Communication
' Sector Analysis




Basic Sector Characteristics

e Of the 500 companies within the S&P 500, 26 lie within the communications

sector - accounting for 11% of the exchange
« S&P 500 YTD performance - 4.76%
e Communications sector(XLC) - 8.18%

* Although each industry varies, the sector generally has a short product life
cycle

 The sector as a whole would be characterized as a cyclical sector
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Notable Firms within Sector

Symbol Company Name Index Weight
FB Facebook Inc A 19.62%
GOOGL Alphabet Inc A 12.65%
v 70.00
GOOG Alphabet Inc C 12.26% '
ATVI Activision Blizzard Inc 511% 60.00
TWTR Twitter Inc 4.63% 50.00
NFLX NetFlix Inc 4.59%
40.00
DIS Walt Disney Co 4.50%
30.00
CMCSA Comcast Corp A 4.33%
CHTR Charter Communications 3.93%
Inc A Mar '20 May '20 Jul '20 Sep '20 Nov '20 Jan '21

TMUS T-Mobile US Inc 3.93% 3 MUSMIF



Sector Overview

Communications Services Industry Profitability Ratios 4Q2020 3Q2020 2Q2020 1Q2020 4Q2019
2020 2020 2020 2020 2019
Gross Margin 65.24% 7351% 7343% 5985% 77.52%

- The communication sector is predominantly built on a subscription

model, and ad revenue
- Within telecommunications most revenue still comes from basic telephone
calls but is surely moving towards the bulk of dollars being made from data.
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Industry competition analysis

e High level of loyalty to service providers
Threat of e Expensive barriers to entry
New e Difficult to compete with established giants

e Low product differentiation Entrants

e Strong push for continuous product improvement

Rivalry

Among Threat of Large scale infrastructure required for entry
Existing , Substitutes Difficult to beat companies of scale with pricing
: Porter's 5 :
Competitors New technologies

Forces

e Ability to pick between service providers

e Small pool of suppliers to choose from Power of Bargaining e Low product differentiation
® Government contracts Suppliers Power of e Increasing number of wifi opportunities
® Moderate switching costs Customers
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Business Model

P rOVi d i ng Wi r‘ed a n d Wi re I eSS PERCENTAGE OF INTERNET USERS AGED 16 TO 64 IN SELECT COUNTRIES * WHO REPORT SPENDING MORE TIME ON EACH ACTIVITY DUE TO COVID- 19
communication services platform, &
internet content and information.

fme gobel

Consumer demand analysis:

Because of the pandemic, people
spend more time studying and SRS
working at home. RS

we .
are,
are. = ] Hootsuite

Require fast speed
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Raw Material and Supplier Analysis

Leading Materials:
liquid-crystal polymers (LCP), polyimides(Pl), Polytetrafluoroethylene(PTFE),graphite, copper

Increasing demand with the development of 5G application.

Supplier Analysis:

Because of the pandemic, the availability of chips and the installation of servers could have an
impact on the development of new business.

Most communication services companies are large, their suppliers are relatively stable.
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Factors Affecting pricing power

COMMUNICATION SERVICES
INTERNET CONTENT & INFORMATION

Barriers to entry

Oligopoly market

Highly dependent on techniques

A massive amount of infrastructure
High loyalty to the brand

GOOGL
0.57

EMTERTAINMENT

DIS
Industry concentration ez

Based on the market capital, Google and FB viac 071
weight 35% of the whole industry N0F4|'-5x G ™ cccrromcaAMN

Disney, Netflix, Comcast, Verizon & AT&T make up ATVI  EA
20%
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Pricing Power

Most popular social networks worldwide as of January 2021, ranked by number of
active users (in millions)

- Market Cap
6.27 Trillion
10.98% market weight

- Market Share Stability

Top 5: Facebook, YouTube, WhatsApp,
Messenger, Instagram.

nnnnnnnnnnnnnnnnnnn
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External Factors

Advancing
Technology-Utilization
of 5G

Influence of

Technological Interest Rate

COVID-19 Influence
Macroeconomic
. External
Social Influence Factors Influence
Governmental Demographic

Influence Influence

More Young
People
Involved
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Major company business analysis

® Google
® Economies of Scale GO Ie
® Brand

® |Intellectual property in the form of tradema

® Facebook
® Advertising
® Mobile Trends f b k
® Engagement ace oo
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Holding company business analysis

210.00

® Walt Disney (DIS)
® Powerful Brand

® |nnovation

Aug 13 20 Mow 12, 20
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Ericsson (ERIC)

16.00
. . 13.65
® Economies of Scale
¢ Strong Competitor
11.67
Huawei
.50

Aug 13 20 Nov 12, 20
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Verizon (VZ)

®* Network, but it was not very good
® AT&T 63.00

Aug 13, 20 Mov 12, 20
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https://www.sectorspdr.com/sectorspdr/sector/xlc/index

https://eresearch.fidelity.com/eresearch/markets sectors/sectors/sectors i
n market.|html
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