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2,000 members

1,000 companies

45 presentations
13 events



45 presentations
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General data




Population




GDP / capita




Mobile users
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ARPU
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CHINA MOBILE

o

China Mobile advertising in a small town
(Yunnan Province)




Carriers




Telecom operators
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533 million mobile users
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= 10 million users
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Data ARPU share




Share of messaging in data ARPU
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WVAS market position

(O Note: Bubble size represents user base (million)
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Most popular WVAS In China

Service |Users Comments

SMS 1.2 bin / day 50% of WVAS total revenue DEBEIRE
Combination with traditional media

MMS 5.5 bln in 2006

IVR 23 million users

RT/RBT | 306 min subs

WAP 40 min subs o]
Various paying and free services: info,
download, community, blog, friend
matching, streaming, map, search, etc

Games |10 min subs il

Java game DL or interactive WAP games




WVAS Market

WVAS (min US$)
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Top 8 WVAS SPs = $630 min (45%)

Million USD
400 359
® WVAS revenue ™ Total revenue
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Source: Company reports



WVAS market by service
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Total revenue:
11.4 US$ billion

Source:

company annual reports, 2006
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Business models

& value chain




Revenue share models

 Revenue share model
85% 05| China Mobile shares 15%, and offers
calculation and payment service.

iy
» Gradually introducing business models "7\0@5 |
more beneficial to the operator 718 |F1 4 25

5 |E40 |zhig
70% . China Mobile shares 30%, and offers sales
tracking, payment, tech support, and after
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sales services

Monternet portal

tracking, payment, tech support, after sales,

China Mobile shares 50%, and offers sales
50% 50%
and marketing services




Buying a ringback tone

SMS

Internet

Fikz-
%%”‘55"5—“_'

A1 CGRRHE) -
EHEE 0026573883208 A7

Lok o EEEN I E RS S

i » NEDITIERES

STEEHIS ¢ 13601264440 ) User's tel number

[ o BT

1. Order by SMS: send

< 2. 902657 to 388328
TEASERT
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WVAS value chain | Basic model

Content sService Telecom
provider provider s’ Operator

REVENLE Revenue
sharing sharing




VC fueling the market

Investment

Service

Capital provider provider

Return in Revenue
the future sharnng

sharing

Return in
the future



User generated content

Ivwestment Lser generated content

Servicefinto
= ash

Service
Capital provider provider s’ Operator

Return in RevenLe
the future sharnng

Revenue Revenue
sharing sharing

Return in Revenue
the future sharing



But

life 1S not easy
for Service Providers




/Besfides the major music labels, | haven't seen
any foreign content companies make any
significant revenues in the WVAS space in

China.

Much better to focus on the rest of Asia Pacific.

APAC General Manager for a leading foreign WVAS pro  vider
Ex-VP with a leading WVAS SP in China



SP business is a depressed business,
the real issue is the market policy.

China Mobile’s regulations are damaging
the market, and SPs are pressuring to
change them

CEO of independent (off-portal)
WVAS company



| do tend to believe our investors and CEO are
delusional about our prospects.

Revenue per user is so low we have to send
many messages to make sizeable revenue.

Manager @ WVAS SP
Comment on “Chinese Mobile Business Model Is Suicide”, June 2007



Though | work in mobile VAS in China,
| would rather invest in ventures focusing on
alternative energies than the mobile industry

. T e —
Executive at one of the top 3\




China Mobile destroys
300,000 IT jobs?

China's WVAS industry lost
nearly half of its workforce
In the past two years

China Business Post, July 2007
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Pie = mobile content fees
(1 billion USD)



Let’s get a bigger share!



Content fees + Data fees
(13 billion USD)



e.g. KDDI's mobile music

Content fees 40 min USD
Data fees 500 min USD
Subscribers boost 500 min USD



Problem

market building effort
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How to define
VAS success?



Companies

VAS sales amount

Usage
Penetration rate

Mobile operators
Local companies

Total ecosystem

Investment amount

Country infra development
Macroscopic Job creations
Attracted talent

Innovation



where Is the hope
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Change In carriers’ policies



IDifficult environment
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“Mice Love Rice”

e In October 2004 the song "Mice Love Rice" is released
on the Internet by an amateur songwriter

* Instant hit online
— 100 million Internet downloads (free)
— Spread to traditional media
— 6 min RBT sold / month
— ITunes Top 10 World list in 2005

e $21.5 million in licensing fees  (moslty RBT)

Sources: Hurray, 2006.9; Chongging Evening News, 2006.10



Comments from Industry Insiders

Web surfers believe the Internet brings them
closer to people who are interested in the same
things. It echoes the popularity of reality TV.

Young Chinese want to chose their own
stars and marketers want to be part of this
environment.

Michael Darragh, Digital Influence Strategist
Ogilvy PR, Shanghai

In July 2006, 5 out of the top 10 most searched

people on Baidu.com were Net Stars
Note: Mao Zedong ranked 9th (Source: CIC Data)







Thank you!

benjamin@plus8star.com




About +8*

Sometimes the most direct route to innovation is to

Tom Kelley
General Manager of IDEO
Author of The Art of Innovation

The company

* [+8*] (Plus Eight Star Ltd.) is a consulting boutique
operating from Beijing, China
» To learn more about our name, please visit

look abroad
and translate what you find

Our focus

« Strategic consulting on best practices in mobile
and Internet services in China, Japan and South
Korea

www.plus8star.com!

Our services

* Provide strategic analysis to operators & content
providers to anticipate their markets

* Bring best practices in business models, service
design and marketing to Internet and mobile
companies to accelerate their business

* Other services: M&A advisory, market entry,

partners identification, negotiation support

Co-Founder & Organizer
Mobile Monday Beijing

* Leading information and networking event related
to mobile services

» 13 sessions since March 2006

» 2,000 members, 45 companies presentations

* www.mobilemonday.cn

Local expertise and global perspective

 Multicultural team covering the 3 markets

* Hands-on experience with local companies
* Large network of contacts

« Hands-on experience with local companies
» Cross-market & cross-cultural awareness

Founder and CEO: Benjamin Joffe

» 7+ years in Japan, Korea and China
* Tel: +86 1371 880 3321

» Skype: benjamin0123

* Email: benjamin@plus8star.com




