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Disclaimer
This document contains statements that constitute forward looking statements about the Company including 
financial projections and estimates and their underlying assumptions, statements regarding plans, objectives and 
expectations. These statements appear in a number of places in this document and include statements regarding 
the intent, belief or current expectations of the customer base, estimates regarding future growth in the different 
business lines and the global business, market share, financial results and other aspects of the activity and 
situation relating to the Company. The forward-looking statements in this document can be identified, in some 
instances, by the use of words such as "expects", "anticipates", "intends", "believes", and similar language or the 
negative thereof or by forward-looking nature of discussions of strategy, plans or intentions.

Such forward-looking statements are not guarantees of future performance and involve risks and uncertainties, 
and other important factors that could cause actual developments or results to differ materially from those 
expressed in our forward looking statements. These risks and uncertainties include those discussed or identified in 
the documents filed by Telefónica with the relevant Securities Markets Regulators, and in particular, with the 
Spanish Market Regulator.

Except as required by applicable law, Telefónica undertakes no obligation to release publicly the results of any 
revisions to these forward looking statements which may be made to reflect events and circumstances after the 
date of this presentation, including, without limitation, changes in Telefónica’s business or acquisition strategy or 
to reflect the occurrence of unanticipated events.

Neither this presentation nor any of the information contained herein constitutes an offer of purchase, sale or 
exchange, nor a request for an offer of purchase, sale or exchange of securities, or any advice or recommendation 
with respect to such securities.

The information contained in this document is subject to, and must be read in conjunction with, all other publicly 
available  information, including if it is necessary, any fuller disclosure document published by Telefónica.

Finally, please note that this information contained in the document has not been verified or revised by the 
Auditors of Telefónica.
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Solid performance in Q1 081

2 Addressing investors’ concerns
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T.España has maintained a strong momentum in Q1 08

Strong 

commercial 

push

Sustaining robust competitive position in BB

Steady growth in Pay TV

Sound leadership despite new entrants in the
mobile market

Continued strong growth in mobile data services

46.8 m  
accesses 
(+4.5% 
y-o-y)

Continuous 
focus on 
efficiency to 
sustain 
outstanding 
profitability

Solid underlying OIBDA growth

Reaping the benefits of workforce reorganization

+ 0.9 p.p. like for like advance in wireline OIBDA margin

Flattish margins in wireless vs. Q1 07
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In the wireline business, we are maintaining our competitive 
position …

Expanding our access base by upselling and getting new customers

Retail Internet BB Accesses
(in thousands)

Market share ≈57%E 

Q1 08: > 200k net adds

Market share ≈ 80%E  in a 
growing market

Accelerated uptake of 
naked shared loops

4,836
4,022

15,842 554
419

Market share >13%E

Steady growth in Pay TV

Mar-07 Mar-08

+20.2%

Mar-07 Mar-08

15,934

Mar-07 Mar-08

+32.4%

Fixed Telephony Accesses 
(in thousands)

Pay TV clients
(in thousands)

-0.6%
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… while increasing value from our customers

Sustained revenue growth

Total ARPU
(€) +2.0% PSTN monthly fee increase in 

January

Healthy trends in traditional voice 
services

>82% of BB accesses with 2P/3P

+9.8% growth in Internet & BB revenues 

Steady increase in number of
Workstations in SMEs and SoHo

>75% VPNs already migrated from 
traditional to advanced VPNs

68.2
66.6

Q1 07 Q1 08

+2.4%
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In the wireless business, we recorded a healthy customer 
growth …

Sound leadership despite new entrants, leveraging market 
leading churn rate

Customer
(Mar-08 y-o-y change)

Churn Q1 08
(%)

112%E  penetration 

Strong focus on value customers

305.2k contract net adds in Q1 08; 
181.8k in total

Best in class churn

Focus on customer loyalty

Attractive on-net tariffs

Total Contract

+11.3%

+5.5%

Prepay

-2.4%

23.0 m

1.1%

1.8%

Total Contract

+0.01p.p.
-0.03p.p.



TELEFONICA ESPAÑA
Sintra, June 20th, 2008

8

… and continued pushing data usage

ARPU performance in line with Q4 07
Strong growth in data services

30.5€ ARPU in Q1 08 (-3.7% y-o-y in Q1 08 vs. -3.6% in Q4 07)

Incoming ARPU impacted by MTR cuts

≈550K flat & daily rates subscriptions

Strong push in content SMS (“Superconcursos”)

-4.6%
-2.9%

Voice Data Total

+11.0%

+2.6%

-2.1%-2.0%

Outgoing ARPU
(y-o-y change)

Q1 08
Q4 07

3G Penetration
(3G devices over customer base ex-M2M)

Q2 07 Q3 07 Q4 07 Q1 08

7.3%
10.2%

20.0%
16.9%

13.8%

Q1 07
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Q1 08 results in line with 2008 guidance …

+1.9%
+2.6%

T. ESPAÑA

50.6% 48.8%

+6.4%

+2.8%

Revenue
growth
(Q1 08 y-o-y
change)

OIBDA
growth
(Q1 08 y-o-y
change)

OIBDA
margin
(Q1 08)

Wireline Wireless

50.6%
47.9%

+2.1% +1.3%

+9.7%

+4.0%

43.7% 43.4%

+2.7%

+1.0%

+2.0%

Including PUT effect

Excluding Real Estate Program 
and Bad debt recovery

Excluding Real Estate program & Bad 
debt recovery and including PUT effect

Including PUT effect

Excluding Real Estate Program 
and Bad debt recovery

Excluding Real Estate program & Bad 
debt recovery and including PUT effect

2008 target

+2.0%/3.5%

+6%/+8%
2008 target

T. ESPAÑA

T. ESPAÑA

Wireline Wireless

Wireline Wireless
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… delivering once more a superior performance

Wireline operators Wireless operators

-6.1

-5.9

1.3

2.5

2.0

0.5

n.a.

2.1

4.0

Revenue EBITDAQ1 08 vs. Q1 07
(%)

Source: Companies' press releases.
BT Group results (include international operations). Domestic data not available.
VOD information available for 2H (Oct-07 to Mar-08); Jan-Mar 08 Revenues and EBITDA not published for UK market. 
TI EBITDA not disclosed for wireline and wireless operations but for the integrated business (-6.1% Jan-Mar 08v.s Jan-Mar 07)
FT does not disclose Gross Operating Margin but for H1 and FY results
T.España wireline revenue growth includes PUT effect;wireline and wireless OIBDA growth excludes Real Estate capital gains and bad debt recovery

n.a.

-3.4

-5.5

3.3

2.7

-1.1

n.a.

1.3

Revenue EBITDA

n.a. n.a.

n.a.

Q1 08 vs. Q1 07
(%)
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What is your dependence on economic growth? 

Some hard data for an unchartered territory…

Housing, electricity 
water, gas… 26%

Food & 
beverages
14%

Other 13%

Furniture 6%

Communications  3%

Clothes & shoes 7% 

Leisure time, Culture, 
shows,   7%

Family Budget Survey
(INE 2006)

Transports
14%

Hotels, Restaurants, 
Bars 10%

Population will keep growing

Sector performance is more dependent on the 

evolution of households than on new houses:

≈ 60% of  wireline revenues are fixed and over 45% 

of T.España OpEx are variable
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How is the economic growth affecting the wireline business? 

Spanish market Domestic markets
(Mar-o8)

Traditional lines

Mar-08 y-o-y growth +1.9%, in 
line with previous quarter

+1.8% in Jan-08 and +2.0% in 
Apr-08 (CMT data)

The fixed line market continues to 
grow

Line losses due to change in ULL 
mix (Naked Shared ULL)

TEF
(Spain)

BT
(UK)

TI
(Italy)

DT
(Germany)

FT
(France)

KPN
(Holland)

-0.6%
-5.7%

-19.1%

-7.7%-6.5%-6.5%



TELEFONICA ESPAÑA
Sintra, June 20th, 2008

14

And your Broadband and Pay TV  businesses? 

Quarterly Broadband Net Adds growth

Spanish Market
(y-o-y change)

T.España Retail BB
(y-o-y change)

ULL 
(y-o-y change)

Q3 07 Q4 07 Q1 08

-14.1%

-29.3%
-29.7%

Sustaining market share close to 57%

Q3 07 Q4 07 Q1 08

-15.3%

-25.6%
-24.5%

Q3 07 Q4 07 Q1 08

-12.4%

-31.2%
-22.8%

T.España Pay TV business

Net adds
(thousands)

Q1 07 Q4 07 Q1 08

43.042.0

18.1
Best Q1 in  the

last 3 years in net adds

Market Share
(%E)

Q1 07 Q1 08

>13%
11%
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Are you taking measures to stimulate wireless voice usage? 

Summer Campaigns

LEVERAGING THE COMMUNITY EFFECT

Biggest on-net community

Customers with on-net modules have lower churn

0€cents/min.

5€/month
0€ cents weekends (Jun, Jul & Aug) 
0€ cents August Mon-Fri 22-10h

ON NET TRAFFIC
SMS PROMOTIONS+ 4€/month: 

100 On net SMS/day (M-F: 8h-20h)
100 On net SMS/day (M-S: 20h-8h)
300 On net SMS/weekend (F-S)

Promotional Actions

Promotion of “Mi Favorito” for 
high elasticity clients
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Have you noticed any impact in wireless data usage?

19.5€/month

1GB 3.5G MODEM+ 0€

Data revenue
(Q1 08 y-o-y change)

Total P2P Commun. Content Connectivity

+16.7%
+6.8%

+12.5%

+66.8%

Strong data 
momentum

Progressive uptake of 
wireless BB

Healthy performance in
connectivity

Strong push in content 
SMS (“Superconcursos”)

Fostering 
BB 
penetration

1.0€/day

10 MB
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Are you seeing higher churn rates and bad debt levels? 

Bad debt in T.España

Churn

Mobile Churn Q1 08
(% and y-o-y change)

ContractTotal

1.8%
1.1%

+0.01 p.p. -0.03 p.p.

Stable Churn across businesses

Unchanged Churn in BB & PayTV
Slight improvement in contract churn 

(mobile)

Contained increases in bad debt levels

Still on low levels: <1% of revenues
Low bad debt levels
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How are you facing competition in fixed Broadband? 

RESIDENTIAL MARKET   Duo Prices (€/month)

Wide range Broadband offer to tap all market segments

3 Mb
40.9 €

2007 2008

30 Mb

10 Mb
44.9 €

Upgrade to
6Mb started

40.9€

1 Mb
29.9 €

1 Mb
19.9 €

Increase
ARPU & 
loyalty

Increase
ARPU & 
loyalty

Reference
offer

Entry offer

Entry offer

Limited Download
Capacity up to 2Gb

Additional 2Gb for €5

BB ARPU (€/month)

Q1 08Q1 07

45.2 44.1
-2.3%

+8.3%

Connectivity
VAS

Coming up!!
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How are you facing competition in fixed Broadband? 

Example “Plan Valencia”

We are further developing our local approach

Specific commercial actions in Valencia
“Valencia in blue”

Objectives:

Increase Market 
Share in BB and 
TV during next 3 
years

Identify key 
drivers in local 
strategy and 
actions to 
develop local 
approach plan
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How is competition developing in wireless? 

Limited impact from 
new entrants

New entrants market share
(%)

Mar-08

2.2%

TEF Market Share
(%)

Contract Churn Q1 08
(%)

Mar-07

46%

Mar-08

≈45%

-0.4 p.p.

REVENUE 
SHARE > 
MARKET 
SHARE

Q1 07

1.1%

Q1 08

1.6%

Competitors1

Data based on companies press releases and internal estimates
(1)    Source: Vodafone and Orange Q1 08 results releases

From 3 player in 2006 … … to over 15 players in early 2008

4 network
operators

MVNOs

3 €cents/min.

ON NET TRAFFIC

SMS

€cent

€cent

Con recarga
MAS FACIL
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How is competition developing in wireless?

#1 Net adds over last 12 months 

Focus on value customers

12 months Net adds
(in thousands; Apr-07 to Mar-08)

Increasing the contract customer base weight

European benchmark contract churn at 1.1%

Slightly reduction in Q1 08 vs Q1 07 (-0.03 p.p.)

61% of 
contract 

customers

1,195

26

1,146
1,420

1,141

615

Total Contract Total Contract Total Contract
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How are you facing increased competition in wireless?

Further developing our local and segmented approach

Examples: Barcelona

Local Specific commercial actions

Objectives:

Increase Market 
Share in those 
regions where 
our competitors 
show stronger 
position

Identify key 
drivers in local 
strategy and 
actions to 
develop local 
approach plan

Local 
newspaper  
(“El Periódico”)
agreement. 

Prepay Packs. 
100x1 (talk 
100 minutes 
and pay only 
one) and 100€
extra 
promotional 
credit

Segmented approach

Tarifa Juntos.
Communication in 
main immigrant 
foreign language.
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How are you facing increased competition in wireless?
Focusing on innovation through strategic agreements to assure exclusive 

products for our customers 

OBJECTIVES

Technological leadership image

Attracting high value clients from our 
competitors

Loyalty developer element for high value 
existing customers

Exclusivity clauses will reduce churn of 
those clients buying an iPhone

From July 11th

€cent
Regular voice 
tariff portfolio + Flat Rate Data 

Module + Binding 
contract
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What are your fiber investment plans? 

T.España CapEx plans

Recurring

FY 2007 FY 2008E

Transformational 61%58%

39%42%

Fiber deployment plan

Dec-06 Dec-10 E

39%

Dec-06 Dec-10 E

39%

Dec-06 Dec-10 E

39%

54%
80%

>40%
≈25%

0% 0%

10 Mb 30 Mb 100 Mb

Wireline BB coverage
(% of loops)

€1 Bn CapEx
2007-2010 E
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How flexible are you to cut OpEx and CapEx? 

T-España Wireline Redundancy Plan

Dec-2003 Dec-2007

28.5

40.7

Workforce evolution
(in thousands)

>-33%

Additional personnel reorganization programme announced 
in Q4 07 for 2008

Over 45% of T.España’s costs are variable (handsets & CPE, 
commercial costs, interconnection, …)

Further benefits of Fixed-Wireless integration to be captured
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Do you uphold your guidance?
2008 and 2010 targets

REVENUES

OIBDA

2006 2007 
Reported

2008 
Guidance

2009-2010 
Implicit

2006-2010 
CAGR guidance

+2.0/+3.5%

+2%

+3.5%
+3.0% 2

+4.7% +0.7% 1

2006 2007 
Reported

2008 
Guidance

2009-2010 
Implicit

2006-2010 
CAGR guidance

+3.0/+6.0%

+6%

+8% +2.3% 2
+11.6%

-2.5% 1

(1) Calculated applying low end of 2008 & low end of 2006-2010 CAGR guidance 

(2) Calculated applying high end of 2008 & high end of 2006-2010 CAGR guidance 

Q1 08/Q1 07: 
+2.6%

Q1 08/Q1 07: 
+6.6%
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Closing remarks

Solid performance in Q1 08, within guidance, well 
above peers

Sustaining our strong position in a very competitive 
market

Exploiting synergies from integration

Capturing growth opportunities in our market




