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Cable is Dead? Hardly...

We often get questions from clients on our view of the cable industry. With so many consumers
“cutting the cord” and new competition emerging, many expect a complicated path ahead for the
sector. While we agree there appear to be challenges near term, we believe the long-term outlook for
the cable industry could be positive. As of June 30, 2024, the cable and satellite sectors combined
make up 6% of the Bloomberg US Corporate High Yield Index.

Near-Term Challenges

While many attribute video cord cutting as the primary culprit for the cable industry’s recent
challenges, the decline in video subscribers appears to have had a limited impact on earnings. The
large majority of cable company earnings are generated by providing broadband internet. That being
said, broadband subscriber growth at the industry level has declined more recently due to
competition from fixed wireless broadband (FWB), copper to fiber upgrades in duopoly markets,
and the apparent expiration of the US federal government’s affordable connectivity program (ACP).
Competition for new subscribers has increased while cable companies are midway through making
expensive capital improvements to upgrade speeds. In short, we believe a perfect storm of factors
exists today.

In Our View, There is Insatiable Demand for Data

The consumption of data is growing rapidly, evidenced by the proliferation of high-powered
smartphones, video streaming, and a tsunami of consumption from generative artificial intelligence
(AI) use cases. According to American Tower (see charts on the following page), as of November 30,
2023, total mobile-connected devices will increase by approximately 7% compound annual growth
rate (CAGR) from 2023-2028, while US total monthly mobile data traffic will increase by 21%
CAGR over that same period. It is also expected that data consumption per US occupied household
(gigabyte per month) could nearly double from here through 2027. This demand for data must be
met with sufficient supply in the next decade.
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Source: American Tower, Ericsson, and Altman Solon Research and Analysis, as of 11/30/2023

The chart presented above is shown for illustrative putposes only. Some or all of the information on this chart may be dated, and, therefore,
should not be the basis to purchase or sell any securities. The information is not intended to represent any actunal portfolio. Information obtained from outside
sources is believed to be correct, but 1 oomis Sayles cannot guarantee its accuracy. This material cannot be copied, reproduced or redistributed without
anthorization.

Limitations of Fixed Wireless Broadband

FWB is a technology that uses radio waves to connect homes and businesses to the internet. It is the
equivalent of receiving internet via a cellphone attached to your home rather than cable coming
from the street. The largest wireless carriers are currently using excess spectrum capacity on their
networks to provide FWB internet service to customers in targeted locations throughout the US.
However, our analysis of data consumption curves against spectral capacity and suggests FWB
market share gains could begin to slow over next 12-24 months.

We believe market share gains could slow because we expect national wireless carriers to prioritize
mobility over FWB customers. As of September 30, 2023, T-Mobile disclosed 450 gigabytes in
monthly consumption for its average FWB subscriber versus approximately 5-20 gigabytes for
mobility users, according to the Ericsson Mobility Report from November 2023. In other words, we
believe there is a strong incentive for the wireless carriers to prioritize mobility over FWB
subscribers when excess network capacity is exhausted. In addition, speed limitation of 50-130
megabits per second for FWB can also limit the total market opportunity to a specific consumer
cohort. So while we expect FWB to continue to grow, that growth could be constrained, leaving
cable companies with an opportunity to recapture a fair share of industry growth.
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Structural Advantages in the US Market

In the US, participants in the broadband market have a structural advantage given their regional
wired duopoly footprints. In Europe, regulatory bodies have mandated three or more competitors
per market, but the US still remains largely restricted to duopoly regional footprints for wired high-
speed internet providers. Without a regulatory need to expand access, cable companies are unlikely
to do so, and we believe the structural advantage will persist in the US.

Potential Growth Trajectory of the Cable Industry

A common misconception is that the broadband industry is fully saturated and has no growth
potential. On the contrary, our analysis of addressable households suggests 2-3 million new
subscribers annually, driven by household formation and increased penetration. We anticipate cable
companies stand to gain a fair share of the growth potential.

Pricing Power is the Other Leg of Industry Growth

Pricing power, or average revenue per user (ARPU), can also be a lever for cable companies to grow
revenue. We continue to observe participants taking price in the market, whether it be FWB, fiber-
to-the-home, or cable. The unceasing demand for data consumption and the duopoly market
structure lends itself to a utility-like product, and logically, pricing power.

Conclusion

We look through the cycle with a long-term mindset toward extracting alpha. Given the likelithood
of growing demand, high barriers to entry for new competitors, and pricing power within
duopolistic markets, we think cable companies have the ability to overcome the challenges that are
priced into the market today. While there may be winners and losers, we do not view the entire
industry as a melting ice cube to avoid.

Please see Important Disclosure on following page, an integral part of this document.
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IMPORTANT DISCLOSURE:

This marketing communication is provided for informational putposes only and should not be construed as
investment advice. It is meant to offer a snapshot of select market developments and is not a complete
summazty of all market activities. Investment decisions should consider the individual circumstances of the
particular investor. Any opinions or forecasts contained herein reflect subjective judgments and assumptions
of the author and do not necessarily reflect the views of Loomis, Sayles & Company, L. P. Investment
recommendations may be inconsistent with these opinions. There can be no assurance that developments will
transpire as forecasted. Data and analysis does not represent the actual or expected future performance of any
Investment strategy, account or individual positions. Accuracy of data is not guaranteed but represents our
best judgment and can be detived ffom a vatiety of sources. Opinions are subject to change at any time
without notice.

Market conditions are extremely fluid and change frequently.

Commodity, interest and derivative trading involves substantial tisk of loss.

Diversification does not ensure a profit or guarantee against a loss.

Any investment that has the possibility for profits also has the possibility for losses, including the loss of
principal,

Past performance is no guarantee of, and not necessarily indicative of, future results.
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