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What’s new in 2018? o
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Market overview

Yih-Choung Teh

Group Director, Strategy and Research
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UK communications revenue declined to £54.7bn in
2017, the lowest level in the last five years

£ billion
Annual 5 year
£58.0 £56.0 cs5.6 J_ change CAGR
’ £54.8 : ' £54.7 Total 21% -1.2%
£13.4
£l £13.7 £14.1 £14.2 £13.6
£38.8 e c35 4 £35 8 TV 3.7%  0.3%
Telecoms
2012 2013 2014 2015 2016 2017
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Monthly household spend on communications also
fell to £124.62
5.4% 304 c 4%

5.2%

5.1% 5.1% —
.\. ° = ° e — Share of average

household spend (%)

£123.52 £121.17 £122.56 £124.95 £124.62
Post
M Radio
£35.98 £35.95 £36.79 £38.81 £40.87 £4113  mTelevision

Fixed voice and data

B Mobile voice and data

2012 2013 2014 2015 2016 2017
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Seven in ten people now use internet on their mobile

MilellREIEEemy) | 93% L_.E._.—*_._ﬁ_-. == .-_-.ﬁ 96%

87%

Landline

. 78%
Internet connection 72%
Total broadband 64%

Fixed broadband 52%

Smartphone

-

Mobile broadband 17% 20%
dongle /datacard _I

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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Take-up of smart TVs and connected TVs grew, while
use of DVRs declined in 2018

Digital TV

DVD player

81%
78%

MP3 player

v

Smartphone

E-reader

Smart TV f
Tablet

Smart watch or
wearable tech**

Internet-
connected dongle
or set-top box* 179

Connected TV *

Smart speaker 2%,

VR headset

Connected TV is a TV that is connected to the internet via any device other than a smart TV.
*Internet-connected dongle or set-top box includes NOW TV set-top box, Roku, Google Chrome, Amazon Fire TV stick, Amazon Fire TV, Apple TV
**Smart watch question wording amended in H1 2018 to add ‘or wearable tech such as fitness trackers’ so data is not directly comparable with previous years.

® 5%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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The telecoms industries

Nick Collins
Head of Telecom Market Developments
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Telecoms revenues fell in real terms in 2017
for everyone
o /
£ billion
2017 5 year
£38.8 change CAGR
£36.9 £35.4 £35.8 £36.1 £35.6
Total -1.1% -1.7%
£17.0 s
Retail mobile
£13.4 Retail fixed 0.1% 1.9%
£13.2 £13.4 £14.0 £14.7 £14.7
Wholesale
- -’ __ -+ - - — " "
2012 2013 2014 2015 2016 2017

Source: Ofcom / operators
Notes: Excludes corporate data services; adjusted for CPI (2017 prices)
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NGA broadband connections accounted for more
for everyone |
than half of broadband connections \. Y
Millions 26.0
25.4 .
23.7 24.7 2017 5year
21.8 22.8 change CAGR
Total 2.2% 3.6%

FTTC/P 29.2%

7.0 LLU-ADSL -12.1% -4.1%

Non-LLU o 0
ADSL -14.9%(-10.2%

8.6 8.9
‘ 8.8
8.5

53

; S
©

2012 2013 2014 2015 2016 2017

Source: Ofcom / operators
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Fifty-four per cent of residential broadband lines OFcom

received average speeds of 30Mbit/s or higher in 2017...

>100Mbit/s

>30Mbit/s to <100Mbit/s

>10Mbit/s to <30Mbit/s

<10Mbit/s

2013 2014 2015 2016 2017

Source: Ofcom, using data provided by SamKnows
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Residential usage continued to increase alongside

for everyone

daverage connection speeds S ~

46.2

I Average
monthly data
use (GB)

= Average
download
speed (Mbit/s)

2012 2013 2014 2015 2016 2017

Source: Ofcom Connected Nations Reports 2011 - 2016 / UK Home Broadband Performance reports
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The number of landlines fell by 0.5 million in 2017 e
for everyone
. ' A
Millions
333 334 33.5 33.7 33.6 33.1
2017 5year
3.8 change CAGR
Total -1.3% -0.1%
Business -9.1% -6.1%

‘I%%HHHHHHIIIIIIIHH%!I'I!HHHI

2012 2013 2014 2015 2016 2017

Source: Ofcom / operators




Outgoing fixed call volumes fell by 17% during the year OFcom

for everyone

\o J

Minutes (billions)

2017 5year

103.1 change CAGR
93.2

Total -17.4% -12.3%

73.9 . .
64.8 Other calls -20.4% | -11.5%

53.6

Calls to mobiles

International calls -23.8% -15.6%

UK geographic calls | -17.3% | -12.9%

2012 2013 2014 2015 2016 2017

Source: Ofcom / operators
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Seventy per cent of mobile subscriptions were
post-pay at the end of 2017 \
Millions
881 284 89.9 92.0 91.5 92.0
2017 5year
change CAGR
Total 0.5% 0.9%
48.5 52.5 55.6 58.5 62.1 ca s
Pay-monthly 39% 5.9%

IHIHI%HIIIIIIIIIEIH%IHIHIH%I

2016 2017

“%%%‘\ ||HHH||

2012 2013

2014 2015

Source: Ofcom / operators




Increasing mobile subscriptions driven by M2M and
for everyone ‘
handsets ; )
Millions
88.1

) I 2017 5 year

| change CAGR

Total 0.5% 0.9%

Dedicated ) .

mobile data 0.8% -0.2%

Mobile handset

2012 2013 2014 2015 2016 2017

Source: Ofcom / operators
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Less than half of mobile contract sales in 2017 had a
‘ for everyone ‘
minimum term of 24 months \ Y,

® 1 month

(o)
.
® 24 months

12 months
m 18 months

EYv— 29% 38%

23% 25% Other
17% A
2012 2013 2014 2015 2016 2017

Source: GfK Retail and Technology
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Almost two-thirds of mobile subscriptions were 4G-
enabled in 2017

63%

OfFcom

making communications work
for everyone

o J

4G subscriptions

—Proportion of all
active mobile
subscriptions (%)

2013 2014 2015 2016 2017

Source: Ofcom / operators
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Outgoing calls from mobiles fell for the first time in 2017
for everyone
o 4/
Billions of minutes 2017 5 year
143 151 149 change CAGR
8
132 137 8 s Total -1.7% 2.7%
6
Other calls 1.7% 0.2%
61
56
International -20.5%| -5.5%
Off-net mobile
42 40 39 40 43 44
On-net mobile 20% 0.7%

2012 2013 2014 2015 2016 2017

Source: Ofcom / operators
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Average mobile data use per connection grew by over
for everyone ‘
40% in 2017 \ -

GB/month

2012 2013 2014 2015 2016

Source: Ofcom Connected Nations Reports
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The audio-visual industries

Eleni Marouli
Head of Market Developments — TV, Radio, Post, Online
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UK TV revenues declined by 4% in 2017 OFcom

for everyone

\o J

Growth
£13.5bn £13.5bn £13.7bn £14.1bn £14.2bn NEXCII 1year 5 year
CAGR

37% 02%  Toul
6oy E6.4bn  £6.6bn g Ay o

£59bn £6.2bn - o— — —e
o— e -2.7% 1.4% =@=Subscription
revenue
£4.2bn £4.2bn
£3.8bn £3.9bn £4.0bn £3.9bn -
o — o ——— -7.5% 0.3% =@=Net advertising
o o revenue
-4.4%  -2.8% BBC income
allocated to TV
£0.9bn £0.7bn £0.7bn £0.8bn £0.8bn fﬂ-zb“ ) )
—0- -0 -0 —— 5.8%  0.2% =@=Other revenue
2012 2013 2014 2015 2016 2017

Source: Ofcom/broadcasters. Figures are adjusted for CPI (2017 prices).
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TV advertising revenue was down mainly due to falls in e R
for everyone |
commercial PSB channels \. Y,
Growth
£4.2bn £4.2bn
£3.8bn £3.9bn £4.0bn £3.9bn lyear 5year
CAGR
£1.1bn AL 0% Total
-7% 3% B Commerical
£0.6bn £0.7bn £0.7bn £0.8bn £0.8bn multichannels
£0.8bn
-3% 59%, Commerecial
PSB portfolio
channels
. o B Commercial
-9% -3% PSB channels

2012 2013 2014 2015 2016 2017

Source: Ofcom/broadcasters. Figures are adjusted for CPI (2017 prices).
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Online audio-visual revenues have doubled in the last 3
‘ for everyone ‘
years \ y

Growth
£2,260m lyear 5year
CAGR
£1,807m 25% 38% Total
£1018m
video

£979m 35% 74% mOTT
Subscription
£663m
£449m £293m 4% 9% Digital Rental
£195m
£161m
£151m £181m £198m ~orem sl m Digital Retail
5 Q 10% 20% igital Retai
_ EExwiomm  EEANNG 351
2012 2013 2014 2015 2016 2017

Source: Ampere Analysis. Figures are adjusted for CPI (2017 prices).
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Broadcasters spent £7.5bn on networking programming
for everyone |
in 2017, but 43% was on sports channels \ ~
£7,503m 1 year
change
1% Total
-4% Channel 5
£1,192m £1,176m -29%  ®Commercial PSB portfolio channels
£1,145m £309m £769m -19% ™ BBC portfolio channels

£847m -7% MBBCTwo

-4% Channel 4

-1% MW Other multichannels

£2,404m Sl -59%  WITVITV/Breakfast

-12% BBC One

2015 2016 2017 10% W Sports channels

Source: Ofcom/broadcasters. Figures are adjusted for CPI (2017 prices).




Broadcast accounted for 71% of all viewing, but less

than half for 16-34s

All individuals, all devices

Games
pvp €onsole XXX video
i {notona TV}

Other video
fnotona TV

YouTube
(not on a TV ' 1" 114
20
Other video e ;
fona 1) A Total: "'EU
5 hrs 1 min
SVo0 18 71% broadcast
O/'g content
BvoD [® ] 30
Recorded =
pla\,rback| @

Source: Ofcom/BARB/BARB TV Player (census data)/Touchpoints/ComScore — see detailed methodology section of how the sources are used to construct a total estimated

view of video watched

OfFcom

making communications work
for everyone

\o J

16-34 year olds, all devices

Games

XXX video
DVD Ca il {noton a TV}
Other video
fnotona Tl :
% Live TV
23 et
Total:

4 hrs 48 mins 97

Y - .
(not%ﬁ??&) 59 46% broadcast
content

23

30 1

T Recorded
(@] playback

QOther video
fona T} (%]

SVoD
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Almost half of non-broadcast content was watched on

for everyone

the TV set \ ~

Average minutes per day — all individuals — total of 5 hours 1 minute

Mostly non-broadcast content

=
Mostly non- Sz

broadcast content

Broadcast content (Live, recorded, BVOD)

[ 3 hours 30 min ]

Broadcast content
(BVoD) | 3 min

Source: Ofcom/BARB/BARB TV Player (census data)/Touchpoints/ComScore — see detailed methodology section of how the sources are used to construct a total estimated
view of video watched
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However it is increasingly hard to reach very large
for everyone |
audiences on linear TV . Y

Programme with 8m+ by genre

34

24

[EC]
S
109
3

115
0w BN
111
Ex
“
K
233 76
157 63
B

2010 2011 2012 2013 2014 2015 2016 2017

W Soaps Entertainment M Drama ™M Sport Other

Source: BARB average audiences for programmes in selected genres. Note: interpret years before BARB panel change in 2010 (dotted line) with caution
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Nine in ten people continue to watch TV every week OfFcom

making communications work
for everyone

\o J

Average weekly reach %
65+
=@="55-64

=@ 45-54

35-44

78 =@ «=All individuals (4+)
== 25-34

=@== Children (4-15)

—@=— 16-24

2010 2011 2012 2013 2014 2015 2016 2017

Source: BARB. All individuals (4+), network. Reach criteria: 15+ consecutive minutes, full weeks used




Viewing decline accelerated for the first time since 2014

Average minutes of viewing per day

199 @ ® - = =@ 203
151 @= —e
—————— —T
—
e ———— 100
—9® 36
-9mins -11mins -4mins 4mins 9mins
-4% -5% -2% -2% -4%
2010 2011 2012 2013 2014 2015 2016 2017

Source: BARB, network.

L

OfFcom

making communications work
for everyone

\o J

65+
—@—55-64
—@—45-54
=@ = All individuals (4+)
35-44
—@=25-34
@ 16-24
=@= Children (4-15)
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Unmatched viewing increased by seven minutes but
for everyone |
was not enough to offset declines in live TV \ /

Total TV screen time
B Unmatched viewing*
B Time-shifted: 8-28 days

Time-shifted: up to 7 days

B Live viewing

Industry standard BARB
measurement is up to 7 days

2014 2015 2016 2017

Source: BARB. All individuals 4+, network, total TV. Average minutes of viewing/day.
*Note: Unmatched viewing = TV in use but content cannot be audio-matched or otherwise identified. Includes gaming, viewing DVDs/box sets/archives, SVoD, time-shifted

viewing beyond 28 days, apps on smart TVs and navigation around EPG guides where there is no in-picture broadcast content. Audio-matched digital radio stations (which
accounted for 2 minutes of viewing time per person a day in 2016) are excluded. Unmatched viewing has been reported by BARB since July 2013. Dotted line marks
difference between BARB standard industry data and the 8-28 day time-shifted and unmatched viewing.




OfFcom

The five main PSB channels retained the majority of
‘ for everyone ‘
viewing at a stable share for a fifth consecutive year \ =~

m All other channels

B PSB portfolios

Channel 5

S O D N > o P P DD D ® O D A0 A AL A AN WS A6 A
NCHIPC P LR LN L R LNC LEN- LA LR EUNC LS SR N M P NP NP M MR MR MMM M I S N i

B Channel 4

TV
BBC Two

W BBC One

Source: BARB, TAM JICTAR and Ofcom estimates, individuals (4+). Network. New BARB panels introduced in 2002 and 2010, as a result, pre- and post-panel change data
must be compared with caution (see dotted lines). Channel 4 includes S4C up to 2009. S4C share 2016 = 0.1%. The main five PSB channels include viewing to their HD

channel variants but exclude viewing to their +1 channels.
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Despite the ‘Beast from the East’, World Cup and Love OFcom

for everyone

Island, TV viewing has declined steeply in 2018 so far \ /

250

=@=2014
240

2015
230

a=@=2016
22
0 =@=2017
e b\ /\ H12018

200
190
180
170
160

150
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: BARB, total TV minutes, consolidated data (including live + 7 days playback on TV set)
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Flexibility and content are now greater drivers of SVoD
for everyone
subscriptions, surpassing free trials and promotions \ /
B Netflix Amazon Prime Video B NOW TV
51%
38% 39% 36%
32%
30% 9
9 26% 28%
2 20%  19% 19% 20% 19907 21%
1848/3 13% 147174’ ° ° ‘18%: 0 15946%
I I10%I I 0%

To take Toaccessa Toaccessa  Toaccess To watch Towatch Towatchata Towatch Cheaper than To obtain free
advantage of back back catalogue of original series exclusive time that suits multiple a pay-TV shipping
the free trial catalogue of catalogue of new movie made by content not episodesina subscription

or TV movies releases provider available row
promotional programmes elsewhere
offer

Source: GfK SVoD Tracker, Q1 2018 January-March 2018
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More than half of SVoD users subscribe to more than
‘ for everyone ‘
one service S -

2017 2018

® Amazon NowTV ® Netflix ® Amazon NowTV @ Netflix

Source: GfK SVoD Tracker, Q1 2017 and Q1 2018 January-March
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Three of the top five shows viewed on SVoD services
for everyone |
were original content N y,

Programme Sub Genre Commission Type Service Origin Total Streams
1 Friends Comedy Sitcom Acquisition Netflix USA 1985
2 The Grand Tour Entertainment Magazine Original Amazon UK 911
3 The Crown Drama History Original Netflix UK 651
4 Stranger Things Drama Sci-Fi/Fantasy Original Netflix USA 628
5 Peaky Blinders Drama Crime Acquisition Netflix UK 519
6 Black Mirror Drama Sci-Fi/Fantasy Original Netflix UK 504
7 The Big Bang Theory Comedy Sitcom Acquisition Netflix USA 485
8 Brooklyn Nine-Nine Comedy Sitcom Acquisition Netflix USA 369
9 The Good Place Comedy Sci-Fi/Fantasy Original Netflix USA 343
10 Vikings Drama History & War Acquisition Amazon Ireland/Canada 335
11 Lucifer Drama Sci-Fi/Fantasy Acquisition Amazon USA 330
12 Altered Carbon Drama Sci-Fi/Fantasy Original Netflix USA 312

Orange is the New Drama Comedy 310
13 Black Original Netflix USA
14 Designated Survivor Drama Thriller Original Netflix USA 302
15 Grey's Anatomy Drama Medical Acquisition NOW TV USA 298
16 Breaking Bad Drama Crime Acquisition Netflix USA 290
17 Homeland Drama Crime Acquisition Netflix USA 288
18 Paw Patrol Animation Children's Acquisition Netflix Canada 278
19 Riverdale Drama Mystery Acquisition NOW TV USA 256
20 Peppa Pig Animation Children's Acquisition Netflix/Amazon UK 244

Source: GfK Programme data, Q1 2018 January — March

Notes: All users of Netflix, Amazon Prime Video and NOW TV at least once a fortnight. Rankings are based on total streams
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Radio revenue was up to £1.3bn

Revenue (£m)

I
I
1 1’313—T0ta|
1,2ﬁ 1235 1,291 : 1,290 1,290
1
: BBC expenditure
1 (estimated)
I
771 740 750 : 742 726 744 =—Total commercial
I
| 552 557
511 484 529 I 536 — National commercial
1
I
270 I 276 282 285
239 218 ! Local commercial
150 148 141 : 136 138 141
106 99 97 : 98 105 102 = Commercial
2012 2013 2014 : 2015 2016 2017 sponsorship

Source: Ofcom / operator data / BBC Annual Report 2012-2017
Note: BBC expenditure figures are estimated by Ofcom based on figures from the BBC Annual Report (www.bbc.co.uk/annualreport)
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Reach of radio was stable again with nine out of ten
for everyone ‘
people tuning in every week \. Y

Proportion of population (%)

/ 94.8%

%?2?22: \ \/ 92.5%
90.3% 90.2%

89.2% ————— 90.2%
88.3%

/ 87.1%
85.0%

83.0%

2013 2014 2015 2016 2017 2018
— Adults 15+ = Adults 15-24 = Adults 25-34 = Adults 35-44
Adults 45-54 = Adults 55-64 = Adults 65+

Source: RAJAR, All adults (15+), 12 months to Q1 of each year
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Digital accounted for the majority of radio listening for

OFfFcom
Taking communications work
or everyone ‘
the first time in Q1 2018 \ /
Q1 2013 Q1 2018
w9
£% %3
-3
s
DAg Total
22.59, Digital Total
34.3% Digital
50.9%
%
\%_ %

%8’V
ALQ

Source: RAJAR; Share of total radio hours
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One in eight households had a smart speaker in 2018
for everyone
A\ /‘

16% 16% 16%

- ~
1% 6%

\

- -

2y
e

—r

m Amazon = Google m Apple m Sonos = Other

Source: Ofcom Technology Tracker H1 2018; YouGov survey 2018
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Internet and online content
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The smartphone was most popular connected device in
for everyone

a transformative decade for the communications sector \. /

44

N
2008 > 2018 NETELLX
B4% Digital tefevision 95% 78%
17% Smartphone D 78% 4G mobhile service
_ ! = 3 launched in the
® B3% Digital DVD player ® 6B4% UK tl'q" EE
Laptap 63%
(2009)
Tablet 58%
20% . . amazon
(= Digital video recorder (DVR) m T primavidita
m L6% Games console ‘ Pay
m 27% DAB Radio ﬂ
Smart TV 1 7%
(2012)
N 69% PC
MP3 player e Whampp i:j-?’
Smart speaker
LZOOS 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018J

Source: Ofcom Technology Tracker, H1 2018




It was also the most important device for accessing the

internet in 2018

m Smartphone m Laptop m Tablet

Desktop

|
7% 4!

19% f

25% f

32% ka

Other

10%

19% kg

| |
9 9 9 3% 3% 3%
4f’ ! o ‘7‘;’ ! 4%‘1i 2% Y 6%
9% | 12% 4 | | 6% N4
! ! 15%
15% I 18% R 16% RO 165, 8
X I I
" 9 : 21% :
9 24% NN 27% ko g !
> | |
40_3 | |
| |
- | |
- | |
48% R 45% !
| |
| |
| |
| |
| |
‘ Total Male Female 16-24 25-34 ‘ 35-54 ‘
‘ Gender Age group

Source: Ofcom Technology Tracker, Half 1 2018

Base: All adults aged 16+ who use the internet at home or elsewhere (n = 3280 UK).

OfFcom

making communications work
for everyone

o y
5% 3% 7% 4
9% 9%
8%
55% palll 535 R
c1 ‘ 2 ‘ DE ’
Social group ‘

Significance testing: Arrows indicate any significant differences at the 95% confidence level between males and females, between UK 2018 and each age group and between UK 2018 and each

socio-economic group.

QE11 (QE40): Wh|ch is the most important deV|ce you use to connect to the |nternet at home or elsewhere? “Other” responses include: “Netbook”,

“Games console”, “E-reader”, “TV set”,
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The UK’s digital audience spent 62% of total minutes Opcom
online on their smartphone in 2018 \. /

Share of total minutes, 18+

Source: comScore MMX, UK, Multi-Platform, desktop and mobile, demographic profile total internet, March 2018, Persons: 18+




L

Google and Facebook topped properties visited, but BBC Opcom
claimed third spot for the first time in 2018 \ /

Average time spent per person per month

<100 mins 100-300 mins >300 mins

I R T TR
Rank] ropery [anen | Proparty [ Reah | Propury [ hea

- Google Sites 98% Google Sites 98% Google Sites 99%
- Facebook 87% Facebook 91% Facebook 95%
BE] Amazonsites  82%  MicrosoftSites  87% BBC Sites 93%
B vicrosoft Sites  82% BBC Sites 87% Amazon Sites 89%
- BBC Sites 81% Amazon Sites 85% Microsoft Sites 87%
- Yahoo Sites 72% Trinity Mirror 73% Oath 81%
Group
eBay 69% eBay 71% Sky Sites 73%
- Sky Sites 65%  Mail Online/Daily  70% Trinity Mirror 71%
Mail Group
- Trinity Mirror 64% Yahoo Sites 69% News UK Sites 71%
Group
Mail Online/Daily  63% Sky Sites 67% eBay 69%
Mail

Source: comScore MMX, UK, Multi-Platform, desktop and mobile, Top ten properties [P], persons: 18+, March 2016-2018
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Internet advertising spend was more than double that e

for everyone

of TVin 2017 \

Expenditure (£ millions)

£8,913 £10,382 £11,553
£5,338 £5,862 £6,569 £7,584
£2 109 £2,022
£2,007 £1,950 £1,977
£3932m £825m £751m 682
5 2L £2,855m £2,534m £2,312m £2,047m

£4,708m : £4,928m £5,264m

2011 2012 2013 2014 2015 2016 2017
BTV Newspapers (print) B Magazines (print) MRadio ™ Outof home ™ Cinema Direct mail Online

Source: AA/Warc Expenditure Report, April 2017




Mobile accounted for 45% of all digital advertising and Opcom
drove all growth in 2017 N /

Expenditure (£ billions)

£11.6 Annual 5year
change CAGR
£10.4
Total 11.3% 13.9%
£8.9
£5.2
£7.3 = Mobile 33.8%  55.8%
£6.8 £2.6
£6.0 £1.7
£5.5 £1.1
£4.9
Desktop -2.2%
£6.3 £6.4

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: IAB / PwC Digital Adspend Study 2017
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Paid-for-search continued to be the largest format
for everyone
\o ' A
Expenditure (£ millions)
Growth
1 Year
11% Total

£11,553m

£10,382m £1,470m o m Other
7 500 £8,913m £1,524m
—— | £1,345m |
£6,756m £1,345m

£3,639m
£1,114m £3,193m

51,916m £2,503m
£3,644m £3,896m £4,278m £5,140m

2013 2014 2015 2016 2017

£4,178m -4% W Classifieds
15% Display

£5,821m 13% m Paid for search

Source: IAB / PwC Digital Adspend Study 2017




L

. . . . OfFcom
Online video ad spend surged in 2017 with broadcasters
for everyone |
claiming a 31% share of pre/post roll video \ ~
£671m
£460m
Pre-post roll  m Qutstream/in-feed video  m Other Non-broadcaster VOD  m Broadcaster VOD

Source: IAB / PwC Digital Adspend Study 2017
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Addressed letters volumes continue to decline due to
for everyone |
falls in end-to-end . y

Volume (million items)

14,598

13,482
—__134& 12,874 12,681 12,376

= Total mail

|
I 11,819
| ! 11,231
: Royal Mail end-to-
I end*
7,423 7,228 7,185 7,068 7,108 | 7,090 7,015
-Sra36— 5,633 |
7,166 ’ 5,455 5,201 .
! ’ | 4,718 4,209 —Royal Mail access
|
|
|
9 18 56 159 68 | 10 7 ——QOther operators end-
. : : . . 4 : . to-end letters
2011 2012 2013 2014 2015 2016 2017

Source: Royal Mail Regulatory Financial Statements, operator returns to Ofcom, Ofcom estimates. *Royal Mail end-to-end is an Ofcom calculation and refers to Royal
Mail total letters volumes excepting access.




Addressed letters revenues decline accelerated

Revenue (£ millions)

4,494
4,471 4,444 4,396 4,453 I 4,330
: \4'082
4,323 4,297 4,264 4,193 4262 1 4,160
| 3,919
I
2,917 2,746 :
—_— ’ 2,696 2,630 2,670 I 5571
1 2,372
|
|
1,568 1,564 1,592 1 1,589
1,405 1,550 : 1,546
1
1
I
166 169 168 178 | 165 160
5 6 12 Eid 13 I 5 S
2011 2012 2013 2014 2015 2016 2017

OfFcom

making communications work

"

for everyone

o

==Total market

Royal Mail total

—Royal Mail end-to-

end*

Royal Mail access

e ACCess operators

——End-to-end operators

Source: Royal Mail Regulatory Financial Statements, operator returns to Ofcom, Ofcom estimates. Figures are adjusted for CPI (2017 prices).
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Parcel volumes were up 12% in 2017
for everyone
o /
Volume (million items)
2,342
+12%
2,088
262
Total
B Outbound
Inbound
B Domestic
2016 2017

Source: Operator returns / Ofcom estimates.
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This was partly due to the rise in online purchases
for everyone
. y

GB adults (%)

Books/CDs/videos/DVDs/Blu-ray discs N — /1
, oo I 20
Clothing/accessories/jewellery 33
I >
11
Bk
11

43

Health or beauty products

Home furnishings/DIY

- pE m 2017
Toys 13
I 1 2012
Flowers/chocolates/gifts/greeting cards 16
- I -
Home appliances 3

Sports equipment I

Garden equipment/products

Consumer electronics (e.g. sound system, TV)

Source: IPA Touchpoints 4 (2012) and IPA Touchpoints 2017
Base: All GB adults

SH15b: Which of these items have you purchased online in the past 6 months?
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Parcel revenues grew at a slower rate than volumes due
for everyone |
to competitive pricing and mix of parcel sizes \ /
Revenue (£ millions)
9,313
+5%
8,838
1,148 LR
Total
Inbound
B Domestic

2016 2017

Source: Operator returns / Ofcom estimates. Figures are in real terms, adjusted for CPI by Ofcom on 2017 prices.




More than half of UK consumers used next day delivery

in 2018, with one in ten within 2 hour delivery

Proportion of adults (%)

Have ever done: 58%

Bought something online

and used next-day delivery and used same day delivery and had it delivered within

Source: Ofcom research, fieldwork May 2018

28%

Bought something online

(anytime on the same day)

10%

Bought something online

2 hours or less

OfFcom

for everyone

e

making communications work

Y,

Don’t know

W Have never done this, and
unaware that this was possible

B Have never done this but aware

Have done/used this at some
time in the past but not in the
past 3 months

W Have done / used this in the
past 3 months
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Interactive report — demo

SRR

3

Select treakadowr | Hower aver ihe chart ta see tabels ard values

el

2, Agvertamg breaksown

MARKET SUMMARY

A one-stop shop for key metrics from Ofcom’s ' ff”i/?

flagship publications including the Media Nations
Report, Connected Nations Report, Technology
Tracker and Media Use and Attitudes

£547bn e ‘&.62

ADDITRIMAL LINKS AND DOWNLOADS

- . Ty L% Aulin whes wua i ebibe chen o intarre
Irom £126 1= 7015 b2 C138 3 in F217 raprasching an sora Anryces mcressd from A4% of LI paulty n 7017 10 778 of LB
ducruany of £1L77 i rual terma. sedelts i
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Questions?
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