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US Wireless Marketr Q1 2007 Update

US wireless data market continues to grow at a steady pace offsetting any decline in voice revenues. Growth in botheenterpris
and consumer segments resulted in a $5B quarter for the industry (by comparison, in 2004, the total data revenues for tt
year were $4.6B). Given that approximately 60% of the revenues are fromski&@applications and the subscriber
penetration of data services is still low, we remain bullish on the US data market. However, as the subscriber penetratior
crossed 80% this month, the subscriber growth continues to slow down from its highs in 2005.

w US wireless data market got over the $5B mark in service revenues in any given quarter for the first time. Revenues
jumped 12% from Q406 and over 68% from Q106 to approximately $5.5B for Q107.

w Overall ARPU remained at the same levels as Q106 and Q407, which speaks to the value of data revenues in the declin
voice revenue market. While voice ARPU declined 6%, data ARPU rose 46%. The average ARPU in the US stands at $¢
almost 16% of the service revenues.

w The strongest growth was experienced by Verizon whose data revenues jumped 83% from Q106 to $1.6B. While Sprint
leads in absolute data ARPU numbers, Verizon is likely to take that mantle by Q307. Sprint with $9.25 was ahead of
Verizon at $8.7, AT&T at $7.88, antWdbile at $7.5 in data ARPU

w The % contribution of data to service revenues jumped from 11% to 16% during the last year. Verizon leads with 17.4%
with AT&T at 16%, Sprint with 15.7%, anMdbile at $14.4 close behind.

w 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 2009he service data revenues are likely to top $27B in 2007.

w Interms of netadds, the numbers declined 17% from Q406 to just over 5M new subs dropping the rate from
1.92subs/month in 2006 to 1.66 subs/month in 2007. Some of this is expected due to seasonal boost in Q4 however, the
decline in netadds over the course of lastBquarters is indicative of slowing market as discussed in our quarterly
updates last year. With subscriber penetration crossing 80%58uluarters will become the norm rather than the
exception. Carriers will have to focus on increasing customer lifetime value and not rely solely on new subs to boost
revenues.
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The overall subscriber penetration currently stands at approximately 80%.

The top three carriers again surpassed $1B/quarter (in data revenues) mark with ease, in fact Verizon and AT&T crossed
$1.5B mark with $1.6B and $1.5B in data revenues respectively. Apart from Sprint, all remaining top four operators
experienced doublegligit percentage growth.

Verizon narrowed its distance from AT&T. Only 1.5M subscribers separate the two. In Q106, this number stood at 2.8M.
Except for Q406, Verizon has added more new customers every quarter (AT&T took the honors last quarter) for past seve
guarters. Though industry is waiting with much anticipation the releasBladneby AT&T, | mean, Apple, it is not going to
have much impact on the Q2 numbers.

Helioand! Y LJooasted $100 ARPU and 100K subscriber base but the burn rate and Cost of Customer Acquisition remai
quite high.

Though the overall penetration of messaging is around 40%, in terms of total number of messages in the network, US hac
another blockbuster quarter. Verizon with 22.75BVidbile with 16B, and AT&T with 14.23B messages (SMS and Multimedia
messaging) were the leaders. Notica B 0 A f SQa LISNF2NXI yOS gA0K fSaa GKIyYy KI
peers.

Q1 also saw the introduction of MediaFLO from Verizon and Qualcomm with AT&T slated for a Q3 launch-Hlvaudy'B
appears to be disoriented and still looking to move beyond trials to committed launches. Though potential of mobile video
there, we need to be reminded that the current penetration 8% indicating a longpad ahead. However, the user
experience on MediaFLO is stellar and if business models fall in place, the future looks good.

Verizon indicated over 100M in application downloads up over 36% from last quarter. With growth Jcaddtasage and

other data apps, the revenue contribution from n&MS apps is close to 60%. Even with many of the application below 25%
penetration, these trends bode well for the US mobile data industry and the stability of ARPU in general. We expect the ye
to end at approximately $11 in data ARPU or 20% of the service revenues.

Y2y 3ad 20KSNJ AYAGAFGA@GSas !'¢g¢Qa oy lAy3d STF2NI YR =+

WIMAX has started to show on the radar screen though not so much in de€iesswirereported 258K , $32 ARPU, and
$343 in customer acquisition costs. Sprint is planning to launch some UMPCs and data cards with its WIMAX push later tf
year. Despite these launches, position of WIMAX in western markets remains tenuous.
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w As we move into Q2, while Motorola is recovering from R@neis the one to die for though RIM is ahead of the
CURVE,andSt h22&8b Kl a asSiu alAte® b21AFIQa bdoppz [DQa t NIFRIZ |
iPhoneannounced, media rumor mill focused gRhone

w There was tremendous activity in the area of Mobile Advertising. There is a lot of confusion around what it means. All

carriers are active in the space. EveNlidbile is running trials. There is debate around how long the carrier influence
on this segment will last.

w  Though Nokia continues to struggle in the US market, it shipped over 91M handsets worldwide managing a 35.7%
YIEN]L SG akKINS d G0KS SyR 2F vmntr®d® az2i02NRBfl Qa &KIFINB RNERL
seemed to have benefitted from the slump of its rival by upping its mark share by two points to 13.6%. Overall the
handset vendors shipped over 250M handsets in Q107.

w Interms of investment, over $1.6B was invested in wireless related companies/startups in Q107. (Sotlres)

w US wireless carriers maintained their strong showingawiss 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 Q10TS is the only country with 3 operators who generated $1.4B or more in data
revenues in the quarter.

w  For the third straight quarterTMO US outperformed its parent TMO Germany.
w Internet brands with Google and Yahoo in particular are pursuing an aggressive subscriber acquisition strategy.
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