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US Wireless Market ɀ2006 Update
ω US wireless data market continued its rapid growth in 2006. Wireless data service revenues jumped almost 84% to approximately$15.8B 

(from $8.6B in 2005).  The service data revenues are likely to top $27B in 2007.

ω The average data ARPU climbed 50% while the average voice ARPU declined 7% since EOY 2005. Overall ARPU declined 1% from 2005
levels.

ω The strongest growth was experienced by Verizon which more than doubled its data revenues, up 101%, followed by Sprint up 69%, T-
Mobile up 66% and AT&T (old Cingular) was up 62%. Except for Sprint, rest of the top 3 maintained a double digit growth rate Q-over-Q 
ŦƻǊ ǘƘŜ ŜƴǘƛǊŜ ȅŜŀǊ ό{ǇǊƛƴǘΩǎ ƎǊƻǿǘƘ ǊŀǘŜ ǿŀǎ ƳŀǊƎƛƴŀƭƭȅ Řƻǿƴ ǘƻ ǎƛƴƎƭŜ ŘƛƎƛǘǎ ƛƴ vн ŀƴŘ vо ōǳǘ ƳŀŘŜ ǳǇ ŦƻǊ ǘƘŜ ƭƻǎǎ ǿƛǘƘ ŀ м9% increase in 
Q4).

ω The top three carriers again garnered over $1B/quarter in data revenues for the second straight quarter, with Verizon coming out on top 
with $1.4B followed by AT&T at $1.3B.

ω The US market added approximately 23M new subscribers or 1.92M subs/month. This puts the market at approx. 78% penetration. We 
will start to see the decline in market growth from here on.

ω CƻǊ ǘƘŜ C¸нллсΣ ±ŜǊƛȊƻƴΩǎ Řŀǘŀ ǊŜǾŜƴǳŜǎ ǿŜǊŜ ŀǘ ϷпΦп.Σ !¢ϧ¢ ŀǘ ϷпΦнр.Σ {ǇǊƛƴǘ bŜȄǘŜƭ ŀǘ Ϸп. ŀƴŘ ¢ah ¦{ ŦƛƴƛǎƘŜŘ ǘƘŜ ȅŜŀǊ ŀǘ Ϸ1.6B. 

ω Verizon continued to dominate the 2006 ARPU sweepstakes with approximately 16% of its revenue coming from data services followedby 
Sprint and AT&T at 14.6%, and TMO US close behind at 13%. The average data ARPU is no at 14.5%. Sprint maintained its leadership in 
terms of raw data ARPU at $8.75. In fact, its CDMA data ARPU topped $12.

ω Verizon gained the most number of customers in 2006 with 7.7M net adds followed by AT&T at 6.9M and TMO at 3.3M. Sprint at 1.6M,
and Alltel with 1.56M rounded up the top 5.

ω US 3G subscriber base continues to grow ςǇǊƛƳŀǊƛƭȅ ŘǳŜ ǘƻ ǎǘǊƻƴƎ ǎƘƻǿƛƴƎ ōȅ ±ŜǊƛȊƻƴ ŀƴŘ {ǇǊƛƴǘ bŜȄǘŜƭΩǎ ŀƎƎǊŜǎǎƛǾŜ ǇǳǎƘΦ !¢ϧ¢ ŀlso 
covered significant ground while TMO is expected to join the fray by EOY 2007. As discussed in our 2005 paper, 2007 is priming to be the 
inflection year for 3G in US (and Europe). At the end of 2006, 3G penetration stood at approximately 10%.

ω US Off-net revenues for the year exceeded $750M. 

ω In 2006, Data ARPU of CDMA/EV-DO carriers was 21% higher than GSM/WCDMA carriers. 

ω Several high-ǇǊƻŦƛƭŜ a±bhǎ ǿŜǊŜ ƭŀǳƴŎƘŜŘ ƻǾŜǊ ǘƘŜ ŎƻǳǊǎŜ ƻŦ ƭŀǎǘ ȅŜŀǊ ŀƴŘ ǘƘŜ ƻǾŜǊŀƭƭ ǊŜǎǳƭǘǎ ƘŀǾŜƴΩǘ ōŜŜƴ ŦŀǾƻǊŀōƭŜ ǇǊƛƳŀǊƛƭȅ Řue to 
ǇƻƻǊ ŜȄŜŎǳǘƛƻƴΣ ƛƴǎǘŀƴǘ ŎǊƻǿŘƛƴƎ ŜŦŦŜŎǘΣ ŀƴŘ ŎƻƳǇŜǘƛǘƛƻƴ ŦǊƻƳ ōƛƎ пΦ aƻōƛƭŜ 9{tb ǿŀǎ ŦƛǊǎǘ ǘƻ ōƻǿ ƻǳǘΦ IŜƭƛƻ ŀƴŘ !ƳǇΩ5 ƘŀǾŜ ōoasted 
$100 ARPU and 100K subscriber base but the burn rate and Cost of Customer Acquisition remains quite high.

ω
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US Wireless Market ɀ2006 Update
ω US wireless carriers maintained their strong showing vis-à-vis their peers worldwide. Verizon, Cingular, and Sprint maintained their ranking # 4, 5, 

and 6 respectively, amongst the top 10 operators worldwide in terms of total wireless data revenue generated for 2006.  US isthe only country 
with 3 operators who  generated $4B or more in data revenues in 2006 and are going over $1B/quarter now.

ω For the second straight quarter- TMO US outperformed its parent TMO Germany 

ω ¢ƘƻǳƎƘ ƳƻōƛƭŜ ŜƴǘŜǊǇǊƛǎŜ Řŀǘŀ ƎǊƻǿǘƘ ŘƻŜǎƴΩǘ ƳŀƪŜ ƘŜŀŘƭƛƴŜǎΣ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ǎǘŜŀŘȅ ƎǊƻǿǘƘ ƛƴ ŘŜǇƭƻȅƳŜƴǘǎ ŀƴŘ ǊŜǾŜƴǳŜǎ ƎŜƴŜǊŀǘed for 
carriers and product vendors. Verizon alone reported over 33% of its data revenues or $462M from the enterprise users in 4Q06.

ω In terms of wireless investments, over $6.4B was invested in wireless related companies/startups in 2006. Source: Rutberg. Mobile TV/Video, 
Mobile Personalization, Mobile Search and Advertising, Semiconductor, Carrier infrastructure, Device design and development are hot areas. 
M&A activity also picked up quite significantly. 

ω For the year 2006, mobile shipments eclipsed 1B mark for the first time with Nokia leading the way at over 347M in phone sales.

ω Smartphone penetration increased into double digits and is slowly approaching the inflection point.

ω 2006 started the realignment for "quad-play" and "quintuple play" positioning in the market. Clearly, bundling enhances life value of the 
customer and lowers churn but do you do it through partnership or investment is the question on the table.

Global update (more details in our worldwide data market update coming out soon)

ω The worldwide markets ended with approximately 2.6B connections and are going to top 3B by end of 2007. Significant growth iscoming from 
India and China with India registering an astounding 7M net adds every month now. China is close behind at 6M/month. Overall,the world 
market is slowly approaching 50% penetration (should reach the target in first half of 2008) with approx. 41% penetration at the end of 2006.

ω NTT DoCoMo became the first carrier to cross $10B/yr in data revenues for 2006. It was followed by China Mobile at $8.6B.

ω Worldwide Handset market share 2006: Nokia maintained its number one position with 36% market share. Motorola increased its market share 
by 4 percentage points to 23%, Samsung dropped a point to 11%.  Sony Ericsson edged past LG with 9% while LG dropped to 6%.  Nokia shipped 
ƻǾŜǊ мллa ƘŀƴŘǎŜǘǎ ƛƴ пvлс όŀ ŦƛǊǎǘ ōȅ ŀƴȅ h9aύΦ  bƻƪƛŀΩǎ !{t ŘǊƻǇǇŜŘ ōȅ Ϸн ŦǊƻƳ 9h¸ нллр ǿƘƛƭŜ aƻǘƻǊƻƭŀΩǎ ŘǊƻǇǇŜŘ ōȅ ŀ ǿƘƻǇǇing$27 
putting the company in struggle mode. Sony Ericsson bucked the trend and increased its ASP by $17 showing a strong comeback. 

ω Most of the major carriers around the world have double digit percentage contribution to their overall ARPU from data services. Operators like 
KDDI, DoCoMo, and O2 UK are topping 30%.

ω /Ƙƛƴŀ aƻōƛƭŜ ōŜŎŀƳŜ ǘƘŜ ǿƻǊƭŘΩǎ Ƴƻǎǘ ǾŀƭǳŜŘ ƻǇŜǊŀǘƻǊ ǎǳǊǇŀǎǎƛƴƎ ±ƻŘŀŦƻƴŜΦ
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2007 ςEarly signs

ω iPhoneΥ ²ƘŀǘΩǎ ƛƴ ȅƻǳǊ ǇƻŎƪŜǘΚςThe launch of iPhoneafter years of rumors captured the imagination and headlines of the industry. 
The bar has been raised.

ω Mobile Advertising ςTremendous activity (trials and press releases) in this area though there is confusion in the industry w.r.t the 
definition and the standardization process.

ω LBS, GPS, and Navigation ςIt is becoming mainstream. What! We will have to pay for it?

ω Enterprise Applications ςMobile Enterprise sector is quietly making strides with mobile becoming an integral part of corporate IT 
strategy though several challenges remain.

ω Emerging Markets ςGrowth is in emerging markets but who gets to make money?

ω Content Interoperability ςAccess to content across devices and networks is a challenge.

ω ConvergenceςMobile is converging with Net, Net is converging with cable, wireless phone is converging with desktop phone, voice is 
ŎƻƴǾŜǊƎƛƴƎ ǿƛǘƘ ŘŀǘŀΣ /.{ ƛǎ ŎƻƴǾŜǊƎƛƴƎ ǿƛǘƘ ¸ƻǳ¢ǳōŜΣ {ƪȅǇŜ ƛǎ ŎƻƴǾŜǊƎƛƴƎ ǿƛǘƘ vǿŜǎǘΣ Χ ȅƻǳ ƎŜǘ ǘƘŜ ǇƛŎǘǳǊŜΦ

ω Others to watch ςNFC, WiMAX, FemtoCells, Mobile IM, 4G, Mediaflo.
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US Wireless Service Data Revenues 
(2004-2007)
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