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US Wireless Market ɀQ4 and 2008 Update

Executive Summary

The US wireless data market continued to ignore the recession doldrums in Q4 2008 and grew 7.3% Q/Q 
and 38.7% from Q407 to reach $9.4B in mobile data services revenues. In 2008, the mobile data 
services revenues reached our original estimate of $34B. Even as the global industry crossed 4B in 
subscriptions and $1T in total revenues, the nervousness due to the current recession has been 
palpable. While the flailing economy has started to hit hard on the wireless data ecosystem esp. the 
ÉÎÆÒÁÓÔÒÕÃÔÕÒÅ ÁÎÄ ÈÁÎÄÓÅÔÓ ÓÅÇÍÅÎÔÓȟ ÃÏÎÓÕÍÅÒÓ ÈÁÖÅÎȭÔ ÒÅÁÌÌÙ ÐÕÌÌÅÄ ÂÁÃË ÏÎ ÍÏÂÉÌÅ ÄÁÔÁ ÓÐÅÎÄÉÎÇ 
overall, just yet. There are sub-segments within mobile data revenue stream that are starting to feel 
the pinch like data card subscriptions and downloadables. Also, in an event of a longer recession, the 
fate of the US mobile industry will be more closely tied to the overall economy this time compared to 
the previous recessions.
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US Wireless Market ɀQ4 and 2008 Update
US Wireless Industry in Recession - A collision of two perfect storms

Back in 2005, we published a paper titled Ȱσ' -(ÉÔÔÉÎÇ ÔÈÅ -ÁÓÓ -ÁÒËÅÔȱin which we presented the case for an explosive market growth in 
the US market riding on the back of 3G and posited that by 2009, US will become the leading nation in terms of the number of 3G 
subscribers. As of 2008, US crossed 100M 3G subscribers catapulting ahead of all industrialized nations in terms of total subscribers (% 
penetration was around 40%). The paper was based on our work in various markets and study of diffusion trends in the global markets. 
That study became the subject of several articles and cover stories and was one of the central documents (including our testimony in 
the case and a report to the President) referred to in one of the most prominent wireless industry cases in front of the US International 
Trade Commission. Our basic thesis was simple - once you have the favorable ecosystem factors in place, the market is ripe for 
explosive growth. 

2008 was a key year for growth in the mobile data services adoption in the US market. The confluence of 3G, better devices and the 
smartphones, and the applications ecosystem set the stage for tremendous growth. We already saw signs of significant user adoption 
and the market grew 7-9% QoQeach quarter in 2008. From almost being in the bottom-most square in 2005(in our 9-box ARPU 
charts), US market gained strength to find itself amongst the leaders by the end of 2008 (more on this in our Global WirelessData 
Market update for 2008 coming out later this month). At mid-2008 point, 2009 looked to be another year of growth and adoption.

(Ï×ÅÖÅÒȟ ÔÈÅ ÃÕÒÒÅÎÔ ÒÅÃÅÓÓÉÏÎ ÉÓ ÎÏÔ ÙÏÕÒ ÐÁÒÅÎÔȭÓ ÒÅÃÅÓÓÉÏÎȢ 4ÈÅ ÐÒÏÂÌÅÍÓ ×ÉÔÈ ÔÈÅ ÅÃÏÎÏÍÙ ÁÒÅ ÓÏ ÄÅÅÐ ÁÎÄ ÉÔÓ ÉÍÐÁÃÔ ÏÎ ÔÈe consumer 
spending and sentiment is so massive that most economists are scrambling to make sense of it. Nobody really has a firm grip on how to 
ÆÉØ ÔÈÅ ÃÕÒÒÅÎÔ ÍÅÓÓ ÂÅÃÁÕÓÅ Á ÒÅÃÅÓÓÉÏÎ ÏÆ ÔÈÉÓ ÍÁÇÎÉÔÕÄÅ ÃÏÍÐÌÉÃÁÔÅÄ ÂÙ Á ÇÌÏÂÁÌÉÚÅÄ ÅÃÏÎÏÍÙ ÈÁÓÎȭÔ ÏÃÃÕÒÒÅÄ ÂÅÆÏÒÅȟ ÓÏ ÔÈÅre is no 
playbook to lean on. We might get lucky and things could turn around in a couple of quarters but things could also take a turn for the 
worst that might take many more quarters to recover. Markets are incredibly volatile and so are the consumers. All consumer 
confidence indices are down to their worst ratings ever (The Conference Board Consumer Confidence Indexwas down to 25 (on a 
relative scale of 100) to reach yet another all-time low in February (index began in 1967)).

So, we stand at the junction of two perfect storms - one that has the promise of an incredible surf to take the mobile industry to new heights 
while the other is hell bent on destroying everything in its path. Will the growth surf be strong enough to absorb the economic tidal 
wave? or will it set us back in time? or will we end up somewhere in between?

The answer lies in how quickly the consumer sentiment and market psychology improves and stays consistently positive over a period of 3-6 
months. If the situation improves in the next 1-2 quarters, the recession will be all but a blip in the overall US mobile data market 
historic charts. If however, this downward spiral continues and the confidence in the markets is not restored, consumers willstart 
cutting some of the discretionary mobile data spending, even cutting down some family lines, and downgrading of mobile plans 
(including data) at an accelerated rate. If it is the latter, we are in for a fundamental reset of the economy as Steve Ballmer eloquently 
outlined in his talk to the Democratic Caucus in Feb.
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