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The global connected car market will be worth €39 billion in 2018 up from €13 billion in 2012,
according to new forecasts! from research firm SBD and the GSMA, which represents the interests of
mobile operators worldwide. Over the next five years, there will be an almost sevenfold increase in
the number of new cars equipped with factory-fitted mobile connectivity designed to meet demand
among regulators and consumers for safety and security features, as well as infotainment and
navigation services. The rapid development of the global connected car market will be driven in
part by positive regional regulatory action in Europe, Russia and Brazil.

Cross-Industry Cooperation

To enable the market to achieve its full potential, the automotive and mobile industries need to
work closely together to deliver scalable, secure, interoperable, ubiquitous and intuitive connected
experiences. For this reason, the GSMA founded the Connected Car Forum (CCF) as a platform for
sharing information between the automotive sector and mobile network operators. It is designed
to enable joint cooperation and foster activities that may not be possible through existing bilateral
business discussions in a timely manner. The CCF is a response to the explicit need, expressed by
both automakers and mobile operators, to remove current barriers and to improve the speed and
take up of telematics and infotainment services.

Cross-Industry Commitment
To demonstrate their joint commitment towards achieving results, many CCF members are laying
the groundwork for connected cars to become ubiquitous. Targets include:

M More than 20% of vehicles sold worldwide in 2015 to include embedded connectivity solutions;

I More than 50% of vehicles sold worldwide in 2015 to be connected (either by embedded, tethered or smartphone
integration);

I Every new car to be connected in multiple ways by 2025.

1 The forecasts cover any system developed by a vehicle manufacturer and fitted at the factory line on passenger vehicles. They do not cover aftermarket solutions that are retrofitted to vehicles after production.
The forecasts do not include telematics offered on commercial vehicles.
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Revenue Opportunity
In revenue terms, SBD estimates the overall market? will be three times larger in 2018 than it was in
2012, comprising:

I €24.5 billion from in-vehicle services, such as traffic information, call centre support and web-based entertainment
(up from £€9.3 billion in 2012);

M €6.9 billion from the sale of hardware, such as telematics control units (up from €1.2 billion in 2012);

B €4.5 billion from the delivery of telematics services, such as customer relationship management, (up from €1.8
billion in 2012);

Il €4.1 billion from the provision of connectivity, such as mobile data traffic (up from €814 million in 2012).
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2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Services €3,466 €5,237 €7,663 €9,336 €11,434 €13,565 €15,765 €18,230 €21,140 €24,526
o TSP €648 €988 €1,446 €1,766 €2,165 €2,572 €2,971 €341 €3,942 €4,535
1 Telecom €328 €470 €637 €814 €1,122 €1,513 €1,997 €2,551 €3,226 €4,052
I Hardware €333 €533 €830 €1,221 €1,689 €2,335 €3,431 €4,630 €5,926 €6,942

These figures, which are based on a comprehensive service-by-service analysis®, represent a revision
of the top-down forecasts in the March 2012 whitepaper, 2025 Every Car Connected: Forecasting the
Growth and Opportunity, jointly published by the GSMA and SBD.

2 These revenues will be spread across the value chain, as some players, such as mobile network operators, can potentially expect to obtain revenues from multiple roles, including: connectivity,
telematics services and in-car services.

3 This bottom-up forecast was built using information collected by SBD for each automaker and each service in every region of the world.
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Embedded systems to lead the way

Using a bottom-up methodology, SBD forecasts that almost 36 million new cars will be shipped
globally with embedded telematics by 2018 - 31% of the total number of cars shipped in that year.
That compares with 5.4 million in 2012. An embedded solution is defined as a system, such as BMW
ConnectedDrive and GM Onstar, in which both the connectivity and the intelligence are embedded
into the car.

The growth in embedded connectivity is likely to be fuelled in part by regulations in the European
Union and Russia making it mandatory for new vehicles to ship with systems that are able to
automatically alert emergency services in the event of an accident. In this case, the advantage of an
embedded system is that it will still work even if the driver’s handset does not have residual battery
or if it is not present in the car. Sales of cars with embedded connectivity should also be boosted

by regulation in Brazil that stipulates that new vehicles are equipped with stolen vehicle tracking
systems that enable a car to be located remotely.

However, there is some uncertainty around these forecasts — regulatory mandates related to
connected cars have already experienced significant delays, and may be delayed further due to
political or technical difficulties.
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[ Embedded 1,522 2,750 4,010 5,440 7,381 9,832 16,095 21,685 30,043 35,941
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W Smartphone 39 98 m 1,938 3,205 5,39 8,915 13,093 17,206 20,975

Smartphones to play a major role

SBD forecasts that almost 21 million of the cars sold in 2018 will be fitted with so-called smartphone
integration systems (18% penetration). In 2012, 1.9 million cars shipped with smartphone
integration solutions, such as Ford Applink or Toyota Entune, which rely on all or some of the
intelligence being hosted on the owner’s smartphone. These systems typically enable the driver or
passengers to view apps running on the driver’s smartphone on a screen in the car and, in some
cases, to interact with these apps via controls in the vehicle. In 2013 SBD expects to see a much faster
growth of standardised smartphone integration solutions, with approximately 1 million MirrorLink-
enabled head-units being shipped globally.
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Tethering to see steady growth

SBD expects 10 million of the cars sold in 2018 to be fitted with tethered solutions (9% penetration),
up from 2.6 million cars in 2012. These tethered systems, such as Mercedes Command, rely on
intelligence embedded into the car, but use the owner’s mobile phone for connectivity. In this case,
apps run using the in-car computer, rather than a smartphone.

Although tethered systems will see steady growth, SBD believes they will be less popular with
automakers than smartphone integration systems because of technical and policy hurdles related to
connecting the handset with the in-car computer.

Note, that some cars may support embedded systems and tethered or smartphone integration
mechanisms. In revenue terms, embedded systems are likely to dominate the sector over the next
five years. They will account for almost 83% of the revenues generated by connected cars in 2018,
according to the new forecasts. Tethered systems are set to generate 10% of the revenues and
smartphone integration systems the remaining 7%.
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Safety and security will be a key driver

Safety and security applications, such as eCall systems that alert the emergency services in the event
of an accident, will be the most common services supported by connected cars, shipping in 41.7
million vehicles in 2018, according to the forecasts, up from 7 million in 2012. In the EU, Russia and
Brazil, the widespread deployment of these safety systems will depend on the implementation of
the aforementioned regulations.
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With widespread popularity of infotainment services

Fuelled in part by growth in the deployment of smartphone integration systems, SBD predicts in-car
infotainment services, such as news, weather, social networking and music streaming, will be very
popular, supported by 32.1 million cars sold in 2018 compared with 4.3 million in 2012.

Growth in navigation services is set to be slightly slower, shipping in 28.5 million cars in 2018,
compared with 5.12 million in 2012, according to the forecasts. SBD expects vehicle management
applications, such as remote diagnostics and maintenance, to be supported by 14.8 million cars
sold in 2018, compared with 5.5 million in 2012. SBD anticipates that these services, which rely on
embedded systems, will not see the same level of demand from consumers as infotainment and
navigation systems.

Built-in support for usage-based insurance programmes, in which drivers pay according to how far
they drive and their style of driving, will see more modest growth, according to the new forecasts.
SBD expects 4.3 million of the cars sold in 2018 to be fitted with these systems, compared with 2.9
million in 2012. This relatively slow growth reflects SBD’s belief that most of these systems will be
fitted after the car has been sold, rather than before the vehicle ships.

Electric vehicles typically ship with embedded systems both to alert the driver to nearby charging
stations and to enable the manufacturer to monitor the performance of this new kind of car. The
volume of connected electric vehicles shipped will rise from 260,000 in 2012 to 1.35 million in 2018,
the study predicts.

On-going work

As it gathers more information, SBD will update its forecasts. There is still significant uncertainty
around automakers’ telematics strategies in emerging markets, such as China, and major new trends
may emerge during the next three to five years.

Still, SBD and the GSMA are confident that the connected car market is on the cusp of rapid growth.
SBD’s new detailed and comprehensive research shows that automakers are gearing up to meet the
strong demand for a wide range of telematics and infotainment services both from regulators and
from drivers.
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Roadmap to Achieving these Objectives
In order to achieve these ambitious goals, the global Connected Car Forum addresses cross-industry
initiatives of international relevance, focusing on:

I Enablers for telematics service deployment (including automotive proof of concept for remotely provisionable
embedded SIMs; demonstrating requirements and capabilities for split-charging and revenue management, as
enablers for innovative business models for telematics and infotainment services);

M Operational improvements (including tethering);
I Business Development opportunities (including big data); and

B Regulatory deployments (including European eCall, Russian ERA-GLONASS, and Brazilian SIMRAV) to facilitate
successful deployment and the uptake of value-add services where possible.

The global players participating in the Connected Car Forum are:

I Mobile operators: AT&T, Bell Canada, China Unicom, Deutsche Telecom, KDDI, KPN, KT, NTT Docomo, Orange,
Rogers, Softbank, Sprint, Telecom Italia, Telefonica, Telenor, Telstra, Turkcell, Verizon Wireless, Vodafone.

B Automakers: Audi, BMW, Chrysler, Fiat, Ford, GM, Honda, Hyundai, Jaguar Land Rover, Mazda, Nissan, Peugeot,
Renault, Toyota, Volvo, VW.

To find out more about the Connected Living mAutomotive project,
visit www.gsma.com/connectedliving.
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