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About this report

This report analyses revenue from the |loT value chain including;:

= revenue from mobile loT (cellular 2G, 3G, 4G and 5G) and low-
power, wide-area (LPWA) solutions

= revenue for the hardware, connectivity and applications value
chain components, which can be further subdivided into value
chain elements

= an analysis of key industry sectors.
The report also provides recommendations for network operators.

It is based on Analysys Mason’s research with key industry
stakeholders.

WHO SHOULD READ THIS REPORT

= Senior executives of M2M business units.
= Senior executives responsible for R&D and network innovation.

= Market analysts responsible for M2M market sizing,.
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GEOGRAPHICAL
COVERAGE

Central and Eastern Europe
Developed Asia-Pacific
Emerging Asia-Pacific
Latin America
Middle East and North Africa
North America
Sub-Saharan Africa
Western Europe

Full country level coverage of
the forecasts is included in
the DataHub.

KEY METRICS

Revenue for mobile loT and LPWA
solutions divided into the following
sectors.

= Agriculture

= Automotive (including connected
car and fleet management)

= Finance

= Health

= |ndustry

= Tracking

= Retail

=  Smart buildings

= Smart cities

= Utilities

= QOther

Revenue for the following value chain
elements.

= Application

= Application enablement platform
= Connectivity service

= Device

= Hardware installation

= Module

= Systems integration
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Worldwide: Total revenue from the value chain for mobile loT _
and LPWA connections will be close to USD201 billion by 2025

Total revenue from the value chain (comprising hardware, Figure 1: Total value chain revenue by value chain element, worldwide, 2016-2025
connectivity and applications) will grow at a CAGR of 18%
between 2016 and 2025, almost reaching USD201 billion.

200 .
Our projections of total revenue from the value chain are based on 180 —
Analysys Mason’s mobile loT* and LPWA? connections forecasts, .
in which we predict that: 160
= mobile IoT connections will grow from 317 million in 2016 to 140

1.3 billion in 2025

[N
N
o

= |LPWA connections will grow from 64 million in 2016 to 3.4
billion in 2025.

Average connectivity revenue per connection is small, despite
significant growth in connections. Mobile operators and other

80

Revenue (USD billion)
—_-
(=]
o

players in the value chain are seeking additional incremental 60 |
value by offering other components of the value chain, including 40
hardware, devices and applications. .

20
Participation in parts of the value chain beyond connectivity

carries more risk, but also generates higher revenue and, typically, 0

higher margins. This report quantifies the total revenue from the g T ¥ 2 8 8 ¥§ 2 3T 7
value chain for loT applications using mobile and LPWA d & &8 &8 & & & & &«
connections. W Systems integration = Module
W Hardware installation H Device
o & Connectivity service B Application enablement platform
1 Mobile loT includes 2G, 3G, 4G and 5G networks. . .
B Application

2 For further details, see latest results from Analysys Mason’s Datahub for mobile loT and LPWA Source: Analysys Mason

connections.
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http://www.analysysmason.com/Services/Research/DataHub/

Worldwide: The applications component will contribute the largest share
of revenue, reaching 61% by 2025

Figure 2: Percentage of total value chain revenue contributed by each component, worldwide, 2025

f Hardware ( Connectivity ([ Applications h
(Device, hardware installation and module elements) (Connectivity service (Application, application enablement platform and
’ element) systems integration elements)

The device contains the
communication hardware.
This includes smart

| meters, etc.

Hardware includes SIM, Transmission of data over Application software to
terminal and module, the network and perform a task and to
which collates machine monitoring performance of manage the data collected
data for communication. y LIoT connections. y Py the device.

Tools and capabilities for
loT solutions, such as
hosting, and system design

and integration y
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USD201 billion in 2025
Source: Analysys Mason

The hardware component generates 25% of total revenue. Network operators may benefit from a share of this revenue, depending on the
partnerships they have with device vendors and their roles in the value chain. Connectivity services, including revenue from connectivity and
connectivity management, constitute 14% of total revenue. Connectivity typically has a relatively high margin, with EBIT margins often
around 10%. Barriers to entry to the wide-area connectivity market are high for mobile 0T connectivity, but 10T can leverage an existing
network serving many customers. However, the presence of LPWA connectivity in unlicensed spectrum has lowered its entry barriers.

\
25"/\ 14% 61%

The applications component will generate the vast majority of revenue: 61% of the total from the value chain in 2025. Software application
development generates higher costs (as it requires specific skillsets and resources) and requires specialist sector knowledge. It is also
increasingly subject to higher costs, including the requirement for built-in security. Mobile network operators are not typically equipped to
provide application services, but will partner or build expertise in sectors where they are pursuing an end-to-end strategy. The share of
revenue contributed by each category fluctuates very little between 2016 and 2025.
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About the authors

Michele Mackenzie (Principal Analyst) is an analyst for Analysys Mason's loT and M2M Solutions research programme, with responsibility
for M2M and LPWA forecasts. She has 17 years of experience as an analyst. She produces reports and forecasts on M2M and IoT in industry
sectors, such as transport, healthcare and smart cities, and analyses the impact of loT network technologies, such as LPWA networks. Prior to
joining Analysys Mason in February 2014, Michele was a freelance analyst with a focus on M2M and loT technology and trends. She has written
reports for Machina Research and produced research for other clients in areas such as mobile broadband and digital media.

Andrew Cheung (Research Analyst) is a member of Analysys Mason's regional markets research team, contributing to Telecoms Market
Matrix, European Core Forecasts and European Country Reports. Before joining Analysys Mason, he researched the calcification of polymeric
heart valves. Andrew's prior internship experiences include enhancing the performance of fuel cells and analysing data from energy
consumption. He holds a Master's degree in Chemical Engineering from the University of Cambridge.
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Analysys Mason’s consulting and research are uniquely positioned

Analysys Mason’s consulting services and research portfolio CONSULTING

=  We deliver tangible benefits to clients across the telecoms
industry:

al transformatl-o
hH

— communications and digital service providers, vendors,
financial and strategic investors, private equity and

Consumer infrastructure funds, governments, regulators,

services Regulation broadcasters, and service and content providers.
.' and policy
Digital =  Qur sector specialists understand the distinct local challenges
ey facing clients, in addition to the wider effects of global forces.

=  We are future-focused and help clients understand the

Enterprise [
§ A challenges and opportunities that new technology brings.

& mason support

RESEARCH
Regional

eilkets =  Qur dedicated team of analysts track and forecast the

Strategy different services accessed by consumers and enterprises.

Telecoms d planni
software and ANeipranming =  We offer detailed insight into the software, infrastructure and

networks technology delivering those services.

= Clients benefit from regular and timely intelligence, and direct
access to analysts.
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loT value chain revenue: worldwide trends and forecasts 2016-2025

Research from Analysys Mason

We provide dedicated coverage of developments in the telecoms, media and technology (TMT) sectors, through a range
of research programmes that focus on different services and regions of the world.

PROGRAMMES

Mobile Services

Mobile Devices

Fixed Broadband Services
Convergence Strategies

PROGRAMMES

Large Enterprise Voice and Data Connectivity

PROGRAMM_ES Video Strategies Large Enterprise Emerging Service Opportunities
R h Network Investment Strategle's Small and Medium Enterprise Strategies
esearc Network Traffic loT and M2M Solutions
Spectrum loT Platforms and Technology

Enterprise
and loT

portfolio

PROGRAMMES Network Consu'rner >
. services
Service Assurance InveStment PROGRAMMES
Service Delivery Platforms Strate gies Digital Economy Strategies

Next-Generation Wireless Networks Future Comms
Network Orchestration
Software-Controlled Networking
Digital Experience

Customer Care

Revenue Management

Analytics software

Digital
economy

Telecoms

PROGRAMMES

Reg|0na| Global Telecoms Forecasts
Service Fulfilment and mal’kets Asia-Pacific

Telecoms Software Market Shares Middle East and Africa

Software Forecast and Strategy netwo rks European Country Reports
European Core Forecasts

European Telecoms Market Matrix

www.analysysmason.com/research
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loT value chain revenue: worldwide trends and forecasts 2016-2025

Consulting from Analysys Mason

For 30 years, our consultants have been bringing the benefits of applied intelligence to enable clients around the
world to make the most of their opportunities.

EXPERTISE

Performance analysis Radio spectrum

Technology optimisation auction support

Commercial excellence Radio spectrum

CO nsu |t| N g Transformation services management

portfolio

Spectrum
policy and
auction
support

EXPERTISE

Policy development and response
Margin squeeze tests

Analysing regulatory accounts

Expert legal support Regu |ati0n

Transaction

i i EXPERTISE
Media regulation Support et )
Postal sector costing, pricing and regulation arket researc
Regulatory economic costing EXPERTISE v Mar.ket analysis |
Net cost of universal service Commercial due diligence Strategy Business strategy and planning
Market sizing and forecasting

Regulatory due diligence

and i i
Technical due diligence Benchmarking and best practice

planning National and regional broadband
strategy and implementation

To find out more, please visit www.analysysmason.com/consulting
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