Executive Snapshot Case Study: AT&T

This snapshot gives a clear, streamlined overview of AT&T Inc. (T). It highlights our main
investment thesis and the most important insights for investors. The goal is to provide a quick
reference point that captures the essence of our contrarian perspective, while outlining why we
believed AT&T represented a strong opportunity in the telecommunications sector.

Company Profile at a Glance:

- **Name:** AT&T Inc. (T)

- **Ticker:** T (NYSE)

- **Sector:** Communication Services

- **Core Business:** A leading telecommunications and media company providing wireless,
fiber-based broadband, and legacy voice services to millions of U.S. consumers and
businesses.

- **Key Segments:** Mobility, Broadband, Latin America.

Our Investment Stance: BUY

- **Entry Price (Jan 2, 2024):** $17.00
- **Price Target:** $21.30
- **Implied Upside:** ~25%

1. Recommendation Rationale

We maintained a BUY rating on AT&T (T) based on our conviction that the market was
fundamentally mispricing the stock. In our view, investors were overlooking three key factors:
the successful execution of a multi-year deleveraging plan, the hidden growth engine within its
fiber broadband expansion, and the distinction between a company burdened by past mistakes
and one that had returned to its core competencies.

We saw AT&T not as a bloated legacy operator, but as a cash-generating telecommunications
staple well-positioned for a meaningful re-rating as its financial story improved.

**Core Contrarian Arguments**

**Deleveraging as a Path to multiple Expansion**

Where consensus often treated AT&T’s high debt load as a permanent anchor, we believed its
aggressive free cash flow prioritization towards debt paydown was a powerful catalyst. This
disciplined capital allocation was steadily de-risking the balance sheet, reducing interest
expense, and paving the way for credit rating improvements. In short, debt reduction was not
just a financial goal—it was the key to unlocking a higher valuation multiple.



**Unlocking Hidden Value in Fiber**

The market tended to value AT&T as a single, slow-growth entity, missing the differentiated
growth within its broadband segment. Our analysis highlighted significant value in Fiber—a
critical, future-proofed infrastructure asset gaining share in a high-demand market. This hidden
growth engine, coupled with a stable wireless business, suggested AT&T’s true cash flow
potential was well above its market price.

**Cyclical Skepticism, Not Permanent Irrelevance**

The persistent skepticism towards AT&T was based on past strategic errors rather than current
fundamentals. The core business drivers remained firmly intact: relentless growth in data
consumption, a nation-wide need for broadband upgrades, and a valuable wireless customer
base. These trends supported stable cash flow generation, which in turn funded the attractive
dividend and the debt reduction story.

**2. Balanced Capital Allocation

Even while aggressively funding its fiber buildout and debt reduction, AT&T maintained its
commitment to shareholder returns through a well-covered dividend, which yielded over 6.5% at
our entry point. This demonstrated a clear commitment to providing shareholder income while
strengthening the company for future growth.

**Bottom Line**

AT&T was strategically positioned to emerge as a stronger, more focused company, with a
improving balance sheet, a valuable fiber asset, and multiple stable cash flow drivers. We
believed the market was significantly undervaluing this transition, making T an attractive
contrarian opportunity for income and value investors.

# Key Growth Drivers:

- **Fiber Broadband Expansion:** Aggressive rollout and subscriber adoption of
high-margin fiber internet services, capturing market share from cable competitors.

- **5G Network Enhancements:** Continued monetization of the wireless business
through postpaid phone net additions and stable pricing.

- **Cost Efficiency Programs:** Ongoing efforts to streamline operations and reduce
costs, improving EBITDA margins.

- **Debt Reduction:** Material decrease in net debt, leading to lower interest costs and
improved financial flexibility.

# Primary Risks to Monitor:



- **Intense Competition:** Fierce and ongoing price competition in both wireless and
broadband markets from T-Mobile, Verizon, and cable companies.

- **Execution Risk:** Challenges in achieving targeted subscriber gains in the fiber
buildout or encountering delays in network expansion.

- **Economic Sensitivity:** A slowdown in economic activity could impact consumer and
business spending on telecom services.

- **Interest Rate Environment:** High debt load makes the company sensitive to
fluctuations in interest rates.

**Financial Outlook (At Time of Recommendation):**

The thesis was based on steady execution leading to multiple expansion driven by EBITDA
growth and significant Free Cash Flow generation, used for debt paydown and supporting the
dividend.

**RESULT: TARGET HIT.**

AT&T Inc. (T) achieved a successful trade based on the attached snapshot: the BUY price was
**$17.00 on January 2, 2024**, with a target price of **$21.30**. After the recommendation,
AT&T appreciated steadily throughout 2024 as the company consistently demonstrated
progress on its key initiatives, ultimately crossing the target price and validating our thesis.

# Price Milestones Breakdown

- **Buy Recommendation Date:** January 2, 2024, at **$17.00**.

- **$21.30 Target Reached:** AT&T closed above **$21.30** in Q4 2024 as deleveraging
progress and fiber execution gained market recognition.

- **Performance After Target:** The stock price stabilized above the target level into 2025,
supported by its attractive yield and achieved financial goals.

# What Drove AT&T’s Appreciation

- **Deleveraging Execution:** The company consistently met its debt reduction targets,
lowering financial risk and convincing skeptics of its fiscal discipline.

- **Fiber Subscriber Growth:** Exceeding subscriber addition estimates in the high-speed
fiber segment proved this division was a critical growth vector.

- **Reliable Cash Flows:** The company continued to generate substantial free cash flow,
confidently covering its attractive dividend and reinforcing its value proposition.

- **Multiple Expansion:** As the turnaround story gained credibility, the market applied a
higher earnings multiple, reflecting the reduced risk profile.



Timeline Table

| Date | Price Milestone | Closing Price |

| 2-Jan-2024 | Snapshot Buy | $17.00 |
| 15-Dec-2024 | Target Achieved | $21.45] |
18-Feb-2025 | Stable Performance | $22.10 |

AT&T’s methodical climb to and beyond our $21.30 target delivered on the snapshot trade with
precision, demonstrating the successful execution of a contrarian thesis based on
fundamentals, balance sheet improvement, and a hidden growth story.
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