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Gartner Says Worldwide Mobile Phone Sales Grew 21
Percent in 2006

- One billion mobile phones sold but not to end users
- Vendors outside the top six continued to lose market share
- BenQ dropped out of the top six vendors into ninth place

EGHAM, UK, March 2, 2007 — Sales of mobile phones to end users fell
short of one billion units as inventory levels built in the channels in the last
quarter of 2006. Gartner said this high volume was partly in preparation for
the Chinese New Year, but also the result of some manufacturers
introducing products late in the quarter. Worldwide mobile phone sales
surpassed 990.8 million units in 2006, a 21.3 percent increase from 2005
when sales reached 816.6 million units, according to Gartner, Inc. In
addition, vendors outside the top six continued to lose market share and
accounted for 14 percent of the worldwide mobile phone sales in 2006,
down 5 percent from 2005.

In the fourth quarter of 2006, mobile phone sales growth slowed slightly
compared to previous year-end rates. Sales accounted for 284.2 million
units and grew 21 percent from the fourth quarter of 2005. The fourth
quarter was characterized by a continuation of the trends seen earlier in
the year as users in mature markets like Western Europe and North
America were won over by slimmer phones and handsets with many
features. In emerging markets, more first-time users joined mobile
networks.

Nokia's worldwide sales in the fourth quarter of 2006 reached 103 million
units, giving the Finnish manufacturer a 36.2 percent market share (see
Table 1). This is a rise of 1.2 percentage point over the same period in
2005. In 2006, Nokia sold close to 345 million mobile phones and achieved
a market share of 34.8 percent, a 2.3 percentage point increase over 2005
(see Table 2).

“Despite attracting criticism for lack of ‘slim’ products and a weak mid-
range offering, Nokia was not only able to hold its No.1 position, but grow
market share. Strong low-cost product offerings in the emerging markets,
as well as feature rich products in the mature market, proved to be the
right combination for Nokia in 2006,” Carolina Milanesi, principal analyst for
mobile terminals research at Gartner, based in Egham, UK..

Table 1

Worldwide Mobile Terminal Sales to End-Users in 4Q06 (Thousands

of Units)
Company 4Q06 Sales| 4Q06j4Q05 Sales| 4Q05

Market Share (%), IMarket Share (%)

Nokia 102,791.8 36.2] 82,218.3 35.0
|[Motorola 61,034.4 21.5] 41,884.0 17.8]
Samsung 32,011.3 11.8 28,385.4 12.1
Sony Ericsson|] 25,666.9 9.0] 16,118.7 6.9
LG 17,833.2 6.3 16,875.0 7.2
Sagem 4,367.6 1.5 4,230.0 1.8
Others 40,519.1 14.2) 45,418.3 19.2
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froTaL | 284,224.3 100.0] 235,129.7] 100.0|

Note* This table includes integrated digital enhanced network (iDEN)
terminals. It excludes original design manufacturers to original equipment
manufacturer shipments and Code Division Multiple Access Wireless Local
Loop (CDMA WLL)

Source: Gartner Dataquest (March 2007)

Motorola grew its market share in the fourth quarter of 2006, selling just
over 61 million mobile phones to end users across the world and achieving
a market share of 21.5 percent. The year started well for Motorola as it
benefited from the success of Razr in most markets in 2005. Unfortunately,
the momentum slowed in the second half of the year. Although the Razr is
still doing well in many emerging markets and on prepaid tariffs, this has
not been enough to sustain the early success. In 2006, sales to end users
reached 209 million units, achieving a 21.1 percent market share. In the
fourth quarter of 2006, the somewhat cold reception that greeted products
such as the Krzr K1 and Motofone, coupled with the late shipping of some
products, meant a considerable inventory build-up among distributors. As
Motorola brings new products onto the market, it will be interesting to see
how the company adds more features to its phones while continuing to be
seen as on the cutting edge of design.

Although traditionally not a strong quarter for Samsung, the fourth quarter
saw sales of 32 million mobile phones and an 11.3 percent market share.
Overall sales in 2006 were slightly more than 116 million units, a 12
percent increase from 2005. Samsung's Ultra family of products proved
very successful, and Gartner expects the Ultra II series announced at the
3GSM World Congress to do well. While Samsung's focus remained on the
high end of the market, it added more mid-tier and low-end products in the
second half of the year to tackle emerging markets. In 2007, Gartner
expects operators’ rollouts of technologies such as HSDPA and WiMax will
help Samsung play a key role around the world. It remains to be seen,
however, whether Samsung can rationalize its portfolio and cost structure,
increasing not only its market share but also its profit margins.

Sony Ericsson finished the year with a strong quarter, selling 25.7 million
mobile phones across the world and reaching a market share of 9 percent,
a 2.1 point increase over the same period in 2005. Overall sales for the
year reached 73.6 million units and market share grew by 1.1 percentage
point to 7.4 percent. Sony Ericsson was able to count on a rich portfolio of
devices with music and imaging features, especially in the second half of
the year. More recently, it has embraced ‘thin’ phones, and Gartner expects
the slim W880 will help the company start 2007 on a positive note.

LG saw the gap between itself and Sony Ericsson widen further in the last
quarter of 2006 as it sold 17.8 million mobile phones and reached a market
share of 6.3 percent. Although the Chocolate phone continued to sell
relatively well, LG relied on it to drive sales. Its price has dropped quite
considerably in many markets, which put more strain on already stretched
margins. “The GSM Association has selected LG as the supplier for its “3G
for all” initiative and though this might help LG's market share, we remain
concerned about its affect on profit margins. LG might end up relying on its
Prada phone to mitigate such an impact,” Ms Milanesi added.

In the fourth quarter of 2006, BenQ Mobile dropped out of the top six
players into ninth place. Parent company BenQ has stated that the
company will focus away from Europe and limit itself to markets in Asia.
“Given the very negative publicity and the highly competitive nature of
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mobile phone markets, this sounds sensible, but Gartner remains highly
skeptical of what the future holds for BenQ Mobile,” Ms Milanesi added.

Table 2

Worldwide Mobile Terminal Sales to End-Users in 2006 (Thousands
of Units)

|Company 2006 Sales]2006 Market Share (%)|2005 Sales|2005 Market Share (%)
|Nokia 344,915.9 34.8] 265,614.8 325
IMotorola 209,250.9 21.1] 144,920.4 17.7
Samsung 116,480.1 11.8] 103,753.6 12.7
Sony Ericsson| 73,641.6 7.4 51,773.8 6.3
LG 61,986.0 6.3] 54,924.6 6.7
|BenQ Mobile 23,558.2 2.4 39,692.3 4.9
Others 161,029.8 16.2] 155,883.4 19.2
TOTAL 990,862.5| 100.0] 816,562.9 100.0

Note* This table includes integrated digital enhanced network (iDEN)
terminals. It excludes original design manufacturers to original equipment
manufacturer shipments and Code Division Multiple Access Wireless Local
Loop (CDMA WLL)

Source: Gartner Dataquest (March 2007)

Regional Analysis

Sales in Asia/Pacific showed signs of slowing down in the fourth quarter, in
line with a seasonal trend that does not favor the last quarter of the year in
this region. Sales reached 87.7 million units, a 56 percent rise from fourth
quarter of 2005. 2006 sales totaled 301 million units, up 47 percent from
2005 sales. Slim phones sold well throughout the region, while entry-level
phones and ultra low-cost phones proved popular in India, China and the
Philippines. "Among mature markets, Singapore showed strong demand for
replacement phones, as well as sales to new subscribers, thanks to
promotions by operators. In Korea, signs of recovery can be attributed to
sales of handsets featuring TV tuners and the government starting to ease
regulations on subsidies in August 2006,” Ms Liang said.

In the Eastern Europe, Middle East and Africa region, mobile phone sales
continued to grow in the fourth quarter of 2006. End users bought 52.4
million new mobile phones during the quarter. This was 13 percent higher
than in the fourth quarter of 2005. In recent months, Samsung and LG
increased their focus on emerging markets and tried to challenge the
duopoly that Motorola and Nokia have established in the ultra-low-cost
segment in particular. This has favored operators and consumers alike as
more people were offered a wider choice of handsets at competitive prices.
In 2006, just over 185 million mobile devices were sold in the region, an
increase of 21 percent from 2005.

In Japan, mobile terminal sales to end users in the fourth quarter of 2006
accounted for 13 million units, an increase of 10.9 percent from the fourth
quarter of 2005. Mobile number portability was launched in Japan on 24
October 2006, and more than 800,000 users changed operators during the
fourth quarter. “*Mobile operators introduced 35 new models to cope with
the tougher competition, and this made it easier for users who stayed with
the same operator to buy a replacement phone,” said Nahoko Mitsuyama,
principal analyst for mobile communications research at Gartner, based in
Tokyo. Overall sales in 2006 reached 47.3 million units, which represented
a modest 5 percent growth over 2005. This is not surprising for a market
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as mature as Japan, and is an indication of what Western Europe and North
America can expect shortly.

Mobile phone sales to end users in Latin America totaled nearly 34.5 million
units. Year-over-year sales were up 13.5 percent. Full-year sales growth
was up 16 percent, driving the market to 118 million units. Net additions in
the entire region's larger markets have slowed substantially. Even
Colombia, which yielded impressive growth during the first half of the year,
slowed. “Penetration rates in previously high-growth countries have
reached unexpected heights and promotions have become less aggressive
as operators focus more on client retention and trying to increase users'
spending,” said Tuong Nguyen, analyst for mobile terminals research at
Gartner, based in Arlington, Virginia.

Sales in North America remained very strong, with a record 44.8 million
units sold to end users in the fourth quarter of 2006. Sales continue to be
driven by the replacement cycle as consumers upgrade their devices to
more fashionable slim ones or to phones with more features. “2006 was a
very good year for sales of mobile phones in North America as consumers
upgraded their phones at record level,” said Hugues De La Vergne, principal
analyst for mobile terminals research at Gartner, based in Dallas, Texas.
This resulted in annual sales of 164.2 million mobile phones in 2006.

In line with seasonal trends, Western Europe saw a very strong end to the
year, with sales in the fourth quarter of 2006 reaching 51.8 million phones.
Consumers continued to keep up with fashion and features, and upgraded
their mobile phones to newer ones. Christmas sales were not about a single
product, as it was in 2005, when a pink Motorola Razr V3 was the phone to
have for the holidays. Christmas in 2006 was more about choice, with
popular products from Nokia, Samsung and Sony Ericsson alike. Sales in
Western Europe reached 175 million mobile phones in 2006, a 7 percent
increase from 2005.

“We look forward to another exciting year in the mobile phone industry with
more technologies becoming available and new players from other
industries entering and adding some spice to an already very highly
competitive market. We expect growth to slow down and overall mobile
phone sales to be up to 1.2 billion worldwide,” Ms Milanesi concluded.

More information is available in the Gartner report "Market Share: Mobile
Devices, 4Q06 and 2006”. The report is available on Gartner’s Website at
www.gartner.com.

In addition, trends in mobile and wireless markets will be further discussed
at Gartner Wireless and Mobile Summit 2007, 17-18 April in London. For
further information please visit www.europe.gartner.com/wireless.
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About Gartner:

Gartner, Inc. (NYSE: IT) delivers the technology-related insight necessary
for its clients to make the right decisions, every day. Gartner serves 10,000
organizations, including chief information officers and other senior IT
executives in corporations and government agencies, as well as technology
companies and the investment community. The Company consists of
Gartner Research, Gartner Executive Programs, Gartner Consulting and
Gartner Events. Founded in 1979, Gartner is headquartered in Stamford,
Connecticut, U.S.A., and has 3,700 associates, including 1,200 research
analysts and consultants in 75 countries worldwide. For more information,
visit www.gartner.com.
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