system monitoring services.

35% of broadband households report
they are extremely concerned about their
household’s safety and security. (Q2 2020)

In fact, security subscribers
give their monitoring providers
high marks for how they have
handled the pandemic situation,
particularly compared to other
home service provider types.

The majority of security subscribers are
very satisfied with how security providers
have handled the COVID crisis.

Q00 0060

Implication for Dealers: While 2019 was a boom year for the security industry, dealers will need
to adjust their business strategies to account for the effects of COVID-19. Switching and cancellation
rates illustrate a competitive landscape, with providers poaching consumers once their contract term
is over. Dealers must compete effectively through differentiation and providing excellent customer
service. Keeping clients throughout the COVID-19 crisis is important. Once a client is lost, they are
hard to retrieve. Given today’s market and the difficulty with in-home installations, social distancing,
and consumers being at home most of the day, dealers can work on retaining existing customers
rather than gaining new customers. Furthermore, disposable incomes are diminishing meaning
consumers will have to evaluate if they want to keep their contract after it is over due to costs. The
number one reason subscribers cancel their subscription is due to high monthly fees. This points

to a market ripe for DIY solutions at low costs. Convenience and cost savings are drivers for these
systems. This will be even more true during the economic turbulence of COVID-19. Dealers will

need to evaluate their installation strategies — initiatives such as the “do-it-with-me” movement is
innovative at dealing with the barrier in in-home installation for traditional pro-installers. Though
temporary for some dealers, this may further increase appeal of self-installation. By going through
the process once with a professional, traditional pro-installer customers may find the confidence

to install devices themselves in the future. Dealers will need to plan for the future after COVID-19
clears and evaluate how residential services will change in the long-term.
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% Owning Security System

% of Usage Change

Home Security System Ownership (2013 - 2020)
Among US BB HHs or All US HHs

Home security system ownership Professionally - Monitored security system ownership
50%
4£0%
34%
28%
W% 25% 23% o 25% 26% )
31%
20% 24%
21% 9 21% 21%
18% ’ 19% 18% ’
10%
0%

Q2/2013 Q2/2014 Q2/2015 Q2/2016 Q2/2017 Q2/2018 Q2/2019 Q2/2020

"Q1045. Which of the following does your household currently use?”
Source:Multiple Sur veys: American Broadband Households and Their T echnologies and Core NUMBERS Global F orecasts | © 2020 Parks Associates

Impact of COVID-19 on Service Usage (Q1/20)
Among All US BB HHs Surveyed n=3, 123, £1.75%

50%
B Increase
40% Decrease
30%
20%
10% &2% 30% 29% 29% 21%
o
19%
)
5% f gy
0%
10% Internet video Mobile Online Remote Online Pay-TV Telehealth/  Home
Service conferencing Service video Learning/ Video Service remote doctor Security
or video chat Services Educational Gaming visit Products &
tools Tools Services

"DT9030. How has the coronavirus/C OVID-19 Pandemic impacted your use of the ~ following products and ser vices: “Asked of a Subg roup of USBBHHsn=3,123 |
Source: American Broadband Househoulds and Their T echnologies Q12020 | N=10,026, + 0.98% | © 2020 P arks Associates
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Service Provider Net Promoter Score (2018-2020)
Among US Broadband Households Having Specified Services

Q3/2018 Q2019 [l Q3/2019 [l Q2020
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Consumer Concerns Due to CO VID-19 (Q2/20)
Among All US BB HHs, N = “5,008, +1.38%

Not concerned at all (Rating1-3) Extremely concerned (Rating 6-7)
a Family Member getting COVID-19 22% 48%
Your Children falling behind in School 24% 46%
or graduating on time
Getting COVID-19 26% 42%
Your state or city loosening social distancin
Y requ?rements too sooﬁ ah o
Having COVID-19 unknowingly and passing it 26% 42%
to someone else
Your household’s safety and security 31% 35%
Avoiding social interactions with others 30% 33%
Someone in your household losing their job, 46% 299
or Salary/hours being cut
Getting groceries and others 35% 28%
household supplies
Paying your bills 48% 259%
Keeping yourself or your household entertained 43% 23%
60% 4£0% 20% 0% 20%4% 0% 60%

% Not Concerned vs Extremely Concerned (Rating Level of Concern on 7-pt. Scale)

Note: Among HHs with Kids, n="1,462, +2.56% | “CV2510. How concerned are you about the following?”
Source: American Broadband Households and Their Thechnologies April 2020 | N=5,008,  +1.38% | © 2020 Parks Associates
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Satisfaction with Handling of the COVID-19
Crisis by Service Providers/Businesses (Q2/20)

Among ALL US BB HHs, N =5,008, +1.38%

Terrible (Rating1-3) Extremely well (Rating 6-7)

Your home security provider* (31% of US BB HHs 9% 55%
with security systems service, n=1,533, :2,5% )

Your local grocery stores and pharmacies 7% 53%

Your mobile provider* (90% of US BB HHs with
Mobile service, n=4,484, :1.46%) 7% 46%

Your pay-TV service provider*(61% of US BB HHs with

traditional pay-TV service, n=3,051, +1.77%) 9% 0
Online Retailers 10% 45%
Your internet Service Provider 9% 45%
Local Stores, restaurants, other local businesses 10% L4&%
National Retailers 1% 37%

20%  10% 0% 10% 20% 30% 40% 50% 60%

% Terrible vs. Extremely Well (Rating Level of Satisfaction on 7-pt. Scale)

Note: Among HHs in Specified Groups “CV2530. Again, how well have the following groups handled the COVID-19 crisis?” |
Source: American Broadband Households and Their Thechnologies April 2020 | N=5,008, +1.38% | © 2020 Parks Associates

Consumers are very satisfied with how security
providers have handled the COVID crisis.



MAKE THE MOVE

The countdown is on. Get ahead of the sunset with
Resideo's Competitive Upgrade Program.

AlarmNet® has over 30 years of experience delivering
alarm signals. Give your customers a fully integrated
security solution by converting them to Resideo LTE
Radios. Receive rebates to offset the costs associated
with the sunset. The more services you provide, the
more you earn.

Convert your customers to a Resideo LTE radio
and earn up to a $55 credit to your ADl account.

e ConverttoaResideo LTE Communicator
and get $20

Receive $20 for adding the Smart Security
or Smart Home Package

Receive $15 for adding 7-Day or 30-Day Video Storage HiMatthew,

& notifications tod sy

Visit resideo.com/lteupgrade to learn more about e
our easy to use rebate program. @

Armed Away

resideo

Weather Forecast
© 2020 Resideo Technologies, Inc.




