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The Autumn 2008 Mobile Phone Report
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The Continental Research Mobile Phone Report has been published on an annual basis
since 1992, and is one of the longest-standing surveys in the sector, tracking growth in

mobile telephony, reporting on emerging trends and forecasting the future for the industry.

In this report we investigate the growth (or otherwise) of new services and functions such
as mobile internet, watching TV via mobile and location based services, and explore how
the mobile industry will cope as the economic climate worsens and a recession seems (at

the time of writing) ever more likely.

Primary tracking data was collected from an omnibus study comprising 1,059 face to
face interviews with a representative sample of UK adults aged 16+. The respondents
were selected according to a two-stage random location sample designed to be

representative of all adults aged 16+.

Interlocking quota controls were set for sex, working status and presence of children, and
weighting was subsequently applied to sex, age, social grade and region — in a 72 cell
matrix - to make the profile representative of the adult population. All interviewing was
carried out in-home using CAPI (Computer Assisted Personal Interviewing) in August

2008. Data from this source is labelled ‘omnibus’ throughout the report.

Secondary topical data was collected via an online survey of 1,022 respondents aged
16+. The data is weighted to be representative of the relevant population (either all adults
or all mobile phone users), both demographically and attitudinally. By including a
weighting for technological ability, it is possible to gross up the online survey results to
represent the views of all adults aged 16+ in the UK. All interviewing was carried out in

August 2008. Data from this source is labelled ‘online’ throughout the report.
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Continental Research has also produced the TV 3.0 - Digital and Internet TV Report
that looks at VOD, IPTV, mobile TV, PVRs and the potential effects of the economic

downturn upon consumers’ usage of TV services.

For further information contact tim.barber@continentalresarch.com or visit

http://www.continentalresearch.com/reports
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Mobile phones have become increasingly sophisticated devices. However, for the mobile

networks to obtain significant benefit from these added capabilities and generate revenue,

it is important that extra functions like mobile TV and mobile internet are actually used by

consumers on a widespread basis. Frustrating the desire of the networks to grow ARPU

(Average Revenue Per User), usage of many of the ‘advanced’ additional features has

not increased significantly over the last few years.

Activities done on mobile phone in last 12 months

Listened to an MP3*

WAP/accessing internet

Listened to the radio*

Sent a video clip to another mobile phone

Sent/received email (2008 only)

Used search engine (2008 only)

Downloaded games

Downloaded music (not ringtones)

Downloaded video clips

Accessed social networking site like
Facebook or MySpace (2008 only)

Used GPRS to work out location/find location
(2008 only)

Streamed/watched TV live*

Accessed advanced computer applications
e.g. word processing or spreadsheets (2008

only)

8%

3%
3%
2%
1%

2%

2%

10%

W 2005
w2006
2007
2008

Base: omnibus - All mobile owners (1,631, 879, 838, 885). *Not asked about before July 2006
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There are likely many reasons behind the lack of growth in usage of the advanced
features mentioned above, but one that seems to come through is the view amongst
many consumers that ‘less is more’.

ATTITUDE TO HANDSETS

Simple handset desired by significant proportion

A third of all mobile phone users completely agreed with the statement “I would prefer
a basic mobile phone that was simple to use and affordable”, and a similar proportion
completely disagreed that they “would be prepared to pay more for a mobile phone
that has the latest technology”. A further third (36%) disagreed completely that “they

would be prepared to more for a mobile phone that looks stylish”.

Type of mobile phone preferred by users

B 1 - completely disagree m2 m3 74 =5 m6 m7 m8 W9 W10 - completely agree

Mean scores

| would prefer a basic
mobile phone that was
simple to use and
affordable

6% (5% 5% 13% 11% 8% 7% 6.9

39

0 ) 9 9
8% 14% 8% 5A)2% 3.8

| am prepared to pay
more for a mobile
phone that has the
latest in technology

| am prepared to pay
more for a mobile
phone that looks stylish

3%

10%  12% 6% 3% 3.5

1%

Base: online - All mobile phone users (972)




C»:;'ntinental

However, this strong preference for a ‘no frills’ mobile phone varies significantly with age:

Type of mobile phone preferred by users (mean score S)

respondents

7.5

| would prefer a basic
mobile phone that was
simple to use and
affordable

8.8
| am prepared to pay 45
more for a mobile '
phone that has the 34
latest in technology : Younger mar_ket
more receptlve
2.2

B Under 25

| am prepared to pay 4.3
more for a mobile 25-34
phone that looks stylish 3.1 35-54
55+
1.9

Base: online - All mobile phone users (972)

Unsurprisingly, simplicity was favoured more by the older age groups, and technology
and style preferred by the image-conscious under-25 market. Although the younger age
groups spend much more on average per handset than older people and are also more
likely to replace their handsets, the sheer size of the 55+ demographic does mean there is

still a substantial market for basic, lower-cost handsets.
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Internet access via a mobile phone has improved significantly in recent years, but the
proportion that has used the service has remained stubbornly static and is unchanged

over the last year, at 12% of mobile owners.

Amongst those that had accessed the internet on their mobile phones, just over a third
(35%) did so at least weekly, and only a relatively small number said they are using the

service regularly and habitually .
Amongst those accessing the internet, it tended to be small bursts of information that
were sought (as opposed to the more lengthy internet sessions when using desktop PCs

or laptops), with news and sport the main types of information accessed.

Types of information usually accessed/searched for when using the internet on

a mobile phone

Sport

Weather

Just random s_urnng to pass _ 26%
the time
Music to download - 19%

Location information (e.g.

where the nearest restaurant - 17%
is)

TVIvideo to watch live/there
9%
and then

Other mentions under 3%

TV/video to download . 6%

Stock prices I 3%

Base: online - All mobile internet users (421)
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MOBILE SEARCH
Google dominates

In the early days of the mobile internet, users often had to make do with a comparatively
limited selection of pages, many offered directly by their network supplier. Now however,
mobile search is a growing area and the interface and the way it is used is becoming ever
closer to that of ‘regular’ PC-based internet search. As with the ‘regular’ internet, Google

dominates in terms of search engines used to access the internet.

Search engine(s) used to access the interneton a m ___ obile phone

o - N
Default browser
0,
o - N

1%

Taptu

Base: online - All mobile internet users (421)

Now that T-Mobile have launched the G1 handset — the first to feature Google’s
Android mobile phone operating system, it is unlikely that their dominance in the

mobile search market will be diminished in the near future.
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SATISFACTION
A long way still to go

The mobile internet services offered by the networks still have significant room for

improvement, with over a third dissatisfied with the overall service.
Dissatisfaction was particularly high with the cost (48% unhappy) and the ease of

understanding the cost (45% dissatisfied). At a time when many disposable incomes

are falling this is an enormous barrier to further growth of the mobile internet.

Satisfaction with mobile internet/WAP

|lVery satisfied  Fairly satisfied M Dissatisfied " Don't know |

Overall service (2008) 46% _8%

Reliability (2008) 52% | 19% 8%

Ease of use (2008) 44% -8%

Level of detail on sites (2008) 45% | 29%  10%

Ease of getting(;rggg)nation required 46% -8%
The websites available (2008) 49% L 21%  13%
Speed (2008) FEXA a3%  [86% s%

Ease of understanding cost (2008) 33%

11%

Base: online - All using mobile internet (421) *Not asked in 2007
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The proportion of mobile internet users satisfied with the overall service has actually fallen
since 2007.

This disguises two conflicting patterns with satisfaction. On the one hand, satisfaction
with technical issues such as speed, and the level of details on sites (although not the
websites available) has increased as the mobile internet becomes more sophisticated.

On the other hand, satisfaction with cost has dropped quite sharply and is pushing down

overall satisfaction.

Net (very+fairly) satisfaction with mobile internet /WAP

Overall service (2007) |, G /00
Overall service (2008) [ 56%

Ease of use (2007) [N, 72
Ease of use (2008) I 70%

The websites available (2007) I G600
The websites available (2008) I 60%

Level of detail on sites (2007) |NNNENEGEGEEE 539
Level of detail on sites (2008) I 61%

Cost (2007) NN /00
Cost (2008) [ 41%

Speed (2007) NN /470
Speed (2008) [N 56%

Base: online - All using mobile internet (169, 421)

Whilst the service may be improving technically (due to the growing coverage and
increasing functionality of 3G technology), the rate of improvement has not kept pace with
mobile users’ expectations . A substantial part of their raised expectation is likely to be
due to them making comparisons between mobile internet and regular PC-based internet,

where broadband has spread rapidly (improving speed of access and the range and
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quality of content available). At the same time, the large degree of competition between
ISPs has seen costs fall and ‘free’ broadband being offered as part of bundles with other

services such as landline and TV packages.

When asked whether the amount of time they would spend using mobile internet over the
next year would go up or down, 25% of existing users said it would increase, 18% said it

would decrease, and over 2 in 5 (44%) said it would stay the same.

Whilst this suggests a slight growth in usage amongst existing users, there were no
indications that a rapid increase in mobile internet usage is likely to happen in the short-
term. Amongst those that had not used mobile internet, there was very low interest in
doing so in the future — only 3% said they were likely to start using it in the next 12
months (compared to 8% last year) again suggesting it is still a niche activity for mobile
users overall (the credit crunch and consumers’ subsequent wish to reduce unnecessary

expenditure are also likely to be contributing factors).

BARRIERS TO MOBILE INTERNET

Clearly mobile internet access has not achieved the growth that many predicted several
years ago. Why not? What is preventing mobile users from taking advantage of these

new services?

The chart overleaf illustrates that cost is by far the biggest barrier. People were deterred
by the expense — something that is only likely to increase as belts tighten in the current

economic climate.

10
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Things that would encourage greater use of the inte rnet on a mobile phone
) 27%
price/cost/less 22%
expensive etc 8% /

If it was free/make it 10% .
free 12% A reduction in cost
3% would appeal in

quicker connection/ 0

access/links etc o

A better phone/ E"/ 4%
upgrade to phone 0 6% m Under 25
etc 7% m 25-34
. 5% 35-54
] asier to 7%
“A data package like use/access 3% o5+
voice packs, for pay as 1%
you go phones” g
Bigger screen 30
2%
More E 5%
. (1]
websites/pages (o “A clearer fee for
available. - o9 accessing internet”
Clearer costs/better H%3°/
explanation of 0o
payments 0%

Base: online - All mobile phone users (972)

Obviously bringing down the cost of using the mobile internet will encourage usage but it
is also important that these costs are clearer and more transparent to the consumer. If
there is to be dramatic growth in the numbers using the mobile internet the service needs
to be more sophisticated and definitely cheaper for consumers. Perhaps HSDPA (High
Speed Downlink Packet Access) - a new standard for mobile internet accedes as used by
the iPhone, Nokia N96 and other newer handsets - with the promise of home broadband
speeds via mobile phones - could be the innovation that pushes mobile internet usage to

the next level.

11
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EMAILING VIA MOBILE PHONE

Less than one in ten have done so in previous year

Like accessing the internet via a mobile phone, emailing via a mobile seems to still have
limited appeal (compared to, say, text messaging). 8% of mobile phone users said they
had sent or received an email in the last 12 months. The following chart shows the

frequency of emails sent via mobile phone, either for work or personal reasons.

Frequency of sending emails via mobile phone

(based on all sending email via mobile phone)

.  EZ
Several times a day
-7
Once a day

9%

Every two or three | 10%

days 12%

13%

. 2%
About once a w eek 8%

W 3%
5%

8% B Work purposes
About once a month - 9% Personal reasons

I 5
Less often

18%

About once a fortnight

41%

Never 19%

v neo, I 15
Daily (net) 2204

0,

weeky (nery TR 250

43%

All sending emails via mobile phone — online survey (142)

Those who did send emails via their mobiles were more likely to be doing so for personal

reasons rather than work.

12



Cr:intinental

The proportion of mobile phone owners listening to an MP3 player on their phone has
remained fairly steady over the last 3 years (15% in 2006 & 2007, dropping slightly, but
not significantly to 13% in 2008).

However, the frequency with which owners use their phone’s MP3 player has dropped

since last year, despite the increasing prevalence of this feature in new handsets.

Frequency of listening to MP3s via mobile phone

At least once 13%

a day 16%

Almost every 24%

day 15%

Every two or 19%

three days 16%

About once a 26%

week

18%

About once a

fortnight 9%
About once a | 2007
month 9% ™ 2008
11%
Less often

15%

Base: online - All listening to MP3 or other pre-recorded music on mobile phone in the last 12 months (122, 294)

13
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Although frequency of usage dropped, overall levels of satisfaction in terms of ease of
using the MP3 capabilities of mobile phones have hardly changed from 2007, whilst

satisfaction with sound quality and capacity have increased.

Ever-improving technology has allowed sound quality and capacity to improve and
therefore become more appealing to the user. Phones are now more often than not
capable of having additional memory added (via memory cards), giving the user the
freedom to add extra content like music to their handsets without having to sacrifice space
for other features (such as games or photos) and more importantly, allows them to
compete with stand-alone MP3 players. There was also a high level of satisfaction with
the ability to find songs or albums, another essential characteristic if mobile phones are to
hold their own against stand-alone MP3 players and encourage the use of a mobile as an
all-in-one device. If it's too complicated, people will simply not use it or just use a stand-
alone player.
Satisfaction with listening to MP3s on mobile phone

Ease of use 07 51%

Ease of use 08 54%

Sound quality 07 BeleEZ)

Sound quality 08 43%

Capacity 07 L) B Very satisfied
m Fairly satisfied

Capacity 08 [eiLZ)

Ease of adding songs to phone 07 BRALLZ)

Ease of adding songs to phone 08 45%

*Not asked in 2007

Ease of finding songs/album 08* BENEZ)

Base: online - All who have listened to an MP3 or other pre-recorded music on their mobile phone in (122, 294)

14
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The ability to watch selected TV services via mobile phone has been around for over

three years, and has been the focus of significant marketing efforts by the networks.

Despite this mobile TV had only been used by 2% of mobile phone owners in the past 12

months (3% when those that have downloading content to watch later are included).
Furthermore there appears to be no great unmet demand amongst the public to watch
mobile TV. Only 3% of non-mobile TV users said they were fairly likely to watch in the

next year (and no one said they were very likely to do so).

Expectation of usage over next year amongst those N OT watching mobile TV

Fairly likely Don't know I Not very likely [ Not at all likely/defintely won't

3% 6%

Base: online — All non-mobile TV users (814)

15
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BARRIERS TO USAGE

Lack of interest

As with mobile internet access, many expansive predictions were made about the future

of mobile TV, but usage levels have been very disappointing...Why?

The biggest barrier to usage is simply a lack of interest, especially amongst older mobile

users. However younger mobile owners were more likely to cite costs, suggesting that IF

costs can be reduced mobile TV does have some potential.

Reasons for not watching TV on a mobile phone

No interest in watching TV on my
mobile

My handset is not compatible

The screen is too small to make it
worthwhile

Too expensive

Don't know how to do it/set it up

Didn't know it was possible
Nothing | want to watch is
available on my mobile phone/
network

Tried to set it up but it didn't work

56%

As age increases interest
I 37% \ L

60%
79%
P 39%
42%
28%
32%
P 32%
29%
29%
34%
[ 45%
34%
23%
17% A reduction in cost
[ 10% would appeal to
g(% younger respondents
5%
P 11%
3%
5%
4%
| l?%o
6/(;?/0 m Under 25
5% 25-34
| 3% 35-54
0
1% 55+

Base: online - All not likely to watch mobile TV (784)

16
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Similarly, when asked what would encourage them to watch mobile TV, the most common
answer was ‘nothing’, suggesting widespread indifference to mobile TV, but a substantial
minority of younger mobile users mentioned that a lower price could encourage them to

experiment with the service.

What would encourage watching TV on a mobile phone

24% ———
. . 40% e
Nothing would/Not interested Likelihood of any

56% possible take-up
84% reduces by age
29%
. 17%
Cost/Cheaper/It cost less/lower price 10%
3%
17% “Bigger screens on mobiles
19% : :
Free/lf it was free 0 that folded into Somethlng
13% small and portable, or movie
3% glasses but those would be
7%
Bigger screen 6%
6% m Under 25
3% m 25-34
. 9 35-54
Better programmes/ better choice/what | %
. . 5% 55+
want to watch including named 1%
programmes/content 20

6%
A compatible phone/a better 4%
phone/handset with capacity/ facility 2%
3%

i’
T 7%
Better quality picture 20

0%

F 5%

1%

Easy to access/use 20
1%

Base: online - All mobile phone users (972)

17
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Reducing costs is essential if mobile TV is to grow. In addition, mobile is only likely to
break into the mainstream if the early adopters who are first to experiment with the
service find mobile TV at least satisfactory. If they are not satisfied they will simply not

recommend the service.

To help gauge reactions to mobile TV amongst the ‘pioneering’ early users, we asked

them what they most enjoyed about it.

What is enjoyed most about watching TV on a mobile phone (unprompted)

Can watch where |

like/mobility/ )
portability/watch out “It's good when I'm travelling
and about/ wherever and stuck somewhere with a

and whenever | like

{1]

bit of time to kill and no telly

Keeping up with

viewing/TV/catching 6%
up with TV etc

Convenience 5%

Ease of use/access I 3%

Nothing/l don't
know

“[I use it} when | am at a choir
rehearsal and am waiting to
sing, as | often get bored”

Base: online - All mobile TV users (158)

18
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Clearly the ability to watch where they like is the main draw, but it also appears to be the
only real bonus, and perhaps disturbingly, half of users could not come up with any

advantage to watching mobile TV.

Similarly we also asked mobile TV viewers what they most disliked about the service.

What is disliked most about watching TV on a mobile phone (unprompted)

“The screen is far too small
13% : .
and the time lag for streaming

would increase overall costs”

Picture quality

Slow/slow to download

7%

Cost/expense 7%

Time
lag/buffering/streaming

Sound quality 6%

Uses bat_tery up too 1%
quickly

Base: online - All mobile TV users (158)

Screen size is the major criticism of mobile TV, something that is now being addressed
more seriously by mobile phone manufacturers such as Nokia, Apple and Samsung.
However, these innovations come at a price which will be passed on to the consumer,

either directly through higher handset prices, or indirectly through more expensive

19
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packages and contracts from the networks. With the limitations imposed by screen size

mobile TV is a poor (yet currently expensive) imitation of the real thing.

Nonetheless there is a niche for mobile TV - the time to watch is when travelling -

especially when on or waiting for public transport.

Times when a mobile phone is/would be used to watch TV

On public transport 47%

Waiting for public

transport 35% “whenever I'm waiting for the
train and it's late — so basically
every day”
When I'm a

32%

passenger in a car

At home 16%

At work 12%

At a friend or

- 6%
relative's house

Base: online - All mobile TV non-rejecters (511)

Given the number of TVs already in a typical house and the cost of watching mobile TV,
there is little incentive to view mobile TV at home for any extended period of time, so this

is a minor area of usage.

20
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TYPES OF CONTENT PREFERRED
News is by far the area of most interest, suggesting that mobile TV would just be ‘dipped
in and out’ of when necessary (i.e. the users has a few minutes to kill), rather than used

as a primary delivery system for TV programming and general entertainment.

Types of mobile TV programming of greatest interest

News [ 36%
Sport _ 21%
Soaps
Sitcoms/comedy
Music - 16%
Sh
dranns/ccc))rrtmdies - 13%

UK drama - 11%

DocumenFanes/NaturaI - 9%
History
Recent/blockbuster
0,
movies - 8%

M Mobile TV

Classic/ old films - 8%

Food/Cookery [ 8%

Health and fashion . 7%

Reality TV [l 7%

Game show s/talent
0,
show s . 6%

Children programmes l 4%
Property I 3%

Don't know - 17%

Base: online — All non-mobile TV users (814)

21
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USERS ARE OPEN TO ADVERTISING

All mobile phone owners were asked whether they would prefer to have an ad-free
package that required a relatively high subscription fee for the TV service, or have a free
service that would have a considerable amount of advertising within the programming, or
somewhere in between. The most popular choice was the completely free option — even

if it contained a considerable amount of advertising.

Favoured mobile TV payment model

Higher subscription fee but no 9%
advertising

Don’t know . 14%

Base: online - all non-rejecters of mobile TV (511)

Smaller subscription fee but some
advertising shown too

No payment, but a considerable
amount of advertising

At a time when disposable incomes are being squeezed, it looks clear that if mobile TV is
to grow significantly in the short-term it will need to drop substantially in cost. If revenue

from advertising could drive down the cost to the consumer then the service does have

potential. However whilst audience sizes remain low, the attraction of mobile TV to
advertisers will remain extremely limited.

22
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IF these barriers could be overcome and the service was (at least initially) free, it would
encourage people to sign up to the service, and download the necessary software or
settings to their handsets so that if paid-for services were subsequently introduced,

handsets would already be ready technically to use the service.

The actual airtime required to receive the signal should also be free or of minimal cost,
with users able to use any free or inclusive airtime minutes that are included as part of
their package. As well as being low, costs also need to be transparent to help remove
the ‘fear factor’ regarding costs (stories in the media about enormous bills being incurred

by accessing TV services whilst abroad will not have helped).

However, at a time when advertising budgets seem likely to fall, it does seem naive to

expect advertisers to invest significant funds when audience sizes remain so low.

MOBILE TV — IS THE FUTURE NEARLY HERE?

After several false starts, perhaps it is

As we reported last year (and is still the case), in the longer term we believe mobile TV
will only become relatively widespread once it is broadcast over a free-to-air service, likely
to be using the DVB-H (Digital Video Broadcasting-Handheld) standard (rather than over
the 3G telephone networks). This means the TV signal is transmitted over the normal
airwaves rather than via the mobile phone networks, and it is therefore completely free to
receive and watch with the appropriate equipment. In March 2008, the DVB-H standard
was officially endorsed by the European Union as the "preferred technology for terrestrial
mobile broadcasting”. There have been two trials of the DVB-H service in the UK, but
whilst there are suggestions it could be made widely available in the UK as early as 2009,

as yet there is no definite date to introduce a full service.

Autumn 2008 sees the launch of several devices which could go some way to significantly
countering the major barriers that have hitherto prevented the widespread uptake of
mobile TV (namely picture size and quality , the cost of receiving it, and the fact that
viewers can't start watching ‘instantly’ as with conventional TV). Firstly, 3M is
launching a pocket-sized ‘mini beamer’ that connects to a mobile phone and allows it to

project images from the phone onto a wall or table. This will allow mobile phones to

23
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finally break free of the constraints of screen size that otherwise could always be a barrier

to large-scale uptake of mobile TV.

Secondly, Nokia announced the launch of the N96 handset, which is the first mobile
phone in the UK that will receive and show TV pictures from the DVB-H standard, as well
as being the first that will allow users to stream and download content from the BBC
iPlayer (over a mobile network). Could this handset - and others like it — finally see the
step-change in mobile TV that has been promised for so long? Quite possibly, but it will

need the impetus provided by DVB-H transmissions being made widely available.

In the longer term, once it is possible to combine these types of devices - so that a user
can receive live TV transmissions, as well as content on demand from the internet, and
also view them with an image approaching the size and quality of conventional TV (and -
perhaps most importantly - put this all into a box that will fit into their pocket) this really

could herald a revolution in mobile TV.

24
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In a new effort to integrate mobile phones even further into our lives, it will soon be
possible to use them to pay for products or services. Mobile phone companies have been
trialling new systems that will allow users to just touch their mobile phone against a
suitable 'reader’ in a shop and then purchase an item, rather than using a debit or credit
card. The payment would then be either deducted from the amount held on their phone,
or added to their next phone bill, effectively making it a debit or credit card, and one they

are very unlikely to leave home without.

02 has recently completed a pilot test using this “Near Field Communication” (NFC) to
enable mobile phones to be used as a payment device. NFC is the same type of
technology used in many other ‘contactless’ card systems like ID/access cards and the
Oyster card on the London Underground transport network, which enables information be

to transmitted across a short distance (approximately 4 inches).

Considering the concept is relatively unheard of by consumers, and also that it relates to
financial transactions (which are always an area of some concern to consumers), there
was a notable level of interest in this system. Over a quarter (26%) of all mobile phone
users expressed some degree of interest in paying for low cost items in this way. The
issue of trust and security would appear to be an area that users would need to be
reassured about, because only half as many (12%) were interested in using this method
to pay for high value items, like a new TV or a sofa. Likely to be influencing this is the
fact a lost or stolen mobile phone would have greater financial impact if it were capable of

paying for expensive items than if it were limited to low value items.

25
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Interest in using a mobile phone as a payment devic e for low-cost/high-value

items

Question: It will soon be possible to buy products or services in a shop and have the charge added to your
mobile phone bill. This could be to pay for something that costs just a few pence (e.g. for a newspaper
or a can of drink) or something more expensive (like a TV or a sofa). It would work similarly to a credit

card.

How interested would you be in paying for low-cost items like a can of drink or newspaper in this way?
And how interested would you be in paying for high-value items like a TV or sofa in this way?

m Very interested  Fairly interested = Don't know i Not very interested m Not at all intrerested

Low-cost items 18% 4%

High-value items 9% 49

Base: online - All mobile phone users (972)

Mobile users with monthly contracts were more interested than pre-pay users with regard
to paying for small items, probably due to their ability to check more easily how much they
are paying and on what (as they are more likely to receive itemised bills). There was little
difference between pre-pay and contract users when it came to paying for high value

items.

26
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Interest also varied by age, and dropped off sharply amongst those aged 35 or over.
Younger age groups showed considerably more interest in this new step to (potentially)

making life more convenient for the consumer.

Interest in using a mobile to pay for products and services (very+fairly interested)

H Low cost items e.g. newspapers or a can of drink
Expensive items e.g. TV or a sofa

Under 25

239 The younger the
age group, the

25.34 interest

20%
35-54
8%
-
55+

3%

Base: online - all mobile phone users (972)
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Four in ten think it's a good idea

A further service that has been tried but has yet to be rolled out on a large scale by the
networks is that of providing information based on the user’s location. A typical example
is they walk into a shopping centre and their phone would be sent an advert or special

offer or discount from a retailer within that shopping centre.

This idea was quite popular amongst the mobile users surveyed, with more than two-fifths

(44%) of all mobile users stating they thought it was a good idea.

Interest in receiving location-based content via mo bile phone

Question: It's now possible for location-based services to be provided via mobile phone. If you sign up, specific
content can be sent to your phone based on your geographic location, or if you are near a sensor that
could recognise your possible needs. For example, you could be sent a text message offering you a
20% discount as you walk past a particular shop or restaurant.

Do you think services like this are a good or a bad idea?

m Very good Fairly good Don't know = Fairly bad m Very bad

32% 15%

Base: online - All mobile phone users (972)

The main reason given amongst those who thought it was a good idea was that it would
enable them to save money , mentioned by a third. This tied in with the 11% that were

pleased about the fact it would alert them that these bargains existed, when perhaps they
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would otherwise not be aware of them. 5% even looked at it from the retailers’ point of

view, and said it was a good way for them to generate more business.

Why location-based content is seen as a good __ idea

Saves you money/I always like a discount or bargain 32%
Handy/useful/helpful 17%
Alerts me to new deals/discounts 11%
GtOOd advertising/good way to get customers in/entice tempt you in 59
etc

Innovative/Interesting/New/Different 5%
Tailored to you/advertising aimed at you as an individual etc 3%
Save you time 2%
Encourage you to go somewhere/get/do something you wouldn't 204
normally/Go somewhere new

Good if in a new area/a place you didn't know 1%
Other/don’t know 20%

Base: online — All stating it's a very/fairly good idea (468)

“Amazing new concept, but

“Allows people in modern day
who use phones a lot to get up to
the minute deals as they roam
the town past shops”

it might be too much junk
on your phone”

The biggest reason why it was considered a bad idea was that it was just seen as an
annoyance and an intrusion (mentioned by 16%). This also tied in with those that
mentioned it was just advertising (5%) or spam (2%). The other main issue is that of
privacy , and the fact that the mobile company (or others) will know their location and

potentially what they are doing based on their mobile phone. If this service is to become
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popular, it will be vital that the potential user’'s security and privacy concerns are allayed,
and that no unauthorised individual would be able to access their location (either ‘live’ or
after the event). That the system will essentially just be a computer automatically
responding to their location and sending out something which could actually benefit them
will be a key message to get across. The fact that all mobile phone companies can
already pinpoint the location of most users’ phones to within a few hundred metres may or
may not be a message they wish to communicate.

Why location-based content is seen as a bad__ idea “Another way to

make people
spend money

Irritating/annoying/a nuisance/distracting 16% when they had
no intention of

Just not interested/just don't like the sound of 13% buying”
it anything.
“Because | feel it's Intrusive/lInvades privacy 13%
too much like big A honefit's f - i o
brother encouraging phone is a phonel/it's for making calls ()
Kou to’spendh- ityou Don't like someone knowing my position/like 0%
aven't got the . being tracked/stalked like Big Brother/1984 0
money you shouldn’t
be urged to spend it Encourages debt/spending money you 5%
haven't got :
“Horrible to be
Just more advertising 5% _sent info on an
item but have
no money to
0,
Encourages you to spend money/shop 5% buy it even if
| don't need it/l can decide for myself 5% you wanted it.”
Rubbish/Awful/Stupid etc 4%
Spam/junk mail for your phone 2%
Could clog up network/phone 2%
Other 10%

Base: online — All stating it's a very/fairly bad idea (379)
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FREE AIRTIME IN EXCHANGE FOR RECEIVING ADVERTISING

Young mobile users particularly interested

As was seen earlier in this report, cost is usually cited as a critical issue for users
of additional mobile services, and the same is no less true for general mobile
usage (i.e. calls and texts). As the economic slowdown starts to really bite, it is
likely to become even more of a key issue, especially for those with lower

incomes.

A new model for providing mobile phone services has been introduced that could
take advantage of users’ desire to cut costs. By agreeing to receive advertising
direct to their phone (usually in the form of a picture or text message), the user
will receive free airtime and text messages. This type of service is typically aimed
at those with lower incomes, such as younger age groups and students. Overall,
there was a considerable level of interest amongst those surveyed, with over a
third (35%) stating they were interested and one in nine very interested (see

overleaf).
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Interest in receiving advertising in exchange for a irtime and texts

Question: Some mobile phone networks now offer a package whereby you get free airtime (approximately 60
minutes a month and about 200 free texts). In return you have to agree to receive up to 5 or 6 ads a
day on your mobile phone (the ads would be specifically aimed at you and relevant to your age and
interests). How interested would you be in this sort of package?

m Very interested  Fairly interested 1 Don't know = Not very interested m Not at all interested

24% 4%

Base: online - All mobile phone users (972)

The companies involved in providing these services (such as Blyk) certainly seem correct
to be targeting younger mobile users, as interest clearly decreases with age and 16-24s
are particularly interested. Lower-weight mobile users, those on higher incomes and

those typically adverse to new technology were all less likely to show an interest.
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Interest in receiving advertising in ‘ads for airti

me’ concept

All mobile phone users

Male

Female

16-24
25-34
35-44
45-54
55-64

65+

ABC1
C2DE

All very interested

R 11%

P 13%
I 10%

P 24%
P 15%
P 1%

P 5%

3%

1%

I 10%
I 12%

Base: online - All mobile phone users (972)

The younger the
age group, the

greater the
interest
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As this report has discussed, it has been many years since mobile phones were only ever
used for simple communication. Ever—more advanced handsets are being introduced on
a regular basis. The leader with regard to the new wave of advanced handsets - in terms
of column inches at least - is the Apple iPhone. It has gained enormous media coverage
and public interest, partly due to its groundbreaking design, with a 3.5” touchscreen. Not
only is this larger than almost all other mobile phones, it is the primary method for users to
operate its functions, rather than the hitherto near-ubiquitous keypad. The fact that it
comes from Apple who made MP3 players mass-market with the iPod has also
contributed significantly to its high profile. In July of 2007, over half (54%) of mobile
phone owners were aware of it, even though that was several months before it was even
launched. However despite this high level of awareness, in August 2008, just 1% of UK

adults claimed to own an Apple iPhone.

The first iPhone also stood out as although it was not 3G, it offered WiFi connectivity so
enabled users full internet access as long as they were within a suitable hotspot. This
meant they did not have to pay airtime charges to their network to access the internet.
The next generation of iPhone has now been launched, which does have a 3G capability
(which means it has better access to mobile internet and can show mobile TV). It was
also the first mobile phone to allow access to the hugely popular BBC iPlayer video on
demand service, via a wireless internet connection. However, it only allowed
programmes to be streamed (i.e. watched as they were transmitted rather than
downloaded to be watched later on). Nokia has now launched the N96 handset which not
only allows streaming and downloading of content from the iPlayer, it will also enable ‘live’
TV to be picked up, once signals start being transmitted over the airwaves (rather than via

a mobile network) via DVB-H handheld standard for TV broadcasting.

It can be seen that there is a lot of excitement about the latest breed of advanced mobile
handsets, but according to our research, currently only a very small minority (4% of
mobile owners) have either an iPhone, Blackberry or other form of smartphone. Amongst
these, over half (59%) of the smartphone owners also used a separate mobile phone on a

regular basis, often using one for business and one for personal reasons.
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This reflects one of the main issues with smartphones - that they are perceived more as
business tools than other types of handset which focus on the fun or social side of usage.
Apple’s iPhone has helped to start reverse this trend. Google is another major brand that
has recently moved in to the mobile phone market, and has launched it's own operating
system called Android on the T-Mobile G-1 smartphone, which has gathered numerous
column inches in the press. As more high profile brands get involved with smartphones it
will be interesting to see if they proliferate and become more established in the consumer

market or remain predominantly associated with business.
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The price of old fashioned ‘boring’ essentials like food and heating has gone through the
roof recently — for the first time in many years, disposable income is falling as pay rises
don’t keep up with inflation and the spectre of recession and rising unemployment hangs

over the country.

The mobile industry has matured during a period of continuous economic growth. That
meant that new technologies could be paid for out of a growing disposal income - buying
a new mobile phone did not necessarily mean that people had to make savings

elsewhere.

It is different now...with spending power falling and the endless supply of cheap credit cut
off, people just have to cut back somewhere. It's impossible to survive without food and
heating but even those of us who might wonder how they would live without their mobile
will acknowledge (perhaps begrudgingly) that they did once manage to get by without
one.

Unlike the internet, which can offer the opportunity to make savings buying online rather
than offline, the mobile industry is one that does not generally offer cost savings — calls
are more expensive than landlines, mobile internet is expensive and an inferior substitute
to the ‘real’ internet — the same can be said for mobile TV. The ‘only’ advantage (and this
is of course is a massive one) is that with a mobile phone you can do these things

wherever you want.

Mobile owners were asked whether they have sought to reduce their mobile expenditure

as a result of the ‘credit crunch’, possible recession and economic downturn.

Overall, 42% had made changes to reduce their expenditure, but there were significant
differences by key demographics. The desire to make economies was concentrated
amongst younger mobile owners and those with a contract — two groups that have
particularly high ARPU.
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Proportions doing anything to reduce mobile phone e xpenditure as a result of

credit crunch

|  Done anything to reduce mobile phone expenditure |

Under 25 50%

65%

25-34

35-44 44%

45-54 31%

55-64 31%

65+ 14%

Pre-pay 32%

Contract 54%

Base: online - All mobile phone users (972)

Mobile expenditure is fairly discretionary — pre-pay users can simply reduce the volume
of calls they make to reduce bills, and although this is likely to be less effective for those
on a contract, these customers do have the option of downgrading to a cheaper monthly

contract.

The chart overleaf shows what measures people had employed to try and reduce their

mobile phone expenditure (from a prompted list).
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Measures used to reduce mobile phone expenditure as a result of credit crunch

Just try to make less calls/limit my mobile 18%
usage generally 12%

Have switched/will switch to a cheaper monthly 0%

High ARPU contract

Make more calls via landline instead of my 11% customers are more likely
mobile phone 7% to have taken steps to
) reduce expenditure
Have switched from contract to pre-pay/pay as - 6%
you go 0%

. 7%

Put off buying a new handset 506 H Pre-pay

° m Contract

Used less additional ‘premium’ services such 3%
as mobile internet , text message updates , h 9%
downloads etc 0
Have/will put off upgrading my handset with my 204
current network as it means | would be tied to a h 10%
new/ longer/more expensive contract 0

. . 3%
Have/will switch network to save money L 704
0

Have switched from pre-pay/pay as yougoto 0%
contract 4%

33%
55%

Base: online - All mobile phone users (972)

Done something to reduce mobile expenditure
(Net)

“I only use my mobile phone for incoming calls and
emergencies only. All outgoing calls are done using Skype. |
have ditched my landline and saved line rental costs.

Looking to the future, 41% expect to do something to reduce their mobile expenditure as
a result of worries about a possible economic downturn. Again this varies considerably by

key demographics (shown on the following chart).
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Proportions who will do something to reduce mobile phone expenditure as a

result of credit crunch in the next 12 months

|lWiII do something to reduce mobile phone expenditure in next 12 months

Under 25 50%

25-34 63%

35-44 42%

45-54 37%

55-64 34%

65+ 11%

Pre-pay 31%

Contract 56%

Base: online - All mobile phone users (972)

The chart overleaf shows what measures mobile owners said they would plan to do to
reduce their expenditure in the next 12 months.
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Measures expected to take to reduce mobile phone expenditure as a resul __t of credit
crunch
Just try to make less calls/limit my mobile 21%
usage generally 19%
. 2%
Switch to a cheaper monthly contract
24%
Make more calls via landline instead of my 9%
mobile phone 7%
) 9%
Put off buying a new handset
7%
- ) ) B Pre-pay
Use less additional ‘premium’ services 3% = Contract

such as mobile internet, text message
updates, downloads etc

Switch from contract to pre-pay/pay as
you go

Put off upgrading my handset with my
current network as it means | would be tied
to a new/ longer/more expensive contract

Switch network to save money

Other

12%

i

R o

Base: online - All mobile phone users (972)
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Data in Sections 2 to 10 of this report were taken from two Continental Research surveys

of at least 1,000 adults aged 16+, representative of the population of Great Britain.

As reported by the individual networks, in June 2008 there were nearly 73 million mobile
phone subscriptions in the U.K. It should be noted that, while the great majority of these
customers will be adults, ownership among children has increased substantially since the
introduction of ‘cost-controlling’ pre-pay options. The Continental Research report looks
at usage amongst adults aged 16 years or more, and hence it should be taken into
account when interpreting the data in this section that users under the age of 16 are not
included in the analysis.
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100% -

90% A

80% A

70% -

60% -

50% A

40% A

30% A

20% A

10% A

0%

Penetration of mobile phones, UK adult population

86% 88% geup

1995 1996 1997 1998 2000 2001 2002 2003 2004 2005 2006 2007 2008

Base: omnibus — All adults (a minimum of 1,000 adults each wave)

Mobile phone ownership appears to have reached a plateau over the last two years.
There will always be a minority who just dislike the idea of having a phone, but there is no

doubting the near-ubiquity of mobile phones and the iconic status they have achieved.

Around 9 in 10 (86%) of the 50.5 million UK adults (Source: JICPOPS) now owns (at
least) one mobile phone. This translates into nearly 43 million adults now owning or
using a mobile phone. Looking at the figures provided by the networks (nearly 73 million
subscribers), this still leaves a gap of 30 million phones. The figure owning or using a
mobile phone has not moved from last year, supporting the observation that we have

reached a plateau.

The growth in the proportion of mobile owners in the population (16+) has not kept pace
with the subscriber statistics provided by the networks. It was first reported in our January

2000 report that inactive subscriptions were boosting the numbers of subscribers.
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Published network statistics support this theory. Removing inactive subscribers has
caused published network figures to fall considerably. Other possible factors affecting

figures are:

an element of double counting due to lost, stolen or broken handsets
the increasing number of children under 16 (not included in this report) who
own or use a mobile phone

People using more than one mobile phone or SIM card

Mobile phone usage by demographic group

% of UK

adult Owners ~ Owners  Owners Owners Owners
population 1998 2002 2006 2007 2008
Men 48% 58% 50% 49% 49% 49%
Women 52% 42% 50% 51% 51% 51%
AB 20% 34% 25% 22% 20% 21%
C1 34% 33% 30% 37% 36% 36%
C2 21% 19% 21% 21% 22% 20%
DE 25% 14% 24% 21% 22% 23%
16-24 14% 19% 18% 16% 16% 16%
25-34 16% 28% 22% 18% 18% 17%
35-44 19% 25% 21% 24% 22% 21%
45-54 15% 18% 17% 14% 15% 16%
55-64 13% 6% 12% 15% 14% 12%
65 + 22% 5% 10% 13% 16% 16%

Base: omnibus — All mobile owners (c.1,000 adults each wave)

As the majority of the population now owns a mobile, the demographic profile of an owner
nearly mirrors that of the actual population. The only significant difference is the lower

penetration amongst those aged 65+.
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Proportion of people in each age group using a mobi le

16-24 25-34 35-44 45-54 55-64 65+

Mobile owners 96% 93% 94% 91% 85% 65%
‘ Used to own mobile ‘ 1% 2% 1% 3% 3% 7% ‘
‘ Never owned mobile ‘ 3% 4% 5% 6% 12% 28% ‘

Base: omnibus - All respondents (1,059)

Therefore the area for greatest potential growth seems to remain the over 65s, with 35%

of that age group not currently owning a mobile phone.

However this group will be harder to convert to long-term users in the future primarily
because they are less comfortable with technology generally, and less likely to need the
mobile phone as a social communications tool when out and about. Past research has
shown many in this group have a phone for ‘peace of mind’ reasons. Often they have
been given or encouraged to buy a phone by a close relative to ensure they can keep in
touch. As a result ARPU (Average Revenue Per User) is relatively low amongst the over
65s.
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After declining for several years after the launch of pre-pay phones in the mid-to-late 90s,
the proportion of mobile phone owners on a contract has been slowly rising since 2003,
until levelling off in 2006. This is at least partly due to substantial efforts made by the
mobile networks to increase the number of customers on a contract, as they typically

provide higher revenue than pre-pay customers.

How pay for mobile phone

0fy =
80% 70% 72% 72% 71%
0,
70% - O7% 66%  ga%6  64%
60% -
50% 4 459 W Pre-pay
—&— Contract
40% A
P =36%—o 36%
o470
30% A
20% -
10% -
0% L) L) L] L] L] L] L] L] 1
2000 2001 2002 2003 2004 2005 2006 2007 2008

Base: omnibus — All mobile owners (c.1,000 adults each wave)
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There are considerable differences between the profiles of contract and pre-pay owners.

Contract owners are concentrated very much amongst the more affluent sections and are

more likely to be:

- aged 25-44

- male

- living in London/ South East

- social class ABC1

The chart below compares the profiles of contract and pre-pay owners.

Analysis of pre-pay and contract customers

Men 45% 56%
Women 55% 44%
W w1
AB 18% 25%
C1 33% 42%
Cc2 20% 20%
DE 29% 13%
W W 1
16-24 18% 14%
25-34 12% 28%
35-44 17% 29%
45-54 16% 15%
55-64 15% 8%
65+ 23% 5%
W 1
North 37% 30%
Midlands 30% 31%
South 33% 39%

Base: omnibus — pre-pay/contract customers (564, 291)
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This section of the report is based on subscription data provided by the network
operators. It should be noted that the number of subscribers reported by each network is
not people, but the number of active mobile handsets and the definition of ‘active’ does
vary by network. In particular the total number of ‘subscribers’ has now reached nearly 69
million (greater than the total UK population) indicating that some people either have more
than one mobile, and/or lost, unused or stolen phones remain unreported and therefore

still count as active subscribers.

The quarterly market data published by the network operators has been used to monitor

the growth of the mobile phone sector since 1990. These figures are shown below:

Mobile Phone Subscribers, 1990 — June 2007

Date Number(t())f0 ZL;&))scrlbers % growth Abso(lggeo S)rowth
1990 1,140 -

1991 1,225 7.5% 85
1992 1,397 14.0% 172
1993 2,002 19.2% 605
1994 3,060 52.8% 1,058
1995 5,410 76.7% 2,350
1996 6,810 25.9% 1,400
1997 8,264 21.4% 1,454
1998 13,001 57.2% 4,737
1999 23,910 84.0% 10,909
2000 40,061 67.0% 16,151
2001 41,960 4.7% 1,899
2002 46,700 11.1.% 4,740
2003 50,210 7.5% 3,420
2004 55,460 10.4% 5,520
2005 60,630 9.3% 5,170
2006 66,170 9.1% 5,540
2007 69,090 4.4% 2,920
2008 72,870 5.5% 3,780

SOURCE: PUBLISHED NETWORK OPERATOR STATISTICS
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The chart below shows the number of customers that each network has as of June 2008.

Mobile phone subscribers by network (millions)

18.68
16.38 15.76
12.69
4.87 4.49
02 Vodafone Orange T-Mobile 3 Virgin

SOURCE: PUBLISHED NETWORK OPERATOR STATISTICS

Table Al in the Appendix provides a full breakdown of the number of customers that each
network has from 1997-2008. Comparisons between network figures should be treated
with a degree of caution, as each network has their own definition of a ‘subscriber’.
Where possible we are trying to measure ‘active subscribers’ i.e. phones that are actually
being used. However there is no standard definition of an active subscriber across all the
networks. The Appendix provides more details on the subscriber definitions used for this

report.
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Given the caveat that any comparison between the network statistics should be treated

with caution due to the lack of a standard definition of an active subscriber, the next chart

shows the market share of the network operators.

The figures used for Vodafone, T-

Mobile and Virgin (from 2004) are the lower ones (i.e. excluding inactive users) - see table

Al in the appendix for further detalils.

Market share by network operator

0/ -
45% —— (02 —®—Vodafone —4&—Orange —@—T mobile —#—Virgin ——3
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -
O% 1 1 1 1 1 1 1 1 1 1 1 1
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Dec- | Dec- | Dec- | Dec- | Dec- | Dec- | Dec- Mar-
9% 97 98 99 00 01 02 Jun-03|Jun-04{Jun-05{Jun-06 07 Jun-08
——02 39.4%(36.2%(31.1%28.9% [ 25.6% [ 25.1% | 24.0% | 24.5% | 24.4%| 24.1% | 25.4% | 25.8% | 25.6%
—— VVodafone [41.1% [ 38.0% | 37.5%(32.8%(29.1% | 25.1% | 24.4%| 24.1% | 23.3% | 22.7%| 21.0% | 22.4%| 22.5%
—A— Orange 11.5%|13.5%|16.6%|20.4% |24.5%|28.1%|26.7%|26.5% | 24.8%|23.8%|22.7%|21.8%|21.6%
—— T mobile | 8.0% [12.3%(14.8%(17.3%(19.1%(18.4%20.1%|19.2%(19.2%|17.2%|18.7%(18.0%|17.4%
—— Virgin 0.0% | 0.5% [ 1.7% | 3.3% | 4.8% | 5.7% | 6.1% | 6.8% | 6.6% | 6.3% | 6.2%
——3 0.0% | 2.2% | 5.3% | 5.7% | 5.7% | 6.7%

SOURCE: PUBLISHED NETWORK OPERATOR STATISTICS

02 has continued to increase its lead over Orange as the network with the largest number

of subscribers over the last 12 months, with Vodafone still in second place.

It has also

managed to capture a large share of the young market, arguably essential for sustained
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revenue as they have the greater opportunity to create loyal customers for a much longer
period. Exclusive deals like the one they have to provide the iPhone will not harm their

chances of reducing churn within this lucrative (yet fickle) age group.
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Network
02
- Contract
- Pre-pay

Vodafone
- Contract
- Pre-pay

Orange

- Contract
- Pre-pay

T-Mobile

- Contract

- Pre-pay
Virgin

- Pre-pay/ DD
Contract

3
- Contract
- Pre-pay

Mobile phone subscribers by network (millions)

1998 2000 2002 2004 2006 2007 2008

3.50 3.05* 3.65 4.73 5.87 6.37 7.15
0.54 7.19* 7.52 8.80 10.94 1141 11.53

3.70 4.14 4.96 5.7 5.5 6.05 6.68
1.18 7.52 6.88 7.2 8.4 9.35 9.70

5.1 4.97 5.85
1.68 3.07 3.97 4.55 ol

9.9 10.13 9.91
0.49 6.76 8.83 9.20 ookl

2.24 3.61 3.8 3.92
1.27 1.92 EELT 2.86 Fokkk Fkkk
6.87 8.78 8.57 8.77

S I D

435 452 412
. 0.67 178 339  mek  wee
- - - . - - 0.38

- - - 0.77 2.21 2.33 3.19
- - - 0.43 1.54 1.58 1.68

SOURCE: PUBLISHED NETWORK OPERATOR STATISTICS

Footnotes explaining specific figures are given in the Appendix
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After a static period between 2005 and 2007, the slow increase in contract phones noted

from 2000 appears to have started again.

Share by payment type

H Contract M Pre-pay

100%

78%

0%  70%  68% 68% 68%  gEo

66% 66%

63%
50%50%

Dec 97 Dec 98 Dec 99 Dec-00 Jun-01 Jun-02 Jun-03 Jun-04 Jun-05 Jul-06 Jun-07 Jun-08

SOURCE: PUBLISHED NETWORK OPERATOR STATISTICS
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%

Network subscriber figures

Table Al: Mobile phone subscribers by network (mill

ions)

Network  12/97 12/98 12/00 6/02  6/04  6/06  6/07  06/08
02 299 404 1024 1117 1352 1681 17.78 18.68

13.01 1423 162 1741 1851
Vagkone 314 487 1166 1184 (1205) (13.87) (15.41) (16.38)
Orange 112 216 983 128 1375 15 151  15.76
T-Mobile
(excluding 101 192 7.65 911  10.65 12.39 1237 12.69
Virgin)

4.25

Virgin - - 067 178 (339) (435 452  4.49
3 120 375 391  4.87
TOTAL UK 8.26 13.00 40.06 467 5546 66.17 69.09  72.87

SOURCE : PUBLISHED NETWORK OPERATOR STATISTICS

Definitions are taken from a mixture of press releases and telephone conversations — and
are summarised in good faith. There is no universally used definition of an active

subscriber.

Vodafone : In some cases two figures are shown for Vodafone. The first and higher is
the total subscriber figure without any deduction for inactive phones. The second is
based upon the number of active subscribers only (NOTE: Vodafone no longer publish
the proportion of active subscribers as of the end of Q1 2007 due to negligible changes in
this percentage. Figures for 2008 have therefore been based on the last known
percentage published). Active being defined as customers who have paid a monthly fee

or made a chargeable event in last three months.

T-Mobile (excluding Virgin): The figures for 2006 to 2008 are based on the total number
of T-Mobile customers that had been active in the previous 180 days, minus the number
of Virgin customers (which as stated below are reported on a 90-day active basis as of 1%

February 2006). Due to the difference in reporting methods for T-Mobile and Virgin, we
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believe the figure for T-Mobile customers could actually be lower than stated in the above

table.

Virgin : In some case two figures are shown for Virgin for 2004. The first (and for all data
prior to 2004) and higher is the total subscriber figure without deduction for inactive
phones. The second is a lower figure based on active phones. Active customers
comprises gross connections, net of disconnects, returns under the customer service
guarantee and customers who have not used the network in the preceding 90 days.

For 2006 and 2007, Virgin figures are based on the number 90-day active customers as

of 1% February.

02: active SIM card i.e. a call made or received within three months.

Orange : made any outgoing calls/ text messages or received four or more incoming calls/
text messages over a period of three months. Figures for 2006 were only provided
rounded to the nearest million, so the actual figure could be anywhere between 14.5

million and 15.49 million customers.

3 The 2006 and 2007 figures include subscribers in the Republic of Ireland. The data for
2004 is from August.

Table of mobile phone subscribers by network: notes

* Please note that network operator statistics with the pre-pay/ contract proportions were
not available for BT Cellnet for Q4 2000. The figures that appear above for BT Cellnet

are estimated from the survey of 2,000 adults.

*** Please note that network operator statistics with the pre-pay/ contract proportions were
not available for Q2 & Q4 2001 & Q1 2002 for One 2 One. The figures that appear above

are estimated from our survey of 2,000 adults.

**** Please note T-Mobile contract/ pre-pay split in 2006 and 2007 is an estimate (due to
difficulty calculating figures excluding Virgin). The figure for Virgin now should include
some contract customers (figures not released) however for the purposes of this report

we have included all Virgin phones in the pre-pay category.
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*xxx% Please note that Orange did not state how their customer base was split by pre-pay

or contract this year, so we have based an estimate on the most recent split available,
from 2005.

Further information on network figures is available on request.
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For queries about this report, please contact: Tim Barber or James Myring.

Continental Research currently provides reports on the following:

TV 3.0 - The Digital and Internet TV Report Autumn 2008 £500 ex VAT
The 2008 Mobile Phone Report £350 ex VAT

Both reports can be purchased for the reduced price of £750 ex VAT.

TV 3.0 - The Digital and Internet TV Report Autumn 2008
Tim Barber
020 7490 9121

tim.barber@continentalresearch.com

The 2008 Mobile Phone Report

James Myring

020 7490 9129
james.myring@continentalresearch.com
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Continental Research (registered name CSW Research Ltd) is a full service market research
company that was founded in 1989 and now has a turnover in excess of £7 million. Itis a wholly

owned subsidiary of BDRC

At our offices we operate our own 100-line telephone unit equipped with CATI (Computer
Assisted Telephone Interviewing) facilities. The company's face-to-face division has a UK field
force of over 950 IQCS trained interviewers. Interviewer quality control is a primary
consideration and at our last industry field inspection the inspector commented “The A+ grade is

well deserved for quality standards.”

We are pioneers of many new techniques and services and were one of the first agencies to
carry out online research surveys in the UK, our first survey for Yahoo! taking place in 1997. In
conjunction with our Dutch partner Knots we regularly run large international online surveys

using large worldwide panels.

We look to employ the latest techniques in online research. Continental I1Q (interactive
guestionnaires) utilises the strong emaotional reactions evoked by visual images, enabling
respondents to interact more intuitively with questionnaires. By blurring traditional research
boundaries, Continental Online gains qualitative in-depth insight from robust quantitative-sized
samples. If you would like to see a demo just let us know.

Our IT department has experience of the full suite of MR software producing actionable and user
friendly data. In-house statistical capabilities provide market modelling facilities, trade off
analysis, multiple regression and market segmentation techniques for which we won the BMRA

award for innovation in 2001.

Continental Research offers market research solutions to all kinds of marketing problems, but
has specific expertise in these sectors: IT/Telecoms, Media, Advertising and Brands, Travel,

Finance, and Public Sector.
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