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mobile pioneering
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How Profitable Can Mobile Money Be? (sfeap -

« M-PESA Kenya reached positive cash flow in the 3" year of operations with 9% of total
annual revenue

« MTN Uganda was cash-flow positive on a month-to-month basis 14 months after launch

Mobile money revenue compared with expectations
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Source: CGAP MM Expectations Survey, 2011
TMMU research, ¥ CGAP research
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Pre-Requisite: The Right Conditions

(sicap

Conducive
regulatory
environment

ora
regulator
that is willing
to ‘innovate’

© 2011. Sicap AG.

» Key product application with
a strong latent need
amongst consumers

* Lack of suitable competitive
alternatives

Market Need

Distribution

Regulation Networks

Market Share

* High mobile penetration
» Operator with significant
existing voice market share
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Ability to set
up a wide
network of
agents that
reach into

communities



Large Voice Market Share gleap-

» Most successful, pioneering mobile money services had a large voice market

share prior to launch

Market Share
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All operators had >40% market share when launching their mobile money project
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Strategies for Entrance

If you are...
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In a ... market
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Maximize Direct Benefits (slcap -

4 40/ Revenue from transfers to unregistered
0] recipients for MTN Uganda

$ Maximum savings for a customer by
splitting transactions

Number of potential applications that can
provide value to end users

r #
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mobile pioneering
Source: Leishman, Paul. GSMA, October 2010. sicap — simply your solution +

© sicap AG - www.sicap.com 21/11/2011




Realize Potential Churn Reduction @dlcap -

Agent Network

=)

Resources < & > Marketing

Active Customers

¢
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Unlock Savings in Cost of Airtime Sales

(sfeap -
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Potential savings in the cost of airtime
distribution if airtime is sold directly
through mobile money instead

20%

O
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sica
Are Customers Actively Using Mobile Money? i o

S| 6 e Definition of ‘active’
/l varies considerably
'/ * Most common definition
%l is 1 tx / 90 days and only
/ 5 respondents define
0/ this as 1 tx / 30 days
-/
$/
+1 .
v
/ Conclusion: Current general
/ usage is not high enough to

contribute to profitability

Source: CGAP MM Expectations Survey, 2010
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Focus on Active Users (slcap -

High inactive customer rates mean each active
customer must generate large amounts of
revenue for mobile money to see profits

Operating Costs per Active Customer
® Marketing =5G&A = Customer Service

e Operating costs decrease
significantly when 50% or
more of subscribed users are " Technalagy
actively transacting #1680

514.00

e Agent commissions need to $12.00
be carefully aligned with the $10.00
goal to encourage users to $5.00
use the system and not just

$6.00
to initially subscribe to the 5400
service '
$2.00
$0.00 |

20% Active 10% Active

Source: CGAP Five Business Case Insights on Mobile Money, 2011
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Strategies for Stimulating Volume

sicap -

7)
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Mobile Money and Loyalty

(sfeap -

-

-/

-1/

I

Transaction XA123 complete. Your
new balance is $5. You have 705
points.
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Invest in Strategic Drivers (slcap -

Ca Jesst s

Platforms Agent Network Customer Care
Applications Expertise Commissions
Regulatory Internal Costs
Marketing Agent Management
Legal &
Administration
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Opportunities to Lower Cost (sicap

30% 48%  22%

#
1) # !
- Y

* Model offered by mobile » Focus on registering » Use promotional plans
wallet vendor should fit active users with a need that don’t negate airtime
with growth plans for the service savings

* Vendor's incentives  Design pricing and » Use agent aggregators
should be aligned with commission models to reduce management
growth of the service carefully costs

* Decide early how
aggressive your
marketing plans will be
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Agent Commissions (sicap -

* Restructuring agent commissions is
cited as one of the most likely ways to
improve the mobile money business
case

* At the time of launch, M-PESA Kenya
was paying approximately 10% of
costs towards agent commissions. By
Year 3 of operations, this had
increased to 60%

4
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Summary: Key Insights for Achieving High ROI @reap -

mobile pioneering
sicap — simply your solution +




What We Represent

experts million
locations worldwide subscribers
/ = XOPT
gicap-
|:| CUSTOMERS
m OFFICE LOCATIONS

Over customers
N countries



What We Do

An All-in-One Portfolio with Complementary Solution S

Communication Micropayment
Processing

; unj
DMC Device Management Centre o((\m ’Ca,,-o

C la (] .
SIM SIM OTA % OM Cash Topup & Change2Mobile

. CRE Cash Remittance
FDM Full Device Management

If-Service Kiosk
UMB USSD Menu Browser Self-Service Kios

PaM Pay4Me
Chargin .
ging Cha rng
LM Loyalty Management &
(RP Customer Retention Platform
LC Loyalty Consulting

RAP Revenue Assurance Programme

RTCS Real-Time Charging System

www.sicap.com
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For more info please contact
aleeda.fazal@sicap.com




