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Introduction — Key Questions ” II n

m  Key Questions

B What categories of m-payment are emerging on the national markets?

B What potential roles and responsibilities can the various players in the value

chain take?

® Where in the world can we find best practise m-payment solutions?
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Introduction — Definition | I I I n

Arthur D. Little — since May 2002 part of the Altran network

Arthur P Little
% Top Management _
Consulting B Strategy consulting
3 ' B Global network with more than 1.000 consultants

X _.‘} B www.adl.com and www.adlittle.de

' i ! ® Global network with more than 200 High Tech
| i consulting companies and with 18.000 consultants

' worldwide
‘1 ' W Listed on the Paris stock exchange

ﬁ.lltin 9 B www.altran-group.com
o

Technology Con
IT Implementati
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Introduction — Definition | I I I n

g o

We define m-payment as third party retail billing

... and m-commerce as a subset of m-payment,

where the mobile handset is part of the service delivery
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Introduction — Project plan | I I I n

The project was started in January and is now entering the production phase

Concept & planning A 9.1 Project kick off

Preparation of

i i 23.1. Kick off h
questionnaire templates A ick off researc

Desk research/ and
quantitative interviews

Qualitative interviews

Analysis, consolidation
and report writing

Finalisation review A
Production A
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Arthur D. Little Global M-Payment Report

The Arthur D. Little Global M-Payment Report contains more than 100 pages
core report, case studies from more than 30 companies, profiles of more

than 20 countries, etc.

Arthur D. Little Global M-Payment Report

B 100+ pages core report

B Case studies from more
than 30 companies

B Descriptive profiles from
more than 20 countries

V-Payment Brochure
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k Mobile- and bank account penetration and card
1 payments as share of GDP
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—8— Vb ponataion Bank account ponataion
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M Structured overview on
m-payments across the
major players of the
value chain

B M-payment from a
strategic point of view
analysing the market
from the perspective of
supplyers and consumers

Order your personal copy of the
executive summary free of charge,
by sending an e-mail with the
subject:

"M-Payment - eco" to:

timeDAnewsletter@adlittle.com
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Introduction — Interview coverage | I I I n

We have conducted more than 100 interviews with m-payment experts from
companies in 32 countries throughout the world

Interviews with companies from 32 countries
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Introduction — Segmentation payment channels ” II n

Telecom and mobile portal related channel will bear mainly payments of
small size while the online and face to face channels mainly will contain

macro payments

Paymen Point of sal

channel (examples)

Content server

Web site / M-commerce
platform

Vending machine

Taxi car
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Introduction — M-payment models | I I I n

There are three pure m-payment models all of which enable different
combinations of pre-paid, debit and credit payments

M-payment models

B Micro payments (<10 €), e.g. m-parking, metro tickets, etc.

- - Pre-paid Purchase charged
Billing P to mobile phone bill

- Post-paid

B Macro payments (>10 €), e.g. event tickets, m-shopping, etc.

. - Debit cards Payment with cards or bank
M'enab"ng account enabled via mobile

- Credit cards

B Micro payments (<10 €) B Macro payments (>10 €)
Payment from a

- - Pre-paid (SVA - Direct debit te electronic account
- Debit cards mobile phone
- Credit cards
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Making m-payment a reality — Mobile operator payment coverage ”II H

One sample European mobile operator would reach only 15% of the mobile
customers in case only mobile billing was offered

Payment coverage for a European mobile operator

Own single contract

- —
customear In case only billing is

offered the operator can
reach only 15% - its own
single contract

Own corporate subscribers
customer

B Own corporate
subscribers have their bill
paid by their company

B Prepaid subscribers

. cannot be billed due to
O‘évunsgr%%?'d high distribution costs for
prepaid top-up

Competitors
customers
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Introduction — M-payment procedure | I I I n

A full m-payment procedure contains initiation, authorisation, clearing /
settlement, confirmation and money transfer, and delivery of the service or
good

M-payment procedure — example

Monthly mobile Prepaid mobile . . Stored value
bill T Bank account  Credit-/debit card AT
3
Clearing / settlement
Mobile payment
provider J
Initiation Confirmation,
5 transfer of money
Authorisation
_ , 5
Customer Delivery of service or good Merchant
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Introduction — M-payment process — example ” II n

M-parking solutions can be designed in a userfriendly way, with a minimum
of steps from order to delivery

M Sample m-parking process

Registering Order Delivery Reminder
m User registering B User sends SMS with B System delivers SMS @ System sends
over the web to the requested parking with start and ending reminder SMS 10
service by entering: time time for the purchased minutes before
® Mobile phone B For example "30" for parking ticket parking time runs out
number 30 minutes B User can optionally

prolonge his parking
ticket by sending new
order

B Number plate
(optional)

B An SMS containing :

the PIN is sent to

the user { EA . Inbox \ . EA -Inhax
.. 30 minutes Your parking
12May'04 ticket for
6:45-7:15 W6438 ends
Car:wWe6438L in 10
Price:0,4EUR minutes

SELECT SELECT SELECT
Arthur D Little 14




The current m-payment market — Value Chain ” II E

The m-payment value chain involves a larger number of players than the
traditional method of payment and introduces changes in the role that each
of them plavs

M-Payment Value Chain
I.- b OI I Iq M%%%Y Associations and forum mobﬂePAYMENT
Open Mabile Rlliancs F O R U M

Oftel Regulators KREDIT] IISYNET

Transaction

service providers Banks Eco!lo
%ﬂlﬁi&fﬁw Banknfnmeric;% J CUS tomers
amazon.com. lPayPall @ telenor
Me[lc_:élsagés New players,, | Mobile .
S =2 bango.net operators a?"
Credit cards (Visa~ Inter-banks TeliaSonera ‘K

e AT be ansvs o
SIEMENS | e SIEMENS | s

Widdleware Terminal vendors
applications Platform vendors
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The current m-payment market — Market status — International comparison

Korea, Singapore, Norway and Austria are considered to have the most

advanced m-payment markets

= M-payment maturity early 2004 —

:IE; . Korea
OE> A Singapore
= %g A tN_orway
< o5 100% T ustria /__
@
c EE Spain
Japan
Finland ~
80% + Italy 7
Croatia
v
China
60% - The Netherlands /
Switzerland A
Germany
40% + Estonia ’
Belgium
Hong Kong
Czech Republic
Canada
20% T USA venezuela gjoyakia
France
Colpmbia
0% fouu' ' “
Market
maturity stage A & A A
Embryonic Early stage Developing Advanced Mature

*) Compared to mature market
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The current m-payment market — Market status — Market models ”II E

We have identified seven models corresponding to the current market stage
of the different national m-payment markets

Key players

"' 4 4 4N 4
"' A4 4 4
o

important .medium important B jess important not important

¢ 66obeov®

Role of player: ‘ very important
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Making m-payment a reality — Payment methods popularity

More than half of all interviewees expect popularity of m-payment to have

taken up in 2008 taking market share mainly from cash

Popularity of payment methods - by comparison

Interviewees expecting a high popularity (in %)

100%

80% -

40% -

20% -

60% - \-

0% :
2004 2006

2008

Debit cards

Credit cards
Cash

M-payment
M-commerce

E-wallet
Store card

Check
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Making m-payment a reality — Payment methods popularity ”II H

Significantly earlier uptake is expected in Asia, while no major differences
were identified between Western and Eastern Europe

Popularity of m-commerce/m-payment - by region

Interviewees expecting a high popularity (in %)

80% -
71%

60% A
51%

43%
40% -

20% -
8%

20/0 O,
oo 0% I

2004 2006 2008

B Europe || Asia & Australia
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Making m-payment a reality — Customer benefits | I I I H

Convenience in the form of less limitations in time and space and avoiding
carrying coins is expected to be the major benefit of m-commerce/m-
payment for consumers

Benefits of m-commerce/m-payment for consumers

Less limitations in time and space

Avoiding counting/carrying coins

Customer security
Lifestyle 3,1
Cost effective payment methode 2,7
Avoiding carrying diff. cards 2,6
Customer anonymity 2,6
Avoiding carying diff. currencies 2,1

Access to additional source of credit 2,1

1 2 3 4 5

not important . very
important
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Making m-payment a reality — Obstacles

Major obstacles for a successful m-commerce market is the lack of

standardisation, high investments needed and a strong culture of traditional

payments

Lack of standardisation

High investments for mCommerce
Strong culture of other payments
Legal challenges

Resistance from banks
Cannibalisation of current services
Concerns over fraud

Roaming issues

VAT issues

Low trust in payment institutions
Low bank account penetration
Low mobile/post-paid penetration

B Obstacles of m-Commere

3,5

3,5
3,5

2,8
2,7

2,1
2,0

1.2
1,6
1,5

1 2 3

not important

5
very
important
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Making m-payment a reality — Core competencies ” II H

Partnerships are necessary to combine all needed core competencies in m-
payments

Core competencies of potential mobile payment providers

*

>
=]
[¢]
=
®
=
=]
«

Core competency strength: , very strong . strong . medium ‘ low
0

*) Limitations for prepaid cust
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Making m-payment a reality — Margins ” II H

Margin range is expected between 2,4 and 4,8 per cent - most profitable
applications comprise mobile insurance (5,0%), mobile gambling (4,8%) and
transportation/ticketing (4,0%)

Margin m-payment/m-commerce - by comparison

Shopping general 2,4%
Money transfer between phones 2,4%
Vending machines 3,4%
Event ticketing 3,8%
Transportation ticketing 4,0%
Mobile gambling 4,8%
Mobile insurance 5,0%
0;/0 21’/0 4:’/0 6:’/0
Average expected margin* (in %)
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Making m-payment a reality — Margins

Currently, banks tend to be less optimistic in terms of margins than mobile
operators and "Others" are

Average expected margin* (in %)
Shopping general

Money transfer between phones
Vending machines

Event ticketing

Transportation ticketing

Mobile gambling

Mobile insurance

Margin m-commerce/m-payment - by industry cluster

3,1%
1,5%
R 2,4%

2,5%
1,9%

I 2,6%
1,5%
R 3,6%
4.1%
1,5%

I, 4,5%
4,5%
1,5%

———= 4,6%
4,0%
1,5%

S 6,3%

] 4,5%
2,0%

T 6,9%
I T T T

4,9%

0% 2% 4% 6% 8%
B Mobile Operator || Banks Others

10%
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Making m-payment a reality — Case study — Plusdial ”II H

Plusdial has gained extensive customer acceptance through its m-ticketing
service for the public transportation of Helsinki in Finland

M-ticket sales 2002-2003
('000)

Business model

Price: 1,90 Euro Price: 1,90 Euro
collection- and -0,27 Euro
120 - maintenance- 0 32 Euro 1/3-> Plusdial
100 - costs
80 - Gross margin
transp.- 1,58 Euro 1,63 Euro
60 1 company
40 - Traditional
CoE5>E5920829caxs5>E359228 29 L M-ticket
SP=s<S35380288P=<23528028 prepaid ticket

Customer feedback Alternative to m-ticket

Excellent service

Also available for buses
Also available for trains
More info on how to use
Easier ordering code
Less expensive

Other comments

92% Printed single ticket

19% o
7% Serial ticket

4% Without paying
3%
2%
6% Other

6% + 40%
6%

Walking

0% 20% 40% 60% 80% 100% 0% 10% 20%  30% 40%  50%
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Arthur D. Little Global M-Payment Report

The Arthur D. Little Global M-Payment Report contains more than 100 pages
core report, case studies from more than 30 companies, profiles of more

than 20 countries, etc.

Arthur D. Little Global M-Payment Report

B 100+ pages core report

B Case studies from more
than 30 companies

B Descriptive profiles from
more than 20 countries

V-Payment Brochure
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M Structured overview on
m-payments across the
major players of the
value chain

M-payment from a
strategic point of view
analysing the market
from the perspective of
supplyers and consumers

Order your personal copy of the
executive summary free of charge,
by sending an e-mail with the
subject:

"M-Payment - eco" to:

timeDAnewsletter@adlittle.com
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