August 19, 2016

Wes Rogers

Public Relations

T +44 203 287 3262
T +1 912 506 0869
wes@greenfields
communications.com

GfK SE
Nordwestring 101
90419 Nuremberg
Germany

T+499113950

Management

Matthias Hartmann (CEO)
Christian Diedrich (CFO)
Dr. Gerhard Hausruckinger
David Krajicek

Alessandra Cama

Supervisory Board Chairman
Dr. Arno Mahlert

Commercial register
Nuremberg HRB 25014

Press release

Embargo date: August 19, 2016

Emerging markets power smartphone sales

= New connected consumers in emerging markets, especially rural
China, continued to drive smartphone growth in 2Q16

» Resilient mid- to high-end sales drive GfK to upgrade its 2016
smartphone market value forecast to USD 426 billion

= No immediate impact in the UK from Brexit

Nuremberg, August 19, 2016 — Analysis of the latest smartphone sales
trends has prompted GfK to upgrade its forecast for the year. Full
year global smartphone sales value in 2016 has been increased from
USD 400.7 billion to USD 426 billion, up five percent year-on-year. The
cause is strong sales of mid-range to high-end units which has
reversed the previous trend of low-end (<USD 100) share gains.

Smartphone sales 2Q 2015 vs. 2Q 2016

Units sold (in mil.)

Sales value (in billion USD)

0, 0,
2015 2Q16 C\r(]/;(n g’e 2015 2Q16 Cﬁ’;ﬂ g’e

Western Europe 30.2 29.8 -1% 11.7 12.2 4%
CE:SP;E"; & Eastern 15 16.8 12% 32 37 16%
North America 445 41.9 -6% 17.8 16 -10%
Latin America 25.4 23.4 -8% 6.3 6.9 10%
jadie Fast & 391 409 5% 104 107 3%
China 88.8 109.7 24% 26.9 32.4 20%
Developed APAC 16.7 16.6 -1% 9.5 9.6 1%
Emerging APAC 49.1 51 4% 8.1 8.2 1%
Global 308.8 330.1 6.9% 93.9 99.7 6.2%

Source: GfK Point of Sales (POS) Measurement data in 90+ markets, August 2016

Kevin Walsh, director of trends and forecasting at GfK comments, “Volume
growth is coming from many emerging markets, especially a resurgent
China, but also Emerging Asia and Africa. We need to look beyond sales in
the major cities and the shipments of global manufacturers to reveal this
strong growth — since it is consumers in rural areas driving this demand.
With China being a key part of the trend, it is not surprising that it is local
vendors who are benefitting the most.”

North America: Consumers delaying upgrades to 4Q




Here smartphone demand totalled 42 million units in 2Q16, down five
percent quarter-on-quarter and six percent year-on-year. Previous drivers
of demand, such as the migration from feature to smartphone and 3G to
4G, are having less of an impact now that the high growth phase is over. In
addition, churn rates have fallen in response to carrier’s retention
strategies, including family plans.

The market will need to wait until 4Q for the next incremental driver of
growth. It is in the last quarter of the year that major product launches are
expected to have a higher impact, compared to 2015. Consumers that
have been waiting for big launches will be ready to invest in upgrades.

Western Europe: Brexit fails to bite

Smartphone demand totalled 30 million in 2Q16, a fall of one percent
guarter-on-quarter and also of one percent year-on year. The decline was
felt most sharply in Spain, where demand declined 11 percent year-on
year. This fall was a response to the country’s three leading operators
raising their annual tariffs by an average of EUR 30. In the UK, demand
declined two percent year-on-year in 2Q, showing no immediate impact
from the vote in June to leave the European Union. Declines in these two
countries were partially offset by three percent growth in France and one
percent growth in Germany.

The share of demand for devices sized 5” and above increased significantly
from 38 percent in 2Q15 to 60 percent in 2Q16. Correspondingly, the share
of demand for high-end smartphones (USD 500+) increased from 31
percent in 2Q15 to 35 percent in 2Q16, with unit growth of 12 percent year-
on-year. GfK forecasts that smartphone demand in the region will decline to
134 million units in 2016, a drop of one percent year-on-yeatr.

Central and Eastern Europe: Growth finally returns to Russia and
Ukraine

Smartphone demand hit 17 million units in 2Q16, down one percent
guarter-on-quarter and up 12 percent year-on-year. Russia was a key
driver of growth, up 12 percent year-on-year, following five quarters of
decline. A release of pent-up demand in Ukraine lead to strong growth of
35 percent year-on-year following six consecutive quarters of decline. GfK
forecasts that smartphone demand in the region will increase to 77 million
units in 2016, up eight percent year-on-year.

Latin America: Brazil woes continue as Argentina remains buoyant

Here smartphone demand reached 23 million units in 2Q16, up five percent
guarter-on-quarter, but down eight percent year-on-year. This regional
decline was due to a fall in demand of 20 percent year-on-year in Brazil.
Growth in Argentina remained high at 58 percent year-on-year, still buoyed
by the removal of import restrictions in December last year. GfK forecasts



that demand in the region will decline to 94 million units in 2016, a drop of
11 percent year-on-year.

Middle East and Africa: Saudi Arabia depresses regional growth

Here smartphone demand reached 41 million units in 2Q16, down two
percent quarter-on-quarter, whilst year-on-year growth slowed to five
percent. In Saudi Arabia, on-going macroeconomic weakness caused
demand to decline by 24 percent year-on-year in 2Q. This decline offset
growth of 19 percent in Egypt and 15 percent year-on-year in South Africa.
GfK forecasts that smartphone demand in the region will grow to 176
million units in 2016, up nine percent year-on-year.

China: Rural sales drive highest growth for over two years

Smartphone demand totalled 109.7 million in 2Q16, giving a flat quarter-on-
quarter, while growing 24 percent year-on-year. This year-on-year growth
improved from 19 percent in 1Q16 and is the highest seen for over two
years. The strong growth was driven primarily by continued operator
subsidies (which began in early 2016), which helped drive strong 4G
smartphone adoption in the smaller cities. Local brands have benefitted
from growth outside the major cities, seeing their share of the country’s
smartphone market increase from 74 percent in 2Q15 to 81 percent in
2Q16.

The shift to larger screen sizes continued, with 5"+ share increasing to 83
percent in the quarter, an impressive growth from 63 percent in 2Q15. GfK
forecasts that smartphone demand growth in China will moderate in the
second half of the year, bringing 2016 to 439 million units, up 14 percent
year-on-year.

Developed APAC*: Australian demand declines year-on-year

17 million units were sold in 2Q16, down 12 percent quarter-on-quarter and
one percent year-on-year. Demand declined nine percent year-on-year in
Australia but grew two percent in Japan in the same period. GfK forecasts
that demand in the region will total 72 million units in 2016, a decline of one
percent year-on-year.

Emerging APAC*: Philippines and Vietnam post strong unit sales

Strong growth in both the Philippines (37 percent year-on-year) and
Vietnam (11 percent year-on-year) helped the region grow overall demand
by three percent quarter-on-quarter and four percent year-on-year to 51
million units. Indonesia saw a mild decline of 0.3 percent. GfK forecasts
that demand in the region will reach 213 million units in 2016, a growth of
five percent year-on-year.

Smartphones: 2015 sales vs. 2016 forecast




Sales value (in billion
Units sold (in mil.) USD)
2015 2016 Yy 2015 2016 Yy
percent percent
sales forecast sales forecast
change change
Western Europe 135.4 133.6 -1% 52.9 54.2 2%
Central & Eastern o o
Europe 715 77.1 8% 145 15.9 10%
North America 190.1 188.8 -1% 77.7 76.6 -1%
Latin America 106.5 94.3 -11% 26.3 27 3%
Middle East & Africa 162.1 176.4 9% 42.4 444 5%
China 385.3 438.6 14% 116.2 132.1 14%
Developed APAC 73.4 72.4 -1% 43 42.5 -1%
Emerging APAC 201.8 2125 5% 33 33.2 1%
Global 1,326.1  1,393.7 5.1% 406.0 425.9 4.9%

Source: GfK Point of Sales (POS) Measurement data in 90+ markets for calendar year 2015 and GfK forecasts for calendar

year 2016, as at August 2016.

Arndt Polifke, global director of telecom products at GfK concludes, “The
smartphone market expanded yet again in 2Q16. This is despite many
headwinds, demonstrating the underlying strength of the sector. Later this
year, new product launches will further bolster demand. Further ahead,
innovations such as extended battery life and foldable displays will
support growth, as we progress towards 5G upgrades near the end of the
decade.”

-Ends-
Note to editors

GfK forecasts end-demand consumer purchases rather than manufacturer
shipments. Market sizes are built up by point-of-sale (POS) tracking in 90+
markets with updates on a weekly and monthly basis. For the US, GfK
employs proprietary market modeling and consumer research rather than
POS to produce its market forecasts. Values are based on unsubsidized
retail pricing. Data is available quarterly and the next data set is due in
November 2016.

GfK continually works to ensure its panel data is as accurate a reflection of
the end market as possible. When a change is made to the number of
participants in our panel, GfK will amend historical data to better reflect
the impacted end market. For example, when a new retailer joins, the
addition of their historic sales may lead to slight adjustments to actual
data.

*Countries included in Developed/Emerging APAC in this release:

Developed APAC: Emerging APAC:
Australia India




Hong Kong Indonesia

Japan Kampuchea (Cambodia)
New Zealand Malaysia
Singapore Philippines
South Korea Thailand
Taiwan Vietham
About GfK

GfK is the trusted source of relevant market and consumer information
that enables its clients to make smarter decisions. More than 13,000
market research experts combine their passion with GfK’s long-standing
data science experience. This allows GfK to deliver vital global insights
matched with local market intelligence from more than 100 countries. By
using innovative technologies and data sciences, GfK turns big data into
smart data, enabling its clients to improve their competitive edge and
enrich consumers’ experiences and choices.

For more information, please visit www.gfk.com or follow GfK on Twitter:
https://twitter.com/GfK
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