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Verizon Communications Inc.

Business Description

Verizon Communications Inc. is a global leader in providing innovative communications and technology solutions. As the
largest wireless carrier in the United States by number of subscribers, it operates a highly reliable 4G LTE and 5G network. The
company is segmented into Verizon Consumer Group and Verizon Business Group, serving millions of residential
customers and diverse business entities from small shops to Global 500 companies.

Sector and Industry

Sector: Communication Services

Industry: Integrated Telecommunication Services

Market Position and Strategy

Network Quality: Verizon consistently ranks high in network reliability and performance metrics, leveraging its extensive
spectrum holdings, including the critical C-Band for 5G expansion.

Strategic Acquisitions: The company is currently focused on expanding its fiber footprint, as evidenced by the recent $20
billion agreement to acquire Frontier Communications, aimed at strengthening its broadband and converged service
offerings.

Core Focus: Its primary strategy involves high-margin wireless service revenue and increasing 'stickiness' through bundled
offerings like Disney+, Hulu, and Max, while managing the transition from legacy wireline services to high-speed fiber.

58 Equity & Buyback Strategy

Shareholder's Equity & Balance Sheet Analysis

Based on the latest SEC filings (10-K and 10-Q), Verizon's balance sheet reflects the capital-intensive nature of the telecom
industry and a heavy emphasis on debt-funded spectrum acquisitions.

Total Shareholders' Equity: Currently sits at approximately $94 billion. While substantial, it is dwarfed by the company's
massive total liabilities, primarily driven by long-term debt used for 5G spectrum (C-Band) auctions.

Stock Buybacks: Verizon has largely suspended significant stock buybacks. Management has explicitly stated that their
capital allocation priority is first to fund the business (CAPEX), second to maintain and grow the dividend, and third to reduce



their massive debt load. Buybacks are currently a low priority.

Treasury Stock: The balance sheet shows a significant amount of treasury stock from historical repurchases, but there has
been minimal movement recently. The company is not currently using its cash to retire shares at a meaningful rate.

Capital Return Strategy: The strategy is strictly focused on dividend consistency. Verizon has a long track record of annual
dividend increases, prioritizing the 'income stock' status over aggressive share count reduction.

@ Income & Options Strategy Analysis

Income Suitability Analysis

Verizon is a classic income play, but it comes with significant baggage that demands skepticism.

Dividend Reliability: The yield is high (above 6%), and the payout ratio relative to Free Cash Flow is sustainable. However,
the sheer size of the $150 billion+ debt load is a constant threat. High-interest rates increase the cost of refinancing this
‘debt wall," which could eventually pressure dividend growth if operational cash flow stagnates.

Price Stagnation: A major risk is ‘'opportunity cost.' VZ has historically underperformed the S&P 500 on a total return basis.
Investors often see their capital erode while they collect dividends, leading to flat or negative total returns over long periods.
Options Strategy Evaluation

Analyzing the strategy of selling put spreads, accepting assignment, and selling covered calls:

Volatility Risk: VZ has a very low Implied Volatility (IV). This means the premiums collected from selling options are often
meager. You are essentially 'picking up pennies in front of a steamroller'—the premium doesn't always compensate for the
risk of the stock dropping $2-$3 on bad news.

Liquidity: On the positive side, VZ options are highly liquid with narrow bid-ask spreads, making entry and exit efficient.
Price Stability: While the stock is 'stable’ in a low-beta sense, it has a long-term downward trend or 'sideways' movement. If
assigned the stock via a put spread, you may find yourself holding a ‘dead" asset where the covered call premiums are too
low to justify the capital tied up.

Red Flag: The high debt-to-equity ratio means that any credit rating downgrade would spike volatility and crater the stock
price, potentially blowing through put spread strikes easily.

INCOME SUITABILITY SCORE

Based on dividend reliability, options liquidity, and historical market perception.

Investment Thesis

¢ Strengths & Opportunities CP Risks & Weaknesses

High and consistent dividend yield with a 15+ year history of

increases.

Dominant market share in the US wireless industry with high

barriers to entry.

Low Beta (0.42) provides a defensive buffer during high-growth

tech sell-offs.

Extremely high debt load ($150B+) creates sensitivity to interest

rate fluctuations.

Stagnant revenue growth in a saturated domestic wireless

market.

Intense price competition from T-Mobile and AT&T

compressing margins.



Expansion into fiber via Frontier acquisition could drive long-

term broadband growth.

Ar Competitor Comparison

COMPANY

Verizon Communications Inc.
AT&T Inc.

T-Mobile US, Inc.

Comcast Corporation

L. Key Financial Metrics

% MARKET CAP

$168.2B

A, DIV. YIELD

6.64%

[l DEBT/EQUITY

1.58

[~ P/E RATIO TREND

12

2021

i DEBT TO EQUITY TREND

Significant capital expenditure requirements for 5G

maintenance and fiber build-outs.

TICKER MARKET CAP
\'/4 $168.2B
T $156.4B
TMUS $238.1B
CMCSA $172.5B

2 EMPLOYEES

105,400

£ CURRENT RATIO

72

2023

P/E RATIO REVENUE
9.4 N/A
10.2 $122.3B
26.4 $78.6B
111 $121.6B

(B p/ERATIO

9.4

£ QUICK RATIO

0.61

N 52-WEEK RANGE

$30.14 - $45.36
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Latest News & Al Summaries

Verizon to Acquire Frontier Communications for $20 Billion

Verizon announced a definitive agreement to acquire Frontier Communications in an all-cash deal to significantly expand its fiber network footprint
across the U.S.

Read Article & VERIZON.COM

Verizon Reports Q3 2024 Earnings

The company reported steady wireless subscriber growth and strong free cash flow, reaffirming its commitment to its dividend policy despite
revenue headwinds.

Read Article & VERIZON.COM

Expansion of 5G Ultra Wideband to 200 Million People

Verizon continues to aggressively deploy its C-Band spectrum, reaching a milestone of covering 200 million people with its highest-speed 5G
service.

Read Article & VERIZON.COM

[ Ask a Follow-up Question


https://www.verizon.com/about/news/verizon-acquire-frontier
https://www.verizon.com/about/investors
https://www.verizon.com/about/news

Ask anything about Verizon Communications Inc....

~” Recommended S&P 500 Tickers (Income & Options)

TICKER

KO

JNJ

CvX

ABBV

PEP

COMPANY

The Coca-Cola
Company

Johnson & Johnson

Chevron Corporation

AbbVie Inc.

PepsiCo, Inc.

SECTOR

Consumer
Staples

Healthcare

Energy

Healthcare

Consumer
Staples

REASONING

Dividend King with extreme price stability and high options liquidity; much better balance
sheet than VZ.

AAA-rated credit providing top-tier safety for income investors and premium collection
on a stable asset.

Strong free cash flow and a healthy yield; energy volatility provides better options

premiums than telecom.

High dividend growth and strong options premiums due to pharmaceutical product cycle

volatility.

Reliable income with a diversified food/beverage portfolio; ideal for low-risk put-selling
strategies.
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