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Executive Summary

The US wireless data market grew 5% Q/Q and 24% Y/Y to exceed $11.8B in mobile data service revenues and thus
exceeded $10B for each of the four quarters in 2009. For the calendar year 2009, the overall mobile data revenues
for the US market grew 29% ending at $44 billion for the year (1% shy of our $44.5 billion estimate ). For the
calendar year 2010, we expect a 20% increase in mobile data service revenues accounting for over $53 billion in
service revenues.

Verizon Wireless edged past China Mobile to become the second biggest mobile data operator by revenues.

The US subscription penetration was approximately 92% at the end of 2009. If we take out the demographics of 5 yrs
and younger, the mobile penetration is 99%.

The messaging volume increased 7% from last quarter catapulting US as the number one texting nation by
messages/user/month going past the long-time leader Philippines.

For the first time in the history of the US wireless industry, the data traffic exceeded voice traffic for the full calendar
year. With almost 400 terabytes of data traffic, it exceeded voice traffic by a significant margin. We expect that the
ratio between the two traffic sources is going to double in 2010.

Apple continued its iTunes juggernaut and if measured by billing relationships (of course not all accounts are mobile)
Apple is now the 10th largest mobile operator in the world.

Q4 2009 reported a 5.9% increase in GDP compared to the 3.5% increase in Q3 when the recession technically ended.
While the overall economy is sputtering towards growth, wireless industry in the US remains vibrant as is evident
by the increase in revenues and netadds which jumped more than 5 million for the first time in 2 years.

http://www.chetansharma.com 2 © Chetan Sharma Consulting, All Rights Reserved Mar, 2010



http://www.chetansharma.com/
http://chetansharma.com/usmarketupdateq109.htm

US Wireless Marketz Q4 2009 & 2009 Update

What to expect in the coming months?
A

Christmas quarter generally yields best results of the year. Though the US mobile industry came out pretty unscathed from the
recession, it will benefit from the improving economy. As such we expect the US mobile data service revenues to gain 20% to
reach $53 billion in 2010. Mobile data will continue to be the engine of growth for the ecosystem providing at least 33% of the
overall service revenues by the end of 2010.

The furious cycle of device releases is accelerating and one wonders if the longevity of each device is starting to shrink as even
the hit devices like Droid and Nexus One are not allowed enough room to fully capitalize on their initial momentum. The app
economy has been expanding as well. Part strategic, part hysteria, everyone is jumping into the pool to tap into the app river to pull
in some revenues or use it more strategically to sell more devices, services, or advertising. (Stay tuned for more research on the
subject in the coming days)

Microsoft is attempting a comeback with its 7 series devices though the delay in handset release as well as the lack of backward

compatibility gives enough time for competitors to pl ancotshei r
for mobile phones (something we have advocat i dleUhtanped Mobile ®atsd h a n
Opportunity. 6 Thi s will enhance user experience and help in extract

From the various announcements this year, we can expect an action packed 2010. However, it will be also an year of shakeouts
with several key M&A transactions that will winnow down the competitive landscape in many segments.

Q1 2010 will also be important from the regulatory point of view with the national broadband plan being unveiled later this month.

With the looming spectrum shortage, regulatory bodies can have a significant impact on the competitiveness of a nation. For
example, in India, regulators havenot #ygearnandilb titieendcontingesta suffeh ei r
from 2G. Similarly, many countries in South America have imposed unnecessary spectrum caps. The industry and regulators need

to work hand-in-hand to make progress beyond speeches and paperwork.

To start planning for 4G, 5G, and beyond, US should think about rolling a 50 year broadband plan. While more spectrum is always
helpful, will we have all the spectrum we need in 20507 or do we need to invent new technologies and business models that use
spectrum more wisely? This topic will keep the industry occupied for some time to come. (Former FCC Chairman, Kevin Martin will
be headlining our Mobile Breakfast Series event on March 10th to discuss the Spectrum Crises).
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