swisscom

Domestic Wireline business

Adrian Bult
CEO Swisscom Fixnet

1-2 April 2004
Swisscom Capital Markets Event
Interlaken, Switzerland



|0vera|| swisscom

Stabilised TOP-line ...

in mm CHF

Incl. IC
6'443

Incl. IC

5% —"
-322 +135 -57
%0
I . —

Reported Adjust- Comparable Access Traffic Wholesale Others Reported
ext. revenues ments/ ext. revenues ext. revenues
2002 One-offs 2002 2003

- VAS: transfer to ES + BB - local CPS - International - Business

- Direct link: transfer - PSTN - Surf effect Incoming Lines

to Mobile + ISDN + F2M - LRIC - Leased Lines
- New Reporting - Mobile subst. - VAS
Practice Netting

- One-off Effects

I = external revenues I = revenue changes

I = (C revenues
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... and massively increased Bottom-line
in mm CHF
+6.2%
+112 l
2'075
+51 +208 - (5 0)
ooy 1954
(29.5%) (32.3%)

//

/

Reported Effect from Comparable Ext.
EBITDA Adjust- EBITDA FEERES
2002 ments / 2002
One-offs
- VAS: transfer to ES + Access
- One-off Effects Sale cliils
Telecom FL AG and - Wholesale
Payphone - Others

Inter-Comp. Effect Effect Reported
Revenues ext. Inter- EBITDA
OPEX company 2003
OPEX
- Personnel
- G&S purchased

- other operating costs

= EBITDA (Margin)
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Managing Transition

Towards the future
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Dynamic market environment

Highly

competitive




’Voice development: traffic

swisscom

Retail traffic reduction driven by Broadband push

I Change in retail traffic volumes of Fixnet

(in mm minutes)

-0.6%
15215 -208 - -
15007 374 4g 34 14'923 1429
\4
13'494
2002 one- Nat.2 F2M  Int'l Internet 2003 -
offs V traffic

1) Reduction through renumbering (1st quarter)
2) National fixed to fixed voice traffic. Loss due to hard and soft mobile substitution, change in behavior

Overall Wireline voice traffic
market stable

Fixnet with moderate voice
decline driven by

— National traffic mainly due to
fixed-mobile substitution and
behavioral changes

— Still growing F2M traffic due to
increased mobile penetration

— Increased international traffic
due to lower traffic prices and
price-perception changes

Reduction in internet traffic due
to Broadband substitution



’Voice development: traffic swisscom

Stabilized market shares in dynamic environment

| Overall FX Traffic Market Share (% on minutes, excluding ES), Estimated values

74 laligelo[Vailely
of the
National
single tariff

—¢— Local
62 62 Long-Distance
5‘9 53 —8— National
=g - Fixed-to-Mobile
—®— International
Overall
44 44
@ @

4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
2001 2002 2003



’Voice development: access swisscom

Shift to higher margin ISDN

ROUGH ESTIMATES

in 000 Lines
PSTN 27%
D (57) -
Bl = Subscribers cancel PSTN
—) access subscription due to
—Hard mobile substitution
—Mligration to Cablecom’s
VOC estimated
PSTN Market Sale PSTN  Migration Migration  Hard Migration PSTN _Upgradlng to ISDN
2002 increase Tele- comp. fromISDN toISDN  mobile  Cablecom 2003
com FL (BB Push) sub- and others
stitution
ISDN"

= Biggest estimated effect is
+6  (5) -— migration from PSTN due
— to marketing activities

= Broadband-push effects
back migration from ISDN
to PSTN

ISDN  Market  Sale ISDN Migration Migratito ISDN
2002 increase  Tele- comp. from PSTN to PSTN 2003
com FL (BB Push)

1) Migration from ISDN to Voice over cable yet estimated very small (smaller base, more business customers, VoC does not work with ISDN terminals)



[Voice development: new products swisscom

Various voice products launched

VVoice chat = Happy week-end = Traffic loyalty
(< 27 years) points on Coop-
= Fixnet box Super-card
» |nternational
. eBill & EBPP evening calls
= Summer

= Dialer Protection :
campaign

= Extended service
assurance

s Talk & surf



IWhoIesaIe: leased line development swisscom

Pressure on leased lines prices
+6%

Band- it/s ——pp 19.8 Gbit/ : :
width 186 Gbits . Growing bandwidth demand

1%
wio. e (D ~— Revenue decline due to strong
e 14.8 D  oul price declines
140 |
o~ other " “>2Mbl/s and Projects”: strong price
> 2Mb/s and pressure partly offset by increasing
100 - Projects demand for solutions
9 2mb/s = “2Mb/s”: Price reduction partly com-

pensated by increased volume

97 (+12%)

40 -
< 2mb/s » “<2Mb/s”: reduced volume (-17%)
due to move towards LL at higher
bandwidth

20 -

2002 2003

Planned introduction of higher bandwidth offers
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Defending the Core

Towards the future



|OPEX & CAPEX management

Tight OPEX control

Operating Expense
in mm CHF

5'000

4'000

3'000

2'000

1'000

M Intercompany

4'388

1'058

615

|- -7.8%
4'091 1

3'771

H ss

2002 Adjusted 2003

Personnel

2002 "
m Other

B G&S purchased

Top changes

G&S
purchased:
-11.0 %

Personnel:
-4.8 %

other
op. cost
-10.2 %

swisscom

Description

Reduced international Termination
costs and favorable exchange rates

= Reduced restructuring charges

= Headcount reduction
overcompensates salary increase

= Lower purchase prices for
maintenance contracts and network
EIEE]

= Reduced marketing costs
= Reduced loss on disposal of assets

112002 adjusted by Netting VAS, close of international outlets and Sale of Telecom FL AG 12



Re-Engineering showing impact

2003 2004

2005

swisscom

Process
Re-engineering

Reduction
of Complexity



IOPEX & CAPEX management swisscom

CAPEX in line with future network development

» Traditional Voice (PSTN/ISDN) slowly declining but remain key
» |ncreasing Bandwidth requirements for Data Services and Access
= Requirement to reduce network cost and optimize CAPEX

Focused investment policy

“Strategic Growth” “Continued Operations”

E.g. the broadband platform
Policy: Proactive development

“Phase-Out”

E.g. Frame Relay, X25 platform

Policy: Phase-out whenever
economically viable, reduce CAPEX
to nearly zero

E.g. the SDH platform

Policy: No enhancement of
functionality
and tight capacity management

“Extending Lifetime”

E.g. the TDM (voice) platform

Policy: Renovation due to planned
operation at least until 2010



|OPEX & CAPEX management swisscom

Extending lifetime of TDM Platform

Outlook until 2010

TDM Voice remains Core business for some years

Separate development of NGN architecture, no “merge” with traditional platforms
planned before approximately 2010

Reduce Network complexity to enable further cost reduction

- . - .

Ensure operation at least until 2010 Reduce Network complexity
Introduce a new basic software release = Phase out one of today’s three voice
necessary for Lawful interception as platforms in order to reduce future
required by law investments and save OPEX

Replace hardware at end of lifecycle or e Reduce the number of Local Exchanges
due to software upgrade from 200 to nearly 100

9700 km 1 Mio subscribers

connecting wire need have to be switched
to be replaced over




IOPEX & CAPEX management swisscom

Wise CAPEX Management

| CAPEX

(in mm CHF)
585 —(-0% —» 583

= Price Reduction in CAPEX for New
Business
— -18%

= Transient (2003/2004) increase in

New Business
+ New Capacity

Existing — 31% ¥ 586 CAPEX for existing installation due
installations to extension of TDM platform
lifetime
2002 2003
Capex/ 9.4% 10.0%

Gross revenues



IPerformance improvement swisscom

Save and improve

| Trouble Tickets ADSL Faults per 100 Access lines
Tickets/1000 ADSL Tickets/month
20 - - 2'000 25
16 - - 1'600 20 -
12 - - 1200
g - - 800
4 - - 400
0 - L0
Jun Sep Dec Mar Jun Sep Dez
02 02 02 03 03 03 O3 2001 2002 2003
mmm Faul/100 accesses
mmm per 1000 ADSL Tickets/month OECOM Lirmit




ICustomer orientation swisscom

Increased importance of customer interaction

- —

Large

Very
.m

Medium Large

e Support quality tel. e Price/Performance e Completeness Portfolio
Customer service Telephony (traffic)

e Product- / Service-quality
e Information service
e Simplicity installation
e Bill and support




ICustomer orientation swisscom

Large CRM program initialized

CRM-Release 1.0 CRM-Release 2.0 CRM-Release 3.0 CRM-Release 4.0 + 5.0
Q1 2004 Q2 2004 Q4 2004 2005

Inbound Campaigns Campaign Mgmt LeadM_anag_ement Product
: : Service diff. & .
Channel Consistency Basis Lead Mgmt Innovation
Knowledge Mgmt

Main Functionality

Basement

Campaign Mgmt
Base Functionality

Campaign Mgmt
Integrated Planning

Product Innovation based on
Customer Insight

Expansion Inbound
Campaigns Phase |

Expansion Inbound
Campaigns Phase |l

Expansion Inbound
Campaigns Phase llI

Product Bundles based on
Customer-Insight

Channel
Consistency
(360°-view) - Part |

Channel
Consistency
(360°-view) - Part |l

Customer Service
Differentiation

Lead Management
Base Functionality

Lead Management
Integration

Guaranteing Closed Loop

Strategic Segmentation
Churn & Retention Insight

Channel Strategy

Reengineering
Customer Feedback

Channel Mgmt
based on Customer
Value




ICustomer orientation swisscom

First promising results achieved

Training of agents and proposed offers

= Starting in September 2003 inbound offers # offers Agents
were created, offering new or additional 4500 — 350
products and services to (existing) 2500 /,\V/ i
customers calling into the CuC oo 5 1 200
. : v/
= Based on calculated customer affinity an o 4 Soilzes = 1
. 500 - —1 100
offer is chosen by the agent and proposed 1000 f———— o Agems |
to the customer T Imowed T
Sep 03 Oct 03 Nov 03 Dec 03 Jan 04
Offers and customer reaction (Oct 2003 - Jan2004) Distribution of proposed offers
# offers
S 4000
O Success -
3'000 - @ Negative 3000 E— | B Global Volume

O Success rate

W Happy Weekend

2'000 - — W Multiline

2'000+

-
B RRE =
1'000 E D cooo) 1] — gTDth Broadway
N | | i | D | . J a | er

ADSL eBill MultiLine  Happy Global 0
Weekend Volume

Sep 03 Okt 03 Nov 03 Dez 03 Jan 04

20



ICustomer orientation

Success already visible

Customer satisfaction improved

(weighted average) "

swisscom

Net-churn significantly reduced

Number of winbacks / quarter (in ‘000)

209

253

2002

2003

Net churn /year (in ‘000) estimated

Y
8.5 oo Fixnet .
— Sunrise
// \.
[ ]
- 3 R IO S
7.5
2001 2002 2003

142

2002

1) Weighted average calculated from residential, SME, operator services and internet customer satisfaction ratings

2003

21
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Defending the Core

Managing Transition




Broadbandgrowth swisscom

Growing number of overall internet users

Customers (in 000)
{0 Total

I I NB + ADSL

Traffic (in mm minutes)

Subscription

- :

2001 2002 2003 1998 1999 2000 2001 2002 2003

‘ Dial-up remains an important source for BB growth

23



|Broadband growth swisscom

Up-selling with ADSL achieved: avg. ARPU up 8-10 CHF

ECCONOMICS OF HOURS SPENT PER DIAL-UP SUBSCRIBER PRIOR TO CHANGE TO DSL"

ARPU of BW Freeway ARPU of BW Highway
users before changing to BW ADSL users before change to BW ADSL
in % of all migrated BW Freeway users in % of all migrated BW Highway users
> 96 CHF > 119 CHF

49-96 CHF
Avg. ARPU Avg. ARPU
pre switch to pre switch to
ADSL ADSL
32 CHF 57 CHF

- Customers strongly value convenience, cost control and speed

1 DSL Migration bluewin from January to October 2003; Online-Usage during month before up-migration to DSL 24



IBroadband growth swisscom

Aggressive Swiss broadband growth...

Development BB subscribers Monthly development of ADSL subscribers

Market Share (in %) Number of average new ADSL orders/month (in ‘000)
Total cumulated 531 k

100% = 455K='+ 88% ¥ 857K
+ 39%

Cable

°ov Y
45%’*,\5‘%, 59%

ADSL

2002 2003 2002 Q1 Q2 Q3 Q4 2003

‘ ADSL growing much faster than Cable

25



IBroadband growth

swisscom

...outperforming subscriber numbers elsewhere

28

26
Cable I I

ADSL 17 17

BB penetration Q3 2003

ADSL penetration increase Q2 to Q3

(% HH) (in pp of HH penetration)

18
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Switzerland
Nederland
Sweden
Germany
France

Italy
Switzerland
France
Denmark
Belgium
Nederland
(1] ¢

Italy
Germany
Sweden

... and in Q4 ADSL penetration is up to 16%

9% higher than in Q4 2002

26

Source: Point Topic, World Broadband Statistics, Q3 2003, 2 January 2004



IBroadband services: Enabling swisscom

Building enabling services

. Video on
Transport Protection
e Bandwidth & Security i
. Audio on
Delivery | coveaming + Encoding
e Push Services e DRM

[-]
Electronic
Books
Galler

Identity Subscription Handling

Identity Provider

IdP
(1dP) Conditional Access

automatic login

Billing Solutions

Payment Fixnet Invoice Others?

s“{iﬁcpin. fixnet
AN Einfach verbunden.

Billing &

T “

27



IBroadband services: Gaming

Delivering games on demand

Abmelden

Meueste Spiele

Wl Oscar flieqgt in
die Berge
Dieses Mal fliegt
J Oscars

bad Richtung
=y Dergwelt. Er ...

Ghost Recon

o Jahreszeitenballon

Demndchst bei Game-0On

Rayman M

auf in den

wettlampf! Das

einzigartige

b Rayrnan

AR Mutliplayer-Spiel
N | kann beginnen.

TEEG - Der

I ET
Thunder
Kuba, 2009;
Castro st tot

: und die ersten
x| freien Wahlen
2| seitJah ..

Edlscherbande

auf der Spur
eldfalscher,

Bliten halten
- TKKG diesmal

So einfach geht's

swisscom

Launched in Dec 03

Offering for the first
time real games on
demand

The platform
supports various
control features,
defining usage by
account for

— What

— How long and
—When

Easy billing (Swisscom
bill)

Platform allows to go
beyond games into
other hosting
models/ applications

28



|Broadband Services: Voice Chat

Introducing Video & VoiceChat

blUwin

#punk | #bluewinflirt || Yoice / ¥ideo Conference

#bluewinflir for more inforrmation http: /A

miute
pause

£

rmic

| Room_14

Video & Voice Chat

LN Quit Chat

25 Chatters

alf
Berny

Charly

]

Dieter

2 B

Copyright © 2003 Bluswin AG

swisscom

Delivering private
Video and Voice
chat

Voice and video
conferencing
allowing sessions
with up to 6
users

Service accessible
to all Bluewin
DSL customers
Easy billing
(Swisscom bill,
flat rate)

29



lBroadband Services: Extending value chain

swisscom

Extending value chain through content aggregation

Konzerte

3 on aila (Sex .
¢ \on ..ucchero reusst das Saalpublikum vom

8 Hocker: Standing Ovations fir den

§ Drittplatzierten.

Delivering an offer along
the entire content value
chain

= Deliver cross-media
information and advertising

= Integrate interactive
elements (chats, VOD,
Voting, advertisement)

= Measure the success of
campaigns across multiple
media platforms

30



IBroadband services: TV-Trial swisscom

Doing a TV-Trial to build capabilities

2Q 2003 Today 3/4Q 2004H tbd

1. TV Trial
2. Market

Observations
Market tracking

= Testing technolgy feasibility and usability
— Zapping Delay, Overall Delay
— Ease of Use

— Network capabilities & readiness

= Testing the market acceptance of Swisscom/Bluewin being a
TV/Entertainment provider

= |dentify USP inTV/Entertainment offering

31



Current TV Experience

@ fashionty

‘{935’2‘9114 :30) 15:00 15:30 E
57152 E R 5+

Onyrtv525 ONYX.IV ONYX.TV

FoxKids 526 FOXKIDS Fox Kips
kika527 KIKA p KIKA

Eurosport 528 EUROSPORT EUROSPORT

cens520 Can5E SO Cen5

VOD500500 APOLLO13

T

Live12

Starts in 45 minutes




|Wrap-up swisscom
Broad set of strategic moves moving forward o focu
o Main foc

Concrete measures Short Term Mid Term

*CRM FX ‘ .

Customer
orientation
ePrice plans voice
Secure ‘
busi . . . .
HSHIESS e Adjust data portfolio to higher bandwidths O
eReduction of complexity 0
Cost
reduction . .
eEfficiency improvements ()
*BB push (access & services) ‘
Grow
Beyond . . .
eFixed-mobile offerings O -




swisscom

Cautionary statement
regarding forward-looking statements

"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.”
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