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World Mobile Phone Market: Latest Research Findings in 2009

- The market is expected to exceed 1.3 billion sets in 2012. -

RESEARCH SUMMARY

w+ Research Outline

Yano Research Institute has conducted a study on the world mobile phone market as described
below.

1. Research period: March to June 2009

2. Research targets: Domestic mobile communication service providers, domestic mobile phone
manufacturers, overseas mobile phone/smart phone manufacturers, overseas contract manufacturing
enterprises, overseas PC manufacturers, and overseas PND manufacturers

3. Research methodologies:
Face-to-face interviews with relevant personnel, interviews via telephone and e-mail, and literature
researches

+ Key Findings

¢ The world shipments of mobile phone handsets in 2008 were 1,182.89 million sets in total.

The shipments of mobile phone handsets in the global market in 2008 were 1,182.89 million sets,
increased by 7.5 percent from the previous year (1,100.27 million sets in 2007). Although the shipments in
the forth quarter have dropped rapidly and considerably due to the concurrent, global stock market crisis
broken out in September 2008 and the world recession that followed, the shipments until the third quarter
have recorded the highest in the past.

¢ The world shipments of mobile phone handsets in 2009 are forecasted to decrease by 7.5
percent from the previous year to 1,094.24 million sets.
The shipments of mobile phone handsets in 2009 are forecasted to decrease by 7.5 percent from the
previous year to 1,094.24 million sets. Although the mobile phone business was slow in the first quarter
due to the prolonged negative impacts of the economic recession, the business conditions are gradually
recovering since the second quarter, owing to the production reduction and inventory liquidation
implemented by every manufacturer.

¢ Future prospects

Due to the global economic downturns, the decrease of the mobile phone handset shipments is inevitable in
2009. Driven by the expansion of “mobile internet” market centered on 3.5G and 3.9G services, and the
development of growing markets focused on the developing countries, however, the mobile phone market
is expected to start growing again, and reach to 1,322.77 million sets in 2012.

+ Report format:
Published report: “World Mobile Phone Market 2009 to 2010”
Issued in: June 2009
Language: Japanese
Format: 315 pages in A4 format
Price: 250,000 yen (12,500 yen of consumption tax shall be charged for the sales in Japan.)

Contacts: Public Relations
Yano Research Institute Ltd. (URL: http://www.yanoresearch.com)
Phone: +81-3-5371-6912 E-mail: press@yano.co.jp

Copyright © 2009 Yano Research Institute Ltd. Page: 1/5



1.

)

2)

3)

1)

2)

Research Summary

Background and overview of the market

The world mobile phone market, while the market is saturated with limited growth in the advanced countries,
is driven by the developing countries, and the total number of mobile phone service subscribers is
approaching to 4 billion in 2008. Impacted by the worldwide recessions started last fall, however, the growth
of new subscribers is slowing down in 2009.

Mobile phone handsets market size in 2008

General trend

In the world market, the shipments of mobile phone handsets in 2008 were 1,182.89 million sets, increased
by 7.5 percent compared to the preceding year. (Shipments in 2007 were 1,127 million sets) Although the
shipments in the forth quarter have dropped considerably due to the global stock market crisis broken out in
September 2008 and the world recession that followed, the shipments until the third quarter have recorded
the highest in the past. While the market grows mature, 3G mobile phones entered into a full-fledged
popularization phase, and high-performance models and stylish-design products attracted consumer
attentions. At the same time, low-priced promotional models have been introduced in the 3G mobile phones
as well. As to the functions, inclusion of camera and music player functions as standard accessories has
become very popular.

Regional trend

The mobile phone market in 2008 was driven by North American market (Increased by 15.2% against
previous year), African market (Increased by 13.9%), Middle-East market (Increased by 9.8%) and
Asia-Oceania market (Increased by 9.1%). In North American market (especially in USA), in addition to the
rapid sales increase of smart-phones along with the enhancement of 3G service areas, the increase of new
subscribers mainly among the immigrants has contributed to increasing the number of mobile phone
shipments.

In African, Middle-East and Asia-Oceania markets, the sales of low-end models have increased considerably,
especially to new subscribers in the developing countries, in addition to the increase of replacement demand.

In the European market, although the sales in volume were slow, the shipments of 3G mobile phones,
smart-phones and mobile data communication terminals are increasing and the changeover to 3G service is
progressing..

Trend by telecommunication standard

Although the use of GSM, world de facto standard for mobile phones, has turned to decrease in the
advanced countries, it has started to spread in the developing countries where the establishment of mobile
phone service had been delayed, contributing significantly to the expansion of mobile phone market.  In
particular, the market is expanding for low-end models including ultra low priced models under 50 US
dollars.

In addition to the advanced countries, the introduction of 3G service is progressing in the developing
countries as well. In Western Europe, fast data transmission service by HSDPA, also called as 3.5G has
become widespread, and the sales of compatible handsets, such as 3G mobile phones, smart-phones and
mobile data communication terminals are rapidly increasing.

Prospects of the mobile phone handsets market in 2009

General trend

The world shipment of mobile phone handsets in 2009 is estimated to decrease by 7.5 percent from the
previous year to 1,094.24 million sets. Although the business was slow in the first quarter due to the
prolonged negative impacts of the economic recession, the business is gradually recovering since the second
quarter, owing to the production cutbacks and inventory adjustments implemented by the manufacturers.

In 2009, the strong shipments of smart-phones and data communication terminals have been continuing
since last year, and the leading manufacturers who were behind in this field are now positively introducing
new products into the market. Also, the demand for low-end products is steady in the developing countries.
It is important to secure these low-end markets for increasing the market share.

Regional trend

Asia-Oceania market is expected to remain the same, but all the other markets are expected to shrink from
the previous year. Even in the Asian market, while the markets in China, India and Viet Nam are expected to
grow, markets in many other countries and regions, including Japan, are expected to shrink compared to the
previous year. Central and East European market (decreased in 2008 by 16.4% compared to the preceding
year), in particular, is considerably impacted by the economic confusion of Russia, and expected to decrease
in 2009 by close to 20 percent from 2008. In European market (decreased in 2008 by 13.4%), shipments for
every major market are expected to decrease in 2009 by 15 percent or so compared to the previous year.
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Although Central and South African market (decreased in 2008 by 11.9%) is a growing market, individual
markets in major countries such as Mexico, Brazil and Argentina are expected to decrease in 2009 compared
to the previous year. In North American market (decreased in 2008 by 11.4%), although the strong sales of
smart-phones will be sustained, the market in total is expected to decrease from the previous year.

Trend by telecommunication standard

While the market in total is shrinking, the 3G market is in a growing trend. The GSM market, as a result, is
expected to decrease by over 30 percent from the 560.35 million sets in 2008.

In the meantime, mobile phone services with one of the 3G standards, W-CDMA have been started in
various paces of the world. Since 2007, an extended standard, HSPDA for high speed data communication
service has been introduced. With the progress of standardization, the price of compatible handsets has been
reduced, and low-priced promotional models have been launched into the market one after another. The
strong sales of smart-phones and data communication terminals are driving the popularization of W-CDMA
as well.

TD-SCDMA is a China version 3G standard, based on which handsets have been introduced into the market
since 2008. The shipment of such handsets in 2009, however, appears to be limited to some 3.25 million sets.
The full-fledged introduction of compatible handsets is expected to start in 2010.

The introduction of LTE, which is also referred to as 3.9G, into the market is expected to start in 2010 or so,
with full-scale popularization in 2012 or after.

Fig. 1: Mobile Devices Positioning in World Market in 2009 and Market Size Forecast
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Estimated by Yano Research Institute

Future prospects

Due to the global economic downturns, the decrease of the mobile phone handset shipments is inevitable in
2009. Driven by the expansion of “mobile internet” market focused on 3.5G and 3.9G services, and the
development of growing markets in the developing countries, however, the mobile phone market is expected
to resume its growth again, and to achieve the shipment of 1,322.77 million sets in 2012.

Positive factors for the prospects of mobile phone market are:

1) There are big potentials for growth in Asia, Central and Sough America, Middle East and African
market.

2) In addition to the advanced countries, 3G (3.5G) is beginning to spread in the developing countries.

3) As observed in the popularization of smart-phones and data communication terminals, “mobile internet”
has started to spread.

Although there are various factors depending on the country or region, it should be true that the
popularization of mobile phone has been progressing in the world, and mobile phones are beginning to
function, especially in the developing countries, as an important infrastructure for daily lives.

In the advanced countries where the market is beginning to saturate, introduction of 3G service is attractive
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to the service providers for improving their revenue, by leading their subscribers from prepaid mobile phone
to payment-on-credit type service, which may contribute to improving ARPU (average revenue per user)
together with new value-added services available on the 3G system. Thus, 3G service is being positively
promoted by the mobile phone service providers.

There are also negative factors, as listed below:

1) There is a possibility that the mobile phone replacement cycle may lengthen as it is still uncertain if and
when the economy will recover,

2) The market has saturated in the advanced countries which had been driving the market, and in the
large-size market such as Russia, where it is not possible to expect a large number of new subscribers. A
new revenue base is required for further growth.

3) The market has been increasingly oligopolized by leading manufacturers and international carrier groups,
making the competition restrictive.

In the conventional feature phone segment, the ratio of low-end models has been increasing, while high-end
models are being replaced by smart-phones. The competitive landscape of the manufacturers has been
changing slightly as well, increasingly oligopolized by the leading manufacturers, some with overwhelming
strength in low-end models, others differentiating with high value-added products such as luxury design
models and smart-phones. In total, the market share of the top 5 manufacturers is approaching to 80 percent.

Meanwhile, the manufacturers focused on smart-phones and data communication terminals are rapidly
increasing their shipments, competing with the large-scale manufacturers.

Based on the market situation as above described, although it may be influenced by the economic conditions,
continuous growth of the market can be expected, owing to the fact that mobile phone is a product with
relatively short upgrade cycle as it is most rapidly innovated and subject to wear by frequent use compared
to the other IT devices, as well as the high interest of the consumers in mobile phone as a most familiar IT
device.

Table/Graph 1: World Mobile Phone Market Size Transition & Forecast by Region

(Unit: 1000 sets)
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Note 1: Based on the shipment volume from the manufacturers
Note 2: (F) indicates forecasted values
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Table/Graph 2: World Mobile Phone Market Size Transition
Communication Standard

& Forecast by
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Estimated by Yano Research Institute

Note 3: Based on the shipment volume from the manufacturers

Note 4: (F) indicates forecasted values
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