





























Nielsen Research & Statistics

/ Top 10 items bought using mobile devices in 2010 (AUD millions)

What are they buying?

Typically, the items bought via mobile

are lower priced items, such as clothing,
books, gifts and music. Conversely, the

top ten overall online purchases are higher
priced items such as airline tickets, financial
products/services, apparels and concert/
event tickets.

Assuredly, there is an apparent desire for
Australians to spend more via mobile, as
respondents indicated a desire to purchase
higher priced products when there is a
facility to do it, with airline tickets at the top
of their list. Australians are seeing mobile
transactions as the way of the future,

with 68 per cent agreeing that they will be
able to use mobile devices for all kinds of
purchases, transactions and payments in
the near future.

Clothing, shoes, accessories

Books Gifts Financial

products/services

Music Tickets Computer
(download) for movies software
Video games, Collectables Baby & child
apps (download) memorabilia related goods

Base: All who use mobile device for online transactions (n=165)

/ A day in the life of an Australian mobile user who uses mobile to make purchases

When and where?

Why?

The research also addressed when mobile purchases are made
compared to other online purchasing behaviour. There are three
obvious peaks of usage times for Australians making mobile

transactions: while in transit, at lunch and at home after dinner.

Convenience is the key reason Australians are using their mobiles to
make purchases with 76 per cent of respondents agreeing that making
purchases on the go and at their convenience were key drivers.
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Security concerns and

lack of user-friendliness

present barriers

Whilst Australian consumers are ready
and willing to use mCommerce more
frequently, security fears and ease-of-
use pose significant hindrances for
more mainstream adoption:

Security

The research highlighted that consumers have concerns with current
security methods in place. Currently 51 per cent of Australians are not
convinced the current security measures for mobile transactions are
adequate. However, with better security, they would be comfortable
to increase their mobile transactions with 58 per cent of Australians
believing that mobile transactions will be a part of their life in the

near future.

Ease-of-Use

Ease-of-use needs to be a key focus for retailers wanting a share

of the mCommerce market. Handset restrictions are of concern to
Australians with 47 per cent, stating they are: "Too small and difficult
to use for paying my bills and transactions.” Furthermore, 38 per cent
of Australians feel totally uncomfortable making mobile purchases
stating: "The internet speed is too slow" and "The screen size of my
mobile is too small.” With the ever advancing pace of technology,

the hardware available to Australians is diverse, however, using a
smaller screen to view something that was designed to be viewed on
a19inch screen is obviously not practical. Simply delivering the same
web experience to all eCommerce and mCommerce users is not viable
and placing the onus on those offering the products and services to
optimise the experience for mobile use.












Mobile phones were introduced by Telstra in 1987, via an
analogue service also known as 1G. Under a more liberal
regulatory telecommunications regime three mobile
operators were allowed and this meant the start of
competition and innovation.

In 1992, Optus launched with a digital mobile service (2G),
followed a year later when Vodafone entered the Australian
market. However, growth in the early mobile phone market
was still rather slow; mainly because of the high price of
handsets. It took several years before affordable 2G handset
became widely available.

In 1997, WAP (also known as 2'% G) was launched,

which allowed internet access from mobile phones. Until
then, mobile phones were only used for making telephone
calls and SMS. When WAP was launched each operator
went on to develop their own 'mobile portal’ At that time

| commented: "WAP=CRAP.” Not necessarily because

the technology was wrong but that the mobile operators
were missing an opportunity to become leaders in these
new developments around mobile applications. Within
this structure content was controlled by the operators

and content providers who wanted to use it for their own
mobile media services had to pay up to 80 per cent of their
revenues to them. This made the business model for most
content providers unviable and by 2007, less than 1 per cent
of mobile operators' revenue came from such services.

In 2007, the mobile internet landscape change radically
when Apple launched the iPhone. Consumers were now
able to bypass the operator portals and access internet
applications via their Smartphones. This was an overnight
success and within two years the iPhone apps market was
bigger than the mobile portal market.

Worldwide, there were approximately 500 portals from
mobile operators and in total they provided about 10,000
applications. By 2009, iPhone apps had grown to more
than 100,000 and today, the total number of mobile
broadband users in Australia will be close to five million.
This clearly shows that consumers were more than ready
for the mobile internet as they took these new applications
like ducks to water.

As aresult, the Australian market is now in a unique
position. Prices are very competitive and in some cases

they can even compete with fixed broadband. Additionally,
broadband politics is creating a level of consumer awareness
unprecedented in other countries. Combined, this makes
Australia one of the world leaders in mobile broadband.

What makes the mobile internet market even more
competitive and innovative is the existence of multiple
operating systems. Apple's closed proprietary system
competes aggressively with Google's open Android system.
Currently more Android handsets are being sold than
iPhones, so within a few years Android-based Smartphones
and apps will dominate the market. This shift is also mirrored
in the apps market; while Apple charges around 30 per cent
for apps revenues, the trend on Android-based handsets

is already moving towards 10 per cent. Such competitive
pricing will lead to a further explosion of mobile based
applications.



Coming from behind, Australia is now at the forefront of
internet connectivity. International companies are currently
ramping up their activities in Australia as it presents an

excellent test ground for innovation.

As such, | call on all Australian businesses to embrace the
opportunity presented by the growing consumer adoption
of Smartphones. The technology is now available to develop
a substantial new revenue channel but business models
must evolve in line with changing consumer behaviours

and needs.

For those who adapt the quickest, the revenue rewards
are massive. Those who wait risk ceding a competitive

advantage that will be very difficult to regain.

"What makes the
mobile internet
market even
more competitive
and innovative is
the existence of
multiple operating
systems”
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"Australia is one of

the fastest growing
international eBay

mobile markets”

eBay.com.au

iPhone, iPad, Android and
Blackberry Applications and mobile website

All web enabled mobile devices

Consumers are quickly challenging
traditional retail models by increasingly choosing to shop through
their mobile anywhere and at anytime. The stats prove this, in 2010,
eBay generated nearly US$2 billion in global mobile sales and that
is expected to double to US$4 billion in 2011. We also know that
Australians love using their mobile to shop! In fact Australia is
one of the fastest growing international eBay mobile markets
and in 2010, they bought over 2.5 million items on eBay using
amobile device.

With such popularity among consumers it's vital that eBay continues to
offer seamless shopping and selling applications across a broad range
of platforms, from the iPad to Android as well as ensuring seamless and
safe payment integration with PayPal. Mobile commerce is growing
both eBay's and its sellers' businesses and it's one of the reasons

we are so optimistic about the year ahead.




DealsDirect.com.au

Mobile website

All web-enabled mobile devices

Mobile Express Checkout

Deals Direct launched
in 2004 as an online department store offering a huge range of
bargains to Australians. Having always understood the importance
of secure and convenient payment solutions, DealsDirect.com.au
has partnered closely with PayPal since its launch. Paul Greenberg,
Co Founder, DealsDirect.com.au, said: "The surge in mCommerce
that we have seen in Asia over the last decade meant mCommerce
was always on its way in Australia and we have kept a close eye on
the opportunity for some time. The time now is undoubtedly right,
we recently surveyed 10,000 of our customers on Facebook to see
what they thought of mobile and the response was overwhelmingly
positive.” Since its launch, the Deals Direct mCommerce platform
has driven a significant slice of overall traffic and is already
significantly driving a conversion in sales. Approximately 80 per
cent of mobile traffic to the site is via the iPhone, with the other 20 per
cent coming from the Android platform, although this weighting is
expected to shift over the year as Android takes off. Paul continued
"Online and mobile go together like hand and glove and we
wanted to offer our customers a quick, safe and secure user
experience - by exclusively offering PayPal on our mobile
website, we have managed to knock so many pages out of
the shopping cart process, our customers can purchase goods
with a simple three clicks. Mobile has already proved a huge
success to us and we have plans to take it further this year,
rolling out a mobile solution for our new deal of the day solution,
Dealme.com.au, launching in April.”

wlsDirect)com.au“

Love a bargain

Webjet
Application
iPhone

Mobile Express Checkout

Webjet is Australia's number one online
travel service and has offered its customers innovative online travel
solutions for the past decade. In 2010 Webjet decided to take its online
solution mobile. Richard Noon, Director of Finance and Technology
at Webjet, said: "We have had our eye on mobile for some time and
with the rapid uptake of Apple's applications for the iPhone and ever
growing consumer demand for mobile solutions, the right forces
had come together for us to make the investment.” In less than six
months since launch, the Webjet app has already had in excess
of 110,000 downloads. Noon continued: "We are seeing a significant
shift in the way our customers are transacting on mobile, compared
to online. With increased flexibility, many customers are now opting
to purchase a one-way flight and then book a return flight on their
mobile at their convenience.” The Webjet iPhone
app incorporates PayPal's Mobile
Express Checkout solution, so
customers can pay quickly, safely and

securely on the go. "I am a firm believer ar: apps were

invented before
the internet,
the internet
would probably
not exist!"”

in the power of mCommerce and its
convenience. If apps were invented
before the internet, the internet

would probably not exist!”
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Event Cinemas, Greater
Union and Birch Carroll & Coyle Cinemas

iPhone & iPad Applications
and mobile website

All web-enabled mobile devices

Mobile Express
Checkout and Mobile Payments Library

Australia's favourite movie destinations Event Cinemas,
Greater Union and Birch Carroll & Coyle Cinemas, are at the forefront
of cinema innovation, being one of the first exhibitors in the world to
introduce movie ticketing on mobile.

In 2009, the company developed the first to market *Pocket Cinema’
application for iPhone and later iPad. The app. is downloaded over
30,000 times per month and allows customers to view movie
trailers, select their seats, buy their tickets and even has GPS
functionality to help them find their nearest location.

The team that built ‘Pocket Cinema' know their customers crave
mobile and aim to make the user experience as safe and user friendly
as possible. PayPal is an ideal partner

for the company as its new transaction

technology makes buying on Pocket

"The app. is
downloaded
over 30,000
times per
month"”

Cinema even easier.

EVENT

Moshtix

Mobile website

All web-enabled mobile devices

Mobile Express Checkout

Moshtix, an Australian online ticketing site,
has always understood that customers demand an 'on the go' solution
when purchasing tickets and has had a live mobile site in operation
for the past two years. With the emergence of new technologies that
improve user experience on web enabled mobile devices, Moshtix
re-vamped and re-launched its mobile website in November. Adam
McArthur, CEO, Moshtix, said: "Since the website re-launched
in November, visits to the site have tripled. We estimate that
mobile transactions will easily account for 10 per cent of all
transactions within the next couple of years.” Moshtix's mobile
website allows users to browse easily through simply formatted
searches and provides a simple, safe, end-to-end solution that
enables customers to find, purchase and receive tickets for events
wherever they are. Adam continued: "We have found that usability
is key - by offering PayPal, we are able to offer customers
an extremely safe and user friendly payments platform that
ensures completing a transaction on mobile is straightforward
and convenient.” Feedback from Moshtix's customers has been
excellent, predominantly due to the sites ease of use. Because the
mobile site contains less data, it is even faster than Moshtix's online
site — a benefit many savvy customers are realising when trying to
buy those in-demand tickets. "Mobile has already proved to be a
great success to us and we have plans in the pipeline to improve the
site that include geotargeting and special 'last minute’ offers. We see
huge potential in mobile and it forms a central part of our business

strategy,” concluded Adam.
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Roses Only
Application
iPhone

Mobile Payments Library

Roses Only is one of Australia's leading
online florists and has run a successful online business for over a
decade. Over the last couple of years, new technologies have driven
a distinct change in consumer behaviour and Roses Only recognises
the need to respond to this, both to meet consumer demand and
to maximise revenues through new channels. James Stevens, CEOQ,
Roses Only, said, "The world is switching to mobile and the
speed in which this medium is moving means the next
generation may not even touch a desk top. We expect mobile
to account for 20 per cent of our sales by 2013." Roses Only
fittingly launched its application for Valentine's Day and since the
app launched, it has already received thousands of downloads. James
continued, "Our products lend themselves perfectly to mobile, for
example, on Valentine's Day, people could order their other halves
flowers from the beach!” Having partnered with PayPal for six years,
Roses Only understands the need to provide its customers with safe
and convenient payment methods,
and with mobile, usability is even
more critical. James continued:
"The world is
switching to
mobile and the
speed in which
this medium
is moving
means the next
generation may
not even touch
a desk top"

“Feedback on the application has
been extremely positive and the 3-4
click process to purchase items has
been a hit. For us mobile is about
usability and trust — partnering
with PayPal enables us to provide
both of these important elements
to our customers.”
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0o.com.au
iPhone Application
iPhone

Mobile Payments Library

As an online only Australian department
store, oo.com.au has access to sound data that informs all of its
business decisions. Over the last six months, oo.com.au has noticed
an increasing proportion of traffic to its website coming from mobile
devices. James Mooring, Marketing Director, oo.com.au, said; "We
have recently seen a 50 per cent increase in our revenues via
the mobile channel. Despite this increase, our data has shown
that conversion is still relatively low, with a large proportion
of customers browsing and not making purchases.” It was this
insight that led oo.com.au to develop both a mobile application for
iPhone, which launched in March. James continued: "It was obvious
that our customers were no longer just using desktops and notebooks
for transactions and we needed to be where our customers are —it's
as simple as that." To increase conversion on mobile, co.com.au
needed to improve usability and optimise both its website and its
product catalogue for mobile, PayPal played a key role in this. "We
know that usability, convenience and security are important to our
customers, which made our decision to offer PayPal exclusively on
mobile an easy one.”
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What is PayPal? PayPal Mobile

PayPal is a secure payments system that lets people make online Features of PayPal Mobile Products:
purchases from a variety of devices, including desktops, laptops and

a wide variety of web enabled mobile devices. With PayPal, customers s .

; ) A . . ecurity
never have to input or share personal financial information with Customers never input or share financial details with sellers
sellers. By entering a PayPal username and password, a transaction
can be completed, making PayPal both a convenient and safe way to
Usability
No cumbersome data entry, just a few clicks and transactions

are complete

pay for goods and services online. A PayPal customer can use their
credit card, debit card, bank account or PayPal balance to

make payments with PayPal.

Integration

Merchants that accept PayPal get paid electronically, in a number of Qe - elplewiant £nd i

different currencies and 35,000 online Australian businesses currently
use PayPal to process their transactions. PayPal is the preferred online

method of payment for Australian consumers with over 3.6 million Just 2 Clicks to Pay
A 'Remember Me' feature, enabling future payments

active consumer accounts. PayPal's advanced security techniques to be made in just two clicks

enable safe online transactions for any online device that is

processing a payment.

PayPal's Mobile Payment Experience

pay wn PayPal

Merchant
Payment Page Login Page Review Page Thank You Page




Mobile Express Checkout (MEC)

Mobile Express Checkout (MEC) is a PayPal product solution that
allows you to optimise your checkout experience for mobile devices,
simplifying and improving the security of mobile transactions. With
PayPal's MEC, consumers never have to input or share their financial
information on their mobile device. Data entry is minimised and the
complete transactional experience is optimised and simplified for
the small screen.

1. Select PayPal
2. Log in with password

Mobile Payments Library (MPL)

Mobile Payments Library (MPL) is PayPal's software library

that allows you to turn an iPhone or an Android application into
fully transactional experience without ever leaving the application
or disrupting the user experience. MPL is easy to integrate and
enables in-app payments to be accepted in a matter of minutes.
Its seamless in-app checkout experience is unsurpassed

in the industry.

MPL is currently supported on iPhone and Android platforms.
It will shortly be available on all other platforms.

3. Confirm funding type and shipping information — complete

MEC is designed to help businesses increase sales and conversion rates
via mobile platforms. For existing PayPal merchants, MEC leverages
existing Express Checkout API, so integration effort is nominal.

MEC is optimised for the iPhone and Android platforms.
It will shortly be available on all other platforms.
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SECURE INSIGHT

PayPal

Visit PayPal's developer website www.x.com or speak to our team on 1800-729725 (1800 PAYPAL) for more details
on how to integrate PayPal's Mobile Express Checkout and Mobile Payment Libraries into your mCommerce solution.
Media enquiries: paypal@edelman.com

PayPal Australia Pty Limited, its Related Bodies Corporate as defined under the Corporations Act 2001 Cth and their employees (“PayPal”) are not liable for, and do not take any responsibility
for, the contents of this report produced by third parties or for any reliance placed by any third party on this report. This does not apply to the content set out in the PayPal section.

We recommend that you contact PayPal to obtain further information about the PayPal service before relying on this report.

PayPal Australia Pty Limited ABN 93 111195 389 (AFSL 304962). Any general financial product advice provided in this report has not taken into account your objectives, financial situations
or needs. Information on how to open an account can be found at www.paypal.com.au. Before deciding to sign-up for or use the PayPal service you should consider the Product Disclosure
Statement, available at www.paypal.com.au
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