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It is a revolution: the way of doing things is changing and the essence
of this change is not the technology

New ways to meet demands of consumers in the digital economy

Transport Hospitality Telcos
Wr;étéApp
Tencent #iR
Entertainment Media Finance
§ IOI f.“
% NETFLIX Alipay.com

Spotify

PayPal

Technology sectors
Traditional sectors

Developed countries
Emerging countries

Growing Economies
Economies in crisis




We are at the beginning of a new society: which is the next step?

After 2015

Internet Society

1971 ~ 2015
Industrial Society

1764 ~1970

Average consumption
of info-data per capita
Agricultural Society - 4B ; -
4000 BC ~ 1763 ol AR P
- * B i ‘ Internet

&% 1. Always connected
2. Data processing
3. Transformation of

L _ _ Business Models __

Digital Economy

Average consumption |l& SSS8%SS
of electricity per capita
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of protein per capita




O Always connected, generating more and more data

Exponential data traffic

Global CAGR 2015 -2021

smartphone subscriptions

data traffic / smartphone

mobile video traffic




Data will not only be stored, it will be processed to generate
insights
Exponential data volumes

BIG DATA

Data / month
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1995 2000 2005 2010 2015 2020




O The preeminence of data explains current huge investments

Why to pay 22 €Bn for companies that do
not make money? Why to invest $8 Bn/year in data centers?

26 SBm

Property / Plants /equipment ($Bn)

Google

> 48

Telefonica | vivo
B8 Microsoft S —— ‘

Linked [T} 9,8 $Bn

L i

Acquisition value by  Acquisition value by  Acquisition value by
Microsoft (2016) Facebook (2014) Telefénica(1) (2010)

2012 2013 2014 2015 2016f

(1) Telefénica acquires Vivo in 2010 for 7.500 €M (9,8 $Bn)
Source: https://www.google.com/finance?q=NASDAQ:GOOGL&fstype=ii




O ... and strategic transformations to seize the data opportunity

Industrial firms becoming software
CompanieS(GE business model evolution) ... and bUI|dlng in-house Capabilities

2

$1Bn to launch

Velefonica

Expanded

< ™
oy Customer A
= GE SOftware* Outcomes ( > 500) Experts of Data
I (Optimized assets and \\\ // Science and Blg Data
o operations) -
=
©
> Contractual Use data and
: “CSAS” analytics to & Research at Google
S (contract service provide decision
g agreements) support services | Experts of Data mining /
dSh.aretE's': l A visualization,
H reaucing the tota l ‘ . .
Transactional st of cwnershio ?\].. 119 Art. intelligence,
§ B R rapairs . computing & statistics and

economics
2008 2016

*GE Software HQ: A global center to develop & support software applications uniformly across business. Launched in Nov. 2011 to seize the opportunity of Industrial Internet. Software specialists were assembled
together at the GE SW HQ (re-location of talent).

Jelefonica




Data economy grows in the context of the Digital Challenge

The Challenge

Digital Economy is Economy itself

Digital Life is Life itself

The rules of the game




Data for what?

Storing data could not serve
any purpose, but ....

Data can enrich customers’
lives, and benefit society



A wide variety of benefits derived from the use of data

Data to increase Data to face world ... Or even to improve

Data for Social Good i N N N
services efficiency challenges Gouv. official statistics

[\:

= \ l’ : ‘7 ;_j"_e
/ AN Intelligent Transport
- Systems
Pandemic disease
information

The Billion

Prices Project @
MIT

More accurate daily
inflation series

Primer desafio de loT para el Agro
Conteo remoto de polillas Lobesia Botrana

Inscripciones hasta el 13 de Noviembre
-

== -

A

-
A ) > B -

Smart Agriculture

Pre-positioning
Emergency Services




But also data
generates fears ...

Sometimes for
good reasons



Negative perceptions

7 o Z
IDENTITY
THEFT




Partially connected with OTT business model, where revenues are

directly linked to commercial and intensive usage of personal data ...

Advertising spending per channel (us, $8n) Advertising Revenue (us)

L Inter n/it Google facebook Other

+18@b

201& 2015 2014 2015 2014 2015



... and associated problems in Transparency ...

dl'S TECHNICA « = - _S

LAW & DISORDER —

TOS agreements require giving up first born—and
users gladly consent

Study says participants also agreed to allow data sharing with NSA and employers.

DAVID KRAVETS - 7/13/2016, 12:20 AM

4 ... of university ) 4 Th t ) 4 )
S d 1 didn' €y agree 1o The terms of ... minutes is
students'”, didn't provide their 10 . th
98% bother the TOS before first-born child Service was € average
N for a fake pages/ 4,316 words adult TOS
18IS AP as payment for (10 pages) reading time(2)
social networking site ;
K ) \ the service ) \

(1) 543 University students involved in the study.
(2) For readers, average TOS reading time was 51 seconds. The average adult reading speed is 250-280 words per minute (TOS should have taken 16 minutes).

18




... and Security

Security breaches. Stolen records

Latest
Al Yahoo
2015 MG Home Depot 500,000,000
56,000,000 -
AOL JP Morgan
2,400,000 Ebay Chase

2014 —

145,000,000 76,000,000
T . 2 o Living

Adobe Social

36,000,000 Evernote 50,000,000 Tumbrl
50,000,000 65,000,000

Source: www.Informationisbeautiful.net



As a result, the management of data is now in the public agenda, and
confidence is becoming a business challenge
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GDPR

Portability

“Forget me”

Explicit opt-ins

Public security

Telefonica’s public agenda

e DIGITAL
CONFIDENC ACCESS

Level Playing Field



The big question: Is there any space for Telco Operators in this world?

External data What we caj]
v 4th P'athrm
Telecom operators have a lot of data ...

... obtained operating the 3 core platforms

Proo X arvice
Full stack, computation...
Networks, data centres, distribution...

Telco Operators manages different data than OTTs

Internal data




Which could be the Telco proposal?

Our own data space

* Managing our own data
* Different business, different approach than OTTs

* Different position on consumers data: we do
not need to sell customers data

* Respect & Trust on customers data

e S
- orange’ "e"L°" Weﬁﬂm T mo~u ATET

Value and Trust

e Our customers want value for their
personal data. They want confidence

* We believe we are in the best position to
provide digital confidence

* We can provide value to our customers for
all the data that we hold




What does Telefonica want to do? Data for customer benefit
Give the Data Back to customers

Control of their personal data
We have
] identified
! to help
through the
Make better decisions information we
hold on them

T




Some examples where Telefonica is working on show, not just big-data,
but also tiny data, can enrich experiences with third parties

’7 Credit cards blocked when travelling s

Customer can opt-in when roam abroad to let know the
Bank the customer is outside

s Credits for un-Banked [mm

The un-Banked credit score for
unexpected medical care, start a
business... can be got from
customers mobile data. (60%-70%
population not banked in HispAm)

* Hackers use social engineering to move
mobile numbers to their phone to
intercept the security SMS.

e For Opted-in customers, Telefénica can
tell the Bank when the most recent SIM
swap occurred: if it was a few minutes
ago they block the transaction and
money is preserved.

————




We want our customers to have a choice: we want to give back the
control to the customer

Engage with brands

* Protect their privacy they are in love with

* Stop being tracked Receive rewards and

incentives on return




Also working on Digital Confidence: providing the basic tools

/

Security

7 &
Frr s rdr il ks
JaGonica ReCon
) . Revealing and Controlling PIl Leaks
in Mobile Network Systems

L
FLOODWATCH
o | [Princeton Web Census

MIT Conn
ection
the lechnology of inncsvatgf'e“ce




But then, where does the money come from?
We don’t expect to get direct money from it, sin

ce customers already pay us

External data i,
- 4% Platform

Products & Services
Video, cloud, security, loT..
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A new approach to solve the traditional challenge of Telco operators:
The relationships with their customers



Not all customers have the same needs: helping business customers

Velefonica

LUCA, the Big Data Unit * Anonymized, aggregated & .
extrapolated data, can provide

insights for businesses

L U c n /e« Great value for:

Data-Driven Decisigns * Efficient planning
* Financial Services, Retail, Insurance
* Consumer Goods, Outdoor Media...

Helping business customers to
take advantage of their data




And data can help us to make decisions

DECISIONS
based

Ol 24

-

Real time contextual campaigns

Churn reduction

Video content recommendation

Fibre / LTE deployment

Financial risk control and finance policies
Talent engagement

Fraud & failure prevention

Preserving Data privacy and Data sovereignty




At Telefonica, we put the customer at the center







