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All regions have been growing at a similar pace since 2014

Revenues of the digital ecosystem
World, 2008-2017, billions of euros'

CAGR CAGR
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Source: Thomson Reuters, Arthur D. Little
Notes : 1) Constant exchange rate 2017, [USD = 0,887EUR, 2) Includes top 30 players from everywhere but Asia, North America, and Europe (i.e Oceania and South America)
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After a low point in 2014, the European digital ecosystem returned to
growth, mainly driven by telecom operators

Revenues of the European digital ecosystem!
Europe, 2008-2017, billions of euros?

R CAGR CAGR
@ ‘;95 2008-2017 2014-2017
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Content | 65
75
- . B B Y o o
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operators

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source : Thomson Reuters, Arthur D. Little
Note : |) Panel of 180 companies corresponding to the top 30 by sector in terms of turnover 2) Constant exchange rate 2017, |USD = 0,887EUR
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The ecosystem has caught up with its pre-crisis market capitalization level
long ago, with growth driven by the Internet and Software segment

Market capitalization by sector
World, 2007-2017, billions of euros'

CAGR CAGR
2007-2017 2014-2017
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Source: Thomson Reuters, Arthur D. Little
Note : 1) Constant exchange rate 2017, IUSD = 0,887EUR
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Telecom operators are essential to the French digital ecosystem

Relative size of players in the digital ecosystem 2016-2017
France, 2017 (v.201¢)

Revenues!'? Direct Employment Investments? Taxes*
€74 billion (€iBnv. 201¢) 163 000 (3 000v. 2016) €10 billion (+€/Bnv. 2016) €4 billion (+€0,68nv. 2016)
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. 5 telecom . 5 equipment 5 device 5 content 5 Internet OTT
operators vendors manufacturers providers players
alual, : > amazoncom
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\ ’ Z  Alcawel-Lucent @ NOKIA . SONY ﬂ 6‘ [ [ FYH
Pl ERICSSON Z  Alcael e W rance E® Microsoft

Source : Diane, annual reports, Arthur D. Little
Note : |) Revenues declared in France or from literature search, 2) Data adjusted to take into account the estimated actual turnover of international players in France, 3) Nokia's

mobile division investments are integrated into Microsoft following the acquisition of the mobile division in 2014, 4) Corporation tax, taxes and similar disbursements A'ﬂ‘lr D L'mle ;
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Telecom operators have faced a sharp increase in their tax rates, as
opposed to equipment vendors and internet players

Taxes' to Revenues?? ratio per type of players
France, 2013 v.2017,%
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. - - francetelévisions YaHoo!

bouygues

Source : Diane, annual reports, Arthur D. Little
Note : |) Corporation tax, taxes and similar disbursements, 2)Revenues declared in France or from literature search, 3) Data adjusted to take into account the estimated actual

turnover of international players in France Alﬂ‘lr D Lwe
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The share of telecom services in French households’ spending is low and
has decreased over the last years, contrary to other expense items

Share of telecom services expenses in French households’ total spending
France, 2008-2017, % of total spending
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Source : INSEE, Arthur D. Little
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Contrary to other key regulated sectors, telecom services have witnessed

a sharp fall in prices over 2010-2017

Consumer price index evolution on selected products
France, 2010-2017,Base 100 in 2010

135
130
125
120
15
10
105
100

95
90
85
80
75
70
65 A
60

e —

—* 62

2010 2011

Source: INSEE, Arthur D. Little
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Prices of telecom services in France remain the lowest among large

Western countries

Offer benchmark — Main operators
Selection of countries, November 2018, € incl. taxes/month

Fixe (Triple Play)' Mobile?

78€
60€ 61€

38€ 40€

23€  25€ 23€
I5€ oc 10€

h"-‘ﬁ— [ ]
BRI == &

Source: Operators, Arthur D. Little
Note: ) Triple play offers only; unlimited calls to landline at least; unlimited broadband internet through xDSL or fibre; television included, excluding additional packs; operators with

market share > 10%, 2) Unlimited calls (whenever possible or else >500 minutes), unlimited SMS/MMS, at least 5 GB Internet; packages without devices, packages without =
commitment; operators with market share > 10% A'H‘Ir D I-lt“e
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Operators increased their investments despite lower turnover, but could
not maintain employment levels

Employment, revenues and investments of French telecom operators
France, 2010-2017, base 100 in 2010

179 CAGR

180 - . 2010-2017

-
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160 - v 7 149 —#- Investment effort! 8,7 %
150 A / _
140 A _ ol ~ = = Operators’ investments 59 %
130 A : —_ o~ _ g (excluding frequency acquisition)?
120 - -~
o] sE— T ———_~
100 89 — Operators’ direct jobs3 -1,6%
90 - — 83 — Sector jobs* -2,6%
80 -
70 - 83 — Revenues® -2,6%
60

2010 2011 2012 2013 2014 2015 2016 2017

Source: ARCEP, DARES, Insee, Arthur D. Little
Note: ) Investment efforts: operators’ investments (excluding frequency acquisition)/revenues of operators 2) Provisional ARCEP figures for 2017
3) ARCEP figures 4) ARCEP figures including part of indirect jobs 5) Provisional ARCEP figures for 2017 corresponding to revenues collected from final client A'ﬂ‘lr D L'mle
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Telecom operators’ investments have peaked in 2016 and 2017 — €8l
billion were invested over the period

Investments of network operators'
France, 2007-2017, billions of euros

€81 billion 2017 investments are equivalent
(excluding frequency acquisition) to...

Investment phase
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Mobile investments Fixed investments
- - 1524 km of

highways

i.e Paris - Budapest

+ | 1% CAGR between 2014 and 2017

Source: ARCEP, Arthur D. Little
Note: ) Investments excluding frequency acquisition
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Investments keep growing in spite of a heavy specific taxation

Telecom operators’ taxation
France, 2013 and 2017, millions of euros and % of total taxes

Variation
3 146 13-17

.....

2 484 | 223

(39%) @

271 (6%)¥a
(11%) 133
(5%

1 923
(13%) (61%)

Specific | 223
tax (49%)

(7%)
411
(17%)

| 923

@ 2013 2017
Corporate | 261 (61%)

fax (51%) M Corporate tax! B Frequencies + FH 3 Other?
IFER copper - IFER antenna
TOCE (France TV) %% COSIP (CNC)

2013 2017

Source: Operators, FFT, Arthur D. Little
Note: |) Perimeter: corporate tax on top 5 companies (set reconfigured in 2012 with corporate tax corresponding to Numéricable + SFR) & FFT members specific taxes 2) VOD &

private copy Arl'hlr D |.i'l.'l']e
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Increased investments and taxes lead to lower cash flow despite

productivity efforts

Economic performance of major French telecom operators!'

France, 2013-2017, billions of euros

Revenues EBITDA Capex

+€2,3 billion
of investments

+€1, I billion
Of EBITDA

€1,2 billion
of operational FCF

Operational
FCF?

2013 2017 2013 2017 2013 2017 2013
30% 34% 18% 25% 12%

Source: Companies, literature search, ARCEP, Arthur D. Little
Note : |) Top 5 French telecom operators including Orange, SFR, Bouygues Telecom, Free and El Telecom 2) Estimated operational FCF x%
(EBITDA — CAPEX) 3) ARCEP figures representing sector investments, excluding frequency acquisition 4) Taxes = Corporate + Specific Taxes

2017
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Taxes*

2,5
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2013 2017
6% 8%

- Corporate tax
3 Specific tax
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Arthur D. Little has been at the forefront of innovation since 1886. We
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are an acknowledged thought leader in linking strategy, innovation and KC FRANCAISE

transformation in technology-intensive and converging industries.
We navigate our clients through changing business ecosystems to
uncover new growth opportunities. Ve enable our clients to build
innovation capabilities and transform their organizations.

DES TELECOMS

Our consultants have strong practical industry experience combined
with excellent knowledge of key trends and dynamics. Arthur D. Little
is present in the most important business centres around the world.
We are proud to serve most of the Fortune 1000 companies, in
addition to other leading firms and public sector organizations.

Contact:

Ignacio GARCIA ALVES

For further information please visit www.adlittle.com. Global Chief Executive Officer
garciaalves.ignacio@adlittle.com
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