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Key Findingg Total Subscribers

Taking into account the changes in population and affluence, the number of subscribers to all services is
projected to increase at an average annual rate of 4,238.9 thousand per annum over the next 20 years.This
takes total subscriptions from 236.2 Million in 2010 to 321.0 Million in 2030 and represents an absolute
increase of 35.9% .

2010 2015 2020 2025 2030

Total Subscribers (000s) by Service
Fixed line 42,343 45,291 48,262 50,822 52,337
Residential ~ 000s 30,927 33,374 35,669 37,625 38,957
Business 000s 11,416 11,917 12,593 13,197 13,380
Cellular 000s 176,349 188,562 199,983 209,286 216,331
Fixed Broadband 000s 17,534 32,014 45,637 50,822 52,337
Total relationships 000s 236,227 265,867 293,882 310,929 321,004
Average Increment pa 000s 5,928 5,603 3,410 2,015
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Key Findingg Consumer Spend

The total expenditure of all households in example market on Communications is estimated at US$6.84 Bn in
2010. It is expected that this total expenditure of all households will reach US$8.28 Bn in 2020 and US$9.19 E
in 2030. This represents a Compound Average Growth rate (CAGR) for each decade of 1.9% and 1.1%
respectively. The growth is driven by a combination of an increasing number of households, (up 18.8% by 202
and an increasing spend per household on communications (up 13.0% by 2030).

Communications spending of all Households | 2010 2020 2030

Total Market Value

Spending by all househol US$Bn 6.84 8.28 9.19

Spending by urban households US$Bn 4.25 533 6.05

Spending by rural households US$Bn 2.59 2.95 3.14

CAGR Total % pa 1.9% 1.1%
Urban % pa 2.3% 1.3%
Rural % pa 1.3% 0.6%

Per Household Spend

Spending per household US$ pa 365 399 413
Spending per urban household US$ pa 710 748 744
Spending per rural household US$ pa 204 218 223
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PROJECTED MARKET PENETRATION BY
SERVICE TYPE

This section of the report examines the historic and projected penetration of
each of Fixed Line for Residential, Fixed line for business, mobile subscriptions
and Fixed Broadband subscriptions
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Methodology for Forecasts

The following section uses the methodology outlined here. There is good historic data on the take up of each
telecommunications service. Similarly there is good data on the distribution of households by income and wages. What is not
available on a reliable, systematic and nationwide basis is average cost of each service over time. As such it hagassitieen

to directly relate price to income segmeqtand then project that forward.

Therefore we have taken an alternative approach. We have used the assumption that, typically, penetration works downward in
terms of income- that is a service is most likely to be adopted by the more affluent at first and moves down the incomasevels
(a) cost of the service reduces and (b) functionality of the service improweseby giving better value.

This generates a time series trend of each service in terms of the income level required for the service to be @abptbd
effect is the historical value curve for each service. It is the pointin terms of income where the household decidskdbét i
allocate some of its expenditure to that category as the value derived from it warrants that expenditure. We then prgect th
curves forward to give a measure of the trend in the value curve, implicitly including likely improvements in functioality a
reduction in price (i.e. Increase in value).

This approach works well for Residential fixed line as that is delivered on a per household basis. For mobile phoses there i
issue of individual ownership and multiple ownership per household constrained by age profile (i.e. very young will @ad own
ownership of younger members of the household will be a function of incarireshort multiple ownership increases with

household income as well as over time). So the base for these forecasts is all persons 10 years plus and the modéilegrojects t
penetration of this segment based on trends in household incomes. For Fixed line for business the base is employedgersons a
penetration is forecast on the basis of the projected salary/wage level associated with having a business line. lrofitexaase
Broadband we have determined the income/salary level associated with historic penetration and then projected that forward
with the base being all households and businesses with a fixed line with the forecast being the proportion of these with an
income/salary above the trend line for this.
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Residential Fixed LineHistoric

Fixed Line Penetration of households has increasec
by 9.1% points from 46.1% of households in 2000 to
55.0% in 2009.During the same period the number ¢
households increased from 48.3 million to 55.1
million. A 14.2% increase.

As a result total residential fixed lines increased fron
29.4 million in 2003 to reach 30.9 million in 2010. An
increase of 1.5 million lines.
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Residential Fixed LineProjected

Based on the historic relationship between household incomes and the cost of the fixed line service being

applied to the future trend in household incomes it is expected that:

Fixed Line penetration of residential households will be virtually unchanged by 2020 at 56.4% (this compares
with 55.2% in 2010). This combined with a 13.1% increase in total households means total residential fixed lir
subscriptions will increase from 30.9 million to reach 35.7 million in 2020. This is a 15.3% increase.

For the subsequent decade (2020 to 2030) penetration is projected to reach 57.1% and total households to
increase by 7.9% to reach 68.3 million. As a result total residential fixed lines are projected to increase to 39.

million. An increase of 9.2%.

2010 2015 2020 2025 2030

Households 000s 55,983 59,969 63,290 66,033 68,266

Penetration % 55% 56% 56% 57% 57%

Residential Lines  000s 30,927 33,374 35,669 37,625 38,957
Additional Residential Lines pa

000s 489 459 391 266

CAGR 1.5% 1.3% 1.1% 0.7%
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Residential Fixed Line Overall Trends

Households/Households with a Fixed Line {000s)

Projected Trend in Total Households, Penetration rate
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80000 - - 70%
70000 - | 0%
60000 -
- 50%
50000 -
- 40%
40000 -
- 30%
30000 -
- 20%
20000 -
- 0,
10000 - 10%
0II\III\II\IIIIII\II\III\II\\II 0%
2000 2005 2010 2015 2020 2025 2030
= Residential fixed lines (000s) Households

—— Penetration of households (%)

Penetration of households (%)

Historic and Projected real US$ Household Income level associated with

subscription
800 -

700 -

600 -

400 -

300 -

200 -

USS Household Income Associated with Subscription

100 -

=]

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

2026

2027
2028
2029
2030

GlobalDemographics
Telecommunications

10




Business Fixed LingHistoric

Non Residential Fixed Line Penetration of employe
persons has not changed from 11.7% of households
in 2000 to 12.2% in 2009.During the same period th¢
number of employed persons increased from 73.6
million to 91.8 million. A 24.8% increase.

As a result total business fixed lines increased from
8.6 million in 2000 to reach 11.2 million in 2009. An
increase of 2.6 million subscriptions
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Business Fixed LingProjected

Based on the historic relationship between salaries/wages and the cost of the fixed line service being applied
to the future trend in salaries/wages it is expected that: Non Residential Fixed Line penetration of employed
persons will be virtually unchanged by 2020 at 12.2% (this compares with 12.3% in 2010). This combined wi
a 11.0% increase in total labour force means total business fixed line subscriptions will increase from 11.4
million to reach 12.6 million in 2020. This is a 10.3% increase.

For the subsequent decade (2020 to 2030) penetration is projected to reach 12.2% and total employed
persons to increase by 6.5% to reach 110.1 million. As a result total business fixed lines are projected to

increase to 13.4 million. An increase of 6.3%.

2010 2015 2020 2025 2030

Employed Persons 000s 93,151 98,450 103,372 107,529 110,074

Penetration % 12% 12% 12% 12% 12%

Business Lines 000s 11,416 11,917 12,593 13,197 13,380
Additional Business Lines pa

000s 100 135 121 37

CAGR 0.9% 1.1% 0.9% 0.3%
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Business Fixed LineOverall Trends

Projected Trend in Total Employed, Penetration rate and
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Cellular SubscriptionsHistoric

Cellular Penetration of individuals 10 yrs + has
increased by 83.8% points from 16.2% of persons 1(
years + in 2000 to 100.0% in 2009.During the same
period the number of persons 10 years + increased
from 142.4 million to 160.0 million. A 12.4%
increase.

As a result total cellular subscriptions increased fron
23.0 million in 2000 to reach 174.0 million in 2009.
An increase of 150.9 million subscriptions

At 100% penetration of the 10 year + population by
2009 affordability of a cellular subscription is no
longer an issue.
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Cellular SubscriptionsProjected

Based on the historic relationship between household incomes and the cost of a cellular service being appliec
to the future trend in household incomes it is expected that: Cellular penetration of persons aged 10 years an
above be virtually unchanged by 2020 at 100.0% (this compares with 100.0% in 2010). This combined with
13.4% increase in total persons aged 10 years and above means total cellular subscriptions will increase fron
176.3 million to reach 200.0 million in 2020. This is a 13.4% increase.

For the subsequent decade (2020 to 2030) penetration will remain at 100% and total persons 10 years plus a
projected to increase by 8.2% to reach 199.0 million. As a result total cellular subscriptions are projected to

increase to 216.3 million. An increase of 8.2%.

2010 2015 2020 2025 2030

Individuals 10 yrs + 000s 162,214 173,448 183,954 192,511 198,991

Penetration % 100% 100% 100% 100% 100%

Cellular Subscription€00s 176,349 188,562 199,983 209,286 216,331
Additional subscriptions pa

000s 2,443 2,284 1,861 1,409

CAGR 1.3% 1.2% 0.9% 0.7%
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Cellular Subscriptiong Overall Trends

Persons 10 yrs + (000s) and Cellular subscription (000s)

Projected Trend in Individuals 10 yrs +, Penetration rate
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Fixed broadband Historic

Fixed Broadband Penetration of households and
offices has increased by 20.5% points from 0.2% of
them in 2000 to 20.7% in 2009.During the same
period the number of households and offices
increased from 60.5 million to 70.4 million. A 16.3%
increase.

As a result total Fixed Broadband subscriptions
increased from 0.1 million in 2000 to reach 14.4
million in 2009. An increase of 14.3 million
subscriptions
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Fixed Broadband Projected

Based on the historic relationship between household incomes/wages and the cost of a fixed broadband
service being applied to the future trend in household incomes it is expected that: Fixed Broadband
penetration of households and offices increase from 24.5% in 2010 to reach 56.7% in 2020. This combined
with a 12.6% increase in total households and offices means total Fixed Broadband subscriptions will increas:

from 17.5 million to reach 45.6 million in 2020. This is a 160.3% increase.

For the subsequent decade (2020 to 2030) penetration is projected to reach 75.2% and total households and
offices are projected to increase by 7.6% to reach 86.6 million. As a result total fixed broadband subscriptions

are projected to increase to 52.3 million. An increase of 14.7%.

2010 2015 2020 2025 2030

Households and Offii000s 71,508 76,377 80,518 83,955 86,612

Penetration % 25% 42% 57% 68% 75%

Fixed Broadband  000s 17,534 32,014 45,637 50,822 52,337
Additional subscriptions pa

000s 2,896 2,724 1,037 303

CAGR 12.8% 7.3% 2.2% 0.6%
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Fixed Broadband Projected

Households and Offices with a Fixed Line (000s)

Projected Trend in Total Households and offices,
Penetration rate and Fixed Broadband Subscriptions
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PROJECTED CONSUMER SPEND ON
TELECOMMUNICATIONS

This section of the report examines the historic and projected expenditure of households
on communications. It is not possible to allocate this spend by type of service, but analysis
Is possible of communications spend by household income level
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Expenditure Pattern by Income Group

1- 2500- 7500- 15000

) . . . Total expenditure per household US$ 2500 7500 15000 Plug

It IS not surprising that as income increases so the Total Exp 1,368 3,453 7,428 22,289
proportion spent on food and clothing declines. Food, Non Alcoholic Bev 531 1,496 3,270 9,347
Alcohol, Tobacco 38 97 196 491

Clothing, Footwear 29 95 235 826

¢KA&d RSONBIAS R28a LINE QpRSuipmEpie YO T NI % KENI 372
categories to grow and in particular Transport and || o one uies 0 1y 356 896

) ] ) j Household Equip & Operations 24 65 137 373

Communications, and Recreation and Education.  |Heai 16 52 128 441

Transport 197 445 974 3,343

Communication 102 173 315 931

As income increases the increase in proportion of  |Recreation, Culture 13 55 163 793

total expenditure allocated to communications, Education _ 72 123 226 672

. . . . . Other Consumption Expenditure 92 129 194 453
combined with the absolute increase in expenditure g Expendiure (%)

means that this category experiences very significarifood, Non Alcoholic Bev 39% 43% 4% 429

growth in absolute amounts spent per household.  fAlcohol, Tobacco 3 3% % 2%

Clothing, Footwear 2% 3% 3% 4%

Housing: Actual/imputed rentals 14% 16% 17% 17%

Housing utilities 5% 5% 5% 4%

Household Equip & Operations 2% 2% 2% 2%

Health 1% 2% 2% 2%

Transport 14% 13% 13% 15%

Communication % 5% 4% 4%

Recreation, Culture 1% 2% 2% 4%

Education 5% 4% 3% 3%

Other Consumption Expenditure 7% 4% 3% 2%
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Total Category Growth

This table looks at the potential impact of number of households and the affluence of these
households on the total market value (total households multiplied by average spend on category) of
key product categories.

In the case of communications, expenditure is projected to lift from US$6.8 Bn in 2010 to US$8.3 Bn in
2020 (up 21%) and then reach US$9.2 Bn in 2030 (a 11% increase).

Per household expenditure Total expenditure value
US$ pa US$ BN CAGR Absolute change
2010 2020 2030 2010 2020 2030 2010-20 2020-3Q 2010-20 2020-3(
Food, Non Alcoholic Bev 3,515 3,900 4,036 65.8 80.5 89.8 2.0% 1.1% 22.3% 11.69
Alcohol, Tobacco 199 217 223 37 45 5.0 1.9% 1.0% 20.4% 10.69
Clothing, Footwear 282 319 335 5.3 6.6 75 2.3% 1.2% 25.0% 13.19
Housing: Actual/imputed rentals 1,360 1,519 1,577 255 313 35.1 2.1% 1.1% 23.0% 12.09
Housing utilities 362 396 406 6.8 8.2 9.0 1.9% 1.0% 20.4% 10.69
Household Equip & Operations 144 159 164 2.7 33 36 2.0% 1.1% 21.5% 11.29
Health 152 172 180 2.8 35 4.0 2.2% 1.2% 24.7% 12.99
Transport 1,181 1,328 1,386 22.1 274 30.8 2.2% 1.2% 23.9% 12.59
Communication 365 401 413 6.8 8.3 9.2 1.9% 1.1% 20.9% 11.09
Recreation, Culture 240 281 299 45 5.8 6.7 2.6% 1.4% 28.8% 15.19
Education 262 288 297 49 5.9 6.6 1.9% 1.1% 21.1% 11.19
Other Consumption Expenditure 211 224 226 4.0 4.6 5.0 1.6% 0.8% 16.8% 8.8%
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Summary of Expenditure Patterns on

Communications

The total expenditure of all households
in example market on Communications
is estimated at US$6.84 Bn in 2010.

It is expected that this total expenditure
of all households will reach US$8.28 Bn
in 2020 and US$9.19 Bn in 2030. This
represents a Compound Average
Growth rate (CAGR) for each decade of
1.9% and 1.1% respectively.

The growth is driven by a combination
of an increasing number of households,
(up 18.8% by 2030) and an increasing
spend per household on
communications (up 13.0% by 2030).

Communications spending of all Households | 2010 2020 2030
Total Market Value
Spending by all househol US$Bn 6.84 8.28 9.19
Spending by urban households US$Bn 4.25 533 6.05
Spending by rural households US$Bn 2.59 2.95 3.14
CAGR Total % pa 1.9% 1.1%
Urban % pa 2.3% 1.3%
Rural % pa 1.3% 0.6%
Per Household Spend
Spending per household USS$ pa 365 399 413
Spending per urban household US$ pa 710 748 744
Spending per rural household US$ pa 204 218 223
CAGR Total % pa 0.9% 0.39
Urban % pa 0.5% -0.19
Rural % pa 0.7% 0.29
Total Households 000s 18,725 20,631 22,249
000s 5,986 7,115 8,130
000s 12,739 13,516 14,119
CAGR Total % pa 1.0% 0.8%
Urban % pa 1.7% 1.39
Rural % pa 0.6% 0.49
GlobalDemographics 93
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Historic and Projected Trend in Total Consumer

Expenditure on Communications by Income Group

The subsequent pages provide detail on expenditure
on Telecommunications by income segment. The
intention of this chart is to show graphically how the
importance of each segment changes over time.

In 2010 the highest income segment (US$15001
Plus) accounts for 58.6% of all households
expenditure on telecommunications and 58.6% of
households.

By 2020 this income segment will account for 64.4%
of market and 27.9% of households.

However, it accounts for 81.2% of the growth in total
market size as a result of increase spend per
household at this income level.
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