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Introduction

The Market Monitor for 2009 describes developments in the electronic
communications and postal markets. OPTA publishes this monitor every year as
required by the Independent Post and Telecommunications Authority Act.

The purpose of this market monitor is to provide interested parties with an objective
view of developments in the markets which OPTA regulates.

This market monitor is partly based on external public sources and partly on public
information sourced from OPTA’s Structural Monitoring Markets. This Structural
Monitoring Markets also contains confidential information which companies have
supplied and which cannot be published for this reason. Although discrepancies
may occur between the various (public and confidential) sources, the trends that are
discernible on the basis of both types of sources do however coincide.
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1 Broadband

The Netherlands achieved its sixth millionth broadband The Netherlands takes the lead in relation
connection in 2009. As such, the Netherlands has taken to broadband

the lead from Denmark regarding broadband penetration. In addition to Denmark, at 38.1 broadband connections
Proportional growth has been greatest in relation to for every 100 residents the Netherlands is also way

the number of broadband connections using fibre optic ahead of those countries in which government is actively
networks. However, there is also a steady increase in the encouraging the establishment of broadband networks.
number of connections on other networks. The high rate of broadband penetration in the Netherlands

is explained by the national coverage of both copper
and cable networks and associated competition. In the
Netherlands the broadband penetration rate is one and
a half times greater than the OECD" average of 22.8
connections for every 100 residents.

Figure 1 Number of broadband subscribers per 100 residents by type of connection
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Source: OECD, Broadband statistics, 2009

" Organisation for Economic Co-operation and Development.
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Figure 2 Number of connections by type
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Six million broadband connections

The number of broadband connections in the Netherlands
passed the six million mark in 2009. In June 2009 DSL
accounted for 60.3% of these broadband connections,
cable for 37.4% and fibre optics for 2.3%. As such, the
ratio of cable to copper network broadband connections
remained the same in 2009. Both lost a fraction of their
market share to fibre optic networks. Expressed as an
absolute figure, the number of customers increased in the
case of all types of networks.

Market proportions

There has been no significant change in market
proportions since 2008. KPN remains the largest broad-
band provider, having a market share of 40% to 50%.
As was the case in 2008, Tele2 and Online remain the
largest alternative providers utilising KPN’s copper local
loops (DSL). These alternative DSL providers together
account for a market share of 10% to 20%. The largest
cable operators offering broadband are Ziggo with a
market share of 20% to 30% and UPC, which has a
market share of 10% to 20%. Broadband is increasingly
being provided through fibre optic networks. Fibre optic
providers together account for a market share of less
than 5%.

Figure 3 Broadband market share by
bandwidth in Q2 2009
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Figure 4 Fibre optic connections rolled out Figure 5 Municipalities in which fibre optic
by Reggefiber connections have been or will soon be installed
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Fibre optics in the Netherlands
The number of fibre optic connections on a national
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2 Mobile telephony

At least 28% of consumers had a second mobile phone
connection in 2009, partly as a result of relatively low
subscription fees in the Netherlands and a steady
increase in the number of postpaid connections.

The corresponding figure was a mere 21% in mid-2008.
T-Mobile, which saw its market share expand slightly at
the expense of KPN, accounted for most of the increase
in the number of connections. If one considers use, it is
mainly the data services segment which is expanding in
general.

Figure 6 Number of mobile connections and
penetration rate

market monitor 2009

Number of connections continues to rise

In the second quarter of 2009 the number of mobile
phone connections rose by 1.3% compared with 2008 to
reach 21.2 million connections. As such, the growth rate
is less than in 2008, when 1.5 million additional connec-
tions occurred. As a result of this growth the penetration
rate rose from 121% in 2008 to 128% in 2009.

The rise was largely due to an increase in postpaid
connections. The ratio of postpaid to prepaid connections
remained almost the same in 2009 with prepaid connec-
tions accounting for 50.6%. If this trend continues,
postpaid connections will account for the bulk for the first
time next year.

Figure 7 Ratio of postpaid to prepaid connections
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Figure 8 Market share based on the number of
connections — T-Mobile acquired Orange in 2008

2 5 prepaid and postpaid, which had commenced in 2007,

§ 40 continued in 2009. In mid-2009 turnover amounted to

g 3 EUR 41.60 in the case of a postpaid connection and EUR

8 20 5.90 where a prepaid one was concerned. The reason for

% 10 this decline in turnover lies in the slight growth or even falll

% 0 I of providers’ overall turnover compared with an increase
in the number of connections. Non-voice services, such

KPN Vodafone T-Mobile Orange as SMS and data services, accounted for a larger propor-

tion. In this respect data services were responsible for the

mm coorez = ez largest growth rate.

2008 Q2

Last year little changed in the relationship between the
three providers that have their own network. T-Mobile
expanded slightly at the expense of KPN and has
remained in second position since its acquisition of
Orange in 2008.

Tumover and volume
The decline of turnover per connection in the case of both

Source: Telecompaper, 2009 Compared with 2008 the overall number of call minutes
remained virtually the same. It is remarkable to note

that the breakdown of these calls between the network
owners (MNOs) and the virtual mobile providers (MVNOSs)
together with other service providers (SPs) changed

drastically to the benefit of the MNOs. The latter group
saw its share of calls increase by 600 million minutes,

while the MVNOs lost a similar volume.

Figure 9 Average monthly turnover per connection

by type of service in euros

Figure 10 Call volumes
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Figure 11 Non-voice service turnover breakdown

2008 Q2 2009 Q2

62.6%

Mobile calls in the Netherlands affordable
Compared to other countries the average caller pays the
lowest fees in the Netherlands according to an OECD
study. Apart from this position, the Netherlands comes
[ SMS services EEm  Data services fifth and second in the case of callers who make many

HE Other non-voice services (content) and few calls respectively. o
Source: OPTA, Structural Monitoring Markets, 2009

Figure 12 Mobile call charges compared with other countries
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3 Fixed telephony

As in previous years, in 2009 consumers also exchanged
their analogue lines for a digital ones at a steady pace.
The total number of connections is continuing to decline,
although the rate at which this shrinkage is occurring

has declined to below 1%. In addition to a reduction

of the number of connections, that of call minutes per
connection is also declining. The preference for a specific
provider when switching from analogue to digital remains
unchanged.

Digitisation continues

The digitisation trend continues. The number of traditional
telephone connections fell by 6.8 percentage point from
63.5% in 2008 to 56.7% in the second quarter of 2009.

Figure 13 Number of fixed telephone connections

market monitor 2009

On the other hand, the number of households with a
digital telephone connection rose by 6.8 percentage
point from 36.5% to 43.3%. In addition, the decline of the
overall number of telephone connections slowed from
2.1% in 2008 to 0.6% in 2009.

In the Netherlands digital telephony is mainly provided
through cable and copper (DSL). Growth is constant in the
case of both technologies. A third technology, fibre optic
telephony (FttH), is exhibiting the largest proportional
growth, going from 47,000 to 87,000 connections.

The increase in the number of fibre optic telephone
connections is predominantly due to the number of fibre
optic broadband connections.

Figure 14 Number of digital connections by technology

©

1.600

1.200

800 =

[T

connections (in thousands)

400

connections (in millions)
O = N|W|dh M| [N |

0 —

2006 Q4 2007 Q2 2007 Q4 2008 Q2 2008 Q4 2009 Q2

2006 Q4 2007 Q2 2007 Q4 2008 Q2 2008 Q4 2009 Q2

=== Analogue = Digital

Source: OPTA, Structural Monitoring Markets, 2009

= DSL = Cable == Fibre Optics

Source: Telecompaper, 2009

« back to contents

15



16

fixed telephony

Figure 15 Digital telephony market share by party
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Figure 16 KPN’s share of the fixed telephony market
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The market share held by the various parties that provide
digital telephony services is stable. Although the market
share held by Online and UPC has shrunk slightly, the
number of connections of almost all of the parties has
increased in absolute terms. KPN, Ziggo and UPC are
dominant, holding 34%, 27% and 18% of the market
respectively in 2009. Apart from them, Tele2 holds a
market share of 8%. KPN saw its market share reduced
to 72% in both the analogue and digital fixed telephony
markets.?

Calling patterns

In the first half of 2009 the Dutch made calls amounting

to somewhat less than 12 million minutes. This represents
a drop of 7.8% compared with 2008. As such, the number
of minutes called per connection every year slid from 1,755
in 2008 to 1,627 in 2009. This decline has been occurring
for several years now but is not fully offset by mobile phone
calls. The overall volume of calls is therefore shrinking. O

Figure 17 Total number of minutes called
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Source: OPTA, Structural Monitoring Markets, 2009

2 Source: Telecompaper.



4 Television

The digitisation of Dutch television continues. More than
half of the number of telephone subscriptions comprises
digital television at present. This is accompanied by an

ongoing increase in the charges for standard packages.

Transition to digital television

From mid-2008 to mid-2009 the number of radio and televi-
sion (RTV) subscriptions incorporating digital television
surged from 45% to 55% of the total. This amounts to stable
growth on the part of digital television, thereby taking the
total number of digital television subscriptions to approxi-
mately 4 million. As a result of an increase in the number of
alternative television connection subscriptions the proportion
accounted for by cable television edged down from 78%

market monitor 2009

to 76% in the second quarter of 2009. The number of RTV
subscriptions fell from 7 million in mid-2007 to 7.3 million
in mid-2009.% As such, this growth is faster than that of the
number of households, as is the number of subscriptions.

The market is becoming less concentrated. For instance,
KPN reported its millionth television subscriber at the
beginning of 2010, whereas UPC accounted for just under
2 million customers in 2009. Many of the cable companies’
customers are switching to digital television. In 2009
CAIW and REKAM announced that they would no longer
be providing analogue television as of October 2010,
thereby making room for HD TV. Other cable companies
and fibre optic network providers continue to provide
analogue and digital services alongside each other.

Figure 18 Number of subscriptions by type (left), ratio of analogue to digital in 2009 Q2 (right)
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3 Source: Structural Monitoring Markets. In addition to these figures from periodically monitored market parties, dozens of small cable companies together serve up until 230,000
subscribers, in respect of which a similar digitisation rate applied in 2008 as in the case of the major cable companies.
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Higher tariffs, more services and greater
turnover

The television distributors’ combined annual retail turno-
ver continues to rise, going from EUR 1.06 million in 2007
to EUR 1.2 million in 2008. It is anticipated that turnover
will have grown in 2009 as a result of an increase in
additional packages and video on demand. A number of
providers achieved approximately 15% of the turnover
generated from subscriptions for additional thematic or
high definition channels. Most standard package tariffs
rose in both 2009 and 2010. In spite of a price increase,
KPN'’s Digitenne remains the most affordable option,
while UPC’s digital cable service is the most expensive.
CanalDigitaal announced that it would be scrapping its
cheapest package in 2010.

Other parties active in the market and
takeovers

After Rabobank Communication Infrastructure Fund took
over the cable network belonging to the provider CAIW,
in 2008, it also acquired that of Krimpen aan den ljssel
in 2009, separating the network and services from each
other. Hertzinger, which acted as a provider of packages
on fibre optic networks, sold its clientele to the fibre
optic network operator Reggefiber, in 2009. In addition,
the satellite provider CanalDigitaal, saw its international
parent company, the M7 Group, restructure it, with the
result that it is now merely a Dutch brand managed from
Luxembourg. ©

Table 1 Standard package charges from 2005 to 2010 in euros

Party / Year 2005 2006 2007 2008 2009 2010
CanalDigitaal 6.95 7.95 8.95 8.95 9.50 9.95
KPN (terrestrial) 8.95 7.95 6.95 6.95 7.50 8.50
KPN (ADSL-IPTV) 19.95 9.95 9.95 9.95 9.95
Tele2 (ADSL-IPTV) 14.95 14.95 14.95 12.50 10.00 10.00
CAIW 11.95 12.95 13.95 14.95 15.45 15.95
Delta 14.43 15.65 15.65 15.65 15.95 16.26
UPC (digital cable) 25.48 17.99 19.04 20.36 20.70 21.30
UPC (analogue cable) 15.53 15.83 16.05 16.37 16.70 16.80
Ziggo 14.95 15.20 15.56 15.90 16.25 16.45

Source: Providers, Websites of profiders, 2009
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5 Bundles

Consumers are increasingly opting for the procurement of
multiple services from a single provider. A combination of
broadband internet and fixed telephony services possibly
with television thrown in is often procured from a single
provider. Both broadband and fixed telephony services
are more frequently procured together than separately.

Triple play is growing while the bundle of
broadband and fixed telephony services
remains important

A dual play bundle consisting of both television and

fixed telephony or broadband services is procured less
frequently but, on the other hand, bundles containing all
three of those products are steadily growing in popularity.
Combinations of broadband and fixed telephony services
have been growing in popularity since mid-2008 and there
were as many customers for them by mid-2009 as those
for the triple play variant including television. It is still
only to a limited extent that mobile phone services are
procured along with other services from a single provider.

Whereas cable service providers account for the bulk

of triple and dual play bundles including broadband and
television, DSL providers supply most of the dual play
bundles consisting of broadband and telephony services.

market monitor 2009

Figure 19 Multi-play bundles
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Table 2 Proportion of households that procure bundles

Bundle Q2 2008 Q2 2009
Tnplg Play (broadband, t.eIeV|S|on 216 26.2
and fixed telephony services)

Dual Play

(broadband and television) 132 e
Dual Play (brogdband and fixed 24 1 26.3
telephony services)

Dual Play (teIeY|S|on and fixed 28 24
telephony services)

Bundle total 61.7 66.5
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20 bundles

Figure 20 Bundles by product, Q2 2009
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Approximately 80% of those consumers that procure
broadband do so together with another product from the
same provider. In this respect a combination which at
any rate includes fixed telephony services is preferred.
In 55% of all cases fixed telephony services are procured
as part of a bundle. In such a case it virtually always
entails a bundle which includes broadband. Television
is still procured without any other service by 60% of
consumers. Of the 40% who do procure television
together with another service, this usually involves triple
play bundles. o

I with television I with television I with broadband
Il with fixed telephony services H with broadband Il with fixed telephony services
Hl with television and fixed telephony Il with television and broadband HEl with broadband and fixed
services telephony services
I only broadband I only fixed telephone services I only television
Source: OPTA, Structural Monitoring Markets, 2009
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data communication

The ongoing conversion of customer connections to fibre
optics and the switch from traditional leased lines to data
communication services represent the most important
developments in the leased line markets. Businesses
use both methods to link various branches with each
other and to establish secure data communication and
telephone links between them. A growing number of
businesses use fibre optic cable for this purpose instead
of traditional copper connections.

Substitution is becoming more common, because fibre
optic subscription fees are dropping and the technological
potential for the achievement of faster speeds through
copper is growing. Thanks to lower prices being charged for
it, fibre optics is becoming accessible to more customers
and it is not only large companies but also smaller
businesses in the small and medium-size enterprise
sector that are switching to it.

Table 3 Number of business fibre optic connections

2008 Q2 2009 Q2

43,197 53,156

Source: OPTA, Structural Monitoring Markets, 2009

The number of business fibre optic connections rose to
more than 53,000 by mid-2009. Whether growth will
continue at this pace, will partly depend on economic
conditions and related to this, the various parties’
willingness to invest. 0
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7 Post

The new Postal Act came into effect on 1 April 2009 and
marked the complete deregulation of the postal market.
As such, TNT Post’s legal monopoly on letters of up to
50 grams has been abolished. As a result of deregulation
OPTA will collect and analyse information about the
market and report to the Minister of Economic Affairs
every year. The first report, which will contain initial data
from 20009, is expected in mid-2010.

The postal market at the time of deregulation
In 2009 the overall volume of post declined by 2.2% to
approximately 5.4 billion addressed postal items. The
respective market shares of TNT Post and its largest
competitors, Sandd and Selekt Mail, have remained
virtually unchanged. TNT Post anticipates that volumes
will continue to diminish as a result of electronic alternatives
and economic developments. In spite of the fact that

Figure 21 Market share based on volume
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no firm figures are available yet, the initial results of
deregulation appear to have occurred already. By way
of illustration, in 2010 Sandd will be delivering 22% of
national government mail as a result of having been
awarded a tender in November 2009.

Letterbox post market segments

Corporate customers accounted for more than a quarter
of letterbox post and other postal items (excluding
packages) in 2008. At two thirds, the small and

Figure 22 Breakdown of letterbox post volume
in 2009 Q2
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Source: OPTA, Marktmonitor post, 2009

Source: OPTA, Marktmonitor post, 2009

4 Based on TNT Post’s annual report for 2009.
5 Addressed postal items which fit in a letterbox, including letters and direct mail.
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medium-size enterprise sector accounted for the bulk.
Almost half of addressed letterbox post was delivered
the following day.

Prices

Differences remained between prices charged by TNT
Post and its competitors in 2008. The price of a consign-
ment of direct mail consisting of 50,000 items of up to

50 grams amounted to one third less than that charged
by TNT Post on average in the case of its two largest
competitors, namely, EUR 0.23 on average. In return for a
higher price TNT Post is the only one of the three largest
parties to offer next day delivery. These postal operators
take on smaller postal consignments on average and
because of their small scale are better able to accommo-
date the requirements of individual customers.

The prices which TNT Post charges for consignments of
letters, direct mail and periodicals rose by approximately
1% in 2010. However, TNT Post has introduced new
discounts for large postal consignments (from 20,000
items). This points to competition which in the first
instance occurs in the corporate sector.

Figure 23 Average direct mail consignment price
in 2008 (5,000 items of < 50 grams)

0,40

0,30

in euros

0,20

0,10
0,00

TNT Post Sandd and Selekt Mail

Source: Providers, Websites TNT, Sandd and Selekt Mail, 2009

Figure 24 Market parties by turnover

EEl More than EUR 2 million
Il Between EUR 1 million and EUR 2 million
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Source: OPTA, Marktmonitor post, 2009

Turmover

The turnover of TNT Post's postal division edged up by
0.3% to EUR 4.25 billion in 2008 in spite of a decline

in volume of 2.4% ©. Reserved services accounted for
approximately 22% (EUR 933.9 million). Under the new
Postal Act all postal operators have a duty to register with
OPTA. Until January 2010 83 postal operators had
registered with OPTA. Of these businesses 86% had a
turnover of less than EUR 2 million in 2007.

Most of the smaller postal operators only operate
regionally. They use other postal operators for deliveries
outside their territory. Almost half of the post that is
delivered by these smaller parties comes from a different
postal operator. In addition to their geographical cover
and price, what is also typical of these smaller parties is
their delivery frequency, which is usually once or twice a
week. O

5 Based on TNT Post’s annual report for 2008.
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8 Internet safety

Spam remains a major threat to internet safety. Emerging
economies are creating new sources of spam and
malware. Spam is being disseminated with greater focus
through more channels. When assessing threats, such as
unsolicited e-mail and malware, OPTA depends on public
sources’, each with their own method of assessment.
Based on this a report has been drawn up setting out the
trends. The figures cited in this chapter are consequently
indicative.

Spam in 2009

Expressed as a proportion of Dutch e-mail traffic, spam
accounted for a record figure of 96.4% in September
2009. As such, the record of 96.2% dating from March
2009 has been broken. Sophos estimates that, expressed
as a proportion of normal e-mail, the amount of spam sent
throughout the world accounts for 89.7%. MessagelLabs
cites a corresponding figure of 87.7% and Panda Labs
92%¢. The top three countries responsible for sending
spam are the United States (15.7%), Brazil (10.7%) and
China (6%). As such, Russia has disappeared from the
top three.

The greatest change involves spam sent from South
America. A reduction has occurred in economic super-
powers, such as the United States and China, whereas
an increase is evident in many emerging economies.
Vietnam, Brazil and India are cases in point in this
respect.

market monitor 2009

Table 4 Origins of spam by region in 2009

Proportion
Region of Spam (%)
Asia 33.3
Europa 25.4
South America 19.3
North America 19.2
Africa 2.1
Oceania 0.6
Unknown 0.1

Table 5 Increase in spam by country, 2008-2009

Change
Country 2008-2009 (%)
Vietnam 367,7
Brazil 192.6
India 130.4
South Korea 81.2
Poland 43.4
Argentina 16.0
United States -20.3
China -24.3
Turkey -31.3
Russia -38.2

7 Panda Labs Annual Report, Cisco 2009 Annual Security Report, Messagelabs Annual Intelligence Report 2009, Sophos Security Thread Report 2009, Symantec State of
Spam, Monthly Report for December 2009 www.projecthoneypot.org, www.admanager.nl/mail/nieuws/9313.

8 Messagelabs, Panda Labs and Sophos focus on security software.
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Trends in spam

Most spam is sent via botnets, of which Cutwail, Rustock
en MegaD are the largest. Botnets consist of hacked
computers which transmit e-mail through a centrally
managed system. Together these three botnets manage
approximately 5 million computers. In 2009 Cutwail
accounted for almost one third of all spam messages.
Current issues, such as swine flu and the death of
Michael Jackson, are frequently used for this purpose.
As a result of CAPTCHA?® security being hacked, online
e-mail services, such as Gmail and Hotmail, are often
used to send spam. There has also been an increase

in the spam sent through social networking sites, such
as Facebook and Hyves. Many of the messages involve
so-called phishing, by means of which an attempt is
made to obtain end users’ log-in details.

Table 6 Origins of hosted malware by country in 2009

Proportion of
Country Hosted Malware (%)
United States 39.6
China 14.7
Russia 6.3
Peru 4.3
Germany 3.5
South Korea 2.7
Turkey 2.5
Thailand 2.4
Poland 2.3
United Kingdom 2.0
Other 19.7

Malware in 2009

The top three countries in which malware — unsolicited
software — is hosted has not changed since 2008. It is
remarkable to note that malware hosted in China has
halved. As in the case of spam, emerging economies,
such as those of Peru and Poland, have made inroads
in this respect.

Malware trends

There was a further decline of malware spread by e-mail
in 2009. On the other hand, the number of focused
attacks has increased. Businesses holding sensitive
information, such as banks, are the primary targets.

In such cases a message containing an attachment is
addressed to a senior official and reference is made to
a recent meeting or an important document. In addition,
a growing amount of counterfeit security software is also
appearing. This refers to any misleading program which
indicates the presence of malware that can be removed
after a licence is purchased. Such a program does not
work and a user is then out of pocket. By employing
applications which can be used immediately, it has
become easier for malware producers to develop new
malware. Parallel to this, it appears that it is becoming
easier to spread it. The result is fleeting phenomena,
which rapidly appear and which disappear just as fast. 0

9 Completely Automated Public Turing test to tell Computers and Humans Apart. A data processing test designed to determine whether a human user is involved or not.
An image of distorted characters is frequently displayed. A user can obtain access to the underlying service by entering the appropriate characters.
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