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As more mature mobile markets US and
Japan continue to grow, it is an
interesting comparison to see how China
and India stack up.

With very high mobile penetration US and
Japan markets are now witnessing
intense  competition  for  customer
retention, more than acquisition — noftice
large cash-backs 1o mobile customers at
DoCoMo. CAPEX pressures are high in
Japan and US as multi-band LTE gear is
still peaking

At 760 mil subscribers China Mobile is still
the largest mobile operator and with 190
mil 3G subscribers, presents an interesting
case of scaled 3G network operations
China Mobile 2014 RAN Capex (44% of
overall Capex) higher from 2013 (40% of
overall Capex). Transmission Capex
down from 37% to 28% (of overall capex)
OTT substitution noticeably high for all
markets, voice revenues flat to low
growth or drop in most cases, messaging
revenues are down.

Coverage, capacity consumption
demands up, revenues challenged by
competition, tariff wars for all markets.
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INDIA AND TOP 3 MARKETS -SMARTPHONE PENETRATION
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INDIA AND TOP 3 MARKETS — MOBILE ARPU TRENDS
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Japan and US are batiling plateauing
revenue generation per subscriber after the
historic 2010 period. To a large extent the
dynamics of a bundled market play intfo the
hands of the operators, creating a natural
barrier to churn.

However while contfract subscribers may stay
back, they may still drive volumes on OTT as
all leading networks show data volume
growth (see next slide) but fail to contribute
to revenues.

Competitive pressures are so intense in
Japan that SoftBank finds it more valuable to
enter US market with a big-ticket Sprint
acquisition to grow as saturated Japanese
markets may no longer offer growth
opportunities.

After bottoming out, Indian tariffs increased
thereby building up ARPU somewhat

reversing a downward trend. Yet if you look 5

at the massive investments required for 3G
expansion, LTE inception, new spectrum
acquisition and relief from current debt
levels, it will continue to be an uphill ride for
Indian CSPs unless new ARPU growth comes
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INDIA AND TOP 3 MARKETS -MOBILE DATA USAGE
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US mobile data usage is by far the
highest compared to other top markets
currently. Triggered by Neftflix and other
video streaming services US consumes
more data than projected data
consumption all India by end 2016.

In US, China and India markets mobile
data consumption appears to be
hittfing the hockey stick curve from now
onward -which means more n/w
capacity, spectrum will be needed

In India video streaming, Facebook
(100mil users) and social mediq,
(Whatsapp ~50mil) image sharing
applications are driving bulk of this new
demand. India is a big contributor to FB
and social media ftraffic  largely
triggered on mobile handsets.
According to Cisco VNI Report, India
will generate approximately 770PB of
data on mobile broadband - seven
times of 2014 in the next 36 months.

At 6GB per sub per year, India should
be currently generating about 60-70PB
per year in beginning of 2014 (Tonse
estimates).

Wi-Fi  Offload is increasingly a
commonly used strategy as a part of
early network planning for 3G/4G MBB
networks.
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WI-FI DATA OFF-LOAD AT KDDI

KDDI Offload Performance
To vanquish bottleneck of sepslzbecsils s Manals B SeREil e
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« To pursue Wi-Fi offload initiative KDDI
provides free “Wi-Fi HOME SPOT” router to
smartphone users in residential areas who
have fixed broadband connection.

« Also provides “au Wi-Fi SPOT” routers in
densely populated business areas thereby
off loading data to Wi-Fi network and
handle data traffic efficiently.
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« Data ARPU was up by 10.33 % to reach ¥
3,310 in QE-Dec-14 from ¥3,000 in QE-Dec-
13

 Increase in data ARPU was due o increase
in smartphone subscription which lead to
increase in data traffic




WI-FI DATA OFF-LOAD AT CHINA MOBILE

Wireless Data Traffic Revenue * Wireless datfa fraffic revenue
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* What Next: Wi-Fi Offload may hit a logical dead-end and may not be m 161
endlessly scalable. Beyond X% of data, incremental off load may be O 200
minimal compared to the overall data growth which doesn’t seemto  © oo 40 o o1 o1

stall anytime soon. Combination of small cells, CA, cloud RAN and
other solutions may help in resolving this further.
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WLAN Data Traffic = Mobile Data Traffic




Disclaimer

Disclaimers:

 The views expressed in this report reflect those of Tonse Telecom Pvt. Ltd., (Tonse) and are based on our
current understanding of past and current events shaping the Indian Telecom industry. Information
obtained herein is from sources believed to be reliable but Tonse will make no claims to the accuracy and
completeness of the same. All opinions, estimates, projections, forecast or estimate set forth herein, are
based on the author/s judgment as of the date of writing. Tonse has no obligation to update, modify or
change a report or contents of an article or fo noftify a reader thereof in the event that any material in the
said report or arficle changes or becomes inaccurate subsequently.

« The third party names, marks and logos used in this presentation / document / report are owned by the
various respective parties.

Liability

« The report you are using has been arrived at by Tonse Telecom using information available in the public
domain, primary interviews with relevant industry personnel, internal analysis of Tonse feam based on our
experience in the industry. Tonse Telecom will carry no liabilities to the accuracy of the information,
correctness of the accounting or other methods adopted by different vendors in the industry or their
reporting methods. This information has been provided for the use of the customer / client who has

requested for this study / analysis or acquired license or paid for on a subscription basis and shall not be
forwarded to other parties inside or outside of client’s organization.
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