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World cellular ARPU continued the trend of the last three years and fell in
Q1 2006 to €19.2 because of dilution of the user base, multiple
connections and reductions in termination rates. However, most regions
saw a slight improvement on the normal seasonality. Falling ARPU does
not mean no growth - service revenue continued to grow in all regions
between 8% and 31% per annum during the year to Q1 2006.

Figure 1 World cellular ARPU
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According to Wireless Intelligence data and estimates, world cellular ARPU fell in
Q1 2006 by €0.8 to €19.2, which is in line with previous seasonal changes. This is
a year-on-year drop of €1.9, which continues the trend we have seen over the last
three years.

ARPU declines because new connections on the networks dilute the average:

in developed markets this is now mostly about multiple connections per
person, since the penetration rate is heading towards or is above 100% in
most developed markets

in developing markets this is because new users coming into the market have
lower monthly usage than the existing installed base.

Another factor pushing ARPU down in some countries is reductions of the
termination rate for delivering calls dialled into the mobile network.

Our ARPU data covers operators who account for 85% of world connections - for
others we have estimated the ARPU for the quarter.

Analysis

The regional ARPU picture is shown in Figure 2.

Figure 2 Regional ARPU trends
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The US/Canada has the highest ARPU. This region missed out on its Q2 and Q3
seasonal uplift in 2005, but the Q1 dip was €0.6, slightly better than the seasonal
norm.

Western Europe saw a dip from a remarkably flat €30 down to €29, driven by
reductions in termination rates in some key markets (Germany, Italy,
Switzerland). Another factor here was steep price declines in a few markets,
notably Finland, thanks to highly aggressive MVNOs.

Other regions generally saw their historic trends continue although, as Figure 3
shows, Q1 represented a slight improvement year-on-year in most regions and in
the World figure.

Figure 3 Regional year-on-year ARPU changes
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ARPU that is falling gently is not necessarily something to be gloomy about.

During a period of high growth rates - as we saw in the developed markets during
the late 1990s and are now seeing in many emerging markets - the new users
coming into the subscriber base generally use the phone less and their lower spend
dilutes the average. However, while this is going on, it has often been the case
that existing users are talking more and their ARPU is rising. This trend tends to be
masked by the high user growth.
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Also in the more mature cellular markets, where people are moving into multiple
connected device ownership — phone(s), BlackBerry, laptop - we have found that
spend per real user is rising steadily, even if ARPU per connection is falling.

The net effect of these is that our estimates show service revenue continuing to
grow in all regions between 8% and 31% even though ARPU is falling. This is
shown in Figure 4.

Figure 4 ARPU and service revenue year-on-year change
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Wireless Intelligence does not endorse companies or their products. Wireless Intelligence
operates under an Independence Charter. For full details please see
www.wirelessintelligence.com/independence.aspx

Whilst every care is taken to ensure the accuracy of the information contained in this
material, the facts, estimates and opinions stated are based on information and sources
which, while we believe them to be reliable, are not guaranteed. In particular, it should not
be relied upon as the sole source of reference in relation to the subject matter. No liability
can be accepted by Wireless Intelligence, its directors or employees for any loss occasioned
to any person or entity acting or failing to act as a result of anything contained in or omitted
from the content of this material, or our conclusions as stated. The findings are Wireless
Intelligence’s current opinions; they are subject to change without notice. The views
expressed may not be the same as those of the GSM Association. Wireless Intelligence has no
obligation to update or amend the research or to let anyone know if our opinions change
materially.
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