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The dilemma of the telecommunication industry

� 80% of the revenue creation is still driven by
narrowband services

� But the market differentiation is more and more
driven by broadband services in the upper end of the
market

� Therefore narrowband services become a commodity
and cannibalisation will happen: at the end of the day
everything will be an IT application

� Find the right balance between defending today's value creation and
being proactive on the transformation of technology and value chain:
Ready for the Future:

Defending the Core Ready for the FutureManaging Transition
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Defending the Core

Ready for the future

Managing Transition

� Current operations
� Customer perception
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Dynamic market environment

Highly
dynamic

Unsaturated demand

Price pressure

“Ambitious”
regulation

More aggressive
competition

Current Operations

Technological
options and

opportunities
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1)  Swiss penetration up to
82% from 76% year earlier

2)  Market share at 64%
3)  AMPU voice down from

124 to 119 minutes
4) Avg. price per minute voice

almost flat YOY
5) SMS traffic up 15% YOY
6)  Avg. price per SMS flat
7)  Avg. subscription fee

(postpaid) slightly down
YOY due to right-grading

Dynamic market, stable results 2003*)

Total external revenues:
CHF 3,434 mm (+1.8% YOY)
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=  2002 =  2003
*) data partially based on market research and estimates

Current Operations
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Voice revenues stable - underlying KPI‘s dynamic
Current Operations

Voice AMPU in minutes per
subscriber

Voice subscribers in millionsX
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SMS up on all metrics
Current Operations

SMS traffic per active user SMS active users in millionsX
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MMS growth just kicking in now
Current Operations

MMS traffic per active user MMS active users in thousandsX
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GPRS usage accelerating
Current Operations

GPRS traffic per active user GPRS active users in thousandsX
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- Total traffic GPRS including not billable usage from SCM staff and usage generated by technical equipment for quality measurement
- Contains also free traffic from Vodafone live! promotion
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Other non-voice items still in infancy – but growing
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WLAN traffic*)  in minutes x 1,000 Content**) revenues in million CHF

*)  Including not billable usage from Swisscom staff
**) Swisscom Mobile Portal Revenue only (including Vodafone Live)
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Resulting ARPU development - Base Fee / Voice
ARPU Base Fee and Voice Development in CHF per month
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Current Operations
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Resulting ARPU development - non-voice
ARPU Non-Voice Development in CHF per month

Current Operations
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Ready for the Future

Defending the core

Managing Transition
•Managing costs and CAPEX
•Exploiting the Vodafone partnership
•Managing regulatory pressure
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„Costs Of Goods Sold“ shifting

Managing costs and CAPEX

COGS as % of service revenues

3.8% 4.4%

5.7% 4.8%

7.9% 7.5%

9.1% 9.0%

6.8% 7.7%

3.0%2.7%

Actual 2002 Actual 2003

Goods&Services
Purchased
Roaming

Interconnecton

Leased Lines

Acquisition

Retention
9.5% 9.2%

36.0% 36.5%
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Non-COGS reductions and Vodafone GP&S Fee

Managing costs and CAPEX

6.5% 5.7%

3.4%
2.7%

7.0%
7.6%

1.5%
1.5%
1.4%

1.7%

1.0%

Actual 2002 Actual 2003

VF GP & S Fee

Personnel Expenses

Rent

Repair&Maintenance

EDP

Other

19.8% 20.3%

Non-COGS as % of service revenues
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CAPEX in line with future network development

Managing costs and CAPEX

� GSM from coverage to capacity
� Increasing Bandwidth requirements for Data Services and Access
� Coverage investments into WLAN and UMTS
� Equipment costs still coming down, Vodafone partnership helps

New
Business /
New
Capacity

Trends and
Drivers

“Strategic Growth” “Continued Operations”

“Phase-Out” “Extending Lifetime”

UMTS
EDGE

PWLAN

N.a. GSM/GPRS

Secure Old
Business /
Maintain
existing
Installations

Focused investment policy
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Shifting focus towards (near) future technologies

New Business

Existing
Business

CAPEX/
gross revenues

294

137

356

36

2002 2003

9.7% 10.5%

392
431+10%

� Special focus on UMTS
coverage. Target per ye 2004:
70% of population*

� Implementation of EDGE as a
complementary technology to
UMTS for high coverage of
area, intrain and deep indoor

� Roll out P-WLAN: target 800
hotspots in Switzerland per
year 2004, the most relevant
locations are covered by
Swisscom Mobile

� GSM/GPRS capacity still
substantial chunk of
investment sum in 2003

-17%

(in mm CHF)

Managing costs and CAPEX

* Coverage according BAKOM definition 

ca. 500

down

up

2004

 ~13%

+284%

CAPEX
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Good progress in “value-exchange”

Exploiting the Vodafone Partnership

� Vodafone became 25% shareholder in Swisscom Mobile in
2000

� Swisscom Mobile has access to all Vodafone Group programs
Partnership

Quantitative

Access to global purchasing
agreements

Products

Management Cooperation

� cost savings on equipment
(~CHF 70mm p.a.)
� faster/earlier delivery

� Vodafone Live!
� Eurocall, assisted roaming
� Virtual Home environment

� VOD board representation
� management exchange,
specialist training/develop.

� benchmark access
� participation in all work-
groups in technology and
products

Qualitative

Clear advantages from partnership
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Regulatory framework

� Regulatory dilemma on Mobile Termination

� No legal basis for forced network opening in current GSM

license (expiry May 2008)

� Tele 2 and In&Phone as new provider in Switzerland

Managing regulatory pressure
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Managing Transition

Defending the core

Ready for the Future
•Technology as a fundament
•Bandwidth and Coverage
•Capacity
•Handsets
•Getting the value proposition right:

•residential segment
•business segment
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Voice and Data Access Technologies

Technology as a fundament

GSM

GPRS

UMTS/EDGE

WLAN

Technology

HSDPA

Application Dynamic / Issues

� Messaging

� RAS
� Picture Messaging
� Entertainment
� Browsing / Download

� RAS
� Video Messaging
� Entertainment
� Browsing / Download / Streaming

� RAS
� All multimedia applications

� RAS
� All multimedia applications

� SMS growth rate 9%  p.a.

� GPRS traffic growth rate 20% p.m.*
� MMS traffic growth rate 29% p.m.*
� Content rev. gr. rate 6.4% p.m.*
� Too narrowband and expensive for

RAS, real sound and moving pictures

� Emerging
� Few terminals
� Coverage

� WLAN traffic gr. rate 13% p.m.*
� Local coverage only
� Fragmentation

� From 2008

* average compounded monthly growth rate (October 2003 to February 2004)
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Business customers would like ...

� same level of functionality, usability and
security on the move as on a stationary PC
at a reasonable price

� full broadband coverage, high average
bandwidth and high end to end quality of
service

Realising this wish is impossible

� in the near term
� with only one access technology

But there may be ways to come close to it ...

Vision for Business Customers

Technology as a fundament
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VDSL Exp. 06

Voice

9,6k 64k 384k 1M 2M >10M >100M

Data

Pi
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>1000M

GSM GPRS DVB-H
Expected 2006

 EDGE

UMTS WMAN
802.16a

Expected 
2005/6

Mobile Voice, Data and Broadcast Technologies

ADSL

WLAN
802.11b

WLAN
802.11x

Expected 2005/6

UMTS
HSDPA

Expected 
2008

WWAN
802.20/802.16e

Expected
2006/7

Technology as a fundament
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Key questions

� How to achieve full area and population
broadband coverage including in-train at a
reasonable price?

� How to provide enough capacity in hotspot
areas?

Technology as a fundament

Bandwidth and Coverage

Capacity

Handsets
� Which terminals will be available in the next 12

months?
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ED
G

Efew devices
Only very few 

devices
Only with

external phone

With PC-Card
or with

external phone

W
LA

N

Mostly
integrated

Mostly
integrated

Only very few or 
with SD-Card 

on MS Smartph.

None in Europe
Mostly in Japan

U
M

TS

Some
devices

With PC-Card
or with

external Phone

Only with
external Phone

Only very few
devices

Notebook/ Tablet PC PDA / Pocket PC Smart Phones Mobile Phones

Terminals: 12 months roadmap

Handsets
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Mobile phones: 12 months roadmap
G

PR
S

ED
G

E
W
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N

U
M

TS

Cisco IP
Wireless 7920

(WLAN call
only)

Motorola - NEC
WLAN/cellular

phone
NttDocmo -NEC

WLAN/UMTS
phone

Panasonic
WLAN/UMTSBCM Wifi600

(WLAN call
only)

Mitsubish
M107ip

Samsung
SGH Z100

NEC
e616

DVB-H
compatible

NEC
e606

SE Z1010Motorol
a A835

NEC
XXX

Nokia 7600

NEC
e808

Siemens U15

LG 8100

Sanyo
V802SA Motorola

E1000

Nokia 6230 Nokia 6820Nokia 6220
Nokia 5140Nokia 6810 Motorola T725

Nokia 3200

SE Z500

Q3/2003 Q4/2003 Q2/2004Q1/2004 Q3/2004

SE T630

Panasonic
X70

Motorola
V600

Sharp
GX20

Sharp
GX30

Nokia 7200Siemens ST60 SE K700

SE S700

Motorola
E398

Much more GPRS
Phones are coming up

Q4/2004

Handsets
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G
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U
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TS

ED
G

E

Q3/2003 Q4/2003 Q2/2004Q1/2004 Q4/2004

W
LA

N

Socket 
SDIO WLAN (SD-card)

Sandisk 
SDIO WLAN (SD-card) Microsoft Smartphone

Drivers available

Driver development

Nokia
6620
(USA)

Motorola
A920

Motorola
A925

Motorola
A1000

Nokia 7700

DVB-H
compatible

Nokia
9500

Panasonic
X700

Motorola
MPX200

Qtec8080 Mitac
8390

Nokia 6600 SEP900 Siemens
SX1

Motorola
MPX220

SW Voq

Motorola
MPX100

Q3/2004

Handsets

Smart phones: 12 months roadmap
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U
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Q3/2003 Q4/2003 Q2/2004Q1/2004 Q3/2004

Only with external UMTS Phone

W
LA

N

Qtek2020
MItac 
Mio 728

Yakumo omikron
E-Ten P300E-Ten P700

Samsung
i700

Only with external EDGE Phone

SDIO WLAN)

FS Pocket Loox
610 Dell Axim x3HP iPAQ 4150

Thosiba
e800 Wi-Fi

HP iPAQ 5550 HP iPAQ 6300 Motorola
MPX

GPRS

Handsets

Pocket PCs: 12 months roadmap
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Q3/2003 Q4/2003 Q2/2004Q1/2004 Q3/2004

W
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With external GPRS Phone

With external EDGE Phone

With external UMTS Phone

Novatel Wireless
Merlin G301

GPRS

Nokia D211
WLAN/GPRS

Novatel Wireless
Merlin U530
UMTS/GPRS

Option 
3Globetrotter
UMTS/GPRS

Sony-Ericsson
GC83

EDGE/GPRS

SonyTR1MP
Compaq
TC1100

Nearly all new
Notebooks and Tablet
PC have integrated
WLAN

FS ST500
OQO

Dell X300 FS Lifebook T

Handsets

Notebooks/Tablet PCs: 12 months roadmap
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Lessons learned

� Offer the most attractive handsets with colour
screen, camera, real sound, java etc.

� Ensure ease of use on handsets, portal and
applications

� Present the best available national and
international content

� Integrate handset operating system with
application layer

� Offer the best service in any touch point
� Be fair - give your clients full cost transparency

and consider willingness to pay

Value proposition - residential
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Lessons learned

� Offer the best broadband coverage, the highest
average bandwith and the highest end to end
quality of service

� Don't believe in a single future standard access
technology - be prepared for further
fragmentation

� Make technology transparent for the clients -
offer seamless access

� Be fair - give your clients full cost transparency
and consider willingness to pay

� Guarantee end to end security

Value proposition - business
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Strategic summary

� Narrowband commoditising - but still 80% of business
� Stimulate usage of narrowband services
� Increase awareness of more broadband applications
� By exploiting knowledge how to increase customer

satisfaction

� Stay focussed on cost control and CAPEX allocation
� Cope with regulatory threats

� Master technology
� Ensure bandwidth, coverage and capacity
� Offer best portfolio of hardware
� Have a vision of the desired value proposition for both

residential and business customers

Defending the core

Manage Transition

Ready for the Future
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”This communication contains statements that constitute "forward-looking statements".  In this
communication, such forward-looking statements include, without limitation, statements relating to our
financial condition, results of operations and business and certain of our strategic plans and objectives.

Because these forward-looking statements are subject to risks and uncertainties, actual future results
may differ materially from those expressed in or implied by the statements. Many of these risks and
uncertainties relate to factors which are beyond Swisscom’s ability to control or estimate precisely, such
as future market conditions, currency fluctuations, the behaviour of other market participants, the actions
of governmental regulators and other risk factors detailed in Swisscom’s past and future filings and
reports filed with SWX Swiss Exchange and the U.S. Securities and Exchange Commission and posted
on our websites.

Readers are cautioned not to put undue reliance on forward-looking statements, which speak only of the
date of this communication.

Swisscom disclaims any intention or obligation to update and revise any forward-looking statements,
whether as a result of new information, future events or otherwise.”

Cautionary statement
regarding forward-looking statements


