


READY...
ONE, TWO, 3G

The curtain ts about to ruwe on a new world of 3G multimedia communications and one company
w pulling out all the stops to make showtime an unforgettable experience.

picture is worth a thousand

words. That’s one of the cru-

cial differences between 3G

(third generation) mobile
multimedia communications and 2G.
Soon, when we communicate via our
mobile handsets we will be able to not
only talk to each other as we do with
2G but also to show each other what
we mean.

With the launch planned for the
UK in autumn this year, and with Italy,
Hong Kong and Sweden on track to
follow soon after, 3G is set to make a
real difference to people’s lives, and
Hutchison will be in the vanguard of
that change.

In the past two years, telecoms oper-
ators have spent billions buying 3G
licences in the hope that they could do
something spectacular with them.
However, when the buying frenzy abat-
ed some analysts concluded that prices
paid were too high for what amounted
to little more than pieces of paper
entitling them to a slice of the wireless
spectrum.

But not everyone is writing off the
value of these licences. “The UMTS
spectrum is like real estate,” says Jeremy
Green, a research director at Ovum in
the UK. “It’s a limited commodity that
will not go out of fashion — and
Hutchison knows a thing or two about
real estate.”

The Group has so far secured eight
licences, each within strict budget lim-
its, and walked away from others that
didn’t make sound economic sense.

Unfettered by 2G legacy networks

By Justin Quillinan
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and services in Europe, Hutchison has
been building out infrastructure and
striking high-profile content deals
to ensure that spectacular things will
happen.

Says Matthew Mo of J.P. Morgan:
“In contrast to many European telecom
analysts, [Hutchison] believes that a 2G
operation is a burden as 2G operators do
not have the right organisation to man-
age, monitor, and generate products for
3G users. We should bear in mind that
the negative sentiment surrounding 3G
is created by 2G operators, which have
good reason to be bearish as their 3G
rollout might eat into the profitability of
their current 2G operation.”

Group Managing Director Canning
Fok is unequivocally upbeat about 3G:
“The more I get involved, the more I
feel confident,” he says. “The building
blocks are 99% complete and we are
now in execution mode.”
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TRAILBLAZING

The rollout will begin in a few short
months, with Hutchison 3G companies
launching the new services under a new
global brand. Starting in the UK and
Italy, followed by Hong Kong, Sweden
Australia, Denmark, Israel and Austria,
these companies will blaze a trail into a
new world of mobile multimedia that
promises to be as different from existing
offerings as TV was when it overshad-
owed radio.

Analysts differ over the timing, but
they generally agree 3G will be a key
driver into the next technology era.

“In the short term we are being
pragmatic about 3G’ business prospects,”
says Declan Lonergan, Research
Director, Wireless at Yankee Group
Research in the UK, “but in the long
term we fundamentally believe 3G will
be a success. Hutchison is coming into
an exciting market with some interest-
ing ideas.”

The ink has already dried on con-
tracts to offer richer content than ever
before.

Voice will still be there, of course,
but 3G will go far beyond 2G’s low data
rates to harness the power of multime-
dia. It will create a wireless environment
offering complex colour graphics, quality
audio and video, and high-speed file
transfer for business use. New services
will include entertainment, news, current
affairs, sport, and multimedia messaging
in a way never seen before.

Those companies that do make a
success of 3G stand to reap rich
rewards, though opinions differ on
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how much revenue will be involved.

The UMTS Forum, the indepen-
dent body that promotes the uptake of
3G, recently published a study that con-
cludes annual 3G service revenues will
reach US$322 billion in 2010.

Forum Chairman Dr Bernd Eylert
says the opportunities ahead aren’t just
for “techies” and early adopters, but for
everyone. He advises operators to “reach
out to their customers” and learn from
the current 2G boom in text messaging
(SMS) where children usually end up
teaching their parents what to do. SMS’s
multi-media alter ego (MMS) should be
simple and enjoyable to use, he said.

Such ideas have been on
Hutchison’s agenda from the word go.
The technical nuts and bolts behind the
scenes will be crucial, but equally
important to 3G’ success will be the
greatly enhanced customer experience,
which Canning Fok describes as
“adding eyes to the ears” that everyone
is accustomed to in 2G.

Film clips and video postcards will
soon become commonplace. Parents
will be able to eyeball their children
from their offices and not only wish
them a good day at school but also tell
them to comb their hair before they go!
Business partners will video conference
and exchange complex data without ever
meeting up. In medical emergencies,
patients’ vital signs will routinely reach
hospital staft before the patient arrives,
saving many lives.

Curiously, football — a European
obsession — could hold the key to open
a treasure chest of opportunities for 3G.
Whilst Hong Kong fans might favour
horse racing and Australians cricket,
some of the biggest content deals struck
so far have involved football action —
20-second clips of championship match
highlights, allowing fans to keep close to
the action wherever they are.

[lustrating the power of football to
get people talking, mobile phone com-
panies had to put up temporary base
stations near the stadium to cope with
some 50,000 extra calls made during
the Scottish Cup Final played in
Glasgow in May this year.

Such deals don’t stop on the pitch
either. 3G’ ability to personalise services
to suit customers’ interests includes
location-based offerings. If you follow a
particular team, you might want to
know that its star player is doing a book-
signing event a few miles from where
you happen to be.Your 3G device will
not only alert you to the information,
but also show you how to get there!

“The building
blocks are 99%
complete and we

are now in
execution mode.”

Such capabilities have long been
the stuff of science fiction, now they
will soon be accessible to the general
public. 3G has the speed to deliver con-
tent and applications in a way that 2G
and even 2.5G — General Packet Radio
Service (GPRS) — couldn’t hope to
match.

“Some mobile operators claim that
3G gives the same services as GPRS,
only faster. This is absolutely untrue,”
insists Bob Fuller, joint CEO of
H3G Italy.

“3G is an entirely new market that
has nothing to do with previous tech-
nologies. The network is broadband and
10 times faster than GPRS. As regards
services, only 3G can guarantee true
multimedia and interactivity in real
time, where the quality of the customer’s
experience feels ‘real’.”

With the launch a few months away,
observers will be watching closely to see
what has been achieved so far and what
exciting opportunities lie just ahead.

BUILDING BLOCKS

Hutchison 3G UK won Licence-A —
the highest bandwidth of five — in the
British auction in May 2000. In just 18
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months it grew from a handful of staff to
1,500 full-timers and 600 contractors.
Employee numbers will rise to around
3,000 over the next couple of years.

Managing Director Colin Tucker
confirms that the building blocks of 3G
are largely already in place in the UK,
namely the 3G devices, the network and
the middleware.

Hutchison has no intention of fol-
lowing the example of some GPRS
operators who had nothing to sell when
they launched. Customised 3G devices,
manufactured by Motorola and NEC,
will be available from Day One. These
handsets will support multimedia
capabilities and allow seamless transition
between 2G, 2.5G and 3G systems.

Equally important will be the core
network infrastructure that will make
the devices work.

“We can look at the infrastructure
behind the handset in two layers,” says
Tucker. “There’s the radio network
which provides the connectivity out to
the handset, and then there’s the appli-
cations platform which ensures that
content can be deciphered.”

The radio network is the connec-
tivity bit — switches, transmitters, fibre-
optics etc. Several vendors have been
chosen to help build the networks,
including Nokia, Siemans-NEC, 186k,
Nortel Networks, Ericsson and
Motorola.

“On top of the network is the appli-
cations platform,” Tucker explains (see
sidebar, p.13). “As we needed to move
fast, we decided to take ready-made
large blocks of software — a billing sys-
tem, the ISP to deliver the content and
so on. We modified these, and then tied
them all together with the EAI
(Enterprise Application Integration)
level. The EAT acts as a highway between
all of these pieces. All the communica-
tions are done across this layer.”

In the past, most of the 2G architec-
tures were effectively one piece of soft-
ware and therefore much harder to
upgrade. However Hutchison’s approach
allows it to quickly build complex func-
tionality by taking significant pieces of
ready-made software and plugging them
together through this standard interface.

“If we decide to deploy a more
sophisticated system, we can remove one
piece and replace it with another with-
out replacing all the pieces,” says Tucker.

Care has also been taken with the
location of base station sites using exist-
ing sites where possible to speed things
up and reduce environmental impact.

Services will embrace content from



many sources and the technical “transla-
tion” work to enable content to be
broadcast to 3G devices has been out-
sourced to the BBC.

“We can save a significant amount
when buying equipment and software
because we’re buying in bulk,” Tucker
adds. “The same goes for content — we
get a good deal because we will bring
large audiences.”

RINGING THE CHANGES

In contrast with the current mobile
market, which is all about a limited
number of packages usually based on
tarifts, 3G will enable person-to-person

ARCHITECTURAL
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O PROVIDE THE BEST

possible customer ex-

perience, Hutchison 3G
has designed an IT infrastruc-
ture that allows complex and
diverse data to be integrated
and processed through a com-
mon platform that is scalable
and flexible.

This platform is comprised of
various software programmes
that “decipher” information
from different sources and are
plugged in to an Enterprise
Application Integration level
(EAI) which acts as a highway
for all communications.

The result is that various
processes and components are
able to communicate with
underlying applications to deliv-
er smooth functionality of the
entire system to the user.

i
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that delivers location-
specific information to

marketing by amassing information on
people’s interests, spending patterns and
physical whereabouts. Lisa Gernon,
Hutchison 3G UK Marketing &
Strategy Director, describes 3G as a
“category shift” in the mobile industry.
“Were not a traditional mobile
company. 3G is about bringing
broadcasting, media and the Internet
into one experience,’ says Gernon.
“Our services will empower all the
senses to give customers a personalised
experience that will reflect their lives.
People are on the move or at work all
day, so it’s about extending their inter-
est throughout the day — everyday stuft

CMG
Unified data and
voice messaging

platform

Autonomy
A search engine

customers

Customer
Relationship
Management

plus everyday exploration.”

Gernon points out that the deals
with the UK Football Premiership will
be the tip of the content iceberg. “This
isn’t just for blokes. A lot of women fol-
low football anyway, but there will be
much more, such as music, games, enter-
tainment and dining information — the
list is endless.”

It is hard to predict which applica-
tions will take off, but crucial to success
will be a sophisticated customer rela-
tionship management system (CRM),
which will provide a marketing edge.
The platform to be used globally is
called E-piphany and is similar to the

ADC
Convergent billing
solution that allows
customers to manage
account finances

Network 365
Secure payment
platform and
electronic wallet
services

aviours

subscribers
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system used by Amazon, the online
retailer.

“We don't intend our devices to be
a mini-TV” says Gernon. “It’s all about
‘snacking’ on the information that you
as an individual are interested in. In five
years time I believe people won’t know
how they managed without 3G. It’s the
natural next step in the evolution of
communications.”

H3G Italy’s Bob Fuller predicts that
3G will open up thousands of new
opportunities. “Italians love TV, fashion,
soccer, and mobile communications,” he
observes, “in fact, Italy is the second
biggest mobile-phone market in Europe
with 87% of its 58 million population

3G-WHiz!

communications are about to

become an everyday reality. Your
3G device will give you the power to
process massive amounts of data in the
blink of an eye — without cables.

Just think: here is a “phone” that will
provide video and audio streaming such
as live news and sports broadcasts, music-
on-demand, multimedia messaging, instant
access to area-specific information,
mobile e-commerce, interactive games
and even remote surveillance.

3G will add an invaluable dimension to
modern life. It will open up a world of
services tailored to suit you, as well as
help you explore the world. It will enable
new, more flexible working practices with
users enjoying access to vital data
whether they are in the office or not, and
it will greatly improve distribution sys-
tems for goods and services.

As 3G is put to work it will unleash a
tidal wave of possibilities. Imaginative new
applications will no doubt emerge, further
enhancing both business and leisure,
adding variety and colour to our experi-
ences and making life simpler and more
enjoyable.

Here’s a glimpse of possible things to
come.

P ERSONALISED MULTIMEDIA

Note: Names and activities depicted are fictitious,
serving only to illustrate possible 3G applications.

using wireless phones. Mobile expendi-
ture accounts for 2% of the GDP”
Ericsson and Siemens-NEC are
building the network for H3G Italy and
the company has a roaming agreement
with the main Italian mobile operator —
Telecom Italia Mobile (TIM) — for
interconnection and site sharing. H3G
has also signed content agreements with
11 soccer teams, which include the win-
ners of the last 10 Italian championships.
H3G Italy is also in the process of
closing agreements with some of its
shareholders, who are major players in
publishing, Internet and new media.
These include CIR, which controls La
Repubblica, HDP, which holds I Corriere

Fun and Games

London art student Emily Jones finds her
3G useful for almost everything.

It’s the perfect tool for staying in touch
with family and friends. She has great fun
swopping “postcards” and cartoons with
them and can even show off her latest
“masterpieces”.

Emily can’t resist the fashion, beauty
and horoscope sections which she’s
bookmarked along with the listings sec-
tion of London’s dance club scene. She
loves the fact that her 3G lets her watch
her favourite music video clips whenever
(and wherever) she wants to — on the
bus, in the park, at her studio. The device
actually tells her when her favourite stars
will be performing in the city, allows her
to buy tickets and alerts her when she’s
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della  Sera, and Tiscali, the leading
European Internet service provider.

3G services will be available in 50
major Italian cities from the last quarter
of this year. Expected coverage will be
45% by the end of 2002 and 80% by
2004. In the meantime, roaming agree-
ments will fill in the gaps.

“Our clear objective is to succeed
with an ‘explosive’ development of the
market,” says Fuller. “We have more fre-
quencies, the best technologies, the best
content and the best human resources to
satisfy our customers’ needs.”

Sweden and Denmark will follow
after the UK and Italy. This, says Hi3G
Access Managing Director Chris

reached her budget limit for the week.

Besides all the fun aspects, her 3G is
also a powerful research assistant, giving
Emily access to a vast inventory of infor-
mation on the Web to help with her art
history research.

“l get the material | want quickly and
with the minimum of effort,” she says.

Emily’s only gripe about her 3G device
is that her boyfriend, Ron, keeps borrow-
ing it to watch football clips and to play
interactive games!




Bannister, will give the company a
chance to learn from the pioneers.

Like its sister companies, Hi3G will
offer top-tier sports content, including
football and ice hockey.

“But the Scandinavian mobile mar-
ket has always been highly sophisticated,
and Hi3G will initially target business
professionals who are not impressed
with hype. In Europe, Scandinavia leads
in PC penetration, Web usage, Internet
banking — they are a very technological-
ly savvy people,” says Bannister.

“There are more m-commerce trials
going on in this region than in the rest
of Europe. There’s a hunger for technol-
ogy which we aim to satisfy by bringing

a keen marketing edge to our services
and delivering real benefit rather than
gimmicks.”

Hi3G and two of its competitors
have created a JV company, 3G
Infrastructure Services, to build a com-
mon UMTS infrastructure outside
Sweden’s major urban areas. This will
significantly cut costs while leaving the
operators free to compete where it
counts — providing content and services.

The full menu of content and appli-
cations has yet to be revealed, but with a
global footprint covering some 170 mil-
lion people, the eyes of the world will be
firmly focused on Hutchisons 3G
launch this year.
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“This is going to happen whatever
the cynics say,” Tucker enthuses. “3G
will improve people’s lives — it
really will.”

Reacting to a presentation by H3G
in May, John Godfray, head of conglom-
erates research at ABN AMRO Asia,
said: “This is a seriously exciting story,
and I can now understand why Canning
Fok told me two years ago this was the
most exciting project he'd ever worked
on. We (the analysts) were gobsmacked
by the whole thing.”

The building blocks are in place, the
customers are out there and it’s almost
time for the show to begin.
— With reporting by Mark Caldwell




