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Turbulence Fallout
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e Accelerating price competition
e Viarket capitalization decline

e |[ndustry Consolidation

e Bankruptcies




Suppoi

Péerspective:
10 Years of Change in One Year
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Perspective:
The Mess \We Have Created
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e Competing for the
same customers

- 3G licenses’

= Broadband

« Elat text Internet

e Non-interoperable devices

e | ack of nhew ,applications




Perspective:
We Have a Dilemma
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Our pastinvestments
are not profitable

We need new.iﬁ,f\/_estments
to generate growth

Since our past investments are
not profitable, we stop investing




— Business the old way
= S gone forever




The Network Ahead:
Knowledge Economies

The,mw:dEconomies are -
__Dependent on Information Technology

N
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nnecting Everyone, Anytime
and Anyplace in the World




The NetwonkiAhead: |
Build-Out Around the World
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The Netwoerk Ahead:
VValue of Internet Connections
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Commerce
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Information

Digital Media
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The. Netwerk Ahead:

Internet Growth In the Enterprise
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Sources: IDC 2002 and ICG Market Analysis
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Merging of
computing and
communications
in every device
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The Network Alvead:

Merged Computing.and Communications
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= Wireless, laptops

s Cellular voice + data

e Softswitch&‘

 Media Gateways

e Radio on a chip
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The"Network Ahead:
Opportunities, Everywhere
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e Long haul

 Metro

e FTTHI ™
- DSL

e \Wireless
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Growth Imhibitors:
No New Spending. Unless New Revenue
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4 Proces

ROIC IS the CH{_rent focus




Growth Inhibitors:
Delivering Customer Value

Protocols;

0- .

Software

Usage
Models
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Growth Iglhhibitors:
Broadband

.

- Broaﬁh@g needs to "
become a priority

- We need real broadband

 Risk and reward
must be In balance
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s Jlechnical Selutions

= Fair use rights

‘ & Buéiness Models

e Government support




Growth Inhibitors:
Cost Effective Infrastructure

VIERC)ICORE

Interoperability
ACECESS / EDGE 10X Cost

g— Reduction
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ENTERPRISE /HOME /_F|6Xibi|ity

erorviarket
Simplicity
Ease of Use <gg.

Cost
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a:-—i_ = Customer value
. and cost effective
infrastructure
equals ROIC
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Mother I}Iature
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1970-80s Today

Computer
Industry




- Future

Computer
Industry

Comm.
Industry




Communications Innovation:
Silicon Technology

mMicopauctc
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= 90nm technology

‘ I erfor

fco‘ [M EMS

<'Flash and
" “logic integration
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Communications Innovation:
Standards, Based. Architecture
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e Opticallmodules e

e Ethernet

s Network processing

- Advanced!Telecom
Compute Architecture

e \Wireless handsets

e Performance primitives
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Communms InNnovation:

Solutions

-

Support &
Installation

Distribution &
Services

Appliances

Applications
Intel pp

BUIldlng Developer |ndUStI’y
SIS Partners
Blocks

O/s

Server Hardware

Boards &
Firmware

Silicon




vation leads
= t_o reinvention







