Introduction

Welcome to the FirstPartner mCommerce Market Map which provides an
overview of the mCommerce solution market, its value chain and the ecosystem.
The mCommerce market is currently demonstrating a number of dynamics
which are expected to significantly accelerate the current rate of development.
These drivers are:

mBanking

The success of companies like M-Pesa in Kenya and SMARTmobile in the
Philippines have shown that mBanking can demonstrate accelerated adoption,
especially in developing economies where banks are not dominant. mBanking
adoption is growing quickly in these markets by providing simple economic
access to money management services to the existing unbanked population.
mBanking will take longer to achieve adoption in mature markets with high
levels of banked population, as the current deployed services have not delivered
significant advantages over existing traditional methods.

mPayments

The main inhibitors of mPayments to date have been both the end-user
experience and the ability to deploy the necessary technology to a large base.
This has limited mPayments methods to SMS or specific applications. NFC is
expected to provide high levels of end user experience, but will require large
scale deployment of equipped mobile handsets and merchant EPOS acceptance
terminals. Large scale NFC deployments will require collaboration between
various different stakeholders to gain critical mass.

Regulation and Security

Regulatory requirements are fragmented both within and between potential
adopting markets. Regulatory complexity may require services to be approved
by multiple regulators, including both financial and telecoms representation.
Resultant costs and time to market penalties reduce attractiveness of offering
mCommerce services. Consumers’ biggest concern is security of their personal
information both within the service and also if their handset is lost. These
concerns require difficult service design decisions to ensure balance between
security, usability and transaction value.

Geographic Trends

mCommerce has some very specific geographic characteristics. In mature

markets, MNOs generally require collaboration with established banking

networks to penetrate existing banked customer bases.

* NTT DoCoMo have demonstrated in Japan that a capability lead business model
can succeed if careful attention is paid to end-user experience.

» mCommerce has achieved dramatic adoption rates when launched by market
dominant MNO's in developing countries where the mobile handset is the
device of choice.

- mPayments success has been more varied and is forecast to achieve high
adoption rates as end users experience its convenience.

Forecasts

Edgar, Dunn & Company forecasts the global advanced payments for mobile to
be worth $510 billion by 2012, rising from a small base in 2009.The growth in
mPayments over existing online methods will be contributed by the convenience
of NFC based payment methods integrated directly in the handset.

Global Advanced Payment Forecasts - Relative Payment Volumes in US$
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mCommerce Requires

The rate at which the mCommerce market will develop will be determined by:
« Current volume success has come from services deployed by market dominant
MNOs.
« Transfer of success models to drive new market adoption are not reliable yet.
* Role of MNOs in collaboration mode is unclear.
« MNO's ability to promote brand and potentially gain customer retention
undetermined.
« MNO’s efforts to dominate branding may create confusion with end-users
around universal service acceptance messaging.
+ Potential tipping point identified for mCommerce around NFC deployment.
+ Competition from existing payment card issuers also adopting NFC.
- Lack of NFC handsets currently generating retro fit solutions to generate
market momentum.
* Merchants and end-users in mature markets have been quick to reject
attempts to establish mCommerce to date.
« Critical mass needed with attractive fees to stimulate Merchant
acceptance.
« User experience in excess of current payment methods needed to stimulate
End User adoption.
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Disclaimer

The map includes information compiled from various reputable sources and other
methods like structured interviews and surveys, conference material and
information available in the public domain. As data and information sources are
outside our control, FirstPartner make no representation as to its accuracy or
completeness. All responsibility for any interpretation or actions based on this
map lies solely with the reader. Copyright 2009
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High Value
. card level security.
Retail Goods Payment could either
be made through
proximity payment or
remote payment.
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Operator Dominated

Operators are free

docomo

Mobile Payments is any transaction, involving the transfer of ownership or rights to use goods and services, which is initiated and/or completed by using mobile access to computer-mediated

Mobiles will need credit

they need to invest in acquiring and distribute terminal readers to
merchants for proximity payments.
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Low Value Low value purchases,
. such as in coffee shops
Retail Goods and newsagents.
e Security is not a priority.
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to set transactions fees for merchants. However,
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mPayments

networks with the help of an electronic device.

Ticketing
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Customer Experience

The mobile can be used
to purchase and act as
the physical ticket for
consumers. This can be
a barcode or recorded
on a NFC chip.

Operator / Financial Services Collaberation

Operators and Financial Services companies collaborate to offer a
joint proposition and together set the fees for merchants. As there
are two stakeholders looking for a revenue stream this can make the
merchant fees prohibitively expensive, limiting growth.

transaction service.
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Business Models
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Financial Services Dominated

Financial services companies operate independently of MNO's to.
offer services, either through mBanking or mPayments. With
mPayments they may need to partner with an MNO or device
manufacturer so NFC is made possible.
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Online Mob]le Mobile remote . Both banked and P2P Transfer An Individual can pay P2P Transfer International migrants
payments can be made Bl | | Payments unbanked consumers . family or colleagues . can send money home
Purchases on amobile device or by can use their mobile National through a transfer International using their mobile
fixed line internet. handset to pay bills /N made using the mobile 5 T phone.
from their mobile o™ phone. A bank account %

is not always necessary. k-

3rd Party Intermediary

mBanking individuals can transfer money between two users who
are registered with the services. These services are not necessarily
dependent on a carrier. mPayments can be used if a retailer is set up
to receive payments from a 3rd party.

mBanking

Mobile Banking is the provision of banking and financial services with the help of mobile telecommu

nication devices.The scope of offered services may include facilities to conduct bank and

stock market transactions, giving access customised information as well as administering accounts.

( Transport Fares
Japan already uses NFC for all
public transport including Trains,
Taxis, Buses and underground
travel.
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( mWallet

mMWallet is a data repository that
houses consumer data to facilitate
afinancial transaction from a
mobile. A financial institution can
use this to debit or credit bank

( Online Goods

Recently many online e-retailers

such as Amazon and eBay have \
created mobile versions of their

websites 5o now consumers can

shop on the go.

\.

N\ UnBanked

Unbanked individuals are described by the Federal Deposit Insurance Corporation (FDIC) as those
without an account at a bank or other financial institution, and are considered to be outside the
mainstream for one reason or another.

MNO/MVNO Dependent MNO/MVNO Independent

( Virtual Goods

Online gaming and social
networking sites allow users to buy
virtual items online by entering
their mobile phone number and
charging the amount to their
mobile service provider.

kaccounts or payment instruments.
Retail Goods

Mastercard are trialling their ‘Tap
and Go'NFC payment system
with French mobile operators
and Carrefour to allow customers
make in store payments using a

(" Digital Media

Digital Media such as Ringtones,
Wallpapers and Applications can
be purchased directly from a
mobile device. These types of

transactions are typicalty SMS
kremote payments.

mobile.

Near Field Communication (NFC)

Near Field Communication

l I l « Carref

PrOXI Ity wireless communication technology which enables the exchange of data i

T t' between devices over a distance of around 10 centimetres. NFC is + McDonalds
ransactions e

primarily aimed at use in m
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Stand-Alone NFC

+15018092 / ECMA-340

(NFC), is a short-range high frequency

obile phones.
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Connected NFC

Open Mebile Allianca

Proximity Barcode

A mobile device can generatea 1D or
2D barcode to provide a POS terminal
with productinfo. The barcode on the
handset screen is read by the POS to
complete the transaction.

Retro-Fit NFC

Banked

Banked individuals are those with an account at a bank or other financial institution, and are considered
to be active users of the banking system.

Retail Banks White Label Services
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SMS / MMS Premium SMS Verified Payment App / Web Based
Rem ote The consumer sends a payment request During a checkout procedure, the The consumer uses web pages displayed
HH‘ via an SMS to a short code and a premium consumer enters their mobile phone or additional downloaded applications to

Tra n SaCtiO n S charge is applied to their phone bill. The ’ - number as choice of payment. A text make a payment. WAP (Wireless
merchant is informed of the payment message is then generated to verify the Application Protocol) is predominantly

success and can then release the goods. users authenticity.
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This form of NFC is the literal combination of NFC device Handset contains embedded NFC chip which is connected AMicroSD card wigth NFC  AnNFC s(ifl(téflé:r';lgegatta(ched
and a mobile device to provide a single device. There is no to the handset components via Single Wire Protocol {SWP) embedded can be insertc RO IR rovide stand POS -I- 2 I
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Mobile Identity Management Network Security Fraud Management
« Data encryption Security on the mobile can bz integrated in L UICC/SIM A Fuicrum « Device Anti-Virus Mobile operators are now in a similar role + Symantec Firewalls can help operators control -DES
Sec u r|ty < PKI three ways, on a memory card inserted into “Biometrics, @ biometrics Daon - Signalling & Firewalls  to ISPs as they open up mobile data access. « McAfee fraudulent activities and mitigate threads - 3DES
e St the handset, in a extarnal device attached S O T This has resulted in mobile users and Baner D) from hackers. Symantec, Macafee and . AES
PP 9NNG 45 the handset or on the MNO SIM card. +PIN = fometric simply ntrusion detection networks open to similar malicious threats. persky Kaspersky all aim to minimise mobile fraud.
«SIM Lock +2 Factor S,HS %3, biometrics prevention (IDP) - F-Secure
Operator Billing Online Credit Card Payment Platforms
Direct transaction charging by the MNO to the mobile user’s bill. 3rd This requires customers to register with a personal PIN before making Mobile credit card payments allow consumers to enter their card details
AC u | rers / parties offer a single interface to vendors to bill to a variety of MNOs. payments. These systems can be integrated with directly or can be to make purchases. Vendors can automatically and securely identify .Visa . ISTS Worldwide
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Payment Network Payment Authorisation
Connect and switch transactions either own network or existing payment networks. ‘ Merchant paymen(tj riguefst B authorllsed by issuer who manages
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Regulators

«Samsung L770 - Motorolla U9
= Nokia 5800

@ @LG Phansuncd .’ *#BlackBerry.

In an unbanked society, cash can be used to fund a mobile transaction,

or can be withdrawn from a mobile ‘account’ through an agent. Agents

are common place in Africa where M-Pesa and cash are often the only
methods of payment. International transfers are possible

used as the underlying protocol.
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Handsets
SmartPhone

NFC

«Nokia 6131 NFC
« Fonelabs X-Series

Mid Range

= Nokia N90O - Apple iPhone
«HTCHD2  -Palm Pre

+ Nokia 6212 NFC
- LG GT500
NOKIA

labs
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Encryption

Data encryption allows information to be
passed over networks without risk of
interception in transit. Standards exist for
encryption which allow free movement of
data, whilst securing the contents.

Financial Service
Regulators
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