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1. Executive Summary

The Worldwide International Roaming Report 2003 is the mobile industry’s pre-eminent desktop
reference tool for international mobile roaming forecasts. This report provides a comprehensive
source of revenue and unit forecasts for most countries in the world, based on Telecompetition’s®
rigorous methodology and patented forecasting tools.

The analysis and forecast output in this report are consistent with previous Telecompetition’s
reports on worldwide mobile market opportunities. Based on our analysis, Telecompetition
concludes the following:

e Total revenue contribution from international mobile roaming calls is expected to decline
by over 50% by the end of this decade despite a more than two-fold increase in traffic
volume.

e International mobile roaming currently only contributes about 5% of total mobile
revenues. However, it contributes a much higher percentage of profit for many
operators. The financial impact on these operators will be significant.

¢ In developed countries, increased competition, regulatory pressure and an increasing
end-user expectation that mobile services emulate wireline communications will force
price per minute down considerably. For example, in response to increased
competition, US mobile operators typically offer subscribers free long distance and no
roaming charges within a large geographic area. We expect this competitive strategy to
be adopted by more operators worldwide.

e International roaming volume increases are driven by additions to roaming agreements
operator solutions to increase network interoperability, and end-user expectation to use
mobile services wherever and whenever desired.

¢ In developing and emerging economies, international mobile roaming traffic volume will
steadily increase as penetration rates for mobile services increase. Operators in these
countries will see similar price pressure due to subscribers’ ability to purchase local
mobile services from other operators when traveling.

e Mobile voice subscriber growth in many developed countries has all but evaporated,
with most countries in Western Europe growing voice subscribers by less than 5% in
2003 and some countries at less than 1%. The US will see growth rates averaging 10%
for just a few more years.

This 2003 report incorporates some important changes in forecast assumptions from the
international roaming forecasts in our Worldwide Mobility Report 2002:

¢ International roaming prices remained stable in 2003. However, we expect that market
pressures will create a 20% annual decline, beginning in 2004.

e Country level forecast assumptions have been adjusted to reflect new roaming
agreements and increased interoperability between CDMA and GSM networks.

In conclusion, we see the expected signs of a maturing industry: increased competition, price
erosion for high margin services, commoditization of core services, expansion to include markets
formerly considered less attractive (e.g., developing countries) and an increased need for
operators to develop new revenue sources and to reduce churn. In the near future, International
roaming capability will increase in importance, as mobile subscribers will expect international
roaming access to also include email and other forms of mobile data. Mobile operators that
have succeeded in providing seamless and cost effective voice roaming will find themselves in a
stronger position for these new mobile data services. Demand for mobile services remains
strong and users continue to show interest in new mobile service possibilities. We believe there
is ample opportunity for those operators that can navigate the transition to a competitive
environment and customer-focused market strategies.

Reproduction in part or in whole is strictly prohibited without written
© 2003 Telecompetition, Inc. permission. Copies may be purchased by emailing -I—E COI'antitiOI'l
info@telecompetition.com
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