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Executive Summary

The last two years have seen the in-flight broadband market become
redefined and re-energized. In-flight Wi-Fi deployments have moved HIGHLIGHTS
past the trial stage and are approaching critical mass with XX | = The top ten US airlines have

airplanes deployed by end of year 2010. Significant investment has all begun deploying in-flight
been made in on-board and on-ground infrastructure and now the Wi-Fi.
market will be tested as to whether or not passengers will use the | ., aircellis the market leader.

service. with an expected XX percent

market share by end of year

While usage rates during the free trials associated with service
2010.

launches were strong, paid usage has been disappointingly low.
In-Stat is anticipating service revenues of $XX million in 2010, while | =  Current paid take rates for the
equipment investment alone will approach $XX million. In-flight service are below XX percent.
broadband is at the stage of market development where it must

prove its sustainability through the ability to generate revenues.

Market leaders going forward will not only be those with a large base of installed aircraft, but also the
ability to monetize the service offering. In-flight broadband providers are exploring a variety of revenue
options including access, voice/video, operational, and e-commerce/advertising. There will be a shift in
the market in the coming year from convincing airlines of the need for in-flight Wi-Fi to proving the need
for it through passenger usage rates. This could be the make or break moment for in-flight broadband.

Figure 1. Worldwide In-Flight Broadband—Number of Planes Deployed

XX
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Report Summary

The in-flight broadband market has achieved a remarkable revival over the past several years. Plane
deployments have skyrocketed from just XX aircraft in 2008 to an expected XX commercial aircraft by the
end of 2010. While the installed base of aircraft is approaching a critical mass, the viability of in-flight
broadband will be tested over the next year. Usage of the service has been disappointingly low, at an
estimated XX percent of available seats. How providers respond to current usage challenges could make
or break the future of in-flight broadband. This report examines the in-flight broadband market, offering
unique analysis including:

= Forecast of planes deployed and installation revenues
= Discussion of barriers to usage and possible solutions

= Competitive analysis of leading and emerging in-flight broadband providers including Aircell, OnAir,
Panasonic, and Row 44

= Forecast of connects and usage revenues under several model assumptions

= Analysis of additional revenue opportunities including video and voice services as well as
operational, e-commerce, and advertising revenues

» Forecast of in-flight video (DBS and Internet-based) revenues
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Methodology

This report examines the market for next generation in-flight entertainment (IFE), with a focus on in-flight
broadband services. The emphasis of this report is on market potential, usage, business models, and
competitive analysis for the in-flight broadband market. For the purpose of this report, next generation
IFE services are segmented by access technology (GSM, satellite, air-to-ground) as well as application
(voice, video, and data). The report is global in scope.

Data collection and analysis for this report entailed primary and secondary research of companies
competing in the IFE services, equipment, and management market. The majority of the primary
research conducted for this report resulted from phone briefings and email correspondence with,
primarily, product managers and directors having expertise in this market. Interviewed for this report
were top network operators (Aircell, OnAir, Panasonic, Row 44, ViaSat), equipment providers (AeroSat,
Lumexis) airlines (Alaska, American, Delta, US Airways), and roaming providers (iPass). Secondary
research included analysis of vendor’s product literature, review of company press releases, company
profiles, review of financial filings, whitepapers, as well as examination of underlying market dynamics.

In-Stat’s in-flight broadband forecasts include hardware/installation and usage/revenue forecasts.
Hardware forecasts include total installation cost. Forecasts provide aggregate and annual deployment
numbers. Forecasts are built by leveraging multiple sources including, but are not limited to, supply-
side market research and secondary sources.

©2010 In-Stat All Rights Reserved | http://www.in-stat.com Page 53



[}Stat In-Depth Analysis

~Build It and They Will Come? The In-Flight Broadband Market
——— SKU: IN1004767WS

List of Tables

Table 1. Comparison: CONNEXION VEISUS INOW..........iiiiuiiiiiiiiiiteiiiiiee sttt e sttt e st e e e sibs e e e s sbae e s s anbbeeesannbeeesanneas 9
Table 2. Cost Savings to Airlines: ConNEXion VEISUS NOW..........ccoiiiiiuiiiiieeeeeiiiiiiieeeeee e s s ssissreeseeseesssnnnsneseesesns 10
Table 3. ATG versus Satellite: ProS & CONS .......oii ittt e e e e nibn e s aaneee s 15
Table 4. Aircell Airling Partners: 2Q10........ooiiiiiiiiiieiiieeiieeeeeeeeeeeeeeeeeeeeeeeesaeseeeesasasessssssssssresassrsssrsrsrsrarsrererererareres 19
Table 5. Competitive Analysis: Provider Strengths and WeakneSSeS........cooiiiiiiiiiiiiiiiiiiieee e 26
Table 6.  Wi-Fi-Enabled Devices by Category, 2009—2014 ..........cccoiuiiiaiiiiie i esiiee et sneeeee s 36
Table 7. Parallels to the Hotspot Market and Implications of Similarities ..........cccccceeviiiiiiieiie e 39
Table 8.  Worldwide In-Flight Broadband-Enabled Airplanes and Annual Installations, 2009-2014 ................. 44
Table 9. In-Flight Broadband Equipment Revenues, 2009-2014 (US$ in MillioNS) .......cccceeviiiieeiiiien e 45

Table 10. Worldwide In-Flight Broadband Connects and Revenues: Fee-Based Assumption, 2009—2014 (in
111 o0 = SR UERPR 48

Table 11. Worldwide In-Flight Broadband Connects and Revenues: Amenity-Based Assumption,
00T O (L Y 11T SRS 50

Table 12. Worldwide In-Flight Internet and DBS Video Revenues (US$ in Millions), 2009-2014 ........ccccccce..e. 52

Return to Table of Contents

©2010 In-Stat All Rights Reserved | http://www.in-stat.com Page 55



[7}Stat In-Depth Analysis

Build It and They Will Come? The In-Flight Broadband Market
' SKU: IN1004767WS

List of Figures

Figure 1. Worldwide In-Flight Broadband—Number of Planes Deployed, 2009-2014............cccccceeeeeeiiiinvnnenennnn. 1
Figure 2.  Timeline of Current In-Flight Broadband INItIAtIVES............coiiiiiiiiiii e 8
Figure 3.  Air-to-Ground NetWOrk SChEMALIC .........cccuuiiiiiiie e e e e e e e e e e st b e e e e e e e e e snnrnneees 12
Figure 4.  Satellite NetWOrk SCHEMALIC ..........oiiiiii e e e e e 13
Figure 5. AeroSat RAAOME UNIt........coiiiiiiiiiiiiie et e e e e s s st e e e e e e s s s s e e e e e e e s s snntenereeeeeseansrnnnees 14
Figure 6. COMPELIEIVE IMALIIX .....uvviiiiieeiii ittt e e e e s s st e e e e e s e s st e e e e e e s s s sattaaeeeaeeesasnsbaaeeeeeeesasantsneeeeeeesessssreneees 27
Figure 7.  Impact of Service Suite DEVEIOPIMENL........coiiiiiiiiiiiie et sb e e e 30
Figure 8.  Worldwide In-Flight Broadband-Enabled Airplanes and Annual Installations, 2009-2014 ................. 45
Figure 9.  In-Flight Broadband Equipment Revenues, 2009-2014 (US$ in Millions) .......ccccooevveiiiiiee e 46
Figure 10. Worldwide In-Flight Broadband Connects: Fee-Based Assumption, 2009-2014 (in Millions) ............ a7

Figure 11. Worldwide In-Flight Broadband Revenues (US$ in Millions) and Fee per Connect (US$):
Fee-Based Assumption, 2009—2014........ccceeeiiiiiiuiiiieeie e eeeeiiere e e e e e s e e s re e e e e e e e s s ratarreeeaaeesssnnnnrrereaaaenas 48

Figure 12. Worldwide In-Flight Broadband Connects: Amenity-Based Assumption, 2009—-2014 (in Millions) .... 49

Figure 13. Worldwide In-Flight Broadband Revenues (US$ in Millions) and Fee per Connect (US$):
Amenity-Based ASSUMPLION, 2009—2014.........cccuuiiiiiiiiiie ittt e e annee s 50

Figure 14. Worldwide In-Flight Internet and DBS Video Revenues, 2009-2014 (US$ in Millions) ..........cccceee..... 51

Return to Table of Contents

©2010 In-Stat All Rights Reserved | http://www.in-stat.com Page 56



[}Stat In-Depth Analysis

~Build It and They Will Come? The In-Flight Broadband Market
—— SKU: IN1004767WS

Related In-Stat Reports

#IN1004529WS Wi-Fi in Consumer Electronics: New Devices Discover Wi-Fi, April 2010
http://instat.com/catalog/wcatalogue.asp?id=167#IN1004529WS

#IN0904521WBB Wi-Fi Hotspots: Cellular Handsets and Portable Devices Drive a Market
Renaissance, November 2009
http://instat.com/catalog/wcatalogue.asp?id=167#IN0904521\WBB

#IN1004772WL 4Q09 Wireless LAN Tracker, June 2010
http://instat.com/catalog/wcatalogue.asp?id=167#IN1004772WL

#IN1004776WFT 1H10 Wi-Fi Products Database, June 2010
http://www.instat.com/catalog/dbcatalogue.asp?id=351#IN1004776 WFT

#IN1004788WBB Global WIMAX Subscribers, Base Stations, and Revenues, June 2010
http://www.instat.com/catalog/wcatalogue.asp?id=281#IN1004788WBB

©2010 In-Stat All Rights Reserved | http://www.in-stat.com Page 57


http://instat.com/catalog/wcatalogue.asp?id=167#IN1004529WS
http://instat.com/catalog/wcatalogue.asp?id=167#IN0904521WBB
http://instat.com/catalog/wcatalogue.asp?id=167#IN1004772WL
http://www.instat.com/catalog/dbcatalogue.asp?id=351#IN1004776WFT
http://www.instat.com/catalog/wcatalogue.asp?id=281#IN1004788WBB

	Executive Summary
	Market Structure
	Growth Enablers and Opportunities 
	Growth Inhibitors and Threats 

	Countdown to In-Flight Broadband
	Groundwork Laid for In-Flight Communications
	Connexion: And So It Began…
	From Then to Now: Current In-Flight Broadband Initiatives

	Why Now? Market Changes Since Connexion
	Cost Is a Four Letter Word
	Shifting Airline Perspective
	Competitive Differentiator, Now a Competitive Requirement

	Passenger Demand
	Penetration of Wi-Fi-Enabled Devices
	Familiarity with Wi-Fi Access
	Lower Pricing


	Technology 
	Connectivity to the Plane 
	Air-to-Ground Network 
	Satellite 

	Pros and Cons 
	Passenger Access 
	Access Device 


	In-Flight Broadband Providers 
	Aircell 
	Panasonic 
	Row44 
	OnAir

	Competitive Landscape 
	Airline Contracts
	Cost
	Coverage
	Business Model
	Service Suite
	Partnerships
	Emerging Competitors 

	Service Suite: Leveraging the Network and Driving Revenue
	Video
	Voice
	Content
	Advertising and eCommerce
	Operational

	Airline Perspective
	Regulatory Environment
	Targeting the Audience
	Branding
	Pricing
	Devices
	Access and Billing Partnerships
	Customer Training
	User Type

	Lessons Learned from the Hotspot Market
	Business Models
	Point of Sale versus Wholesale
	Subsidized Equipment

	White Label versus Branded
	Billing Models
	When They Won’t Pay, Alternative Revenue Opportunities

	Forecast
	Airplane Deployment Forecast
	In-Flight Broadband Equipment Revenues
	In-Flight Broadband Usage
	Model Assumption: Fee-Based Model Persists
	Model Assumption: Gradual Migration to Amenity Offering
	Passenger Unwillingness to Pay
	Hotspot Model Influence
	Competitive Pressure


	In-Flight Video Usage Revenues

	Methodology 
	Glossary
	List of Tables
	List of Figures
	Related In-Stat Reports



