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Monetising consumer 5G: opportunities for operators
About this report

This report examines the opportunities for operators within the
consumer market, including consumer 5G mobile services, hew
services enabled by 5G (such as AR/VR content and in-car
entertainment) and home broadband via fixed-wireless access
(FWA).

The report examines the current and forthcoming 5G market
launches in order to assess the pricing and positioning of
consumer 5G services. It also takes a broad view of the longer-
term opportunities and the potential roles that telecoms
operators may play in addressing these.

The report provides recommendations for telecoms operators that
are considering launching consumer 5G services, and outlines
how such launches may affect their current and future business.

It is based on several sources:

= Analysys Mason’s internal research including the Next-
generation communication services tracker! and our annual
Connected Consumer Survey?

= analysis of the commercial 5G launches from operators
including EE, SK Telecom, Sprint, Sunrise and Verizon.

= interviews with stakeholders in telecoms operators and their
suppliers.

1 For more information, see Analysys Mason’'s Next-generation communication services tracker.

2 For more information, see Analysys Mason’s Connected Consumer Survey.
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KEY QUESTIONS ANSWERED IN THIS REPORT

= What does the first wave of commercial 5G services look like? How are
they priced and positioned?

= How does the ‘experience premium’ for 5G compare to that for 4G?
= What is the status of consumer 5G devices?

= What are the main new consumer use cases enabled by 5G?

= What levels of consumer awareness are there for new 5G services?

=  What kind of content partnerships are being struck by 5G market
leaders?

=  What are the main opportunities for 5G fixed-wireless access?
L J

WHO SHOULD READ THIS REPORT

= Strategy executives in telecoms operators.

= Marketing and commercial executives in telecoms operators that are
interested in developing 5G consumer propositions.

= Vendors that are developing their own visions for 5G and working with
telecoms operators on 5G.

= Investors that are interested in the short-, medium- and long-term
impact of 5G on telecoms businesses.
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Monetising consumer 5G: opportunities for operators
Executive summary

Consumer services will account for a substantial part of the 5G
business case, yet monetisation opportunities remain unclear.
Fixed-wireless access is a tangible revenue opportunity for
some operators. Building a business from the new 5G-enabled
consumer use cases, however, will be more challenging.

Commercial 5G services are coming to market. Operators need to
think about how to monetise the ‘experience premium’ of 5G
mobile services in the short term, and should assess the potential
of 5G FWA to address the home broadband market. They must
also consider the potential demand for new 5G-enabled
consumer use cases and identify suitable roles to play in
emerging value chains.

KEY RECOMMENDATIONS

1. Operators should review their mobile pricing models as 5G
services are launched; they could potentially introduce
speed tiering or further evolve service-based pricing.

2. Operators should identify potential roles to play in new
edge-enabled consumer use cases and match these with a
realistic view of their assets and capabilities.

3. Operators should assess the opportunity for 5G FWA
offerings carefully, taking local factors into account.

Figure 1: Revenue opportunities for operators in the consumer
5G space

Continuity
mobile
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Monetising consumer 5G: opportunities for operators

Challenge: 5G deployments are well underway, but the longer-term ability of
operators to monetise the consumer 5G opportunity is unclear

Consumer services are a crucial part of the business case for
most 5G deployments, but operators must still clarify the
monetisation opportunities.

Operators are already launching 5G services, and many more
deployments are planned for 2020 and 2021. 5G will affect most
areas of operators’ existing businesses and, in many cases, will
provide new opportunities. This report focuses on the potential
opportunities in the consumer segment.

5G is being launched at a time when mobile data growth rates are
slowing and ARPU is generally stable. Furthermore, smartphone
penetration is high, and device replacement rates are
lengthening. As a result, it will be challenging for operators to
monetise their 5G investment in the mobile market (which is
currently the largest source of revenue for operators).

The telecoms industry believes that the high-speed and low-
latency networks used for 5G will open up new consumer use
cases such as VR/AR experiences (notably gaming), drones and
in-car entertainment. However, the business case for these
services remains at the ‘build it and they will come’ stage for
many operators.

Many early 5G launches are focused on the use of 5G to address
the home broadband market with FWA. 5G FWA is a significant
improvement over 4G FWA, but it will face some of the same
constraints. It is also being launched alongside widespread
wireline next-generation access (NGA) deployments.

Figure 2: Selected 5G launches, May 2019

date

Verizon October 28GHz Initial launch
2018 and in districts of
Mobile April 39GHz Chicago and
Minneapolis
2019 g
SK South FWA December  3.5GHz SK Telecom
Telecom, Korea 2018 claimed
KT and Mobil Aol coverage of
LG U+ el S 85 cities at
019 launch
Optus Australia FWA January 3.6GHz Initial launch
2019 in areas of
Canberra
and Sydney
Sunrise Switzerland  FWA April 700MHz Soft launch
2019 and only; 150
3.5GHz cities/
villages
EE UK Mobile May 2019  3.4GHz Initial launch
in 6 cities
Sprint USA Mobile, May 2019  2.5GHz Initial launch
FWA in 4 cities

Source: Analysys Mason
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Monetising consumer 5G: opportunities for operators 7

Solution: FWA is a tangible revenue opportunity for some operators; building a
business from the new 5G-enable consumer use cases will be more challenging

Fixed-wireless access is a tangible revenue opportunity for Figure 3: Revenue opportunities for operators in the consumer
some operators. Building a business from the new 5G-enabled 5G space
consumer use cases, however, will be more challenging.

‘Continuity’ mobile. We expect that consumers’ adoption of 5G
will be slower than that of 4G due to a less compelling ‘experience
premium’ and the current trend of increased handset
replacement cycles. Operators’ monetisation efforts will therefore
focus on higher-value customers. Operators should consider using
value-accretive speed-tiering models or a more content-focused
approach, building on app- or service-based pricing. Continu ity

New consumer use cases. Many of the flagship 5G consumer mobile
use cases (such as VR experiences and AR gaming) rely on
collaboration between members of a broader value chain,
including device OEMs, content providers and edge computing -\\_ -
ecosystems. The potential value of new services remains unclear,

as does how this value will be distributed. Telecoms operators 6 — 3)
must therefore realistically assess their future roles in the
emerging value chain and work towards these.

> \1i,./

Fixed-wireless access. 5G FWA offers a tangible revenue
opportunity for many players. However, the technology will coexist
with other home broadband options, most notably FTTP. Its
viability as a solution for mobile-centric challengers, and its role
as a complementary coverage solution for integrated operators is
dependent on many local variables.

Source: Analysys Mason
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Recommendations

Operators should review their mobile pricing models as 5G services are launched. \

5G offers the promise of faster speeds and lower latency, but comes to market at a time when mobile ARPU is
stable or declining in many mature markets. Volume-based pricing models are already under pressure and appear
to be ill-suited to further monetisation. Operators will therefore need to review their mobile pricing models when
launching 5G. Many will use value-accretive speed-tiering models, as pioneered by Elisa in Finland, while others

will build price plans around content, potentially using app- or service-based pricing. Partnerships will be key. J

Operators should identify potential roles to play in new edge-enabled consumer use cases and match these \
with a realistic view of their assets and capabilities.

Many of the flagship consumer use cases for 5G rely on high speeds and low latency, often supported by edge
computing. The potential value of new services remains unclear, as does how this value will be distributed.
Telecoms operators must therefore realistically assess their future roles in the emerging value chain for each of

the major use cases and to match these against their capabilities. It is a complex area that is still evolving. J

Operators should assess the opportunity for 5G FWA offerings carefully, taking local factors into account. \

5G as a home broadband proposition already has many, often technologically superior, substitutes, and the
challenge is in working out where the weaknesses in substitutes’ coverage and offerings lie. There is potential for
mobile-centric operators to find real organic revenue growth by targeting these weaknesses. Many integrated
operators will also find a role for 5G FWA, albeit more limited, given their long-term preference for FTTP.

J
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Executive summary

Research overview

‘Continuity’ mobile 5G
Emerging consumer use cases
5G’s impact on fixed markets

About the authors and Analysys Mason
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About the authors

Stephen Sale (Research Director) directs Analysys Mason's consumer research, which covers consumer mobile, fixed, convergence and video
markets. His specialist areas are mobile operator strategies, customer experience and telco growth opportunities. He has extensive experience
in advising senior executives on strategic issues and speaking at and chairing conferences. Before joining Analysys Mason in 2004, Stephen
worked in the industry on areas that include VolP, next-generation service architecture and broadband access. He has a degree in economics
and an interdisciplinary MRes from the University of London.

Rupert Wood (Research Director) is the lead analyst for our Operator Investment Strategies, Network Traffic and Spectrum research
programmes. His research covers the following areas: the evolution of operators’ investment priorities; operator business structures; business
models for FTTx and convergence; fixed broadband technology; the economic impact of digital transformation; capex forecasting; and network
traffic forecasting. He has extensive experience of advising senior management on strategic issues. Rupert has a PhD from the University of
Cambridge, where he was a Lecturer before joining Analysys Mason.
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Analysys Mason’s consulting and research are uniquely positioned

Analysys Mason’s consulting services and research portfolio

Operator

business

services

Digitat® 2% 101
economy

Consumer
services

SMB ICT
channels and
forecasts

Regional
markets

Telecoms
software and
networks

Regulation
and policy

Transaction
support

Strategy and
planning

Consulting

We deliver tangible benefits to clients across the telecoms
industry:

= communications and digital service providers, vendors,
financial and strategic investors, private equity and
infrastructure funds, governments, regulators, broadcasters
and service and content providers

Our sector specialists understand the distinct local challenges
facing clients, in addition to the wider effects of global forces.

We are future-focused and help clients understand the challenges
and opportunities new technology brings.

Research

Our dedicated team of analysts track and forecast the different
services accessed by consumers and enterprises.

We offer detailed insight into the software, infrastructure and
technology delivering those services.

Clients benefit from regular and timely intelligence, and direct
access to analysts.
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Research from Analysys Mason

Consumer services programmes
Mobile Services

Mobile Devices

Fixed Broadband Services
Convergence Strategies

Video Strategies

Operator investment programmes
Operator Investment Strategies
Network Traffic

Spectrum

Telecoms software and networks
programmes

Software Forecastand Strategy
Telecoms Software Market Shares
Network-focused

Next-Generation Wireless Networks
Video and Identity Platforms
Service Design and Orchestration
Automated Assurance

Network Automation and Orchestration
Digital Infrastructure Strategies
Customer-focused

Digital Experience

Customer Engagement
Monetisation Platforms

Al and Analytics

DIGITAL
ECONOMY

SMB ICT
CHANNELS
AND
FORECASTS

CONSUMER
SERVICES

RESEARCH
PORTFOLIO

OPERATOR
INVESTMENT

REGIONAL
MARKETS

TELECOMS
SOFTWARE
NETWORKS

TELECOMS
SOFTWARE
CONSUMER

FORECASTS
AND MARKET
SHARES
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Digital economy programmes
Digital Economy Strategies
Future Comms

Operator business services and loT programmes

Large Enterprise Voice and Data Connectivity

Large Enterprise Emerging Service Opportunities

SME Strategies
loT and M2M Services
10T Platforms and Technology

SMB ICT channels and forecasts programmes
Managed Service Provider Strategies
Cyber Security

Regional markets programmes
Global Telecoms Data

Americas

Asia-Pacific

Middle Eastand Africa

European Core Forecasts
European Telecoms Market Matrix
European Country Reports

DataHub

~2500 forecastand 250+ historical metrics
Regional results and worldwide totals
Operator historical data
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Consulting from Analysys Mason

REGULATION AND POLICY TRANSACTION SUPPORT

= Policy development and response = Commercialdue diligence

= Ex-ante market reviews, remedies, = Technicaldue diligence

costing.... $ = Mergers and acquisitions (M&As)
= Universal Service Obligation (USO) 57 . - Debt and initial public offerings .
= Scarce resources: radio spectrum g % (IPOs)
management, auction support, 25 ™ = Jointventure structuring
numbering ... > wn
_ 0 = Mid-market financial sponsors
= Ex-post/abuse of dominance 2 ‘.;c:
? IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII:
= Postal sector 2 go
........................................ ) 9,%\ STRATEGY AND &
(%)
3 PLANNING &
-!- QV llllllllll
8/ STRATEGY AND PLANNING
6%7
P. - . .
SPECTRUM MEQ\ Commercial expertise
= Technology optimisation
= New digital frontiers :
analysysmason.com/consulting = cieiiiecicsessssssssssssssssssssssssess -
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