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Some Key Conclusions from the Meeting:

1 - Mobile advertising definitely has the potential to become a big business. Among the key reasons are
that mobile can bring some unique strengths to advertising such asimmediacy and personal engagement,
and the consumers are ready for it. Because of this, mobileis expected to become an important part of
integrated marketing/advertising campaigns. Finally, the potential reach of mobile is huge, and with
mobile being in fact the only means of reaching people in certain parts of the world.

2 - There are several significant barriers that must be overcome before mobile advertising will become a
truly mainstream part of advertising. These barriersinclude technical issues (eg network speeds and
diversity of devices), lack of education among the players, lack of standards, and lack of established
business models and practices.

3 DMobile operators need to play apivotal role in getting this industry launched, but as of today it is till
often difficult for the other industry playersto work with operators, as the operators are too used to taking
too big a piece of the pie, so they resist in relinquishing more of the revenuesto other partners, there are
legacy issues that prevent operators from building dynamic and flexible databases ,and the flat-rate data
pricing needs to become ubiquitous so the consumer usage can increase.
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Detailed Meeting Report

Outline:

Part I- Round-Table Discussion: Trends, Opportunities & Barriers

- A. Consumers
- B. Brands, Agencies, Ad Selling
- C. Network & Technology

Part II- Brainstorming
- A. Value Chain Evolution: Role of Operators
- B. Creative Developments on Mobile Advertising

Part ITI- Industry Predictions for 2008

Part I'V- Next Steps

Part I- Round Table Discussion

During thisfirst part of the meeting, the group went around the table and everyone brought up their points
related to trends, opportunities and barriers concerning Mobile Advertising. These were organized into 3
key groups. Operator related points are summarized in Part I1.

A. Consumer
Trends & Opportunities

«  Mobile no longer means just a phone, but something that | don@® |eave home without. Side-load
everything on your mobile! Thisisthe trend.

* Everyone now accepts that the balance of power has shifted to the consumer. Mobile is a device
that contributes to this power shift, and with the fixed and mobile convergence, the impact will be
even more powerful.

e Cadls, text, and alarm clock are the most important things for young people on the mobile,
therefore any proposition that reduces the cost of getting these basic functions could represent an
opportunity for ad funded services

* UGC and mobile internet are on therise.

* Usersin two camps: Separatists, who want a separate device for every function, such as carry a
phone and a blackberry or Convergenists, who want their one device to do everything, such asa
phone/camera/email/video device.

* Mobile can provide a new way to engage the customer, we need to look at mobile as a new return
path for television programmes

* Mobile social communities will be an important opportunity for brand marketers

*  We must understand how consumers use mobile internet versus regular internet. They don® use
mobile internet the same way.

*  We must distinguish between Search vs Research: Search in Mobile does not have the samerole
as search on PC Internet: In mobileit is Find, that is, quick and fast. In PC, it could be an involved
Research. Not possible for everyone to search as much as they want asit is expensive and slow.
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Barriers
*  Compatibility of networks and devices. The consumer experience needs to be improved.
* Lack of transparency in data pricing causes consumer hesitance
*  Consumers don@know what content and services are out there and what is possible for them

B. Brands, Ad Agencies, and Ad Selling

Trends & Opportunities
*  Thebig opportunity isthe CONSUMER. How can we choose a prime prospect that will
particularly engage with Mobile. This s the question. Don® shoehorn the content but target well,
and provide the right context.
*  Consumer should be at the center. If it isagood consumer proposition, then the brands will go for
it.
* Mobile has Immediacy, Call to Action, and Geo Targeting. These are the unique selling points of
mobile.
* Brandsaretrying to create communities. Changing brand relations with Consumer: Nike+ a
prime example
* Advertising will not be aswe know it before! It will facilitate a conversation. Mobile can not be an
island. The challenge is how do we duplicate interactive advertising around that device.
* More and more integrated campaigns will be seen- Editorial content will be wrapped around the
brand messages
Mobile should not be by itself but be part of amix.
Cross-platform: Selling advertising across any format: mobile, internet, tv, podcasts, etc.
Mobile needs to deliver scalable audiences, and thisis not going to be athreat to television.
Y ou need an uber Planner, uber Creative, someone who understands and has the knowledge of the
whole pallet of communication channels
 EDUCATION isvery important. SIMPLIFY the opportunity and the inventory. Make it smple!

«  Ad agencies have trouble because media buyers don® understand how to use and position mobile
in the media mix.

e Thereisatemptation to think that mobile is Qust another deviceO

* Digital isonly just getting integrated to agency briefing sessions. But there is still not a special
seat for the GnobileOrepresentative in these briefings. Too insignificant

* Agenciesare fighting for budget! Big agencieswill buy up small agenciesin order to control
mobile spend. But mobile agencies are pricing themselves too high at the moment.

* Advertisers and most agencies do not understand what is possible on the mobile for them, and they
do not know what the performance metrics are. No industry standards to work towards on
measurement, and no basic ad unit with measurement.

»  Off -portal metrics are even less trustworthy. At least people trust the big operators and handset
companies when it comes to measurement and reporting.

*  The£100 cpm price for mobile, that most ad sales people are asking is not realistic, when
compared with other media.

* Eventhoughthereisalot of hype around mobile, there are only 150 million impressions to be
delivered. So mobile lacks the SCALE that advertisers seek.

* Abovetheline ad agencies are not bothered about the revenue going through mobile.

C. Network/Technology
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Trends & Opportunities:
* Riseof theinternet on Mobile. Convergence of fixed and mobile internet.
*  Substitution of 2G handsets with 3G Handsets, 20-50 gigabyte handsets, larger screens. More
multimedia capabilities: better screens, better internet experience, better cameras etc

 Introduction of IPhone. ConsumersQexpectations will go up another level.

* Going away from the walled garden approach by mobile operators

*  From network centric to device centric: Side-loading, Bluetooth, but Wi-Fi is not there yet

* Internet model coming to mobile--- Google proved Internet, someone needs to prove mobile
Barriers:

e Ergonomic issues with the mobile device: small screen, small buttons- but thiswill get better in

the future.

*  Operator connectivity: Mobile broadband is not entirely here yet.

* Thereisfragmentation on screen sizes, networks, and hand-set capabilities. We need a
consolidation across one dimension at least. Could this be the browser? Advertising needs one
common denominator and that has to be across operator.

PART II- Brainstorming Sessions

Group A. Value Chain Evolution: Expected Changes to the Role of Operator

Group A discussed the evolving role of the mobile operator on the value chain and looked at 4-5 key
activities to see what role operators are likely to play in these areas..

 Content/Portal activities:

Operators have strong portal's today because it is one of the few ways that publishers can get to consumers.
Operators have somewhat of a @ockOon consumers. Long-term. this won@ be a strong, viable position for
operators.

All publishers are actively working to build direct consumer links. However, operators have the
opportunity to build consumer trust through transparency on pricing and targeting.

Operators are not the best companies to provide content for the youth market especialy. (by the time an
operator hears about some content, that means its already out of vogue for the youth market)

You have to look at the two industries of Internet and Mobile ($100 billion versus $700 billion). Mobile
Operators will not relinquish revenues any faster than they have to! Interenet was free. Operators are used
to charging. Thiswill not change so quickly.

* Billing:

This has been the second QockOthat operators have on consumers. Thiswill also become less important.
Consumers are now very comfortable paying directly on the internet with credit cards, this comfort will
migrate to mobile, especially as mobile commerce picks up.

Also, operators are taking too big a %, thus pushing publishers and merchants to go to other less expensive

billing mechanisms.

* Profiling/targeting:
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Operators have a significant role in targeting: They can provide Presence, Location, and Customer profile,
however, the existing legacy systems prevent operators to organize their databases in the right way for
more accurate measurement and targeting. They will get there eventually, but it will take alot of work.

MVNOG and new operators like @Con the other hand have systems that have been recently built, and so
they will be able to provide this information much more easily.

* Ad sales, setting up an ad network:

Some operators are selling their own inventory and will continue to, but thisis unlikely to become a major
part of their business. One reason isthat their inventory will become a smaller part of the overall inventory
available. They arelikely to sell some, and let others sell therest (like airlines sell seats).

* Becoming an ad agency:

Some may develop in-house agency capabilities, but not abig long term opportunity for them. These
might well develop into specialist enabler type companies that help promote the use of the targeting and
profiling info that becomes available from the operator.

* MVNO:

The challenge for the operator is to build a dynamic and flexible database

MVNOG may have the opportunity to develop this more easily. The can function quite differently from
the existing mobile operators. They may very well end up developing some of the above activities as part
of their MVNO positioning.

Group B. Creative Brainstorming
Group B brainstormed on the key issues that might impact creative developments on mobile advertising.
Discussion summary:

e We need to focus on the best USP® of Mobile
0 Immediacy and Location
o Communicate around the USPs
* Scaeisvery important
* What isrelevance? Can pushed advertising be relevant?
Contextually and geographically useful
Mobile is a unique medium due to personalization, don® make it irrelevant
The key is combining Profiling, Targeting and Relevance
If itisprofiled, it can berelevant.
Content and advertising are converging more and more: Opportunity to make content
more relevant
o Consumers are choosing what kind of advertising they want to receive. If it isrelevant
and well produced, then they won® even see it as advertising, but entertaining content
o0 Opting-in will be predominant

O O0OO0OO0OOo

SMS advertising is a big opportunity, especially with mobile social communities growing
Reliable couponing will be a big opportunity

Bluetooth campaigns can be too interruptive

Communities: Creating recommendation engines could be very useful

Fragmentation of Audience is not abarrier. Putting content on the fly, based on audienceN
interesting opportunity. Check out www.realtimecontent.com

Asmobile internet grows, activating the long tail will become important.

* Mass media and mass production will shift, and communities will work out for themselves, what
isbest for them.
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*  Mobile web inventories will increase as most media companies and brands create mini-sites
* Killer campaigns will combine, immediacy+location+retail.

PART III- Industry Predictions for 2008

1 There will be 3 billion mobile subs, and 50% of them will have devices with data capability.
The use of mobile internet will exceed the usage of fixed line internet

2. Mobile advertising will move from a primarily Qrial/testOmode into a mainstream part of
advertising.

3. Large operators will re-think their mobile advertising strategy, or actually adopt a strategy

which takes into account mobile advertising. Small operators will actually start to implement
some new, innovative business models

4, TheiPhone will legitimize the mobile web. It will also introduce the agency creative teams
to the mobile internet, so they will begin to start understanding, at a personal level, what
mobileisall about.

5. All major media companies will develop serious WAP portals (one result is that there will be
more mobile ad inventory) . )
6. There will emerge clarity on what is the @ommaodityOad on mobile, and new boutique

agencies will emerge to handle GpecialistOad types.

7. Flash will arrive on maobile, and will revolutionize the mobile experience.

8. Someone will crack the Gnobile couponObusiness.

9. Long tail advertising on mobile will take off, with the infrastructure to support it (eg Google
ads for mobile)

10. Flat rate data tariffs will be ubiquitousin UK

11. UGC will be subsidized by advertisement

Part IV — Next Steps:

The group wrapped up the session by discussing how we could take the Thought L eadership Meetings
further:
* Takeone subject and go deep to arrive at real solutions, and conclusions
*  Weshould have all participants of the value chain represented- next time, invite a media planner
aswell.
*  We should definitely have more of these kind of meetings and the results should be taken up to
industry bodies such as MMA, IAB etc, to start more industry-wide conversations and actions
*  Weshould involve the larger community, in the conversation. We should look back to look
forward- learn from past experiences through detailed case studies
* Next forumin the Fall could be on the Long-Tail of Mobile Advertising
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