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About this report

This report provides a detailed analysis and forecast of mobile
operators’ capex spending between 2016 and 2022, outlining the
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_ ) _ ) (CEE) = Developed market mobile-centric
The rer,)or.t is based on multiple sources including Analysys = North America (NA) operator
Mason s internal research and foregasts, a suryey of the - Latin America (LATAM) = Emerging market integrated
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Worldwide trends

5G spending will help to drive a 23% rise in capex from 2018 to
2025, but its pattern will be radically different from 3G and 4G

Five types of operator - each with a distinctive capex profile - will dominate
regional mobile investment as the MNO model diversifies

Fragmentation of the operator models means new patterns of investment

5G will be deployed in phases over a decade, initially led by integrated
operators, but increasingly introducing disruptors with new economics

Different operator types will have different investment strategies within
these new capex norms; emerging markets will drive growth

Prior to the deployment of 5G radio, most operators are investing in
foundations that will alter the economics of the new network

The need for a lower cost base for 5G will increase sharing and wholesaling,
creating a split between utility and capex-light MNOs

New software-driven architectures, in tandem with increased sharing and
outsourcing, will represent significant capex, reducing future costs

Operator trends

Developed market integrated: Integrated operators will use their fibre to
transform
the network cost base and move to a more wholesale-driven model

Developed market integrated: Early moves to 5G and new architectures will
create
a heavy capex burden in 2020, before efficiencies have an impact

DM mobile-centric: The heavy spending to assure a lead in 4G is
slowing as operators pursue Rol and fibre partnerships
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DM mobile-centric: This type of operator cannot win based on scale;
they will instead focus on disruptive services and flexible architectures

EM integrated: Mobile investment is the best hope for recovery, but
outdated infrastructure will make capex efficiency elusive

EM integrated: China will drive early 5G deployments, but market structure
and regulation will hamper growth strategies in some areas

EM established: Capex levels will continue to rise in mobile-
dominated broadband markets, with a focus on efficient architectures

EM established: Under pressure from disruptors, these
operators must consolidate leadership and expand into multi-play

EM disruptor: This group represents the main driver of new capex
investment, but with an extreme focus on efficiencies

EM disruptor: A heavy focus on sharing will introduce efficiencies to
the whole market while opening doors to further new entrants

Regional trends

Regional trends: Emerging markets will drive capex recovery
as they play mobile broadband leapfrog

Western Europe: LTE will be the main driver of capex spending
until 2022 or later, but the ability to finance 5G is in question

Central and Eastern Europe: Russia will dominate new capex
projects; other CEE spending patterns grow closer to those of WE

Middle East and North Africa: Integrated operators will
modernise and make early 5G moves to retain their leadership

Sub-Saharan Africa: Investment will be fragmented until 2023
when this region will become the main engine of capex growth
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5G spending will help to drive a 23% rise in capex from 2018 to
2025, but its pattern will be radically different from 3G and 4G

Mobile operator capex spend will be USD139.7 billion in 2017 Figure 1: Mobile operator capex, worldwide, 2016-2025
(excluding spectrum) and will grow to USD181.7 billion in 2025. 200,000
Following 2 years of decline, capex spending will begin to stabilise = 180000
in 2017. with gradual growth resuming in 2018. Although major % ﬁg ggg
operators are still spending lower sums in 2017 than in 2014, this g 120 000
is offset by a large number of smaller projects, mainly based 2z 1gg ggg
around LTE enhancement, many in emerging markets such as SSA ‘g 60000
and EMAP. Capex will not match the previous 2014 peak until S 40000
2022, when the total will reach USD200 billion. e 20 oog

This growth will be driven by 5G investment, but the pattern will be
entirely different to those of previous mobile generations.

2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Source: Analysys Mason
= Most operators will only deploy 5G at scale when they have

already invested in enabling infrastructure, notably fibre Figure 2: Mobile operator capex, worldwide, 2008-2025
backhaul/fronthaul and virtualisation platforms. This will

reduce the weighting of MNO capex towards the radio network. . 250 000
=
= 5G will be built to augment capacity and coverage on a E 200 000
common architecture and there will be few ‘big bang’ upgrades. g 150 000
This will create a steadier pattern of investment over a longer A 100 000
period - a full decade according to China Mobile and NTT ‘g
DOCOMO - ending the spikey pattern of previous generations. =3 50 000
(&
While the total sums spent will match those for 4G, MNOs will 0
demand far more for their money in order to support a larger § % g g g g g g g g g g § 5 g g § §
number of devices, services and locations (for example, the 5G NANNNNNNNNNNNNNNNNN
Source: Analysys Mason

network is targeted to support 1000 times more end points).
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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:

O\g“a\ ’transformal«,b,7

— 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 = QOur sector specialists understand the distinct local challenges
economy facing clients, in addition to the wider effects of global forces.
; =  We are future-focused and help clients understand the
Enterprise Transaction C ne'p .
challenges and opportunities that new technology brings.
and loT ° support
e Mason
RESEARCH
Regional )
markets *  Our dedicated team of analysts track and forecast the
Strategy different services accessed by consumers and enterprises.
Telecoms and planning G :
software and q = We offer detailed insight into the software, infrastructure and
EIS technology delivering those services.

= Clients benefit from regular and timely intelligence, and direct
access to analysts.

Spectrum
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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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INVESTMENT MARKETS

Research from Analysys Mason

Digital economy programmes
Digital Economy Strategies
Future Comms

Enterprise and loT programmes
Large Enterprise Voice and Data Connectivity

DIGITAL Large Enterprise Emerging Service Opportunities
ECONOMY

SME Strategies
CONSUMER ENTERPRISE loT and M2M Services
SERVICES AND IOT loT Platforms and Technology

Regional markets programmes
Global Core Data

Americas

Asia-Pacific

Middle East and Africa
European Core Forecasts

REGIONAL

European Telecoms Market Matrix
TELECOMS TELECOMS 3
SOFTWARE SOFTWARE
NETWORK- CUSTOMER-

FOCUSED DataHub
Data covering +80 countries and +500 operators

European Country Reports

+2300 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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Consulting from Analysys Mason

TRANSACTION SUPPORT

Quality of service = Commercial due diligence

Market review = Technical due diligence

Margin squeeze tests = Mergers and acquisitions

Analysing regulatory accounts (M&As)
Regulatory economic costing = Debt and initial public offerings
(IPOs)

Policy development and response ) )
= Joint-venture (JV) structuring

Media regulation

LA AR R R LR RERRERERRERRERERERERSERERSERSE}}-S

= Mid-market financial sponsors

Expert legal support

Radio spectrum management STRATEGY AND A7 77 /N T LTI TPLD ,
Net cost of universal service PLANNING STRATEGY AND PLANNING :
LN

LN

Radio spectrum auction support = Commercial expertise

. . . <
Postal sector policy: universal service o‘%f
obligation (USO), liberalisation, costing,
pricing and regulation

= Technology optimisation

SPECTRUM MED\P‘ = New digital frontiers

analysysmason.com/consulting
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