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Introduction.

The Google Phone is a relatively new type of produ@ market Google has had little
past experience with. Google must analyze how opgmty position their new product in
order to make sure it can sustain a strong hotdignnew industry.

Key Points.

The Smart Phone industry supports multiple but fems due to a limited ability to
differentiate towards different target audience ardck of necessity for owning a Smart
Phone.

Google should target small enterprises, Google, faagelers and foreign markets.

Google should limit the release of various featuoésits existing products to its
competitors in order to give itself an advantagthamSmart Phone market.

Industry Analysis. Smart phones are a relatively new profitable préfdie will
visit a modified list of Porter’s five forces toagze the Smart phones market.

Entry Barriers. A large number of barriers prevent entrance inte $imart phone
industry. Among the largest are:
» fixed costs — necessary research and development
* reputation of incumbent firms — people buy phomemfcompanies they trust
* networking — people buy phones that their frienud$ acquaintances use
* switching costs — switching phones and servicesamsiney and time to users
» differentiation — limited ability to differentiateom other phones
Bargaining Power. Smart Phone firms have relatively weak bargainiogvgr. Some
reasons include:
» substitutes — many substitutes, see below
» elastic demand — smart phones are not a necessalygb, hence there is
elastic demand for them.
* information — customers tend to research capadslitif smart phones due
to price and high reliance on the product
» differentiation — limited ability to differentiateom other competitors
* switching costs — limited incentives for userswgtsh phone companies
Specifically for Google, which works with T-mobite offer the Google Phone, there is
some capability to bargain with the network provid€-mobile) because there are a
number of such providers for Google to choose fréiso, Google has a strong brand
name, which helps in its bargaining position.



Substitutes. There are a number of substitutes for smart phoSesart phones are
largely used for mobile access to information. Hare some products that have similar
functions:

» cellular phones

* laptops
* organizers or pen and paper
* pager

Notably, cellular phones and laptops sufficienttpyide the services needed for most
consumers in terms of mobile access to information.

Complements. For smart phones, any application that works wéthwhe phones is a
complement. Google owns a large number of suchicgtigns, which will be discussed
later. Some complements include:

e Email

» Data manipulation applications (documents)

* Maps and GPS

» Organization applications

» Other internet applications and essentially anywsok available on phones

* Music and other media content

» Computers (in order to install and manipulate safenon the phone)

* Products involved in travel and mobility

Rivalry. The smart phone industry is fairly rivalrous. Altlgh there are few strong
competitors, the industry does not support mamgsirSome reasons for this include:

» Differentiation — there is limited ability to diffentiate a smart phone from a
competitor’'s except for interface. However, theseaisignificant differentiation
between home and business users for smart phofks allows for multiple
firms to exist, although the total number may &dlrelatively small.

* Networking — People buy the same phones as thenmds or acquaintances use
because there may be cheaper service between mhe ghones. Software
compatibility may also be an advantage.

» Economy of Scale — There is almost no scalabititgreate more software, so this
does not force the market toward a small numbérros.

* Prices — Customers generally value quality sigaifity over price when
considering buying a phone they will use a lotloé time. The reason is that
prices between phones are generally similar, andegprare insignificant
compared to the usefulness and amount of time e will use the phone.
Therefore, there is no room to differentiate foic@r and companies with
perceived low quality and low budgets for reseaackl development will not
survive.

* Brand Name — Customers care about buying a phone thhe popular or reliable
company, hence limiting existence of multiple snfiaths.

Therefore, the smart phone industry supports malfipoms due to ability to differentiate
between business and home users, but does notrsaplaoge number of smaller firms.
Then, the smart phone industry is very rivalrous@spetitors fight to become one of
these few firms. Because of this, Google shouldbaibdy cooperate to some degree with
other companies in the industry that does not talgesame customers.



Analysis of Google.Google has some advantages in terms of positicstiategy for
the Google Phone. Among the most important arergelaaumber of complement
applications, large fan base and good company image

Complement Applications. Google offers a very large number of applicatidre tvork
well with smart phones. Some of the most importansmart phones are noted below.

Google Search Engine.Google search engine is currently the most popsésrch
engine. It is very important in internet accessjciwhs a key feature that smart phones
have that regular phones do not. Therefore, thignismportant complement to smart
phones. With that said, the search engine is rgtifgiantly superior to other search
engines such as Yahoo!'s.

Google Maps.Google maps is one of the most useful tools fdrpiednes to have due to
its usefulness in mobile situations. With the additof the new mobile tracking service
(with GPS) by Google, this becomes a much moreulisefrvice in the phone industry.
This can be a valuable asset for people settingegtings or traveling to new locations.
GMail. Checking Email on phones has become fairly reguBvail is particularly
powerful as it has a very devoted fan base anygard interface that may be adapted to
mobile phones.

GTalk. GTalk is used to some degree, and although maaggzhhave access to instant
messaging such as AlIM, the Google phone could basg access to GTalk. This would
help both the phone and IM software. GTalk wouldntyabe used for communication
between phone and PC users, and texting and catlimgbe used to communicate
between phone users.

Google Calendar While most phones may have built in planner safey the Google
phone can take advantage of the already existinggléo calendar framework.
Furthermore, this allows users to update theirncide with both their phone and their
online account from any computer. This way, thesicdar is kept up to date easily, as
well as working well with other applications likeMaiil.

Google Docs.Google Docs is a less used application offered bpdgk that allows
document manipulation and viewing. This becomedyfamportant in mobile phones
due to ability to edit documents while on the gésdA this ties in with Gmail as you can
view attachments with Google Docs. This makesgtesmt complement to smart phones,
and also one that is not vastly offered by compeit

YouTube. Media access is very important for mobile phondse Targest online video
provider is currently YouTube, which is owned bydgte. Along with Google Video,
Google holds a strong asset here which complengeegly with mobile phones.

Google Translate. Google translate allows for translation betweergleges. This is
particularly useful for travelers that may not knother languages well, which is likely
the case for many smart phone users that mayfersign countries on trips.

Other Google Software and Sitesln general, the Google phone works well with other
Google software. It allows for mobile internet usaghich in general benefits Google as
people will be visiting Google sites and softwdtargely, if the user is a Google fan,
they will probably use many Google products with fhone, making easy accessibility



of Google products a must on the Google phone. Bofigance and news may
particularly benefit from this. Other software mago gain a larger fan base if used.

Fan Base.Google has built up a large fan base over the yasra software provider.
Notably for applications such as Gmail and otheentioned above, there are a large
number of people who would undergo significant sost order to use Google’s
applications as opposed to competing applicatidhis gives Google a strong advantage
in creating a customer base for its phone as masysumay buy the phone simply
because it is offered by Google. Even more impdigtaii Google were to offer some of
its applications exclusively on the Google Phoheés would draw even more fans to the
phone, as well as possibly users from competitors.

Company Image.Google’s current company image is that of a “goothpany.” This
mainly means that Google has been cooperative ggthpetitors and done little that
hurts their users in order to make more profit.sTimay largely be due to the fact that
Google’s revenue is mainly from advertising insteédelling a product. This image can
help in selling the Google Phone as it will notradé&e the company is trying to profit
enormously from its users that other phone comgamigy have the reputation of doing.

Google’s Competitors. In the Smart Phone industry, Google faces somehef t
competitors below Also, Nokia is large, but they are largely lesarfded and “smart”
and largely a less related product than thosallisetow in term’s of Google’s image.

iPhone. The iPhone is one of the biggest problems for titeaace of the Google phone.
Similar in general target audience, both compahag generally been known for high
guality and simple design. The iPhone’s designaisitio beat, even for Google, and it
holds a large part of the market by having a ldagebase. However, the iPhone largely
targets home users. By targeting small enterpriGemgle can find a unique niche to
operate within. This will help avoid rivalrous cpetition with the iPhone, which is
likely here to stay because of the large numbéoyal customers. Therefore, Google will
not have to spend a lot of time and effort to cohgastomers to their brand, which is not
well known in terms of hardware devices. Anothenikir company is HTC, so we shall
largely discuss Apple with respect to both compamieple has shown large groffir.
Windows Mobile. A large competitor of Google, Microsoft may alseget a similar
audience as Google for their phone, Windows Mobilere again, Google must make use
of its superior design and user friendliness whitibrosoft is not known for. Smaller
companies will again not necessarily need the pdinesr Microsoft products are known
for and may opt for a phone with easier accessvariaty of both business and personal
uses. Google can target the audience that norrAgitye would target against Microsoft,
but does not in the business audience: users #et the newest technology. Google
provides software that Microsoft does not as welhaving a reputation for high quality
and better design.

Palm OS.Palm is a dangerous competitor due to its curmenibted, particularly with
Apple. Palm and other companies not yet mentionagl begin to see losing profits in
the industry and may become desperate and hengerdas. In terms of target audience,
Palm, like Microsoft, is more similar to Google. tBadarget users that may require the



phone for both business and home use, although Bedms to be much more over the
place in this regard than other companies. Witlargety of products, Palm would likely
react to any entering party. What Palm is lackisgts own software, so by offering a
variety of applications and software, Google caay sthead of Palm, which relies on
other companies such as Microsoft to provide ihwibftware.

Blackberry. The blackberry is a powerful phone targeted towdmdsinesses. Smaller
enterprises may not be the main focus of the comdaut is still a main concern. What
Google must do that Blackberry does not is haveamg design. Smaller enterprises may
not be looking for the strongest phone in the ingudut may need more user friendly
and diverse phones, and Google is a good compapyotade this. Blackberry is not
known for sleek design and in general seems tafgeted towards larger corporations.

Target Audiences. Google should attempt to target small enterprisesyelers,
foreigners and its current fan base. With its curr@ssets, how does Google properly
apply these assets to advance its position in trd&et? In order to optimally position the
Google phone, Google must realize that the phodestny is rivalrous as shown above.
Google must use its current assets to positiorGiegle phone properly to avoid entry
barriers and keep itself afloat.

With the assets given, it seems that Google shangst a group that is constantly
traveling and may need lots of software on themr@s. The home user is not an ideal
candidate for such a product; they do not travat thuch and largely only need to use
phones for phone calls and messaging. A betterettaagidience would be small
enterprises and travelers. The Google phone previtBny necessary products that such
enterprises will need: Calendar, Email, Documemgps and capability for other
software. On the other hand, they still have teelslfeel of a casual phone that can vary
a lot depending on the use. This way, smaller prit&sr employees may use the phones
both for business as well as personal use. In mha&lscommunity, the necessity for
extremely powerful devices becomes less and thd faedesign and user friendliness
grows. This makes the Google Phone an ideal caredidathis market.

In terms of how Google’s current assets work s market, let's consider the
specific examples. Small enterprises may have nemgloyees who often go out on
sales calls or other travel. This makes Google naapsist on their phone. Furthermore,
the new tracking service allows the users to easégt up whenever they must, which in
a smaller enterprise is vital due to their potdiytiaectic, less organized schedules.

Communication between employees becomes moreinitlsmall company, so
Email is an important concern. Gmail is known torekable and easy to use and has a
large fan base. Organization is also fairly goothvdMail and labels.

Calendar becomes more useful as well, as smaltapany employees constantly
have shifting schedules. In order to accommodate talendar can be changed both
from the office and on the go with the Google phai®wing for easier organization, an
important part of small enterprises.

Other features such as document viewing as welinasice and news are very
important to small enterprises as well, but Goadppes not offer many advantages in
these areas compared to competitors. However, ingfethe Google phone to such
companies may persuade them to use other Googthigis) perhaps growing a large
user base that may eventually become very powerful.



Access to other online work functions can be eafige with the Google phone.
The phone provides much of the services given bgrotompeting phones, but offers
added advantages in terms of travel and some owlata capabilities. Travel and
documents is most associated with small compamesking them the ideal target
audience.

The Small Enterprise. The small enterprise audience is a good targeteaadifor a
company like Google for many reasons.

Travel. In general, small companies do not perform opemation their own office.
Therefore, they perform a lot of traveling to otleempanies in order to do business.
Traveling requires mobile devices, and here is wliee Google phone comes in. There
is a large market for using sophisticated mobildais on business travel.

Growth. As the small companies grow, if they use the Gopblene, they may come to
rely on it. Employees that travel often will finddasier to use other Google products if
using the Google phone, and begin to use theseaigiedrhis will create a larger Google
fan base. However, as these small companies gromge swill eventually become
industry giants. If these companies have many eyepl® devoted to Google products
due to the Google phone, this will put Google wveay solid position as large companies
are devoted to their products. Furthermore, withitistability of the phone industry, this
solid position may be vital for survival. Googledascompany that is always looking to
create a large fan base, so this is particulayulsespecially as Google is unlikely to go
bankrupt in the near future.

Quality. Most small enterprises will be looking for qualidevices. Google has a
reputation of high quality. Furthermore, comparecompanies like Apple, Google has
not specifically begun targeting other groups sasthome users. Then, Google can be
the supplier of high quality products to small eptises.

Foreign Markets. Google’s various products are just one advantageglgocontrols.
Another advantage is its reputation as the bestlsemgine as well as offering numerous
other great products. This reputation is fairl\ygkin other parts of the world as well as in
the U.S. For example, in Europe, 79% of searched tlee Google search engine and the
next most used search engine held less than 3% sdaached. The penetration of other
brands such as the iPhdnie not as deep in other markets. Then, in thesekets
Google may actually start ahead of the pack in nasmegnition. This would be a
significant advantage. In addition, other countrieay begin to have more growing
entrepreneurial spirit, particularly in fast grogiparts of Asid which would mean more
small enterprises that may grow into large commanmhich Google can use as
consumers.

Google FansAs discussed, there are many customers that ghdytdevoted to Google
products and will likely buy the Google Phone spleécause it is produced by Google,
especially if various features are found exclugiwai the Google Phone.

Cooperation. Keeping in mind this target audience, Google’stegia should mainly
target only business and traveling users. Thisesabse the industry, as discussed,
supports multiple firms. Then, it should continaecboperate with other firms, especially



in ways that helps them in the home market. Formpte, Google should continue
cooperating with Apple because starting a competitivith them while targeting
different audiences is foolish, especially with kisoft (who is very competitive, targets
a more similar audience and is very powerful).

Proposed Positioning StrategyGoogle should begin to offer only limited features
of its variety of software to its competitors whitdfering full capabilities of its
applications on the Google Phone. This will encgarasers who wish to use these
applications to use the Google Phone. Furtherm@ummgle should largely limit only
those applications associated with travel in ordedraw in its small business target
audience as its primary user base.

Google Search EngineGoogle’s search engine is not significantly supetm other
search engines. It is also not specifically usédulany of the target audiences. Also, the
search engine is difficult to limit to the GoogléndPe specifically (except perhaps
advanced search options). Therefore, we will moitlthe search engine. All other phone
companies currently use this technology, and Imgitit would be detrimental to the
company’s image. Also, other search engines woaid more use and be discovered to
be not significantly worse. There are no particidvantages for drawing in the target
audiences from limiting the search engine either.

Google Maps.Google Maps is vastly superior to other maps so&walso, it is very
important for travelers (and hence small busingsSdserefore, we will limit Google
Maps until it is only marginally better than otheap applications. Namely, this will
mean lower resolutions and no street view as welp@ssibly limited search capability
(for local businesses, etc.). Almost all of theestbompanies use Google Maps. However,
the Blackberry offers Blackberry Maps, an altewatio Google Maps. However, due to
Google Maps’ generally accepted superiority, thisudd have little effect. We have
fairly few limitations; hence it should not vastlgcrease the company’s image. However,
it should increase usage as Google Maps is vergiitapt to many people and is the key
consideration for most people when they decide thayt to buy a smart phone. Then, if
the Google Phone offers a significantly superioo@e Maps application, they will buy
it. With the inclusion of GPS, maps become increglgiimportant for the mobile user.
GMail. GMail is not particularly superior to other emsdrvices, but a large number of
Google fans like GMail a lot. This is largely duethings like customizable themes and
labels and interface. GMalil is also important tesihasses as they may need to have
access to important memos and emails while on tnenHowever, limiting full email
access from other companies would have poor effactompany image as well as
probable large switches to other email providetgen[ one should limit some things that
fans enjoy a lot such as themes and labels. THissmeourage the fan base to continue
using the Google Phone, as well as possibly somméss users who have come to rely
on GMail's organization tools to use the phone. @N& currently featured on most
phones but is very prominently featured on the Bacry. This means that full
limitations would be disastrous, but by offering @M it may limit retaliation to
limitations in other applications such as Googlepsland Docs.

GTalk. GTalk is a significantly weaker application inrtex of users compared to AIM. It
is also largely used for contact from mobile ugers°C users as there is no need for



IMing between phone users. GTalk may be used hkargelbusinesses, namely when
employees may be on the move and need to contaatnaioyee at the company. Also,
GTalk is largely affiliated with the fan base, aBvAis used by non Google fans. Google
should fully limit GTalk to the Google Phone beaatisere is little use of the application
on other phones. Then, there are limited repritalshis limitation. Furthermore, users
would not likely be annoyed from this lack of offeg as it is not a highly coveted
application. However, it does target the right andes and helps in networking; people
may start to use Google Phones more if they watdlkoto others using GTalk and it is
only offered on the Google Phone. Because AIM isafbliated with any of the other
companies, it will not likely begin to have limitexfering, not creating networking for
other competitors. Although the limitation of GTaMll not strongly help the Google
Phone, there are few problems with limiting it ez competitors would not care much
about it, while by limiting it, it may be one of faw small things that pushes target
customers towards the Google Phone.

Google Calendar.Google Calendar is very useful for travelers, esplgcfrom small
businesses, that need to organize meetings witlplistgy buyers and other firms.
Because it is connected to the Google Frameworls becomes a very useful
organization tool to people who are constantlyetizg or have busy schedules. Because
of this, this should be offered similarly to othapplications. The limitations with
calendar largely come with other applications, ®od@ not limit the feature. Then, when
users may become accustomed with Calendar, they mnealize that other Google
features, that may be limited on their current ghoare very useful especially with
Calendar (GMail for example can note when you hexents on your Calendar, etc.) and
switch users into the Google fan base.

Google DocsGoogle Docs is very useful for small businessegréJsan edit and read
documents while traveling and away from the compu@®ogle Docs is largely used to
view attachments received by GMail. There are ohisimilar products on other phones
currently, and Google Docs is not currently lardelgtured by other phones. Then, a trial
version of Google Docs can be given to other pholighis is rejected, a version that
only allows document reading can be given. Theeyausan still access files given by
GMail, but may realize that Google Docs is a us#&fal on phones to slightly edit some
of these files, but with only full capabilities ¢ime Google Phone, may be persuasive in
switching services. It is also very useful for taeget audience and not widely offered by
other phones, meaning there is limited effect ommgany image. Docs should be offered
in such a way that one can share documents betdiferent phone users, but editing
can be only done on the Google Phone. Then, tbates a network effect as more users
begin to share documents with Google Docs, moré nedlize the necessity of the
Google Phone to edit such documents.

YouTube. YouTube is mainly used by home users, so does pettifecally target the
right audience. Furthermore, it is likely sepanatelanaged. There is also limited ability
to reduce capabilities of users. Media accesssis fairly easy to obtain on other sites.
Then, there is no reason to limit YouTube as littotas may be bad for corporate image
and does not target the small business audience.

Other Google Software and SitesOther Google software that is not largely used by
other phones can be offered on the Google Phorasixely to make small reasons why
the phone is superior. However, sites like Googlaiice should continue to be easily



accessed by other phones. Some software that noay tgr be nice applications found
only on the Google Phone could include Picasso SketchUp. These may be small
things that can gain a few customers for Googlelavhbt hurting its reputation or
creating large reactions from competitors (becdbsg are not prominently featured by
competitors in the first place).

Reactions of Competitors and Proposed Counter reacins. With this
reduction in Google’s software availability on athghones, its competitors may react
adversely to this new strategy. However, for mdsthe changes above, we note that
there is little likely specific reaction to any thie limitations that would be beneficial for
its competitors. Here, we take a closer look asjims reactions for each competitor.

Apple. As most of the proposed actions will not greatlpact the casual user, Apple is
unlikely to react aggressively to these softwan@thtions. However a possible reaction
is to team up with somebody like Yahoo, who offedftware products similar to
Google’s, as a reaction to Google’s move towardsuswity for the GPhone. However
since a limited Google Maps will still be an imgaort feature for them to risk losing, this
seems unlikely to occur. As discussed above, neastifes being limited had limited use,
particularly for home users, so Apple would likelyt care much.

Google may want to consider increasing its codfmarawith Apple, because if
Google does survive, it may need to contend widntHor a long time in the market.
More importantly, with Microsoft targeting a moremslar audience and being a
competitive company, Google does not want to fapplé, which has recently shown
large growth and a strong fan base, in this markefpple were to reject certain
applications due to the new limitations, Googlewstiqgprobably weaken the limitations
carefully in order to cooperate with Apple, whicistalso shown large grovitt
Microsoft. The most likely, if any, reaction to any moves byo@le would be to attempt
to limit Google’s sales and thus its networking amdwth potential in the market. The
most obvious way to do this would be through aegat in response to the software
changes, especially temporarily during the possghlblicity period. However, due to
weak bargaining power of firms offering OS for pbeerand little effect of price, this
would not be that effective. Then, Microsoft majeofother products similar to those of
Google’s in order to replace the limited featutdewever, the limitations are low, and
for features like Google Maps, there are few othgtions to choose from. For other
features such as GMalil, the limitations are tady@¢tevards Google fans anyway who
would not be targeted by Microsoft in any case. ¢éerMicrosoft sees little reason to
reject Google products merely for retaliation.

In the case that Microsoft rejects Google applicest, Google’s response should
be to continue offering limited applications. Besawf the reasons above, any rejection
of Google services would likely only hurt MicrosoBecause Microsoft targets a more
similar audience with Google, Google can gain tHeaatage on them if they were to
reject Google products and hence lose a large nuofhesers. This may weaken some
products usage such as Docs or Calendar, but rhdstse weaker products that may be
rejected saw little use previously.

Palm. Being in a weak position in the mark&tPalm may act unpredictably with more
desperate moves to maintain/gain market share. H#swts options are fairly limited by



its weak product position (targeting a large spregitiveen home and business users) and
the most likely reaction, if any, is a price redactor full aggressiveness with Google.
Otherwise, its reactions would be similar to Miaft's as the two companies cooperate
to a degree (Palm uses the Windows OS sometimdgpeget similar audiences.
Research in Motion. As the BlackBerry is aimed at the same market, gheatest
reactions should be expected from Research in Mottds possible they will reject the
“limited” versions of the products, and use thewnoproducts — i.e. what BlackBerry
Maps does already. This would be a bid to block gkge attempt at converting some of
its user base. While Microsoft and Palm may losesignificantly were they to reject
Google products, the Blackberry would be at lesa disadvantage because they already
offer a large number of software created by thevesel

This would be an unfortunate outcome, although dul not be devastating,
because Google doesn’'t need BlackBerry or any aitmart phone to display the merits
of many of its products. Blacberrys are unlikelynetwork Google more users anyway.
Rather this may simply lead to new customers toenstrongly consider the GPhone if
they are already fans of Google, whilst essentetlyieving what Google may want to do
with BlackBerry anyway — deny it's software assetsvithout looking like an “evil
corporation”. Blackberry’s large growthhowever means Google should be careful.

Such actions would best be followed up by emphasi&oogle’s assets that beat
the BlackBerry's features when targeting small besses. Blackberry does target a
slightly different audience (larger corporationsyhich means less likelihood of
retaliation. Were they to reject the limited Goolylaps, Google should lift some of the
limitations, hoping they would realize that Blacktye Maps is significantly inferior.
However, Blackberry would likely cooperate duetsodurrent large emphasis on GMail.

Specifically for Google Docs, because it is relalyvless used currently, other
phones may reject the limited capabilities for ferat users switch to the Google Phone.
However, were one of the above companies to acsegh a limited version, other
companies may largely lose out. Then, without @din among the competitors, they
face a dilemma where accepting such a feature radyebeficial. Because Docs is not
currently largely prominent, they may be willing take this risk and cooperate with
Google as few other software of this kind exists g&nvorks well with GMail.

Limitations. This strategy has a few limitations. The largestthiat there is not
significant limitations between what is offered@oogle users and other users. The main
objective is to offer a large number of small b&sgdarticularly for small enterprises and
travelers. Another limitation is that Google haagHar not offered a real product. With
the release of the phone and this proposed conwveesitrategy, it may give Google a
worse company image; that is Google may startd& like an evil corporation that fights
dirty to win. However, with the rivalrous naturetbe Smart Phone industry, Google has
to take some risks in order to stay afloat and shigtegy allows it to differentiate itself
from competitors as well as offer some very impart@atures with higher quality than
competitors. One final limitation is that the otltempanies may begin to boycott Google
products, which would largely hurt Google in otlaeas, but as discussed, this is not
highly likely.



Appendix. Below are some items that show evidence of sonteeofacts shown above
with brief descriptions.

1) Apple largely not targeted towards foreign méske
Breakdown of the First 1 Million 3G iPhones Sold
By Country
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2) iPhone sales have increased
iPhone Sales per Month
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Manthly estimate based on Apples reported sales.
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3) Foreign market is important

Mobile Phone Sales Forecast 2008
(Millions of Units)
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4) Apple has shown large growth, RIM fairly largewsell, Palm not even shown, good
for HTC

Worldwide smart phone market
Market shares G3 2008, G3 2007

39,850,100 31,156,240

15,485,690 38.9% 16,025,690 514% -3.4%
6,899,010 17.3% 1,107,460 3.6% 523.0%
6,051,730 15.2% 3,298,090 10.6% 83.5%
2,313,930 5.8% 2,058,500 6.6% 12.4%
2.308.210 58% 850,400 2.7% 171.4%
6,791,530 17.0% 7,816,100 25.1% -13.1%

Source: Canalys estimates, © canalys.com ltd. 2008
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Again, large growth for RIM, and HTC, not much fithers

Nokia 15,287,800 475 14,151,688 50.8 8.1

HTG 1,330,825 41 605,900 e

http://www.wirelessweek.com/uploadedimages/WW/&til 108-Smartphone-Sales.gif




5) More growth: again, RIM high, Apple High. Hemge note others are low, although
Microsoft has some growth. Palm OS is OK, but shdwwg sales numbers overall
compared to the rest (and low market share) debpitang existed for many years. Note:
Symbian is related to Nokia

Table 2
Worldwide: Preliminary Smartphone Sales to End Users by
Operating System, 2008 (Units)

IComipany 20008] 2008 Market 2007 200T| 2008- 2007
Share (%) Marketjorowth (%}
Sales Sales| share (%)
Symbian 115,405,057 SFANE,273,255 B5 6 oy
Fezearch In 5,594 159 17.4) 2,471,200 39 126.4
pction
picrozoft 3573622 1200 3,212,222 11.5 206

Loy Mokile

| inu 2,350,245 7.3| 2,816,490 101 -16.2
fulac OF ¥ 892 503 28 270,000 1.0 2305
Palm O 743,910 23| 481,918 157 £1.0
Cthers 352 679 11| 349,501 1.3 0.3
Total 32,221,175 100.0[27,854,586 100.0 15.7

Mote: The "Others" category includes sales of Sharp Sidekick
devices based on the Danger platform,
Source: Sartner (August Z008)
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6) Smart phone is a growmg industry

Smart Phone Shlpments Are Growing
Total Smart Phone Shipments (000 units)
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7) Percentage of users for smart phones (the thregeatdors we talk about besides
Microsoft are the largest).
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8) Palm growth: does show growth, but relatively lompared to iPhone for example,
and no growth for non smart phones, demonstrateajkwess in company.

Smartphone Sell-Through*

Qred oand QreF  Qd QXY0F  QdNE Q1%E Q208 QI

@ *as reported by Paim's distributors.

Handheld Sell-Through*

W Sall-Through (K]

http://www.palminfocenter.com/images/palm-treo-sals.jpg




