Outlook for Four Major US ILECs

September 2007

•
AT&T will continue to struggle with the costs of putting together three separate, large entities together.  The carrier will be looking to move in more of a fiber to the premises direction.  Behind each DSLAM, AT&T is placing dedicated fibers that can ultimately be extended to individual subscribers.  Many of the carrier’s video customers are employees of the service provider.  There is just not enough capacity on a fiber to the node approach as HDTV becomes more common.  Being a much larger company than Verizon, AT&T is more likely to remain in the residential video business – buying a satellite TV firm is still not out of the question.

(
Verizon is somewhat feeling the effects of the current housing slump and the mortgage industry problems.  There might turn out to be somewhat of a delay in FiOS installations.  Verizon is still looking to sell off major portions of its western incumbent territories.  On the wireless side, Vodafone’s reluctance to reach a deal in selling its portion of the business has resulted in Alltel remaining on the sidelines.  The RBOC will also be turning more of its attention to its IP and long-haul networks in 2008.

(
Qwest’s previous leadership was obsessed with keeping cost down as low as possible.  Telecom Pragmatics expects the new management to be much more aggressive in building out its broadband infrastructure.  There will be huge challenges given the neglect in not adequately upgrading its facilities over the years and in battling off competition that has made substantial penetration into its incumbent territory.

(
The future looks bright for Embarq.  After being the last priority in the original Sprint for a very long time, the carrier is making good progress in constructing a broadband network.  It is very possible that Embarq will become a part of a much larger independent telephone company entity down the road.

Periodically, Telecom Pragmatics will be publicly releasing to the industry short bullet-point summaries of its latest observations and assessments of various sectors of the telecom space.  We are prepared to discuss these viewpoints in much greater detail.  To arrange for a consult, please contact us at 615-460-7470.
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