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The value in the handset market has already shifted to smartphones...

Apple vs. Nokia in Q1 2010

The value in mobile phones has already moved to
The smartphone segment
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...and remains connected to the sale of hardware

Hardware vs. Software and service revenues Q1 2010.

To realise the value created by software,
one has to sell hardware
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Which leads to two conclusions.

Conclusions

: N

Making money in
mobile phones
requires:

~

1) Compelling software to
delight users and add
utility to them

2) The hardware through
which to realise the

value of the software
\ / investments made. /
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This market is set to continue growing meaning that the shift is value is likely to continue.

Smartphone shipment forecasts
2006-2013, units (m)
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The relevance of
smartphones to
handset makers
is only going
one way

(S /
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...and the money in the handset market is going to coninue shifting to the smartphone segment.

Value of the handset market

\

This is even more
relevant when
one looks at
the ammounts
of money
involved

N




Also critical to long term success is the developer...

Developers

Many applications
j{> Platform success : N\
The appeal of a
platform is likely
to be a function
of the number of
applications that

are available on it

-

Developer program

@ @ @ Few applications
s (€52 T
®©@ < j>



...where the last three years have seen seismic shifts in the industry in developed markets.

Shift in developed market developer support
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No one seems to
be focusing on
Symbian as they
were just three years ago

Nokia’s focus on app developers
is very much focused on emerging
markets at this point in time.
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Winners and losers

All about the user

© Nomura International plc 27/05/2010




Who wins will depend on who can win the

Delivery of content and services to users be present in service

[ Services }

[ Games ] \

heart and mind of the user.

~

Operators need to

delivery on the handset
to be relevant to the user
and thus preserve
their brands.

\

[ Messaging J-—-"‘"

[ Applications }

Consumers

he best functionality is likely to define the purc hase decision

{ The platform that users identify with as giving the m J
t
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| am still of the opinion that operators are on track to be commoditised into bit pipes...

The spectrum of own brand to white label

[ ] vendor [] operator

BRAND VALUE

\_—" verizonwielsss

2004 > 2005
2005/6 < 2004 (Japan)
< 2010 2007 Source: Nomura 11
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Hardware is becoming less relevant but critical to making a good return from software investments.

This has created the

Decision drivers for mobile handset purchase e A
to enter into a new
Market
Decision Fashion
Driver Voice Function

Key
Implementation Hardware Software
Level
OEM Core
Competence
Hardware is gradually becoming commoditised...
...this means that differentiation will
increasingly be achieved through the
Source: Nomura user experience...i.e. software
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The major players in this space are all at different stages...

The smartphone contenders

4 N\

Seeing momentum although
fragmentation remains a big
issue

Momentum continues. Risks
making a mockery of open

source and becoming a /
standard
\ N J Its a big market but
everybody wants to
("~ Symbian 4 needed to see any ) play in it.
real turnaround. 2011 at the Competition is already
earliest. Signs from Symbian 3 fierce and is likely to
do not inspire confidence. OVI continue increasing.
still needs a lot of work .
Fragmentation of
Android will really help
e = = A 4 - N Nokia.
» » Growth outlook is still good but
— ;2 the consun?ler us%r %xpgnence \
is still way behind.
L1 | L Y )

( Totally dependent on consumer
acceptance as the vendors
seem to have left the building.

2012 at the earliest.
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