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Wireless Intelligence has published prepaid and contract connections for
all operators in the world. This research shows that prepaid currently
accounts for 63% of the world’s connections. With over 80% of the

world’s net additions being on prepaid plans in Q4 2005, this dominance is

set to increase. Contract customers still number 800 million but are
concentrated by geography, predominantly in North America, Western
Europe and the Asia Pacific markets of China, India, Japan and Korea.

Figure 1 Worldwide prepaid and contract connections
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Wireless Intelligence collects data for all operators and we have reported prepaid
and contract splits for 78% of the world’s connections. However, not all operators
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report all of their data; we therefore extrapolate to all operators by creating
profiles from the data that is reported.

Some operators now report a third, wholesale, category in their connections
numbers. These generally identify MVNO connections on their networks. These
connections are currently excluded from this split because the majority of
operators do not report in this way. As more operators report wholesale
connections separately from their prepaid and contract totals, we will update the
methodology to account for it.

Analysis

Figures 2 and 3 show the total connections by region for prepaid and contract
connections respectively. In many respects the charts follow the patterns set by
the total connections in each region in terms of growth rates and market size,
although there are some key points to draw out.

Prepaid connections in the Americas and Eastern Europe are about to outhumber
those in Western Europe, which until the end of 2002 was the largest prepaid
region by volume in the world. This gives a measure of the speed at which these
two regions have developed over the past three years, most of which of course is
due directly to the availability of prepaid itself.

It also shows that after the initial surge of prepaid additions during the late 1990s
and turn of the century, Western European operators have generally focused on
migrating customers through prepaid onto contract plans, whilst also cleaning their
databases of inactive connections more stringently. After growing at around 50
million per year during 2000 and 2001, the Western European prepaid market has
taken the next four years to add another 50 million connections.
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Figure 2 Prepaid connections by region

Prepaid connections by region
600 -
500 -
400 -

[}

c

2 300 —

E PEVIRVIRVIEOEE Dt S
N W’Hﬁ% = —
190K . e M

o A e e e e e
O O O O ™ —w — v« N N N « o O 0O O I ¥ S ¥ v v v wu
o O O O O O O O o o o o o O O O O ©O O O ©o o o o
o O O O O O O O o o o o o O O O O O O O o o o o
N AN N AN AN NN N N N N N N AN NN AN NN N NN NN
- N O I — N O I — N O < - N O I — N O I — N O <
IR IR<IR<IN< < BR<ER< AR I < B Bit< B« Bitc A< A< ke St Bt e Bt B < s |

== Africa Americas Asia Pacific Europe: Eastern
== Europe: Western Middle East ==t USA/Canada

Source: Wireless Intelligence, April 06

Contract connections meanwhile are primarily located in Asia-Pacific, North

America and Western Europe. North America has always been heavily weighted in

favour of contract connections. However, year-on-year growth in prepaid
connections is now greater than that of contract.

Indeed, Western Europe is the only region where the annual growth rate of

contract connections has been greater than that of prepaid over the past four

years - a further indication of the operators’ efforts to encourage customer

migration and clean out inactive users that we noted above. Of course, not all

countries within a region are similar, with Italy being a prime example of a market
where prepaid dominates absolutely; currently 95% of Italy’s total connections are
on prepaid plans.
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Figure 3 Contract connections by region
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Despite Asia Pacific registering the largest number of contract connections by far,
86% of them are in China, India, Japan and Korea. Although contract connections
dominate in Japan and Korea, with prepaid accounting for just 2% in the two
markets combined, China and India both have larger prepaid bases than contract,
and the contract bases in these two countries account for nearly 50% of the
regional total. The volume of contract connections in this region is therefore due
more to the sheer size of its largest constituents than to an identifiable trend.

Figure 4 shows the proportions of prepaid and contract connections at Q4 2005. Of
the two extremes in Africa and North America, it is likely that only North America
will show any movement from its current position, given that prepaid is now
growing more quickly than contract. However, it will take a long time before it
approaches anything like the proportions of Western Europe.

Continuing the investigation into where Asia Pacific’s connections really are, if
China, India, Japan and Korea are removed and the split recalculated, the
distribution of prepaid and contract in the region mirrors that of Eastern Europe
not Western Europe.
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Figure 4 % connections - prepaid vs contract Q4 2005
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Figure 5 shows how net additions were distributed during 2005. Most of the
regions follow their accustomed profiles, but the chart does show Western
European prepaid net additions outpacing those of contract during the year. So
although the trend over the past four years has been in favour of contract net
additions, prepaid is once again increasing in importance across Western Europe.
Indeed the trend in favour of prepaid is moving quite quickly quarter on quarter,
accounting for 52% of net additions in Q1 2005 and 60% by Q4 2005.

The chart also identifies the increasing proportion of prepaid net additions in North
America, where prepaid users grew by 22% during 2005, rather higher than the
10% growth in contract customers over the same period.

Consequently, with the few notable exceptions where it is not a feature of the
market, prepaid is continuing to assert itself strongly on a global scale, even where
contract connections are well entrenched. We therefore expect prepaid as a
proportion of global total connections base to continue increasing, although we also
believe it is unlikely to exceed 75% within the next five years.
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Figure 5 % net additions - prepaid vs contract 2005
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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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