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DISCLAIMER

This presentation contains forward-looking statements that reflect the current views of Deutsche Telekom management with respect to future events. These
forward-looking statements include statements with regard to the expected development of revenue, earnings, profits from operations, depreciation and
amortization, cash flows and personnelrelated measures. You should consider them with caution. Such statements are subject to risks and uncertainties, most
of which are difficult to predict and are generally beyond Deutsche Telekom’s control. Among the factors that might influence our ability to achieve our
objectives are the progress of our workforce reduction initiative and other costsaving measures, and the impact of other significant strategic, labor or business
initiatives, including acquisitions, dispositions and business combinations, and our network upgrade and expansion initiatives. In addition, stronger than
expected competition, technological change, legal proceedings and regulatory developments, among other factors, may have a material adverse effect on our
costs and revenue development. Further, the economic downturn in our markets, and changes in interest and currency exchange rates, may also have an
impact on our business development and the availability of financing on favorable conditions. Changes to our expectations concerning future cash flows may
lead to impairment write downs of assets carried at historical cost, which may materially affect our results at the group and operating segment levels. If these or
other risks and uncertainties materialize, or if the assumptions underlying any of these statements prove incorrect, our actual performance may materially differ
fromthe performance expressed orimplied by forward-looking statements. We can offer no assurance that our estimates or expectations will be achieved.
Without prejudice to existing obligations under capital market law, we do not assume any obligation to update forward-looking statements to take new
information or future events into account or otherwise.

In addition to figures prepared in accordance with IFRS, Deutsche Telekom also presents non-GAAP financial performance measures, including, among
others, EBITDA, EBITDA margin, adjusted EBITDA, adjusted EBITDA margin, adjusted EBIT, adjusted net income, free cash flow, gross debt and net debt.
These non-GAAP measures should be considered in addition to, but not as a substitute for, the information prepared in accordance with IFRS. Non-GAAP
financial performance measures are not subject to IFRS or any other generally accepted accounting principles. Other companies may define these terms in
different ways.
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SAFE HARBOR STATEMENT

This presentation contains “forward-looking” statements within the meaning of the U.S. federal securities laws. For those statements, we claim the protection
of the safe harbor for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995. Any statements made herein that are not
statements of historical fact, including statements about T-Mobile US, Inc.'s plans, outlook, beliefs, opinions, projections, guidance, strategy, integration of
MetroPCS, expected network modernization and other advancements, are forward-looking statements. Generally, forward-looking statements may be
identified by words such as "anticipate," "expect," "suggests," "plan," “project,” "believe," "intend," "estimates," "targets," "views," "may," "will," "forecast," and
other similar expressions. The forward-looking statements speak only as of the date made, are based on current assumptions and expectations, and involve
a number of risks and uncertainties. Important factors that could affect future results and cause those results to differ materially from those expressed in the
forward-looking statements include, among others, the following: our ability to compete in the highly competitive U.S. wireless telecommunications industry;
adverse conditions in the U.S. and international economies and markets; significant capital commitments and the capital expenditures required to effect our
business plan; our ability to adapt to future changes in technology, enhance existing offerings, and introduce new offerings to address customers' changing
demands; changes in legal and regulatory requirements, including any change or increase in restrictions on our ability to operate our network; our ability to
successfully maintain and improve our network, and the possibility of incurring additional costs in doing so; major equipment failures; severe weather
conditions or other force majeure events; and other risks described in our filings with the Securities and Exchange Commission, including those described in
our Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 19, 2015. You should not place undue reliance on these
forward-looking statements. We do not undertake to update forward-looking statements, whether as a result of new information, future events or otherwise,
except as required by law.

As required by SEC rules, we have provided a reconciliation of the non-GAAP financial measures included in this presentation to the most directly
comparable GAAP measures in materials on our website at http://investor.t-mobile.com.
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AGENDA

THURSDAY, FEBRUARY 26TH: LEADING EUROPEAN TELCO

13:30 Registration (Deutsche Telekom Headquarters, Bonn)

14:00 Group Strategy

15:00 Costand Portfolio

Transformation

16:00 Coffee Break

16:30 LeadinBusiness (incl. Q&As)

17:15 Superior Production Model

(incl. Q&As)

18:00 Demonstration

Superior Production Model

18:45 Evening Event @ T-Gallery

Best Customer Experience

T. Hottges (CEQ)

T. Dannenfeldt (CFO)

R.Clemens
(Board member for T-Systems)

C. Nemat
(Board member for Europe &
Technology)

B. Jacobfeuerborn
(Group CTQ)

N.J. van Damme
(Board member for Germany)

All dates CET (Bonn); GMT (London)-1h, ET (New York) -6h, PT (San Francisco)-9h

-
-
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FRIDAY, FEBRUARY 27TH: SEGMENTS +FINANCE

08:30 Europe (incl. Q&As)

09:30 Coffee Break

09:45 Germany (incl. Q&As)

10:45 T-Mobile USA (incl. Q&As)

11:45 Lunch

12:15 Finance

13:00 Wrap-Up (incl. Q&As)

13:45 End

C. Nemat
(Board member for Europe &
Technology)

N.J. van Damme
(Board member for Germany)

J. Legere (CEQ TMUS) 1
B. Carter (CFO TMUS)

N. Ray (CTO TMUS)

M. Sievert (COO TMUS)

T. Dannenfeldt (CFO)

a4a

T. Hottges (CEO)
T. Dannenfeldt (CFO)

Live webcasted on www.telekom.com/cmd15

Recordings uploaded to YouTube right after every presentation
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https://www.youtube.com/watch?v=BJMkHVvL2Vk
https://www.youtube.com/watch?v=vZtI5vFzjOc
https://www.youtube.com/watch?v=dSUIOSmHcbY
https://www.youtube.com/watch?v=GoE9vujwOPI&feature=youtu.be
https://www.youtube.com/watch?v=qLkPl1DX7MY
https://www.youtube.com/watch?v=BK707ICKM3M
https://www.youtube.com/watch?v=LHbHDxYJ1K8
https://www.youtube.com/watch?v=dkN9kWvN17c
https://www.youtube.com/watch?v=hWjtgMNop0I
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GROUP STRATEGY

Tim Héttges, CEO
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KEY MESSAGES: DT IS THE LEADING EUROPEAN TELCO!

n Leading European Telco:
Integrated market leader with superior margins and returns.

5o

We strengthen our differentiation by best customer experience and by continuously
investing into leading access networks and our transformation programs.

We are transforming towards a lean and highly agile IP production.

We are self-funding DT’s transformation by disciplined cost management.

We will grow in all relevant financial KPI's (ROCE, Revenue, EBITDA, FCF).

= @ =] e

Our shareholders will participate with growth of dividends following FCF growth
and our prudent debt policy remains unchanged.
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REVIEW 2013-2014
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PERFORMANCE TOWARDS AMBITION LEVEL

DELIVERED/
AMBITION LEVEL 2015 (FROM CMD 2012) ACHIEVEMENTS 2014 ON TRACK

2013 2014
GROUP REVENUES Growing in 2014

Improvement
GROUP FCF (to reach = €6 bn in 2015)

GROUP ADJ. EBITDA Growing in 2014 M

Improvement
GROUP AD). EPS (toreach =€0.8 in 2015) o e

ML
GROUP ROCE o e = 5,.5% I 2015 3.8% [ >°%

SHAREHOLDER REMUNERATION  €0.50 per share €0.50 for FY 13/143

290 &6 & O O

! Pro forma EBITDA 2013, adjusted for changes in the scope of consolidation 2 ROCE 2014 incl. effects from 70% Scout disposal and Verizon spectrum (excl. = 4.0%)
3 Subject to resolutions of the relevant bodies and the fulfillment of other legal requirements  Note: Figures as reported
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STRONG EXECUTION IN BUSINESS & PORTFOLIO

BUSINESS 2013-2015

T | O A ] RS

= Return to organic = Market leadership in Execution Un-carrier 1-8 = Ongoing revenue = MU: TSI 2015+
revenue growth mobile expanded « Stellar customer & transformation launched

= Group EBITDA = Profitable business revenue growth = Consequent cost = MU: Management team
stabilization EBITDA Margin 40% - Increasing customer discipline & margin changes

= Big transformation and = Firstand best truly quality Improvement = TelIT: 1bn spend
network rollout programs converged offer launched Increasing profitability = Strong execution in reduction in internal IT
on track in the market IP migration (2012-15)

. . . . = LTE ramp-up to 265M _

= Execution on financial = High investments: INS roll- covered pops (YE 2014) = Qutperforming compe-

& dividend commitments out & IP migration on track tition on cash contribution
PORTFOLIO 2013-2015
é— MERGER E ACQUI- SALEOF70% MINORITY Foare] A
PCS SITION STAKE BUYOUT CAPITAL PARTNERS BTQ\

~
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WE CREATED VALUE FOR DT SHAREHOLDERS SINCE LAST CMD

TOTAL SHAREHOLDER RETURN SINCE CAPITAL MARKETS DAY 2012

Dec 2012-

STOX STOX o =2STELECOM é A %
Feb 2015 50 Telcos @ kpn = vodafone BT‘ oranse‘“
T-ep
+108%

CMD 2012 DIVIDEND POLICY DELIVERED

FY 2012: €0.70 / FY 2013: €0.50 / FY 2014: €0.50' /

N

! Subject to board resolution and AGM approval
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LEADING EUROPEAN TELCO: KEY HIGHLIGHTS 2014

2014 HIGHLIGHTS

= Germany: Revenue trends improved (-0.8% 2014 yoy versus -1.3% 2013 yoy). Adj. EBITDA Margin stabilized at 40% level.
Improvement in all relevant KPIs: line losses reduced by 25%, Broadband losses stopped. TV net adds +26% (265k), Fiber net adds
(incl. wholesale) almost doubled to 1 million. Successful launch of Magenta EINS converged product with 506k customers.

= US:In US$ revenue grows 20.3%, service revenue grows 17.1% and adj. EBITDA grows 10.3%. 8.3 million customers added.

= Europe: Ongoing revenue transformation - revenue share from growth areas improved to 25% (+2pp), TV (+6%) and broadband
(+6%) customer base continue to grow. Reduction of adj. opex (€-0.6 bn) results in improved adj. EBITDA margin of 34% (+1pp).

= Systems Solutions: First results for “TSI 2015+” achieved. Ad]. opex in market unit reduced by €0.4 billion.

2014 FINANCIAL HIGHLIGHTS GROUP Delivering on dividend policy for 2014:

= Group revenue growth of 4.2% to €62.7 billion 0.50€ per share to be proposed to AGM

= Adj. EBITDA growth of 0.8% to €17.6 billion in line with guidance

= FCF of €4.1 billion in line with guidance 2014 Shareholder return:

= Net profit more than tripled to €2.9 billion Total shareholder return of 11%0 achieved in 2014
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MARKET TRENDS
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CHANGING INDUSTRY’S PARADIGMS

internet of things virtualization data analytics

convergence iexi " i _
self-service gﬁ!,ta"zat'on bandwidth

mix and ma%ch softwarization
Individualization coverage
convenience :
apps it synchroniy hybrid r)_etworks
simplicity stability
open platforms network effects

interoperability Industry 4.0

data is the resource A,
two-sided business model OTT datq analytics ecosystem eemiu

connected data platforms
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MID TERM AMBITION LEV
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MID TERM AMBITION LEVEL

TOPIC MID TERM AMBITION LEVEL' YEAR

GROUP REVENUES

GROUP ADJ. EBITDA

GROUP FCF

GROUP ADJ. EPS

GROUP ROCE

GROUP CASH CAPEX

GROUP ADJ. OPEX

SHAREHOLDER REMUNERATION
POLICY (2015-2018)2

CAGR 1-2%
CAGR 2-4%
CAGR =10%
~€1in2018
ROCE > WACC in 2018
CAGR 1-2%

DECREASE (ex US)

Following FCF growth; min. DPS of €0.50 p.a.

2014-2018

2014-2018

2014-2018

2018

2018

2014-2018

2014-2018

2015-2018

! Based on constant exchange rates (Average €/$ exchange rate 2014 of 1.33) and no further changes in the scope of consolidation  2Subject to necessary AGM approval and board resolution
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» WEBCAST

LEADING EUROPEAN TELCO

w1 - P

Co ST & PO RT FO LI 0 ?&3 7'-: ,hs OVel:View Lm‘;" LWESLEH
TRANSFORMATION e -

Thomas Dannenfeldt, CFO

GROUP
STRATEGY

COST &
PORTFOLIO

KeyMessages LEADIN
BUSINESS

WRAP-UP

SUPERIOR
e
» Cost Gap vs Peer Group « TekT » Track Record m
= Cost Flexibility « Target Costing = T-Mobile US
= Existing & New Programs = Ambitionvs. Baseline - OTE
= Segments « Opex Transformation « EE&BT
= PersonnelEfficiency = Benefits = Future Action
= Multi-Shared-service Center = Indirect Cost Savings
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KEY MESSAGES: CLEAR FOCUS ON VALUE CREATION

n We will increase cost flexibility and close 75% of our cost gap until 2018 by reducing
indirect cost across all segments ex US by €1.8 bn

Thereby we are self-funding our investments into a superior production model which will
deliver €1.2 bn of opex savings

Portfolio Management with ongoing focus on supporting strategy and value generation
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WE WILL CLOSE 75% OF THE CURRENT COST GAP BY 2018
BY REDUCING INDIRECT COSTS EX US BY €1.8 BILLION

COST GAP VERSUS PEER GROUP! (EX US)

€ bn

T ~€(0.7 bn

Network ~€0.4 bn

Sales & Marketing ~€0.4 bn

Customer Management BEESIRE))

Support & Overhead RSP}

~€0.4 bn

Cost gap to Indirect cost  to be addressed
@ Peer' 2014 reduction by after 2018
2018

" Comparison of cost structures DT vs. peer group (=integrated European incumbents) based on reported information; management estimates
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THEREBY WE WILL IMPROVE COST FLEXIBILITY

INCREASE OF FLEXIBILITY BY “VARIABILIZATION OF COST” (EX US) CASH PERSONNEL SPECIAL FACTORS (EX US)

Share of direct and indirect’ cost €bn
[~
=+30%
1.2 1.2
Ambition
~55%-
50%
—_
2011 2014 2018 Early 2020ies 2014 2015 2018

Adj. direct cost (ex US) B Adj. indirect cost (ex US)

! Before capitalization of labor
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WE WILL ACCELERATE EXISTING PROGRAMS AND ADDRESS NEW
POTENTIALS TO CLOSE THE GAP

EXISTING PROGRAMS IMPACTING COSTS ADDITIONAL COST REDUCTION AREAS

TD 2018

Reduce HQ and steering functions

One DT (Europe) I
Optimize shared service centers

'!F"SVStems ﬁ TSI 2015+

Apply strict target costing approach

i - = GHS DBU Next
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ALL SEGMENTS EX US WILL CONTRIBUTE

NET INDIRECT COST' SAVINGS PER SEGMENT (2014-2018)

thdystems

= LT
vt m ..
i GHS & Cons.
€-0.8 bn €-0.4 bn €-0.5 bn €-0.1 bn

v
€-1.8 billion

! Before capitalization of labor 21T spend consisting of Capex and Opex. Split approx. 50/50

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION

LEAD IN BUSINESS

EXAMPLES FOR COST REDUCTION UNTIL 2018

PERSONNEL EFFICIENCY

SYNERGIES: MULTI SHARED SERVICE CENTER

TELIT

HHH

+

APPLICATION OF SYSTEMATIC TARGET COSTING APPROACH
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EXAMPLES FOR PERSONNEL EFFICIENCY -
WE CONTINOUSLY STRIVE FOR BETTER STRUCTURES

T-SYSTEMS MARKET UNIT (CORE TWC') VIVENTO (EXTERNAL ADJ. OPEX)

GERMANY (OVERHEAD)
€bn

2014 2018
~

[ =€-160 mn ]

T TWC with flat revenue assumption for MU Core

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION

€bn
] _30/0 i
3.0 29

2014 2016
~

[ =€-100 mn ]

LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL

~ PERSONNEL EFFICIENCY

€bn
-44% -

0.5
03

B

2014 2018
~

[ =€-240 mn J
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EXAMPLE MULTI SHARED SERVICES - 71 MULTISHARED SERVICE GENTER
SERVICES ACROSS EUROPE CENTRALIZED TO REALIZE SYNERGIES

CONSOLIDATE SERVICES STRENGTHEN EU FOOTPRINT CHANGE TO E2E PROCESSES INCREASE COST EFFECTIVENESS

€ bn  Reduction of adjusted OPEX

- =-25% |
0.6 - -

\ B

2014 2018
= Consolidation of existing functional = Shift from local to European service = Changing from a functional to a = OPEX will be reduced until 2020
services delivery model process oriented organization by approx. 30%
= Establishing one multifunctional = Pooling of operations and expertise = Implementing internationally = Cumulated savings 2015-2020 of
shared service unit in service hubs standardized end-to-end processes €0.7 bn
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EXAMPLE TEL-IT -

TEL-IT

FURTHER €0.4 BN IT SPEND REDUCTION

€ bn

2011

-
—1

2014

2015

2018

2.8
- -0.8
2.0
19 -04
1.6

IT project portfolio optimization - smart prioritization and design | 2011-2014 | 2014-2018
to cost £€bn

IT Retirement: shutdown of legacy applications -0.1
and IT landscape simplification

IT process industrialization - simplification and automation of
processes

[T data center consolidation
IT workplace standardization

European IT factory - grow production outside Germany 0.1
Optimized sourcing - standardize interaction with suppliers

! Capex and Opex. At the CMD 2012 2.7 billion IT Spend in scope for 2011 were communicated. In the meantime additional IT units had been transferred to Tel-IT.

The historical/planned figures have therefore been adjusted accordingly

2 Capex and Opex. Split approx. 50/50

GROUP STRATEGY
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ON TOP WE WILL APPLY A SYSTEMATIC | TARGETCOSTING
TARGET COSTING APPROACH

EXAMPLES FOR SUCCESSFUL TARGET COSTING UPCOMING PROJECTS, E.G.:

€
Focus on direct cost, service All customer facing processes
and network & technology, across Europe reflecting opex of
representing €5 billion opex around €1 billion
and D&A
CMD 2012  Actual 2014 2014 2018 - -
B Spend per household B Spend
= Optimized usage of strategic = Use standards instead of = Optimize sales channels = Optimize horizontal and across
outdoor locations and of existing customized solution - Moving to self service Channels: Customer Service,
fiber infrastructure it : , . Technical Service, Billing &
_ = Utilize cloud infrastructure = Increase architecture efficiency Pavment .
= Reduction of hardware costs to reduce hardware y

in network technology
= Develop only features our
customers value
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WE HAVE PROVED THAT WE CAN EXECUTE

DELIVERED/
AMBITION LEVEL 2015 VS. BASELINE 2012 ACHIEVEMENTS 2014 ON TRACK

= Reduce indirect costs from 449% to 42% of

(0)
GROUP evenues! 43% )
GERMANY = Reduce indirect costs from €9.1 to 8.7 billion' €8.8 billion ﬁ
EUROPE - Reduce indirect costs from €4.7 to 4.4 billion! €4.3 billion ()
) = Approx. € 1.0 billion IT-spend reduction .
TELEKOM-IT (Opex and Capex) from €2.8 to 1.9 billion W sfpreiel w2 ailien ﬁ
GHS = Reduce indirect costs by 4% p.a. -4% CAGR achieved ﬁ

! Netted with capitalized labor
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WE WILL CONTINUE TO DELIVER ON OPEX TRANSFORMATION

ADJ. OPEX 2014 TOTAL COST2 VIEW 2014-2018 MID TERM AMBITION

€ bn

CAGR3
46.2 — = 4-5%
x X : _

-
-
-

-
-
-

= Revenue growth drives

_--"" adj. direct > CAGR direct costs
cost ~1-2%

= New revenues come
with lower margin

Indirect cost reduction

ad]. indirect
cost? 19.3 €-18 bn across all segments ex

US

2014

! Capitalization of labor 2 Before capitalization of labor
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WE WILL BENEFIT FROM THE TRANSFORMATION TOWARDS A
SUPERIOR PRODUCTION MODEL

DIGITAL TRANSFORMATION OF CUSTOMER FACING PROCESSES

v

COST EFFICIENCY & SIMPLICITY

T

i Feo e

ALL-IP TRANSFORMATION PAN-EUROPEAN NETWORK INTEGRATED NETWORK STRATEGY

Annual run rate ad,.
Opex savings:

~€. 1
PSTN migration Centralized, €-1.2 bn
in all NatCos virtualized (steady state in early 2020ies)
architecture and .
production E’ Hybrid access
platforms
PLUG & PLAY TIME TO MARKET BEST CONNECTIVITY

! Gross Opex savings D/EU before any counter effects (e.g. personnel cost increases)
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INDIRECT COST SAVINGS WILL FUND THE INVESTMENT FOR THE
TRANSFORMATION

» e  OPEXAND CAPEX: DIGITAL TRANSFORMATION, IP TRANSFORMATION, BENEFITS STEADY STATE FROM EARLY 20201ES

" PAN-EUROPEAN NETWORK! MR B
€bn illustrative . Sagrie
0.8 = ~€0.7 bn Germany
= ~€0.5 bn Europe
= Functional Areas
N = ~€0.4 bn Technology / Platforms
2013 2014 2015 2016 2017 2018 2019 = ~€0.8 bn Service
CAPEX: INS NETWORK
€bn Capex = Enlarged fiber and LTE footprint and increased
13 bandwidth for customers

= Faster time to market
= Easy to partner

2014 2015 2016 2017 2018

! Excl. special factors. Measure related effects incl. savings. PanNet w/o transport & access. INS Opex in German fixed network also included .
2 Gross measure-related steady state Opex savings early 2020ies GER/EU vs. 2013, after accomplished IP and process-/e-transformation as well as PanNet (w/o transport & access) before any counter effects (e.g. personnel cost increases).
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PORTFOLIO TRANSFORMATION
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WE HAVE A STRONG TRACK RECORD OF DELIVERING

GROW VALUE OF ASSETS

SALE OF NON CORE ASSETS

ACQUISITIONS

&= TMUS

EV +$16 bn
since IPO

&

== T-Mobile UK

&

+£3.9 bn
since JV start!

I

o R\
e o, o° A9
\6@"’ X 12.5x - 18.5x é@w y .
o 7 N S
_/‘ = |
1
Q'\G \(gé '\®0 \‘Gé
o bx - 6.5¢ & 5x 2:9x ~ bx
S 22 %@\O\XJ

B EBITDA Multiple of sale/acquisition

! Reflects increase in Equity Value compared to Broker SOTP valuation prior to JV formation plus dividends received.

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION

LEAD IN BUSINESS

SUPERIOR PRODUCTION MODEL EUROPE GERMANY

o
\<°Q (@O
=, W

%QQO\O 4x
> _ 1

EBITDA Multiple of comparable transaction

7x - 9x
G
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STRATEGY EXECUTION AND VALUE UPLIFT T-MOBILE US

DE-RISKING

IPO through Metro Merger US$ bn M Market Cap

US$ 5.6 billion notes sold

SELF FUNDING

US$ 3.0 billion break-up fee AT&T
US$ 2.5 billion tower sale

US$ 5.5 billion bonds issued

US$ 1.8 billion equity issue

US$ 1.0 billion mandatory convertible

KING MAKER ASSET

Enhanced spectrum position

(AT&T break-up, Metro merger, swaps/purchase from Verizon)

= Scale increased via Metro merger

Fastest growing US mobile operator

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL

26.5

Net debt

I 0,
o1 ———
42.7

15.3 16.6
May 2013 February
2015
EUROPE GERMANY T-MOBILE USA FINANCE

ENTERPRISE VALUE DEVELOPMENT TM US
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STRONG DE-RISKING STORY AT OTE

SUSTAINABLE DELEVERAGING RATING IMPROVED BY 4 NOTCHES (@ MOODYS)'

1. Sale of non-core assets amounting to €1.3 bn

= Telekom Serbia €0.4 bn Ba3
= Globul €0.7 bn B2 B2
= HellasSat €0.2 bn Caal

2. Cash flow generation

2011 2012 2013 2014
MATURITIES OF THE NEXT 3 YEARS COVERED LEVERAGE RATIO IMPROVED TO 0.8X

€bn B Bond Maturities ~ €bn Net Debt OTE Net Debt/Adj. EBITDA
15
_______________________ ; . Cumulated 39
29
0.7 0.7 2.2x
0.4 : 1.0x 1.1 0.8x
0.0 .
Liquidity per 2015 2016 2017 2018 2019 2020 2011 2012 2013 2014
Dec 2014

! Rating currently under “watch down”
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SOLUTION FOR EE COVERS DT’S STRATEGIC GOALS

EVERYTHING EVERYWHERE JV EE AND BT COMBINATION

Merger of #3 and #4 UK MNOs Building a quad-play champion in the UK

JV STRATEGY ACHIEVED ITS FULL POTENTIAL... ... FOLLOWED BY BT/EE TRANSACTION THAT COVERS ALL OF

DT’S STRATEGIC GOALS

= Retained mobile revenue leadership
= Exceeded £3.5 bn NPV synergy target
= Reaching 25%+ adj. EBITDA margin
= Best network and spectrum position

= Strong brand awareness

= Fastest 4G roll-out, widest 4G coverage and fastest 4G speed
across the UK

= Mobile-only converted to leading integrated offering
Best customer experience and best network

Win with partners: Option to join forces with BT

Lead in business

Generation of shareholder value incl. synergy upside

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL EUROPE GERMANY T-MOBILE USA FINANCE 22



OUR FUTURE ACTION WILL BE DISCIPLINED AND FOCUSED
ON VALUE CREATION

M&A POLICY GOING FORWARD
n Europe

= Selective and minor FMC/ICT acquisitions in our core integrated markets, but only for attractive multiples
= TMA and TMNL: mobile attacker strategy
B us
" = Un-carrier strategy
= Continue de-risking, self-funding, king maker asset
H Other
" = Further monetization of assets if more value can be crystallized outside group
= Smaller technology M&A to strengthen business and innovation capabilities
= Minority shareholders: Opportunistic approach, only if economically attractive

n General policy
= No major acquisitions outside our footprint
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» WEBCAST

LEAD IN BUSINESS

Reinhard Clemens, Board Member for T-Systems

1.KeyMessages

2.Market Trends
= Major Areas
= Business Customer Market

4.Strategy2015-2018

BUSINESS CUSTOMER

= Competition
= Mid-Market
= Revenue

= Key Differentiator

LEADING EUROPEAN TELCO

T-SYSTEMMARKETUNIT

= Achievements 2014
= TSI2015+
= Growth Initiatives

= Transform
= Discontinued Activities

= Divisional Setup

[ | I E BN LIFE IS FOR SHARING.

S

TRANSFORM PORTFOLIO

Im‘tlm lﬂl'ﬁ'ﬁll‘-SlLIIIeIEMCYI J

= d | BEST
e INTEGRATED WINWITH LEAD IN
R - CUSTOMER it
= 2 |' IP NETWORKS Sl PARTNERS ‘ SUSIN "

DEVELOPMENT

5. Financial Outlook
= KeyLevers ROCE

6. Mid Term Ambition
Level

= Mid Term Ambition

HOW TO NAVIGATE THIS PDF

GROUP
STRATEGY

COST &
PORTFOLIO

LEADIN
BUSINESS

SUPERIOR
PRODUCT.

MODEL

GERMANY

TMUS

WRAP-UP


https://www.youtube.com/watch?v=dSUIOSmHcbY

LEAD IN BUSINESS

Reinhard Clemens, Board member for T-Systems
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KEY MESSAGES

n DT Group “Lead in Business” initiative will tap the significant growth potential of the B2B
market.

Best networks, scalable platforms, security and outstanding cloud experience
differentiate us in the market.

TSI 2015+ as a radical paradigm shift;
= focus on profitable growth areas
= massive reduction of production costs
= discontinuation of unprofitable business

Market Unit (MU) will grow external revenues above market growth.

TSI: self funding entity after 2016; MU: adj. EBIT of ~7% by 2018.
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MARKET TRENDS
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CUSTOMERS EXPECT OUR SUPPORT IN THREE MAJOR AREAS

< il By 2015 the world’s mobi

anon \O
A Nilo :a'ted dve ' worker population wil|
oo g?“ga‘a i reach 1.3 bn or 37.2% of
xob‘% G cne) the total workforce. (IDC)
201>

70% of financial se

rvices

and manufacturing
customers have already

invested in SaaS.

GROUP STRATEGY

(Gartner)

95% of ClOs indicated
they would source aj|

79% of German employees yse
a mobile device (Notebook

Tablet, Smart
’ phone) f 1
work. (BITKOM) )for their

COST AND PORTFOLIO TRANSFORMATION

AQClo their critical apps in the

10
é?; " ceat cn) cloud by 2020. (Gartner)

CLOUD &IT
le TRANSFORMATION

b
v

DIGITAL BUSINESS
MODELS

o

SEAMLESS INT’L TC

()

LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL EUROPE GERMANY T-MOBILE USA FINANCE

Guidance for the transformation of legacy IT @
into the cloud environment B SBB CFF FFS
SME’s demand easy to use cloud

products with transparent pricing models Ko|N[E

Interactions are increasingly based on digital exchanges -
e.g. platforms, social media, eGovernment DAIMLER
Customers expect solutions for digital businesses iti

— M
Hafen Hamburg

Globalizing customers from SME to MNC {:} bp
expect seamless international TC offerings

Customers expect internationally integrated
fixed/mobile services e-on



THE BUSINESS CUSTOMER MARKET GROWS IN ALL SEGMENTS

EUROPEAN B2B MARKETS (ADDRESSABLE)

Marketvolume  |CT MARKET THEREOF: THEREOF: THEREOF:
€bn EUROPEAN CLOUD MARKET DIGITAL BUSINESS! INTERNATIONAL TC?
- CAGR +2.9% - 'CAGR +21.4%
- 219 'CAGR +24.8% " ' CAGR +3.2% |

INET

2014 2018 2014 2018 2014 2018 2014 2018

Source: Market Model 2014 based on PAC, Gartner, IDC et.al;  'e.g.: M2M, eHealth, Connected Car, Big Data; 2 e.g.: VPN Services, Unified Communication Services, Ethernet Services
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STRATEGY LEAD IN BUSINESS
2015-2018
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OUR STRATEGY

LEADING EUROPEAN TELCO

INTEGRATED CUS'?TEC?I\;ER WIN WITH LEAD IN
PNETWORKS il S T PARTNERS BUSINESS

TRANSFORM PORTFOLIO

y EVOLVE FINANCIAL TARGETS & EFFICIENCY

ENCOURAGE LEADERSHIP & PERFORMANCE DEVELOPMENT
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BUSINESS CUSTOMERS REPRESENT A SIGNIFICANT SHARE OF DT’S
REVENUES

REV. BY CUSTOMER SEGMENTS 2014 COMPETITIVE ENVIRONMENT (REV. 2014')

DT Group Revenue: €62.7 bn € bn (rounded) I Global Players

Pan European Player
Offshore Specialists

44

Wholesale

US 36% B2B

€14.5 bn

B2C

nizant

D
ata Gl I

AT&T Fujitsu  HP Alos
BC Serv.

Cap BT(J COQ'] TCS
OBS

0sys Wépro IT

IBM
GS erv.

12014 Revenues for HP Services estimates by financial analysts. Revenue for AT&T BC, BT (GS+BT Business) and OBS include only IT & wireline services for Business Customers.
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HIGH MARKET POTENTIAL ESPECIALLY IN MID-MARKET IT

Business cust.

DT-Europe

LEAD IN

BUSINESS

Multinational

A

Europe —*

Companies
T-Systems MU

“Mittelstand”

! External Revenues DT Group

GROUP STRATEGY

COST AND PORTFOLIO TRANSFORMATION

Germany

LEAD IN BUSINESS

T-Deutschland GK

SUPERIOR PRODUCTION MODEL

42% TC

EUROPE

€5.7 bn

95%
1C

GERMANY T-MOBILE USA

DT EU

€2.8 bn

90%
TC

FINANCE

SPLIT OF TC AND IT REVENUES 2014 PER SEGMENT!
TSIMU

€6.0 bn

1



GROUP INITIATIVE “LEAD IN BUSINESS” TO BOOST THE B2B REVENUE
INICT

4 ] oreu A Bl svemeronr

Strengthen B2B in Europe: German Mid Market initiative: T-Systems 2015+:

= Focus on Fixed + Mobile + Cloud service = Nationwide sales and service presence = Transformation program incl. new set-up
offers & bundles - One-stop-shop product portfolio including with 3 divisions: IT, TC, Digital

= International product launches: Cloud VPN, customized bundle offers = Group wide initiative to strengthen the
M2M best-coverage = Focus business initiatives: [T Cloud, M2M, Int’l TC Business

= Establish innovative G2M and partnership Deutschland LAN = Growth focus on digital innovation areas
programs like Cloud, Big Data, M2M

TARGET: TARGET: TARGET:
ICT REVENUE GROWTH >12% +€0.4 BN IT REVENUE IN SME = 3% REVENUE? CAGR IN TSI MU
IN EU (CAGR UNTIL 2018') (UNTIL 2018 IN GERMANY) UNTIL 2018!

"CAGR 2014-2018 2 External + DTAG
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KEY DIFFERENTIATORS OF DEUTSCHE TELEKOM GROUP

Public Cloud
Automotive Partnership with
Best network in Leader: Salesforce, Cisco,
o liale GER ~1 mn cars on Microsoft
Customer -3 _
: . «» | con.car platiorm 3 | Private & Public
>1500 Security satisfaction at - £ 3 | cloud DC
Most trusted specialists 84pts. TRI*M Index ‘S | Technology £ _ according o
brand acc. to : | in2014 + | leaderin CEE = | Home automation G 4
Allensbach > | Cuttingedge 2 € | with PanNet and with Qivicon ermandata
Security R . *:E; managed security S | (TSI) S| privacy regulation
B 28?2” y nepor S | services 1S4 o
= @ 1 (Experton)

BEST SEAMLESS OPEN,
TRUST, SECURITY, RELIABILITY CONNECTIVITY INTEROPERABLE PLATFORMS
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T-SYSTEMS MARKET UNIT
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WHAT WE PROMISED IN 2012 AND WHAT WE ACHIEVED -

IMPROVED EBIT & ALL TIME HIGH CUSTOMER SATISFACTION

REVENUE GROWTH MU

— DETAILS REVENUE GROWTH MU

ADJ. EBIT MARGIN MU

CUSTOMER
SATISFACTION

TELIT

! Sale of ICSS, GNF, TS Czech, TS ltalia, Sl France & F/X effects

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION

= Above market growth (2% CAGR
expected, starting from €7.8 bn)

€ bn - Discontinuation *

‘Deconsolidation'

7.8 7.1 6.9
YE 2012 YE 2012 YE 2014

= Around 4%

= Maintain TRI*M Index above

peer average and >70 points

= €1 bn T spend reduction

until 2015

LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL

= €6.9 bn (€-0.9 bn)

- 2.3% (+0.9 PP)

= 84points (+8 P)

= Reduction by €-0.8 bn

EUROPE GERMANY

AMBITION LEVEL 2015 DELIVERED/
(FROM CMD 2012) G BHANEA S EIL ON TRACK

2 O

T-MOBILE USA FINANCE
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CHANGE OF REVENUE MIX AND INCREASED PROFITABILITY ARE THE
KEY ELEMENTS OF TSI 2015+

TS12015+ TRANSFORMATION PROGRAM

€ bn

T-SYSTEMS MARKET UNIT . CAGR +3%
69
o -

= Grow: Invest in non-labor intensive, virtualized services, e.g. M2M,

platform business, Dyn. Workplace, Cloud
= Transform: Massive reduction of production costs by increasing

“Buy”-share, e.g. via partnering
= Stop: Discontinuation of unprofitable business with focus on STOP M 300, I

countries, contracts and portfolio elements 2014 2018
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GROW: INITIATIVES HAVE ALREADY REALIZED
SIGNIFICANT GROWTH

SELECTED EXAMPLES GROWTH 2014 REV. AMBITION 2014-2018

ﬁ@\' = Partnering for cloud related services
(e.g. Salesforce partnership) +€300 mn
. . : : Revenue
= Private cloud offering: Dynamic Services
Revenue 2014
ﬂ = Push new security portfolio: FireEye, CleanPipe Enterprise, €2.5bn
DDoS Protection +€36 mn :
= Launch of new products at CeBit 2015, Revenue
e.g. Cyber Defence for “Mittelstand” CAGR 13%
|
~ = Cloud based workplace } Eicsnrzg Revenue 2018
~€4.0 bn
—_—
-~ = Push program TC international started +€30 mn
= Dynamic Services for Unified Communications Revenue
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TRANSFORM: MEASURES IN CLASSIC ICT
BUSINESS IMPROVE PROFITABLITY

SELECTED EXAMPLES

o

|:_i|.

GROUP STRATEGY

= Reduction of workforce via automation,

partnering and efficiency gains

= Radical reduction of data center locations

= Concentration of global service production

= Deliver more services from near- or offshore locations

COST AND PORTFOLIO TRANSFORMATION

LEAD IN BUSINESS

VvV VvV VvV v

SUPERIOR PRODUCTION MODEL

6% MU total
workforce
reduction (nat.)

18 data centers
closed since 2012

€~10 mn
effecton EBIT

+ 8%
OS quota
since 2012

EUROPE GERMANY

RESULTS 2014 REV. AMBITION 2014-2018

Revenue 2014
€3.7bn

CAGR -2%

Revenue 2018
~€3.4 bn

T-MOBILE USA FINANCE 18



STOP: DISCONTINUED ACTIVITIES IN 2014

SELECTED EXAMPLES RESULTS 2014 REV. AMBITION 2014-2018

/
/ = Partnering for labor intensive services (i.e. Field Service) e d;sc?i(t)):'—rlfiel q R 2014
rather than keep own organization: Sale of IDS Servi ) evenue
ervices €0.6 bn
= Action plan for every inefficient customer contract: 22 contracts CAGR -22% S
22 contracts optimized, 26 in the process until YE 2015 optimized - -
@ 5 LBU optimized: Revenue 2018
= No loss making local business unit (LBU) from 2016 Italy, France, ~€0.2 bn
onwards Belgium, Japan,
Singapore
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DIVISIONAL SET UP AS NEXT STEP OF OUR TRANSFORMATION

TSI 2015+ T-SYSTEMS MARKET UNIT

TC IT DIGITAL

DIVISION DIVISION DIVISION
STOP R ¢

P. Molck-Ude F. Abolhassan A. Bronder

Business objective: Business objective: Business objective:
= New structural set up _ _ _
. . Grow international TC Grow dynamic IT Grow platform based
= Implementation of divisions in order to focus on core . . .
: - : services services business
business and specific customer requirements .
= [P VPN solutions = Dyn. Workplace = Health &

= End-to-end and P&L responsibility for each business
segment

= Infrastructure security = Dyn. Hosting Connected Car

services - Dyn. Services for SAP = Industry 4.0
= FMC bundles = Cloud partnering
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FINANCIAL OUTLOOK
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T-SYSTEMS: KEY LEVERS FOR ROCE IMPROVEMENT ADDRESSED

REVENUE GROWTH
€bn | CAGR>1% |

B

2014 2018
MU CAGR: ~+3%
TEL-IT CAGR: ~=6%
EBIT ADJ.
€bn | CAGR 43% |
/
197 '
2014 2018

! Restructuring 2 Adj. EBIT margin

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION

(CASH) CAPEX

€Db
OPERATING ROCE " ' CAGR-6%
1.2

2014 2018
SPECIAL FACTORS (EBITDA)'
2014 2018 €bn
- CAGR-25% |
- &S
07
0.5
0.3
LI

2014 2015 2018
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MID TERM AMBITION LEVEL
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MID TERM AMBITION LEVEL

MID TERM AMBITION LEVEL YEAR

REVENUE TSI >1% CAGR expected 2014-2018
REVENUE MU Above market growth 3% CAGR expected 2014-2018
QUALITY MU Maintain TRI*M index above peer average at current levels of 84 points 2018
ADJ. EBIT MARGIN TSI Around 6% 2018
ADJ. EBIT MARGIN MU Around 7% 2018
ADJ. CASH CONTRIBUTION TSI Positive from 2017 2017
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» WEBCAST

N

SUPERIOR PRODUCTION MODEL "\ isoverse,

Claudia Nemat, BM for Europe & Technology
Bruno Jacofeuerborn, Group CTO

ALL-IP

= Oldvs New

= Country Overview

PANNET

« Target2020+

= Differentiation

= PannetArchitecture

= Physicallnfrastructure

= Local Product Configuration
= Cloud TV, Gaming

= NextGeneration VPN

is hyperlinkeg

INTEGRATED NETWORK

STRATEGY

= Ambition2015-2018

= Mobile Evolution

= FiberEvolution

LEADING EUROPEAN TELCO

WINWITH

| EXPERIENCE ERIIEO: |

TRANSFORM PORTFOLIO

GROUP
STRATEGY

EVOLVE FINANGIAL TARGETS & EFFICIENCY |

e

COST &
PORTFOLIO

LEADIN

BUSINESS
= Benefits for Customer
Experience SUPERIOR
) ) ) PRODUCT.
= Financial Benefits MODEL
= Our Commitment 2018

Demonstration

GERMANY

TMUS

WRAP-UP

HOW TO NAVIGATE THIS PDF


https://www.youtube.com/watch?v=GoE9vujwOPI&feature=youtu.be

DT SUPERIOR PRODUCTION MODEL 7

Claudia Nemat, Board member for Europe and Technology
Bruno Jacobfeuerborn, CTO
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FIBER EVOLUTION CONTINUES £

FIXED

H
)’.\ FTTH 1000+ Mbps
- /
- 4
Fiber \dp1 N FTTdp'/FTTB - G.fast upto 500 Mbps Lot ¢
» =
g a P Y\ FTTC - Super VDSL-Vectoring with more than250 Mbps ~ (__="17
" - FTTC - VDSL-Vectoring up to 100 Mbps
VN
CO r.\ ADSL2+ up to 16 Mbps
0
Fiber Copper

! “Distribution Point”, so far not part of the Telekom access network
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SUPERIOR PRODUCTION MODEL DRIVING CUSTOMER
EXPERIENCE

ALLIP J PANNET n

Examples

BROADBAND ON DEMAND CLOUD TV & GAMING HYBRID ROUTER
CLOUD VPN

= Plug & play = Perceived “Zero” latency = Boost bandwidth
= Self service solutions = Products introduction in in fixed and mobile

- Instant provisioning of a few weeks across entire footprint networks for even better customer
experience

new features
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DEMONSTRATION

K 0
ALL-IP MIGRATION HYBRID ROUTER UPGRADED STREET CABINET BNG + INSTANT PROVISIONING

| Y 1F J| _,'
.‘ \II"I ;

I ;m[

i . 'r_,'_ Iﬁl

= Factor of miniaturization: 2,600x = Significantincrease in down- and = VDSL-Vectoring rollout = Simplification of network
= New IMS rack vs. legacy upload speed = Upgraded street cabinet with new architecture
PSTN/ISDN cabinet = Bonding of fixed and mobile active technology (MSAN) = Instant provisioning enhances
connectivity complementing the old passive customer experience
patch board
Presented by: Presented by: Presented by: Presented by:
Claudia Nemat, Board member for Bruno Jacobfeuerborn, Group CTO  Guido Menzel, Head of Network Bruno Orth, Head of Network
Europe and Technology Engineering Germany Architecture Germany
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» WEBCAST

Y

E U RO PE ;@ Th': OVerview

: is :
Claudia Nemat, Board Member for Europe and Technology Yperlinkeq
1.KeyMessages 4.Strategy2015- 2018 = Leading European Telco

= Overview
- Cost Savings, Technology P CUSTOMER WIN WITH LEADIN
= Cash/EBITDA Performance NETWORKS B EXPERIENCE PARTNERS BUSINESS
3. Market Trend - LTE/Fiber - Differentiator - Partner - B2B20
. Mar etiren s. Rollout = Digitalization - GTS
= Wlacroeconomics, - Production . Integration
Regulation, Competition Model _lE_?/ampIes
= Spectrum Investments ]
Special Topics: TMNL & TMA Wholesale Deals

[ | I E BN LIFE IS FOR SHARING.

5. Financial Outlook
= Value oriented

= Investments

= Cost Tranformation

= Long-Term Cost
Transformation

= KPI's

6. Mid Term Ambition
Level

= Mid Term Ambitition

HOW TO NAVIGATE THIS PDF

GROUP
STRATEGY

COST &
PORTFOLIO

LEADIN
BUSINESS

SUPERIOR
PRODUCT.

MODEL

GERMANY

TMUS

WRAP-UP


https://www.youtube.com/watch?v=qLkPl1DX7MY

X’,q

EUROPE & TECHNOLOGY b

Claudia Nemat, Board member for Europe and Technology
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KEY MESSAGES

Leading European Telco: We are the first operator to move to a superior, pan-European
all-IP production model, based on our TECHNOLOGY LEADERSHIP,

Creating BEST CUSTOMER EXPERIENCE with the differentiator “trust”, “best seamless

YW

connectivity”, “simple and personal’.

Making us more agile than our competitors, and resulting in a SUPERIOR FINANCIAL
PERFORMANCE:

a. Radical indirect cost savings
b. Superior cash performance compared to peers
c. Increasing op. ROCE

GROUP STRATEGY COST AND PORTFOLIO TRANSFORMATION LEAD IN BUSINESS SUPERIOR PRODUCTION MODEL EUROPE GERMANY T-MOBILE USA FINANCE


















































http://www.google.de/url?url=http://aws.amazon.com/solutions/case-studies/spotify/&rct=j&frm=1&q=&esrc=s&sa=U&ei=DkvjU-XmKYP3OuCXgYgB&ved=0CBoQ9QEwAg&usg=AFQjCNFM9yNYbZgVj_j_TSNSZE_OqmMnLg
http://www.google.de/url?url=http://www.shinyshiny.tv/2011/09/new-facebook-european-app-partners.html&rct=j&frm=1&q=&esrc=s&sa=U&ei=xEvjU96HBoq1PcS9gbAH&ved=0CB4Q9QEwAw&usg=AFQjCNEYXSrzhdMdziitRky3fxWWh1ihEw
http://www.google.de/url?url=http://www.magisto.com/media&rct=j&frm=1&q=&esrc=s&sa=U&ei=5C7jU7KsJMjWOc-OgYAH&ved=0CBYQ9QEwAA&usg=AFQjCNESHbGj-gP_WPgTyOLCtVJSebyoWA





































MID TERM AMBITION LEVEL

TECHNOLOGY
LEADERSHIP

BEST CUSTOMER
EXPERIENCE

SUPERIOR CASH
PERFORMANCE

"In integrated footprint

MID TERM AMBITION LEVEL YEAR

Start of PANNET implementation, migration of first platform 2015
All-IP Transformation: All integrated NatCos 100% IP-based 2018
Next generation accesses: 75-95% LTE pop coverage and 2018

FTTx for =50% of households' with at least 100Mbit/s

Realization of customer experience initiative “eTransformation”; between 30% 2018
and 99% eService share in our NatCos

Implementation of innovative FMC & TV experiences; €0.6 bn pay-TV revenues 2018
Continuation of revenue transformation: 38% of revenues with pockets of growth 2018

Stable Adj. Cash Contribution #+0.5% CAGR 2014-2018
Reduction of indirect cost by €0.4 bn 2018vs. 2014
Op. ROCE improvement by almost +2%-pts 2018vs. 2014
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OUR SHAREHOLDERS WILL PARTICIPATE INGROWTH DENNENN

FREE CASHFLOW DT GROUP!

€ bn

DIVIDENDS FOLLOWING FCF GROWTH?
€

' CAGR=10%

l
4.1 }

2014 2018 20143 2015 2016 2017 2018

Minimum
~ 050

Note: Pension funding and spectrum investments will have
no impact on our dividend policy

! Before spectrum investment 2 Subject to necessary AGM approval and board resolution 3 Columns are referring to the expected dividend per share for the respective financial year (with payout the year after)
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WRAP-UP

Tim Hottges, CEO
Thomas Dannenfeldt, CFO
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WEBCAST

KEY MESSAGES: DT IS THE LEADING EUROPEAN TELCO!

n Leading European Telco:
Integrated market leader with superior margins and returns.

2

We strengthen our differentiation by best customer experience and by continuously
investing into leading access networks and our transformation programs.

We are transforming towards a lean and highly agile IP production.

We are self-funding DT’s transformation by disciplined cost management.

We will grow in all relevant financial KPI's (ROCE, Revenue, EBITDA, FCF).

@ @ =] e

Our shareholders will participate with growth of dividends following FCF growth
and our prudent debt policy remains unchanged.
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