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...they also are
much more likely to
be “unbanked” — that
is they have limited
or no banking
relationships at all.
In many cases, their
financial relationship
with their cellular
provider...is their
strongest or only
accounting
relationship

... we think the
cellular carriers have
a lot more value
than meets the
eye...

Verizon Wireless, member FDIC

While you haven’t seen this just yet, this tongue in cheek title for my
article this month helps illustrate what we view to be a often
overlooked component of valuation for the mobile wireless firms.
While analysts pore over ARPU, churn, maintenance Capex and
the other metrics common to communications carriers when
dissecting these firms, this overlooks an emerging source of value
for these firms: financial services.

While venture capitalists have focused a lot of attention on mobile
payments firms, funding upstarts such as Obopay and more
recently Bling Nation, and giants such as MasterCard, Visa and
Paypal launched their own initiatives, none of these starts out with
the advantage the wireless operators already have: millions of
prepaid customers. While often derided by analysts as being less
profitable, we believe this viewpoint is short sited.

While prepaid customers typically have lower incomes and higher
churn than postpaid (i.e. contract based) customers, they also are
much more likely to be “unbanked” — that is they have limited or no
banking relationships at all. In many cases, their financial
relationship with their cellular provider through stored value in their
accounts is their strongest or only accounting relationship.

However, rather than deriding it, we believe this relationship is a
valuable foothold in becoming THE source of financial services to
these customers. Just as Paypal leveraged its accounts to begin to
offer additional financial services such as interest bearing accounts,
and as Telmex levered its fixed subscriber relationships into
providing financing and payment solutions to its customers, so we
expect continued expansion of the financial relationships between
cellular carriers and their customers — providing a whole new
bundle beyond the quad play (i.e. voice, video, data and wireless)
we are so used to hearing about.

This potential upside is not, in our view, reflected in the valuation of
the wireless carriers. But, we think it is beginning to drive strategic
action — most notably with the recent acquisition of prepaid virtual
carrier Virgin Mobile by its affiliate Sprint, which also owns Boost
Mobile — another prepaid leader. This could also lead to renewed
interest in Leap Wireless and MetroPCS, both of which have
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substantial contract-free and prepaid exposure (and strong organic
growth rates as well).

With accelerated growth from acquisitions and an expanded
portfolio of services that capitalizes on the ubiquity of cellular data
coverage and expanding financial relationships with millions of
unbanked and underbanked customers, we think the cellular
carriers have a lot more value than meets the eye. In time, we
expect investors to concur.

By John Stone
Near Earth LLC
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IMPORTANT DISCLOSURES AND INFORMATION ABOUT THE USE OF THIS
DOCUMENT:

Near Earth, LLC ("Near Earth") has published this report solely for informational
purposes. The report is aimed at institutional investors and investment professionals,
and satellite, media and telecom industry professionals. This report is not to be
construed as a recommendation or solicitation to buy or sell securities. The report was
written without regard for the investment objectives, financial situation, or particular
needs of any specific recipient, and it should not be regarded by recipients as a
substitute for the exercise of their own judgment. The content contained herein is based
on information obtained from sources believed to be reliable, but is not guaranteed as
being accurate, nor is it a complete statement or summary of any of the markets or
developments mentioned.

The authors of this report are employees of Near Earth, LLC, which is a member of
FINRA. The opinions expressed in this report accurately reflect the personal views of the
authors but do not necessarily reflect the opinions of Near Earth itself or its other
officers, directors, or employees.

The portions of this report produced by non-Near Earth employees are provided simply
as an accommodation to readers. Near Earth is under no obligation to confirm the
accuracy of statements written by others and reproduced within this report.

Near Earth and/or its directors, officers and employees may have, or have had, interests
in the securities or other investment opportunities related to the companies or industries
discussed herein. Employees and/or directors of Near Earth may serve or have served
as officers or directors of companies mentioned in the report. Near Earth does, and
seeks to do, business with companies mentioned in this report. As a result, Near Earth
may have conflicts of interest that could affect the objectivity of this report.

This report is subject to change without notice and Near Earth assumes no responsibility
to update or keep current the information contained herein.

Near Earth accepts no liability whatsoever for any loss or damage of any kind arising out
of the use of all or any part of this report.

No part of this report may be reproduced or distributed in any manner, via the Internet or
otherwise, without the specific written permission of Near Earth. Near Earth accepts no
liability whatsoever for the actions of third parties in this respect.



