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About this report

network market and the key uncertainties that LPWA network

providers face. This will include analysis of: = How can operators maximise revenue for LPWA and build value beyond
connectivity?

= maximising LPWA revenue: building value beyond connectivity = Which types of players are best-positioned to succeed?

= building an open ecosystem: how to help build awareness of = How can operators address the issues of technology fragmentation and

LPWA and engage with the ecosystem. e

= How does the role of the ecosystem underpin the success of the LPWA
= market fragmentation: there are several competing LPWA business model?

technologies with no obvious winner

The report also provides recommendations for LPWA network
owners including mobile and fixed network operators and new
entrants.

\_ J
) WHO SHOULD READ THIS REPORT
It is based on several sources:

= Executives responsible for LPWA strategy within:

= Analysys Mason’s internal research and resources, for example,

. — mobile operators
LPWA value chain forecast P

— fixed operators
= interviews with stakeholders in the mobile loT market. — new-entrant LPWA network operators.

= Vendors of LPWA infrastructure and software platforms.

**°% analysys

© Anal M Limited 2017
nalysys Mason Limite e Mason
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Executive summary

Analysys Mason is forecasting up to 3.4 billion LPWA
connections in 2025 and total addressable value chain
revenue of USD72 billion. The cost of failing to build a viable
LPWA business will be high and will result in exclusion from a
large portion of the wide area loT market.

The rationale for building a LPWA network has been established; it
will allow IoT service providers to connect a new wave of devices,
generate new revenue streams and create benefits for their
customers. Some network operators have already launched LPWA
networks; others will launch in the near future.

Success in LPWA is not a foregone conclusion. Network owners
will need to address several important challenges in order to build
successful LPWA services. This report explores how operators
might maximise their chances of success in the LPWA market. The
key recommendations from this report are as follows.

= QOperators must position higher up the value chain, experiment
with different business models and differentiate to succeed.

= Qperators should support the ecosystem of their selected
technology, but they cannot do this alone.

= Operators must choose their LPWA technologies based on their
target markets and should start to build expertise in LPWA.
They cannot afford to wait for a winning technology to emerge.

1 For more information, see Analysys Mason’s DataHub. Available at
www.analysysmason.com/DataHub.
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Figure 1: Steps for operators to maximise the LPWA revenue opportunity in 2025
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Operators face significant challenges to maximise their chances of

success in the LPWA market

Connectivity revenue represents only 8% of the total LPWA
network value chain in 2025. Operators will need to develop
strategies early to generate additional value.

The barriers to entry to the LPWA market are lower than traditional
cellular markets, which have operated as natural oligopolies due
to the finite nature of spectrum. In LPWA, strong competition
coupled with low traffic volumes will assert downward pressure on
connectivity revenue. Operators face the following challenges.

Maximising revenue

= Business case challenges: Connectivity revenue is low and a
small share of the total addressable opportunity.

= Uncertain use cases: Lots of potential uses, but no certainty as to
which will dominate. Operators lack expertise in vertical markets.

= Operator structure: Most operators will focus on, and invest
more in, the core business. Internal competition for resources
may be to the detriment of LPWA.L

Ecosystem

= Lack of an existing ecosystem around LPWA: It will take time
to build momentum among suppliers and drive costs down.

= Market awareness: Levels of understanding of LPWA are low.

1 This issue is not explored in this report but is explored in Analysys Mason’s Bouygues Telecom and

Vodacom show how operators can use separate units to develop loT solutions.
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Figure 2: Three challenges faced by operators when addressing the worldwide LPWA
opportunity
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Technology

= Competing technologies: Many technologies are competing in
this space and there is no obvious winner. Operators cannot
afford to wait for a winning technology to emerge because
barriers to entry will be too high.

= Operator weaknesses: Most operators are too small to affect
the outcome.
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http://www.analysysmason.com/Research/Content/Comments/IoT-organisational-structures-Jul2016-RDME0/#11%20July%202016

Operators should focus on what they can control despite the risks and
prepare for what they cannot control

LPWA network operators need to target their resources to Figure 3: Level of control that operators have over the outcome
address the best LPWA opportunities in their markets.

MAXIMISING REVENUE
Maximising revenue: This report examines how operators can
provide value beyond connectivity, choose the sectors that will MEDIUM TO HlGlf' LEVEL OF CONTROL )
afford the biggest opportunity and build or leverage existing \ I // = Enter key verticals, develop competencies
competencies to move along the value chain. It also assesses " Riskfailure in some areas but valuable
some of the use cases and the drivers and barriers that will affect \ / - leamnings serve to develop future strategy
adoption.
Ecosystem support: The second section of the report examines ECOSYSTEM
how operators will need to mobilise to build an ecosystem around
their chosen technology. Operators will need to support device and MEDIUM LFVEL OF CONTROL
module vendors, application and solution developers. Many \ I // " Help build momentum,:support
players will not be familiar with LPWA and awareness of the developers and enterprises
technology will need to be raised. A buoyant ecosystem will be \ 1 — | " Cannot control ecosystem but can build
critical for driving down costs, fostering innovation and instilling understanding of player motivations and
confidence in the longevity of the network. framework for collaboration
Technology fragmentation: The final section considers that TECHNOLOGY
operators may not exercise much control over which technologies LOW LEVEL OF CONTROL
win. However, they should make their technology choices based on \ I / = Choose technology to support use cases
the sectors and applications that they want to serve as well as \\ // and evaluate cost, ecosystem etc.
other considerations such as cost and ecosystem support. Failure — — = Cannot control which technology wins but
to enter the market early will probably result in failure to secure a ‘ can transfer expertise and some
foothold in the lIoT market. competencies to winning technology

Source: Analysys Mason
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Recommendations

Operators should assess how to differentiate their LPWA offering; it is unlikely that connectivity will be the \
differentiator.

Differentiation could be based on connectivity pricing, but LPWA is predicated on low-traffic and low-cost options

so this strategy is unlikely to result in significant revenue or margins. Operators will need to evaluate how to

develop horizontal or vertical solutions to move up the value chain, and will need to assess the opportunity for
providing professional services and working with end users to educate the market. J

Operators should play a role in building and supporting the ecosystem for their chosen LPWA technology (or \
technologies). They do not have the skills or resources to deliver the complete LPWA solution.

Operators need to raise awareness of LPWA technologies. This will require initial investment in making the
technology available to ecosystem partners to build and test hardware, devices and applications. Momentum
around their chosen technology will help instil confidence in a new market as well as drive down costs of
deployment. Ecosystem partners will be essential for delivering comprehensive solutions. J

Operators should choose LPWA technology based on target use cases, ecosystem momentum and local \
opportunities. Operators should not wait for a winning technology to emerge before testing the market.

Operators that wait for a winning technology to emerge before entering the market risk losing out on the

opportunity and the valuable learning experience that such an entry affords. There is some consensus already

that two or three technologies will dominate. Operators should trial and test different technologies and build
experience. In countries where there are early entrants, operators need to assess the impact of late market entryj
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About the author

Michele Mackenzie (Principal Analyst) is an analyst for Analysys Mason's loT and M2M Services 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.
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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

erlieie =  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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Consumer services programmes
Mobile Services

Mobile Devices

Fixed Broadband Services
Convergence Strategies

Video Strategies

Network investment programmes
Network Investment Strategies
Network Traffic

Spectrum

Telecoms sofiware and networks
programmes

Software Forecastand Strategy
Telecoms Software Market Shares
Network-focused

Next-Generation Wireless Networks
Service Delivery Platforms
Service Fulfilment

Service Assurance

Network Orchestration
Software-Controlled Networking
Customer-focused

Digital Experience

Customer Care

Revenue Management

Analytics
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Research from Analysys Mason

Enterprise and loT programmes

Large Enterprise Voice and Data Connectivity
Large Enterprise Emerging Service Opportunities
SME Strategies

loT and M2M Services

DIGITAL loT Platforms and Technology
ECONOMY
Digital economy programmes

CONSUMER ENTERPRISE
SERVICES AND IOT

Digital Economy Strategies
Future Comms

Regional markets programmes
Global Core Data

REGIONAL Americas
MARKETS Asia-Pacific

Middle East and Africa
European Core Forecasts

RESEARCH ®
PORTFOLIO

European Telecoms Market Matrix

REEE . European Country Reports

TELECOMS %
SOFTWARE SOFTWARE
NETWORK- CUSTOMER-
FOCUSED FOCUSED DataHub

Data covering +80 countries and +400 operators

+1400 forecastand +250 historical metrics
Regional results and worldwide totals
Operator historical data

Compare markets and operators

analysysmason.com/research

Financial valuesin USD, EUR or local currency
Export data to Excel and save searches
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Preparing for LPWA: how operators are maximising their chances of success

Consulting from Analysys Mason

TRANSACTION SUPPORT

= Quality of service 0\)0 = Commercial due diligence

« = Market review = Technical due diligence

« = Margin squeeze tests = Digital services

= Analysing regulatory accounts = Mid-market finance sponsors

= Regulatory economic costing = Data centres

-+ Policy development and response
= Media regulation

= Expert legal support

= Radio spectrum management

« = Net cost of universal service
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STRATEGY AND .§ """"" :
PLANNING & :

06‘4,} «© = Technology optimisation

- = Radio spectrum auction support = Commercial expertise

. = Postal sector policy: USO, liberalisation,

costing, pricing and regulation SPECTRUM N\ED\P' - New digital frontiers

analysysmason.com/consulting

**°% analysys
Anal \Y Limited 2017
© Analysys Mason Limited 20 .' mason




PUBLISHED BY ANALYSYS MASON LIMITED IN SEPTEMBER 2017
Bush House * North West Wing ¢ Aldwych ¢ London « WC2B 4PJ « UK
Tel: +44 (0)20 7395 9000 * Email: research@analysysmason.com * www.analysysmason.com/research * Registered in England No. 5177472

© Analysys Mason Limited 2017. All rights reserved. No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form or by any means - electronic,
mechanical, photocopying, recording or otherwise - without the prior written permission of the publisher.

Figures and projections contained in this report are based on publicly available information only and are produced by the Research Division of Analysys Mason Limited independently of any
client-specific work within Analysys Mason Limited. The opinions expressed are those of the stated authors only.

Analysys Mason Limited recognises that many terms appearing in this report are proprietary; all such trademarks are acknowledged and every effort has been made to indicate them by the
normal UK publishing practice of capitalisation. However, the presence of a term, in whatever form, does not affect its legal status as a trademark.

Analysys Mason Limited maintains that all reasonable care and skill have been used in the compilation of this publication. However, Analysys Mason Limited shall not be under any liability for
loss or damage (including consequential loss) whatsoever or howsoever arising as a result of the use of this publication by the customer, his servants, agents or any third party.

y »

4

4



