The rise and fall of
OTP SMS
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About Mobilesquared

We are the world leaders in messaging intelligence.

We wrote the book on business messaging
intelligence. Literally.

In 2010, our ‘Conversational Advertising’ report
was the first ever produced on the emerging
business messaging sector.
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We've been shaping the conversation around

SinglePoint
messaging ever since.
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Launched 2007. Wrote the first ever report
on conversational messaging 2010. Launched
the Messageverse 2021. Now world #1 in
business messaging intelligence.

Our story in 160
characters...
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The rise of the SMS One-Time-Password
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e OTP SMS traffic peaked in 2022, and had
been projected (as of June 2023) to enjoy
a steady decline as brands sought
alternative channels and means to
deliver mission-critical commmunications.
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The fall of the SMS One-Time-Password*

2208 100
S 20 e OTP SMS traffic peaked in 2022, and now
180B 80 projected (as of Jan 2024) to fall sharply as
1608 brands seek alternative channels and means
v 70 to deliver mission-critical communications.
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*Based on Mobilesquared research up to Jan 2024. Data subject to change



The fall of the One-Time-Password*

2008 e From an OTP SMS traffic peak in 2022,
180B the total number of SMS OTP sent will
oo drop by 102 billion by 2027.

e e Based on the average cost per

international A2P SMS ($0.07076), that is
a revenue drop of $7.23 billion.
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Lost A2P SMS traffic, June 2023 outlook
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/ e Messaging traffic migrating to WhatsApp
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e New "grey" routes emerging:
- SMS offload to P2P WhatsApp
- SMS offload to P2P RCS
- SMS offload to flash calls (?)

N
4—

2.5T e SMS attrition, traffic migrating to identity solutions.
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Lost A2P SMS traffic, revised 2023 outlook*
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e Almost 1 trillion A2P SMS lost to WhatsApp by 2027
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e Almost 650 billion A2P SMS lost to alternative

a
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*Based on Mobilesquared research up to Jan 2024. Data subject to change
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The root of the problem; pricing

Top 40 international termination rates by market 3500 Top 40 international termination rate

increases 2Q-4Q 2023 by MNO

Azerbaijan
Tajikistan
Russia
Madagascar
Indonesia 3000
Libya
Uzbekistan
Sri Lanka
Afghanistan
syria
Palestine 2500
Iraq
Pakistan
Lebanon
Kyrgyzstan

Bangladesh

2000

% change in ITR 2Q-to-4Q

Myanmar
Bhutan
Kuwait
Ecuador
Algeria
Comoros 1 50 0
Tunisia
Senegal
Malawi
Bermuda
Nigeria
iran 1000
Belarus
Jordan
Sudan

Breakdown of 4Q ITR | % breakdown of 4Q
by market ITRs by market

<$0.02999 50 25%

N N

$0.10-50.1999 46 23%

T O T

Kazakhstan
Nepal
Rwanda 500
Zambia
Ethiopia
Egypt
Belize

Oman

I —— 1290.2%

I 766.8%

B 109.8%
N 102.0%
E 98.9%
B 91.7%
H 39.3%
B 3919
N 331%
. 5769
. 57.2%

I 70,39,
I 740,99
I 560,79
I 56309
I 53119
I 5071%
I /5159,
I 350.9%
I 352.1%

N 95.3%

I 294.5%

I 091.2%

I 52.1%

I :9.8%

I 191.4%

I 169.3%

I 169.1%

I 168.4%

I 167.2%

. 165.9%

I 160.7%

I 149.6%

. 132.2%

. 120.7%

. 127.3%

. 126.7%

. 126.5%

N 115.3%

Yemen

o
1 3083.33%

o
=3
F
o
=y
o
o
=y
@
o
S
o
[~
o
=
o
£
@
W

022 024 026

Mobilesquared

Decision ready data

=

Source: Mobilesquared research, Jan 2024



It then comes down to trust

100 % change
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*Based on Mobilesquared research for XConnect, published Jan 2024.
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