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DisclaimerInformation contained in this report has been compiled from sources believed to be accurate
and reliable. Whilst every effort has been made to ensure accuracy, completeness and reliability, this cannot
be guaranteed. It is an expressed condition of this report that no liability be incurred by TeleAnalytics, or any
other contributor, as a result of the information or recommendations contained herein being used for invest
ment or any other purpose, either corporate and personal.

TeleAnalytics Copyright: No part of this report may be reproduced in any form, including Photocopying,
or distributed by any means, including electronic, without the expressed written permission of TeleAnalytics.




Page 4 Updated & Expanded: October 2008 (Rel: July 2008)

Background to the Report

July 2008

;‘v@, SKT launched its Korean MoTV (Broadcast) offering in

] a concise market research report May 2005 and if things go according to plan, Denmark
will also launch in early 2011 but it will not necessarily be
the last country in the developed world to come on line.
France and perhaps Germany will also become opera-
tional in 2009, joining ltaly which went live in mid 2006,
but Spain and the UK will likely be left for 2010, if not
later The overall evolution of the number of commercial
MoTV markets among the 52 that are currently tracked by
TeleAnalytics is shown in the diagram at the bottom of the

page.

The lack of spectrum in many major markets is only one
of the reasons why developed world MoTV launches are
spread over a seven year period and MoTV simply proved
to be the CGonvergence front that is the hardest to man-
age. Regulatory and business MoTV entanglements that
i . usually last for years became the norm and in the case of
™ Mobile TV R@C[llty Spain, a major vendor estimated that the launch would
have happened in early 2006, but now mid 2010 seems to
be a more likely date. The US is today the only major market where all MoTV interested parties were given the
opportunity to take their chances with technologies of their liking.

Furthermore, MoTV adoption is highly asymmetrical and in the Austrian market that is just getting started, 3-
Hutchinson considers that it would be good if it manages to sell 25K MoTV devices by the end of 2008 (seven
months after launch). The oldest European MoTV market, Italy, is currently netting as many as 20,000 new
adds per month, while Japan (with just over twice the population) often does100 times better. Also, to com-
pound the complexity of the MoTV landscape, the technological side of things is possibly as fragmented as
things can get and instead of one or two dominant technologies, at least 9 major ones are entrenched, not
counting all the Chinese armies (technologies) that participated in the various phases of the Chinese MoTV
civil wars.

thousand devices over the same period of time,
MoTV is a radically different proposition, not to
mention the fact that One-Austria will collect €9 a
month for every one of its MoTV subs, while KDDI
collects nothing. The trends in MoTV device types | 10

Understandably, for KDDI which started in 2006 Commercial National MoTV (Broadcast) Markets (52 Tracked)
used are radically different from market to market
as well, reflecting different technological capabili- | © T?F

and today moves more than one million MoTV | 5
handsets a month and for One-Austria which just
started and hopes to be able to sell less than five | 40 I
ties and operators’ choices. Automotive devices " ® " "
account for less than 5% of the devices sold in Japan and even less in the Italian market, but at the end of
2007 they still slightly outnumbered MoTV handsets in the Korean T-DMB network (Q1-08 users: 7.9 M).

In short, if an obvious unifying MoTV principle is sought, it has to be looked for on the Demand and not on
the Supply side. The MoTV (Broadcast) mass market potential has by now been proven on a worldwide scale
but when and how this mass MoTV demand will be serviced will remain a patchwork even in the early years
of the next decade.
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The launches in the developed world which are spread over seven years, the fact that a MoTV technology
patchwork was not avoided and the myriad of country-specific conditions that determine the timeline and the
potential of a specific market, are understandably reflected upon all the players involved. Some of the players
have had both feet in the MoTV business for more than 4-5 years now but some others like the French or the
US Broadcasters still have to develop/refine their strategies before they arrive at a launch. On the other hand,
ideas that a three year-old commercial reality happening in the 21" Century is too complex to be understood
by commoners or that there are no unifying concepts beyond the MoTV patchwork, or even that the underly-
ing complexity is a license for scores of wrong figures/facts/concepts to be put forward, obviously belong to
some other darker era.

Scope of the Report

Addressing the market research needs of the diverse and asymmetrical MoTV market is not easy, especially if
it is not done in a rush, and if the provision of the tools needed to help make sense out of the MoTV patch-
work and the illumination of the unifying concepts behind it are what is targeted. Towards this goal, TeleAna-
Iytics has released more than 1,800 pages of in-depth market research that currently covers 52 national mar-
kets, and approximately 400 more pages will be released in the balance of the year. Much of this market re-
search obviously addresses the needs of the ones who are already deeply involved in the MoTV market and
who have an ongoing need to understand and track, often on a worldwide basis, both the major MoTV struc-
tures and mechanisms but also the nuts and bolts of the diverse MoTV developments all around the world.

On the other hand, MoTV is affecting or it will affect the business of every major player in the Mobile, TV and
Media spaces, and the market research needs of the ones who will become more deeply involved in the MoTV
Broadcast business over the next 12 months are obviously at least as important as the needs of the old hands
who have already been there for quite a few years now. As a matter of fact, the needs of the ones who are
now entering the commercial MoTV Broadcast markets in force are more urgent, since they are the ones that
are usually still bombarded with the results of the dozens of 2005-06 MoTV trials, when some of the trials
estimated 52% MoTV adoption in the fist six months and 70% in a year’s time. Needless to say, most of these
“results” have been today de facto abandoned by the ones who derived them in the first place and obviously
this MoTV Trial-related archeological zeal, instead of looking out towards what happened commercially in
2005-08, is at a minimum not justifiable. The dozens of MoTV trials might as well be left to rest where they
lie, in the same way that happened with the 3G trials earlier on in this decade. Obviously, the MoTV Reality is
the one that has to be understood, tamed, and hopefully taken to the bank.

The experiences out of today’s commercial MoTV networks and a clear understanding of the MoTV principles
are obviously the main bulwarks on which a
e Ueers & [ Ermdtaeis ol realistic business planning of recent or future
160% entrants can be based, but apparently un-
140% Cumulative Handsets Sold 15% earthing what happens in the MoTV Reality is
(Annual Replacement Rate: 60%) considerably more difficult than reading an
English-language slide deck about the results
of this or that MoTV Trial. In other cases,
national pride, sloppiness or cheerleading
preoccupations greatly distort the MoTV Re-
Cumulative Users ality and it is worth noting that the Korean
(Constant Monthly Add Rate) | megia continue the practice of happily and
meaninglessly summing up the FTA T-DMB
123456789101112131415161718192021222324 | device sales with the PAY S-DMB subscriber
il G B D counts, even though both networks are more
than 2.5 years old and even though the annual Korean handset replacement rate varies between 55% and
60%. How different MoTV user and MoTV device counts get over time is shown in the side figure.
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In another case, a recent MoTV presentation that was made in a major Industry Forum, among other miscon-
ceptions, came up with the idea that the Japanese MoTV Daily AVT (Average Viewing Time) may altogether
amount to 9 minutes per day. Underestimating AVTs by a few times is not a cheap pastime, since as far as
MoTV Ad related revenue goes, it is obviously proportional to the Goods for Sale that exist at any point in
time, with the Goods in this case being the total MoTV viewing time per network and not the user counts or
devices sold. The correct evolution of the total worldwide number of hours of MoTV (Broadcast) program-
ming watched per month is shown in the figure below, as calculated on the basis of the monthly user counts
per network, multiplied by the per network AVT at that point in time. According to some cellular video figures
recently released, the total March 2008 MoTV Broadcast viewing time shown below is at least 1,000 times
higher than the average monthly viewing time of the MTV (a leading player) cellular videos streamed world-
wide in the period between February 2007 and February 2008.
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Moving beyond examples about the size of the MoTV nebula, it was considered beneficial that the TeleAna-
Iytics MoTV research (at the street level, in 52 countries) be summarized in a concise, conversational and
book-like report, which at the same time stays away from both oversimplification and jargon. Understandably,
in such a concise report, no space exists for detailed “proofs” of all the points made, and no space exists for
the calculation of the addressable MoTV market in Kenya or Russia either, and therefore a migration path has
been built towards the other current TeleAnalytics MoTV publications. The report can potentially be consid-
ered as a front end to the ever-expanding TeleAnalytics MoTV research and as such it can also conceivably be
used by existing clients but it is mainly released for the benefit of players entering into MoTV over the next 12
months, or for players whose involvement in the MoTV Broadcast space thus far is about to expand.
All historical MoTV data used is as per the quarterly TeleAnalytics MoTV Tracking Service introduced in July
2007, which currently provides monthly MoTV adoption data (on an Air Interface, network, country, device
type basis) from the beginning of the MoTV times up until the end of Q1-08. The bulk of the MoTV related
forecasts are drawn from the current mainline TeleAnalytics MoTV report, last updated in May 2008.
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The October 2008 Update of the Mobile TV Redadlity Report

The original concept for the Mobile TV Reality re-
port was quantified by the title then chosen: “The
track record and future of MoTV in 49 pages”.

The target page count quickly proved to be a bridge
that was not far enough. The highly fragmented and
badly tortured (and also torturing many) Mobile TV
reality that had already resulted in more than 2,000
pages of TeleAnalytics MoTV-related market re-
search could have been squeezed into 50 odd
pages, only by providing countless references to
TeleAnalytics’ mainline publications. In any event,
the original release in July was just short of 120
pages and the October update-expansion brings it
close to the limits where the term “concise report”
still has some relative meaning left (170 pages and
140 Exhibits). The October 2008 update-expansion
makes the report an even better rounded publica-
tion, putting all the core facts and experiences re-
lated to the more than three year-old MoTV busi-
ness under the same roof.

Unless a very deep understanding of the 52 coun-
tries currently tracked and/or the inherently com-
plex trends in the MoTV equipment markets is
sought, the report may well be the only MoTV re-
lated analysis that needs to be read. The migration
path to the mainline TeleAnalytics MoTV publica-
tions can obviously take care of any needs for more
detailed analysis.

It goes without saying that the report abides by the
theorem-proof-corollary-example paradigm used in
all TeleAnalytics publications. The TeleAnalytics
MoTV Tracking Service (MoTV adoption and con-
sumption in all commercial networks on a monthly
basis from the beginning of the MoTV Times) is one
of the bases of the analysis and understandably,
there is neither soul searching on what the already
proven MoTV theorems are, nor a lack of examples
to illustrate them. A key theorem is quoted below in
both its TeleAnalytics and Qualcomm versions.

MoTV Adoption Accelerators: The usual value-for-
money axiom in this case transiates to first of all to
be there (good network quality), to offer a decent
product (good image quality) and not to feed eve-
ryboady a hamburger all the time (number and qual-
ity of channels). TeleAnalytics, July 2006.

...Qualcomm believes picture quality and indoor
coverage are among the most critical elements for
the wide scale adoption of mobile broadcast TV
services. Singaporean MoTV Consultation, January 2008

The October update integrates new weaponry to-
wards the key thesis of the original report, namely
that an almost 3.5 year-old reality, happening in the
21* Century over 18 networks in sixteen countries
(with just about 52 million users at the end of
2008), can be understood and its key modalities
can be abstracted so as to fit at the back of an en-
velope. The report is of course more extensive and
provides analysis and proofs for what would oth-
erwise have made it to the back to the envelope
mentioned. The October update rounds things up
by bringing in:

m Adoption data and analysis for the first months
of the new European networks (AT, CH, NL). The
recent facts witnessed settle quite a number of
somewhat open MoTV adoption related questions.

m Monthly MoTV adoption data starting from the
beginning of the MoTV Times and covering the pe-
riod up until the end of Q1-08 or Q2-08.

m A short analysis of the July-August MoTV
launches in the major markets of Brazil and China
and the new (and as predicted, unavoidable) CMMB
orientation (PAY MoTV).

m The high level user revenue part of the updated
TeleAnalytics MoTV historical/forecasted data sets.
The complete set (in all of its detail and complexity)
will appear in the end of October update of the
mainline MoTV report.

m A complete analysis of the MoTV Ad revenue
generation & FTA sustainability in 8 major markets.

The Mobile TV Reality
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MoTV Population (12+) Penetration Gains
During 12 Best Consecutive Months
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The fate of the thirteen out of fourteen
MOoTYV users that did not make it

In 2006-7, it was common to solely attribute the
Japanese and Korean MoTV explosions to the FTA
nature of the MoTV offerings in these markets and
also to point to the rivers of red ink flowing from
Korean MoTV. The finances of Japanese MoTV were
healthy from day one but the strictly Anglophone
reader is even today more likely to read about Aus-
trian or Kenyan MoTV than about the fact that 32%
of the Japanese mobile subs will also be MoTV
users by the end of this year, or that the Japanese
M-Month (50% MoTV population penetration) is
now set for August 2010 or earlier.

Understandably, national pride and vendor hype (or
embarrassment) have to be serviced but the fact is
that Koreans, with the not-so-deep pockets (about
half of the average developed-world pocket depth),
are happily spending $400-600 to buy PMPs and
PNDs for an otherwise FTA MoTV offering (T-DMB).
An MNO would obviously be happy to collect this
kind of money for a PAY MoTV service and to sim-
ply plow the cost of the terminal in the handset
replacement process.

The report stays away from these terminal over-
simplifications that try to explain the developed
APAC MoTV explosions and the European MoTV
entanglements on the basis of a PAY-FTA dichot-
omy. Instead, the report analyzes step-by-step the
simple reasons why there are performing and non
performing MoTV recipes and why thirteen out of
the fourteen consumers that made it to Korean
MoTV never made it to the ltalian MoTV sign-in
counters (figure at top of the page).

The Relaxation of the MoTV Vow of Faith

The report uses quite some space to analyze why
the PAY MoTV offerings are still struggling to hook
a significant percentage of consumers and although
quite a lot has to do with ideologies coming from
the MoTV Trials (a major trial thought that it meas-
ured a 70% propensity to adopt in the first year),
other diverse reasons are entering into the picture
as well.

With the partial exception of the 3-ltaly network,
European MoTV suffers from network underinvest-
ment and superstructure deals (content) are not
about to make up for the missing infrastructure
(rooftop gap fillers). The unhealthy European MoTV
environments responsible for this network underin-
vestment are not about to disappear overnight and
the traditional ways that the mobile network solved
the chicken-egg problem of handset availability for
new services are quite ineffective when the infra-
structure needed is largely not there.

As analyzed, a PAY MoTV operator will try to con-
currently lower the threshold along all the axes of
the “Vow of MoTV Faith” that the consumer is
called to take. The by now permanently iconoclastic
3-ltaly apparently understands the score and al-
though 3-ltaly is one of the two smaller Italian
MNOs, it may well have more than 50% of Euro-
pean DVB-H subs even at the end of 2009.

In fall 2008, six DVB-H devices were on offer and
the first DVB-H PND (Garmin) was just about to be
introduced. As of June, a number of TV channels
are offered free of charge to all 3-ltaly subs (stan-
dard infiltration methods in the early PAY TV days)
and Alcatel-Lucent was recently contracted to go
after the improvement of the ubiquity of the DVB-H
network.

-

Very
limited
MoTV
handset
variety

The Vow of MoTV Faith

Non ubiquitous

/ woverage
$

15 per month
P'”S two year contract
or an unknown

audiovisual service
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The Valuation of MoTV Advertising and
Sustainability of FTA MoTV

Contrary to the flying billions that general-purpose
“Mobile Advertising” is promising (not all is hot air
though and Japanese Mobile Advertising is coming of
age), valuating the MoTV Ad revenue, and as a conse-
quence determining the sustainability of a FTA MoTV
offering, is a fairly unimaginative undertaking. Bring-
ing all the TeleAnalytics MoTV Ad revenue related
research under a single roof was one of the key rea-
sons for the October update, now that at least part of
the MoTV Industry appears to want to get serious
about MoTV Ad revenue generation. Some of the
points made are summarized below:

m Talking about MoTV Ad revenue, while at the same
time treating anything about the MoTV consumption
on a network like a “NATO Secret” would not cut it.

m The two-year feet-dragging of the Korean Broad-
casters came to an end this August when TNS Media
started producing T-DMB ratings. The current ratings
collection method can definitely be improved upon
and the Korean media can finally learn MoTV arithme-
tic (they are still summing FTA MoTV devices sold
with PAY MoTV subs) but otherwise progress has
been made.

m After the Olympics, the Chinese SARFT forgot all
of the FTA bravado (in a country of less than $4 TV Ad
spending per Capita), brought in a CA vendor and
CMMB is going to be a largely PAY undertaking, with
possibly a few channels offered for free.

m In late June, 3-Italy promised the early 2009 intro-
duction of the first real time MoTV Electronic Audi-
ence Measurement system (open at least to Advertis-
ers). In August, EXPWAY (a French MoTV vendor)
announced the availability of the first “shrink-
wrapped” MoTV Audience Measurement Solution.

As remarked back in 2006, tying the MoTV advertising
pricing schedule to the number of devices sold (as
was originally done by the Korean T-DMB) is not even
a crude way of going about seriously trying to realize
revenue that after all is simply proportional to the total
viewing time realized on a specific MoTV network.
Contrary to the subscription MoTV revenue, the
maximization of the Ad revenue not only requires the
maximization of the number of users but equally im-
portantly the maximization of the Daily Average View-
ing Time (AVT). As discussed, in commercial net-
works the AVT varies between 30 and 70 minutes and
its maximization is affected by a number of factors,
with network quality being a key one.

How much MoTV Ad revenue can be generated from
every minute of viewing time obviously depends on
the market and the maturity of the network. In general
the revenue per minute can be expected to be below
the corresponding Traditional-TV figure at launch
time, to fairly quickly rise to a valuation “at par” and
then possibly to a significant premium. The figure at
the top of the page shows the actual T-DMB Ad
Spending along with the “at par” valuation and the
textbook quality of the fit shows that things converged
where TeleAnalytics predicted they would two years
ago. The figure also shows that the various T-DMB
pricing schedules are “noisy” and the actual T-DMB
Ad spending is defined by the fundamentals involved.

The figure at the bottom of the page breaks down the
$2 billion of US ATSC-M/H Ad revenue figure that has
been put forward into the fundamentals applicable to
the US TV Ad market. The adoption implied is consid-
ered not to be inherently unrealistic but much will
depend on the number of TV stations to come online,
the number of gap fillers (if any), and the device-
distribution deals that will be hammered out.

( $2 Billion of Annual US ATSC-M/H Ad Revenue A
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