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Amazon Updates Alexa Devices 
On 27 September, Amazon unveiled a comprehensive update to its Alexa platform and 
supporting devices. New products include a revamped Echo, and Echo Plus, Echo Spot, Echo 
Buttons and Fire TV. Our initial analysis is below. 

Insight 

 Amazon has a reputation for forging its own path regardless of the current conditions or 
the weight of investor expectations. In typical fashion, it unveiled a range of new 
hardware and comprehensive updates to its Alexa platform at a small, low-key event at 
its Seattle headquarters, attended by CCS Insight. 

 The scale of the event was inversely proportional to Amazon's ambition. Amazon clearly 
sees an opportunity to maximize its early leadership with Alexa and rapidly build on its 
ecosystem advantage. This is evident in the speed at which it is developing software and 
APIs, the diversity of its hardware, its partnerships and cutthroat pricing. Amazon's 
achievement with Alexa is remarkable and is sure to worry the likes of Apple, Google, 
Microsoft and Samsung. 

 Amazon's broad range of hardware now consists of the Echo, Echo Plus, Echo Show, Echo 
Spot, Echo Dot, Echo Buttons, Fire TV and Fire TV Stick. There are also numerous products 
from other companies. At the recent IFA consumer electronics show we counted at least 
30 third-party Alexa-powered devices (see IFA 2017: Connected Home). Such a diverse 
device portfolio could be criticised as confusing and will certainly need careful 
positioning and marketing. However, we believe Amazon has grown its own range of 
products to precisely cater to each household room and usage scenario, while third 
parties are free to experiment as they integrate Alexa into a slew of products. 

 The broad range reflects Amazon's commitment and poses a challenge to Apple and 
Google to either substantially expand their own hardware or, in Google's case, give 
partners better incentives to do so. Failure to meet this challenge means Amazon will 
continue to enter more homes thanks to a combination of utility, simplicity, choice and 
price. We believe it was little coincidence that a leak emerged about new Google Home 
devices on the same day as Amazon's announcement. 

 Price was among the biggest elements of the new devices. The revised Echo features a 
new, smaller and more attractive design, interchangeable covers, improved speaker 
architecture and Dolby processing for $100. This compares with the previous price of 
$180, Google Home's $130 and $349 for the Apple HomePod. 

 The Echo Plus with integrated smart hub is $150 and is currently bundled with a free 
Philips Hue smart lightbulb. This is an astute move by Amazon and Philips — our research 
shows there is a high propensity for Echo owners to buy smart home devices. But adding 
such a device "out of the box" is a further way of providing extra utility to the Echo while 
starting owners on a smart home journey. We believe Amazon has been surprised by the 
success of the smart home area in Alexa's early triumphs. Indeed, we believe Alexa is 
proving to be a catalyst for interest in the smart home itself, and Amazon is stepping up 
its efforts given this momentum. 

 The decision to integrate a hub supporting Wi-Fi, Bluetooth and ZigBee in the Echo Plus 
is a smart one that reduces complexity for the consumer and substantially widens the 
range of compatible devices. Amazon said that setting up a first smart lightbulb can take 
15 steps. With the Echo Plus, users just have to say "Alexa, discover my devices" to 
connect products using any of the hub's three network technologies. At present, 
standards such as Thread and Z-Wave are not supported without an additional hub. 
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 Amazon is also offering deals to reduce the cost of its Echo products and encourage 
adoption in multiple rooms, as well as gifting. A three-pack of the new Echo comes with 
a $50 discount, and a $100 discount is offered when two Echo Show devices are 
purchased. Bundle deals are also available for the Fire TV, Fire TV Stick and Echo Dots. 

 This underlines the consumption-based business model that supports the hardware. 
Although Google also has a primary business activity — advertising — for its Google Home 
devices, such low-cost hardware is not a strategy it has pursued heavily to date, at least 
not directly under its own brand. Similarly, although Apple has an ecosystem advantage 
that partially insulates it at the high-end, Amazon's cost-based approach could prove 
extremely difficult to compete against. 

 Amazon's announcements also reveal its efforts to broaden the audience, appeal and 
utility of its devices. The addition of free fixed-line and mobile calling matches a function 
launched by Google earlier in the year. However, the launch of a new Echo Connect 
device that plugs into a standard phone line means it can replace a telephone for 
incoming and outgoing calls. Amazon plans to roll this out in the US in December 2017, 
with the UK and Germany following in 2018. Similarly, the launch of Echo Buttons and 
the Alexa Gadgets API means Alexa can be used as a platform for games and third-party 
devices. 

 Although hardware was the centrepiece of this announcement, development of software 
and APIs is moving at a tremendous pace. Amazon stated that it has 5,000 people working 
on Alexa, which is more employees than Fitbit and GoPro combined. This has grown from 
the team of 1,000 that Amazon CEO Jeff Bezos revealed in 2016. Amazon also underlined 
the extent of its developer engagement, stating Alexa has more 25,000 skills, an increase 
from the 15,000 announced in July 2017. Amazon also emphasized it is working on the 
challenge of discovery, with contextual prompts according to user queries. We believe it 
is this investment, coupled with the scale and capability afforded by Amazon Web 
Services, that enables the company to perform so effectively. 

 Amazon is now on its third generation of smart home APIs. They include features designed 
to extend the opportunity for developers, and simplify and hide complexity from users. 
A good example is "implicit targeting", which means when a user asks to "turn off the 
lights", Alexa does so in the room where it is located. A "state" feature means a user can 
ask a quick query such as "is the door locked?", and "routines" enable a series of events 
to happen with a particular command. For example, the phrase "good morning" could 
enable the lights to come on, curtains be drawn and a news update played. Many of these 
appear simple but hide significant complexity. 

 With so many new devices announced, Amazon's agreement to integrate Alexa into BMW 
cars in mid-2018 was almost completely lost. In our view, this would have been better 
placed as a separate announcement, as it is of considerable significance and provides 
more evidence of Amazon's desire to extend Alexa's reach to every aspect of consumers' 
lives. 

 Amazon is making a determined effort to consolidate its lead over rivals such as Apple, 
Google, Microsoft and Samsung. Amazon's first-to-market advantage is reaping clear 
dividends. It is able to price its products keenly, offering hardware is a means to drive 
consumption in multiple areas, be they music or washing powder. This gives Amazon a 
competitive advantage that will challenge competitors as they assess the best way to 
tackle the market opportunity. 


