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We give Verizon Communications Inc. (VZ) a BUY rating with a price target range
of $50.35-53.66, implying 9-16% upside from the current share price of $45.98.
Verizon has made consistent efforts to improve shareholder value, such as new
initiatives to increase their subscriber monetization, consistent and increasing
dividend yields, and the expansion of their FWA and Fios networks. Our DCF model
yields a price of $53.66, and our peer relative valuation yields $50.33, both above
the current stock price of $45.98.

Drivers of Thesis

Wireless Subscriber Monetization: VZ has adopted a new approach to subscriber
monetization, focusing on bundling a customer’s wireless, home internet, and
streaming services into one plan. The primary driver of this is Average Revenue
Per User (ARPU), which we forecast to increase by ~1% year over year. Given VZ's
high fixed-cost structure, any growth in this area flows directly to EBITDA.
Dividends: VZ has a history of over 20 years of dividend increases, sitting at around
6.1% yield as of 2025. Providing investors with consistent income and downside
protection is an attractive feature of the security.

Fixed Wireless Access and Fios Expansion: VZ has begun deploying its 5G network
to provide home internet to customers and expanding its fiber network. With 5.1
million subscribers in 2025, this figure is expected to increase to roughly 8 million
in 2028 in the coming years. This service allows VZ to utilize their infrastructure to
generate more revenue with minimal additional costs, increasing ARPU.

Risks to Thesis

U.S. Market Saturation: The saturated U.S market will make it difficult for VZ to
add new connections, meaning carriers must compete for each other’s customers
rather than acquire new ones. This incentivizes carriers to slash prices, threatening
the growth of Average Revenue per Connection.

Competitive Pressure: T-Mobile has invested heavily in network infrastructure,
closing the gap in network quality while undercutting Verizon on price. This makes
it difficult for VZ, as they must choose between lowering prices or accepting churn.
Leverage Risk: Verizon enters 2026 carrying ~$139 billion in long term debt and
will add around ~$10 billion more after acquiring Frontier in January. With interest
expenses forecasted to rise in the coming years, this leverage could lower VZ's
free-cash-flow, threatening dividend yield.

Earnings Estimates
Year 2023 2024 2025 2026E 2027E 2028E
EPS $2.75 $4.14 $4.06 54.10 $4.20 54.34
Cons. Est. 54.79 $5.17 55.60
Growth 50.55% -1.93% 1.03% 2.49% 3.22%

12 Month Performance vs S&P 500 [9]
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Krause Fund DCF
Economic Profit
Relative Multiple P/E
Price Data

Current Price

52wk Range
Consensus 1yr Target
Key Statistics

Market Cap (B)
Shares Outstanding (M)
Institutional Ownership
Beta

Dividend Yield

Est. 5yr Growth
Price/Earnings (TTM)
Price/Earnings (FY1)
Price/Sales (TTM)
Price/Book (mrq)
Profitability
Operating Margin
Profit Margin

Return on Assets
Return on Equity

$53.66
$53.66
$50.35

$45.98
$38.39 - $51.68
$51.58

$193.93
4,252.76
63%
0.49
6.12%
2.75%
11.33
9.41
1.42
1.85
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Important disclosures appear on the last page of this report.
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COMPANY DESCRIPTION

Verizon Communications Inc. (VZ) is a global leader in
communications, technology, and information services
providing coverage for consumers and businesses around
the world. They offer a wide range of telecommunications
services such as 4G, 5G, LTE, FWA, Fiber Optics, loT, and
advanced corporate solutions.

Through continuous and heavy investment in their
network infrastructure, Verizon boasts the most expansive
and reliable network in the United States. Their customer-
centric approach involves bundling services such as
streaming, mobile, and home internet services to retain
customers in their ecosystem. This network infrastructure
and approach have allowed them to build a loyal and
growing customer base, providing them with strong and
consistent revenues which are primarily generated
through high-margin monthly subscription fees. VZ aims to
continue to invest in their 5G infrastructure to remain an
industry leader.

Verizon has long been regarded as a reliable, dividend-
paying stock. The company has consistently grown its
dividend over the years, which is supported by the stable
cash-flows generated from its wireless business. At a
6.12% dividend yield, VZ offers one of the higher dividend
yields among S&P 500 companies, reflecting its
commitment to dividend growth and underscoring
management’s confidence in sustaining its free cash flow.

Verizon’s revenues are divided into two primary segments:
Consumer and Business.

VZ Revenue by Segment FY2025

1.90%

= Consumer Business  ® Corporate and Other
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Consumer Segment

The consumer segment is the primary driver of Verizon’s
revenues, making up 77.1% of total revenue, or $106.8
billion [2]. The segment generates revenue through two
primary categories: wireless services, wireless equipment.
The consumer segment also generates revenue through
Verizon Fios, their high-speed fiber optic network, that we
project to grow by around 0.5% per year over the next ten
years.

Wireless Services

Verizon’s wireless services revenues are comprised of two
different types of customers and payment structures.
Prepaid customers pay at the beginning of the month with
no credit check, and they can cancel at any time. These
customers pay a lower monthly fee resulting in lower
average revenue per account. As of 2025, VZ has around
20 million prepaid subscribers, around 17% of their total
subscriber base [2]. Their prepaid customer base has
declined by around 3 million since 2021, after the
acquisition of TracPhone that year added 20 million
customers [2]. We project this figure to decline by around
1% per year over the next ten years as Verizon attempts to
migrate these customers to postpaid subscriptions and the
effects of the TracPhone acquisition wear off.

Postpaid customers, who pay at the end of the billing cycle
following a credit check, represent Verizon's 'high-quality
revenue' stream. Making up 83% of subscribers (95.5
million total) [2], these customers exhibit low churn, high-
margins, and are often tied to 3-year device financing
agreements, which ensure predictable and consistent cash
flows. This segment is Verizon’s primary revenue driver,
and the most important for forecasting their future

revenues.
Postpaid Subscriber Growth 2016-2025

95,678

2017 2018 2019 2020 2021 2022 2023 2024 2025

Year

As shown by the chart above, Verizon’s postpaid
subscriber base has steadily grown over the last ten years.




Based on this fact, we can reasonably assume that VZ's
postpaid connections will continue to grow at around 1-
2% per year over the next ten years. This growth will be
driven by continued demand for premium connectivity
and Verizon's ability to retain its existing base through
price-lock guarantees and customizable service plans.
Postpaid connections also include Fixed Wireless Access
(FWA), which was launched by VZ in 2018 and allows
Verizon to leverage its high-speed 5G network to power
home internet services. Verizon expects this portion of
postpaid connections to grow from 5 million in 2025 to 8-
9 million in 2028. The expansion of this segment is critical
for sustainable postpaid subscriber growth and helps
increase ARPU due to minimal costs associated with FWA.
However, growth will remain modest in other
subsegments of postpaid connections given the saturation
of the U.S wireless market. Intense competition from T-
Mobile and AT&T will also make it difficult for Verizon to
acquire new postpaid connections or poach them from
competitors.

Wireless Equipment

While wireless service revenue provides Verizon with high-
margin annuities, wireless equipment revenue is the
primary driver of customer acquisition and retention.
Through the sale of smartphones, tablets, and wearables,
this subset of the consumer segment generated $25.47
billion (18.4%) in 2025 [2].

VZ Segment Margins (2025)

112.72

Service
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As illustrated by the chart above, this segment is very low
margin, as Verizon utilizes many discounts and promotions
to motivate customers to commit to long-term device
financing agreements. This revenue stream has grown
around 9.5% year over year, as customers transition to
higher quality, more expensive 5G devices. We project this
segment to grow at a modest 1.5% per year over the next
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ten years, due to the increasing lifespan of new cell phone
technology which lowers upgrade rates.

Business Segment

Verizon’s Business segment serves a diverse portfolio of
companies including Small & Medium Businesses, Global
Enterprise, Public Sector, and Wholesale, generating
$29.07 billion in 2025, accounting for 21% of revenue [2].
The following chart shows a breakdown of how each
subsegment contributes to Verizon’s business revenues.

Business Revenues by Segment in Billions (2025)

$1.95

$13.53
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After a prolonged decline driven by the erosion of legacy
wireline services, we project this segment to shift towards
a modest growth of ~1% annually. This recovery can be
attributed to three factors, the migration of high-cost
wireline services to 5G solutions, the expansion of
Verizon’s fiber network through the Frontier acquisition,
and advanced, enterprise-specific solutions such as
services for businesses using Al and cloud platforms. These
initiatives are expected to help improve margins by
eliminating high-cost wireline infrastructure which will
improve revenues in the long run.

ROIC & Value Creation Analysis

Fundamentally, Verizon is a high-margin, low-turnover
business. Their historical NOPAT margins remain strong at
around 14-15%, underscoring Verizon’s ability to maintain
premium pricing while also retaining their customer base.




ROIC vs WACC

=@==ROIC em®m=\WACC

As illustrated in the figure above, from 2021-2022 there is
a sharp decline in VZ’s ROIC, from 11.39% to 7.99%. This
decline was driven by a massive $53 billion investment into
5G infrastructure and rollout, and NOPLAT did not grow
fast enough to offset this investment. The decline from
6.48% in 2025 to 4.7% in 2026E reflects a transitional
phase for VZ as legacy wireline services are replaced with
5G. This figure,
Verizon’s targeted S5 billion in OpEx savings [7],

however, conservatively excludes

representing potential upside for this number. Looking
forward, we predict ROIC will slowly start to recover
towards the value creation threshold, increasing from
4.7% in 2026 to 7.15% in 2034. Based on our estimated
WACC of 5.94%, Verizon will be slightly destroying value in
the near term; however, it is expected to cross the value
creation threshold as 5G infrastructure investments begin
generating returns.

Cost Structure Analysis

Verizon’s cost structure assumptions in the model are
consistent with its historical performance and industry
peers, reflecting the company’s position as a mature,
capital-intensive telecom operator with limited flexibility
for large growth. Operating expenses are forecasted to
remain relatively stable, fluctuating between $106B and
108B between 2025FY and 2028FY. This is largely in line as
a percentage of sales and reflects the reality that Verizon’s
cost structure is largely fixed, driven by network
maintenance, spectrum amortization, and customer
retention costs limiting significant operating leverage.
Overall, the forecast implies that Verizon’s margins will
remain stable rather than expanding, with no significant
gross or operating margin fluctuation over the projection
period. This reflects a business model where operating
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leverage is muted due to low growth, high fixed costs, and
continuous reinvestment requirements.

Invested Capital Analysis

Verizon’s invested capital is primarily driven by fixed and
intangible capital, while working capital plays a minimal
role and is often a net source of funding. Working capital
is relatively low and frequently negative, as large balances
in accounts payable and accrued liabilities exceed
operating current assets such as receivables and
inventory. For example, current assets in 2025 were
approximately $40 Billion while current liabilities were
approximately $43 Billion. This may be reflected by the
subscription-based nature of the business, where
customer payments and supplier financing reduce the
need for internal working capital investment.

In contrast, Verizon is highly fixed capital-intensive with
approximately $143 Billion in 2025. This comes from
significant investments in property, plant, and equipment
and leased infrastructure required to maintain and expand
its wireless and broadband networks. These assets form
the physical backbone of Verizon’s operations and require
continuous capital expenditures.

Additionally, Verizon is heavily intangible capital-driven
with approximately $190 Billion in 2025. This may be
primarily due to its substantial investment in wireless
spectrum licenses. These licenses are essential resources
acquired through government auctions and function as a
critical input for permitting the use of specific radio
frequency bands for wireless communication.

MARKETS AND COMPETITION

Market Overview

Since the telecom industry has almost fully matured,
companies are moving away from aggressive
infrastructure investment and focusing on effectively
monetizing their services and retaining customers while
converting them to higher margin plans with bundled
services. Telecom itself has a high barrier to entry due to
infrastructure costs, which means major players such as
Verizon, AT&T, and T-Mobile have oligarchical control of
the industry, with each differentiating themselves in their
own way.




The U.S. wireless market is an oligopoly dominated by 3
major players: Verizon, T-Mobile, and AT&T. These carriers
control ~95% of the postpaid wireless market. Within this
structure, Verizon positions itself as the premium carrier,
relying on network quality and reliability rather than price.
Alternatively, T-Mobile differentiates through their
pricing, with monthly subscription costs coming in
consistently lower than VZ. As T-Mobile continues to close
the network quality gap while keeping prices down, they
are proving to be a threat to Verizon’s market share. AT&T
sits right between these two companies but employs a
similar strategy to Verizon. This industry is in the late-
maturity stage, as cell phones have become a necessity
within society. This directly impacts our revenue forecast
of ~1% annual growth of ARPU, as Verizon must look to
increase revenues outside of the growth of their
subscriber base.

After these industry giants raced to develop their 5G
infrastructure, their focus has now shifted to effective
pricing and customer retention. They are beginning to
invest in fiber infrastructure, such as Verizon acquiring
Frontier for $20 billion [6], to encourage their customers
to bundle their wireless, home internet, and streaming
services. Since the market is mostly saturated (nearly
everyone has a phone), this is a strategy for companies to
increase prices and margins in a justified way. This strategy
also helps reduce churn, as Verizon sees a 40% reduction
in churn with customers who bundle multiple services
versus those who only have a phone line [1]. This new
trend could prove to be an advantage for Verizon, as their
reliable network and premium pricing put them in a
position to profit.

Competition With T-Mobile

T-Mobile represents the most significant threat to
Verizon’s postpaid business and to our ARPU forecast.
Following its $26 billion merger with Sprint in 2020, T-
Mobile began aggressive investment in their network
infrastructure and has effectively closed the quality gap
with Verizon.
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(8]

As shown in the maps above, T-Mobile has had
unprecedented growth in their coverage over the last 10
years. Along with this, they added approximately 13
million postpaid connections in 2025, showing their ability
to grow their subscriber base across all segments,
including the premium tier that has been historically
dominated by Verizon. This sustained growth is disruptive
to VZ's business model, combining premium network
quality with below-market pricing which forces VZ to
choose between lowering prices and compressing
margins, or accepting higher churn levels. As shown in our
model, Verizon has chosen the latter, prioritizing ARPU
growth over sales volume. The risk to this strategy is that
as T-Mobile’s network expands and the gap in quality
shrinks, Verizon’s premium pricing becomes increasingly
difficult to defend.

Thesis and Forecast Implications

The industry dynamics described above directly shape the
assumptions of our model and reinforce our BUY/HOLD
recommendation. In a market where infrastructure
investments are slowing and customer retention becomes




increasingly important; we believe Verizon is positioned
well to thrive in the next era of the telecom industry.

Central to this theory is our projected ARPU growth of ~1%
per year. We believe that Verizon’s subscriber
monetization strategies, such as bundling, will allow them
to gradually upsell their customer base through wireless,
fiber, streaming, and FWA offerings. The Frontier
acquisition has accelerated this strategy by expanding
Verizon’s fiber footprint, and FWA’s projected 3-4 million
subscriber growth by 2028 provide the resources and
growth in customer base needed to sustain this ARPU
increase.

On the cost side, the maturation of the industry supports
our assumption of decreased SG&A costs. We forecast
SG&A to improve from ~24.5% of revenue in 2025 to
~23.4% of revenue in 2026. This modest improvement is
driven by further saturation and maturation of the
industry, which will slow down promotional costs and
device subsidies. Also, Verizon’s targeted $5 billion
reduction in OpEx spending represents additional upside
to this figure that is not included in our model.

The primary risk to our model is T-Mobile’s competitive
aggression. If they can continue to increase their share in
the postpaid market while maintaining lower prices, the
ARPU assumption could stall as Verizon adjusts their prices
to compete. This is the most important factor to monitor
and reflects our conservative valuation of $53.26. Overall,
the industry structure supports the view that Verizon is a
durable business, generates consistent cash flows, and is
trading below intrinsic value. This makes for an attractive
defensive opportunity for investors.

Peer Comparison

In the highly saturated U.S. wireless communications
market, firms gain a competitive advantage by maintaining
premium pricing while optimizing massive capital
investments. The following table shows a comparison
between Verizon, AT&T, and T-Mobile.

Metric
Gross Margin 45.64 42.93 47.74
Operating Margin 22.75 20.39 21.23

ROIC 6.82 8.84 6.49

P/E 11.45 8.63 20.42

Net Postpaid Adds | 728 1,679 7,798
2025 (000)
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Data Sourced from FactSet and company 10-K reports

Verizon sits competitively in the middle of its peer group
across most key metrics. On gross margin, VZ trails T-
Mobile by ~2%, but comfortably leads AT&T by ~3%, but
the more telling figure is operating margin in which
Verizon leads both competitors. T-Mobile generates a
superior gross margin, but converts less of it to operating
income, reflecting its heavy investment in customer
acquisition and lower subscription prices. T-Mobile’s large
gains in its subscriber base have largely increased due to
sales promotions, whereas Verizon’s gains and higher
operating margin reflect its heavy investment in network
quality that is now mostly complete. AT&T’s inferior
margins in both categories show that the company still
must invest in their network, as it is lagging.

The ROIC comparison appears to be counterintuitive to the
previous point, as AT&T’s ROIC leads both Verizon and T-
Mobile by over 2%. This can be explained by AT&T’s recent
sale of their WarnerMedia and DirecTV brands [11]. These
sales lowered their overall invested capital, which in turn
increased ROIC. Verizon’s relatively lower ROIC once again
reflects its massive investment in C-Band and 5G
Infrastructure, which has inflated its invested capital base.

T-Mobile drastically outperformed Verizon and AT&T in
the postpaid market. Arguably the most important
operational metric, they added over 10x the amount of
Verizon and around 5x the amount of AT&T. T-Mobile’s
number is inflated, however, as their acquisition of US
Cellular added around 3.2 million postpaid customers.
Stripping out this contribution, T-Mobile still comfortably
leads the industry with around 4.5 million postpaid
additions, significantly outpacing Verizon and AT&T. For
Verizon, their 2026 guidance of ~1 million postpaid
additions will play a key role in measuring the success of
their network convergence and subscriber monetization
strategy.
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(12]

The total return chart above illustrates a meaningful
difference in the way these competitors are priced.
Verizon’s 16.7% return, driven by Q4 earnings and the
Frontier acquisition, suggests the market is putting value
into VZ's strategic moves to improve margins. AT&T’s
modest 3% return aligns with its history as an income
stock, rather than a high-growth equity. T-Mobile’s
negative 23.58% return is the most telling data point, as
they lead the peer group in gross margin, subscriber
growth, and P/E. This tells us that the market is
qguestioning whether T-Mobile’s unprecedented growth in
the postpaid market can be justified as the U.S. market
saturates. This directly supports our model’s assumptions
that Verizon is undervalued by 9-16%.

3Y Postpaid Churn %

% 1.67%
1.750/ ° 1.62% 1.61%
1.65% ¢ —_—— =0
1.55%
1.45%
1.35%
1.25%
1.15% 1.05%
0.98%
1.05% . 87; 0.92% 0.93%
0, .
0.95% ’ 0.86%
0.85%
2023 2024 2025
«=@=\/erizon T-Mobile AT&T
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The 3Y Postpaid Churn chart illustrates the root cause of
Verizon’s struggles in the postpaid market. Their churn
rate of 1.61% in 2025 is nearly double T-Mobile at 0.93%
and significantly higher than AT&T’s 1.05%. In their Q4
earnings report, Verizon’s CEO stated that every basis
point of churn is approximately 90,000 net additions [10],
meaning that VZ’s churn disadvantage of 68 basis points
costs it roughly 6 million subscribers in value annually.
What makes this chart particularly worrisome is the trend,
as T-Mobile and AT&T’s churn has remained mostly stable,
Verizon’s is struggling to fall from its high rates—even after
efforts from leadership to reduce the figure. This can be
explained by Verizon’s business structure, as their
premium pricing but lack of perceived value can be
dissatisfying for customers. The network convergence
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strategy is directly targeted at this problem, as leadership
has frequently stated that bundled services can help
reduce churn. We believe that this strategy can be
effective, as we forecast Verizon’s subscriber base to
consistently grow throughout our forecast.

RECENT DEVELOPMENTS
Recent Earnings (2025 Q4/Annual)

Verizon most recently reported their Q4 and Annual 2025
earnings on January 30, 2026, outlining recent highlights
and future guidance. Q4 was an overall success for the
company, as they added over 1 million new connections.
616,000 of these connections were postpaid (the best
postpaid quarter in five years), which was driven by
holiday seasonality. They also announced a full year GAAP
EPS of $4.06, a decrease of 1.93% from 2024. Given this,
their adjusted EPS came in at $4.71, a 2.6% increase from
2024. This difference was driven by one-time charges from
the Frontier acquisition and restructuring charges, as VZ
laid off 13,000 employees.

Verizon 2025 Earnings

1.23
1.21
1.19
1.17
1.15
1.13
1.11
1.09
1.07

1.05
Q1 Q2 Q3 Q4

e A\ ctual Estimate

As shown by the chart above, Verizon beat analyst EPS
estimates in 2025 throughout the year, beating full year
EPS by around $0.12. We forecast earnings to increase
slightly by around $0.01 in 2026, driven by Verizon's
expected postpaid subscriber growth, our forecasted
ARPU increases, and new revenue streams from the
Frontier acquisition.

For Verizon’s 2026 guidance, they expect 750k-1 million
postpaid net additions, but relatively flat overall revenue
growth. This is reflected conservatively in our model, as
overall revenue decreases from ~$138b to ~$136b in 2026.
Management also suggests that adjusted EPS will increase
by around 4-5%, which is slightly inconsistent with our
model. This inconsistency is caused by the fact that our
model does not fully capture the Frontier acquisition and




projected OpEx savings. We chose to exclude these factors
in our model because we lack sufficient information on
where these savings will come from and how the
acquisition will impact EBITDA.

Frontier Acquisition

The most consequential development for Verizon is the
closing of its $20 billion acquisition of Frontier
Communications in January 2026, which added over 9
million fiber passings to its Fios network, increasing its
fiber footprint by around 30%. This is a significant
expansion and allows Verizon to further develop its
capabilities in terms of bundling services. Verizon has
identified that bundling fiber and wireless services reduces
churn by around 40% versus standard home internet [1],
which is critical for managing the aggressive nature of T-
Mobile.

Although the amount was not disclosed in the agreement,
this deal will add significant leverage to Verizon’s balance
sheet. To offset this, Verizon estimates that it will achieve
around S$1 billion in cost savings by 2028 once the Frontier
network is fully integrated [10]. Management has also
increased their goal of 35 million fiber passings to around
50 million, underscoring their commitment to network
convergence and subscriber monetization.

U.S. Market Saturation

The largest risk to our investment thesis is the nature of
the wireless market itself. With smartphones becoming a
necessity in society, the market is nearly 100% saturated
and every net add for Verizon comes at the expense of a
competitor, and vice versa. This dynamic effectively
creates a price war between companies, as they are
incentivized to poach each other’s customers through
promotions, device subsidies, and discounts, which
suppress ARPU. It will be difficult for Verizon to effectively
manage their overall subscriber base while maintaining a
high ARPU margin, as it is difficult to do both
simultaneously in a saturated market.

Competitive Pressure from T-Mobile

The competitive threat from T-Mobile represents the most
significant risk to this thesis. T-Mobile’s aggressive
expansion following its merger with Sprint in 2020, has
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closed the network quality gap that historically justified
Verizon’s price premium. This is a critical development
because Verizon’s pricing power has been anchored in the
perception that it has a superior network, which is slowly
diminishing in the eyes of consumers.

T-Mobile has also shown that it is able to outpace Verizon's
net additions in the postpaid market, as its organic
additions outpaced Verizon by roughly 4-5x, even
excluding their US Cellular acquisition. This reflects a shift
in consumer preferences toward value-based pricing,
which VZ has struggled to compete with. Verizon’s
convergence and bundling strategies are largely a
defensive move to mitigate this development, rather than
a proactive offensive strategy. This creates a risk that by
the time this strategy is scaled effectively, T-Mobile will
have already captured a disproportionate share of the
postpaid market which will make it hard for Verizon to
reclaim lost ground.

Leverage Risk

Entering 2026 with ~$139 billion in long-term debt, and
adding approximately $10 billion more after the Frontier
acquisition, Verizon carries one of the largest debt loads in
the S&P 500. With a forecasted interest expense of ~$8.2
billion, the company’s free cash flow is incredibly sensitive
to any reduction in operating performance. If subscriber
growth disappoints, or if their projected $5 billion in OpEx
savings fails to materialize, Verizon must choose between
debt repayment, further infrastructure investment, or
dividend maintenance. Verizon’s dividend has been
steadily raised for 20 years, so any signal that the dividend
is at risk would result in a significant devaluation of their
stock. Overall, Verizon’s elevated leverage leaves little
margin for error if their operating revenue falls flat or
declines.

Debt Maturity Analysis

Verizon’s debt maturity schedule consists of limited near-
term obligations and the majority of debt due beyond
2030. Upcoming maturities of $1.1B in 2026 and $3.0B in
2027 are minimal relative to the company’s projected cash
flow generation.

Based on our model, Verizon generates approximately
S29B - $35B in operating cash flow annually, which




comfortably covers near-term maturities and suggests no
immediate liquidity risk.

However, as maturities increase to 8-13B annually from
2028-2030 and over $120B thereafter, Verizon does not
generate sufficient excess cash to fully repay its long-term
debt obligations. As a result, the company will rely on
ongoing refinancing, which is typical for capital-intensive
telecom businesses.

Therefore, Verizon’s primary financial risk is not its ability
to meet near-term obligations, but rather its long-term
dependence on capital markets, exposing it to interest rate
risk and potential increases in financing costs.

Five-Year Debt Maturity Schedule

Fiscal Year Coupon (%) Payment (Smil)
2026 $1,087.2
2027 2,986.3
2028 8,314.4
2029 9,515.5
2030 13,082.5
Thereafter 119,735.1
Total 154,721.0

Source: FactSet LT Debt by Maturity Summary

VALUATION

Verizon’s valuation is based on a conservative set of
assumptions that reflects its position as a mature capital-
intensive telecom operator. Revenue is projected to grow
modestly from approximately $134.8B in 2024 to $138.1B
by 2027, implying a 1.0-1.2% annual growth rate in the
near term. The growth is primarily driven by a stabilization
in wireless equipment revenue rising from $25.4B in
2025FY to $25.5B in 2026FY. The core service revenue also
remains relatively flat at around $112B in 2025FY to $110B
in 2026FY, reflecting ongoing pricing pressure and market
saturation in the U.S wireless industry. As a result, the
model assumes that growth is primarily driven more by
pricing mix, premium plan adoption, and 5G monetization
rather than subscriber expansion. Operating expenses are
forecasted to remain relatively stable, fluctuating between
$106B and 108B between 2025FY and 2028FY. This reflects
the reality that Verizon’s cost structure is largely fixed,
driven by network maintenance, spectrum amortization,
and customer retention costs limiting significant operating
leverage. Therefore, profitability remains stable, with EBIT
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increasing modestly from $29.26B in 2025 to $29.27B in
2026. This implies that operating margins are in the 21-
22% range throughout the forecast period. Additionally,
capital expenditures also have a 9-year historical average
reflecting a constant capex of $18.3B which is reflecting a
transition from peak 5G investment towards a
maintenance phase, though still reflecting the ongoing
capital required to sustain network quality and
competitiveness. The key revenue driver in the model is
postpaid ARPU growth, currently assumed at ~1%
annually. This figure is derived from Verizon’s 2025
reported average monthly revenue per account of
$147.31, and reflects our view that Verizon is constrained
by the saturation of the U.S wireless market and the
increasing reliance on improved subscriber monetization.
The recent acquisition of Frontier Communications also
provides additional upside to the growth of this figure.

Our EPS estimates of $4.10 in 2026, $4.20 in 2027, and
S4.34 are conservatively below the street consensus of
$4.79 in 2026, $5.17 in 2027, and $5.60 in 2028. This is
primarily due to our treatment of the Frontier acquisition.
Given the limited availability of integration data at the
time of this analysis, we were unable to reliably model the
revenue uplift from Frontier's ~7.2 million fiber passings,
the associated cost synergies, or the incremental
depreciation and amortization burden from the acquired
asset base. As a result, we have taken a conservative
stance in our valuation, and excluded speculated upside
associated with the acquisition. Should acquisition meet
the targets laid out by management, intrinsic value could
be pushed to upwards of $60, consistent with our beta
sensitivity table.

Our WACC of 5.94%, derived from a beta of 0.49, risk-free
rate of 4.34%, and equity risk premium of 5.00%, is the
single most powerful sensitivity variable in the model. The
WACC and beta sensitivity table confirms this, moving
from 5.64% to 6.24% compresses the implied price from
roughly $59.62 to $48.43, a range of over $11, while
holding WACC constant and varying beta across the full
0.34-0.64 range produces ~$0.25 price difference within
any given row. At our base case WACC of 5.94%, the model
implies a price of approximately $53.56-553.81, closely
corroborating our DCF price of $53.66 and providing
confidence in the output. Critically, even in the most
adverse scenario tested, a WACC of 6.24%, the implied
floor of ~$48.32 remains above the current share price of
$47.01, suggesting limited downside under reasonable
assumptions. We put greater confidence in the DCF over




relative valuation of $50.35, as the peer-implied prices
using P/E multiples from AT&T and T-Mobile produce a
wide range, reflecting how poorly earnings multiples
translate across firms with different leverage profiles and
growth trajectories.

Overall, the model reflects a business that is not driven by
high growth or margin expansion, but rather by stable cash
flows, recurring revenue, and infrastructure durability. The
valuation remains sensitive to several key assumptions,
such as Verizon’s reported monthly revenue per postpaid
account growth rate as well as tweaks to the beta input.
Ultimately our valuation of $53.66 stems from the DCF
model.

KEYS TO MONITOR

Bull Case

The most significant catalyst is the Frontier acquisition,
which adds around 7.2 million fiber passings to their Fios
network. Verizon is also forecasting an increase of roughly
3 million FWA connections over the next 3 years, which will
be the key to increasing their postpaid subscriber base.

The core bull case also relies on Verizon’s ability to convert
its network infrastructure into improved customer
monetization and ARPU. Our model assumes an annual
increase of ~1%, which is a conservative estimate of the
potential growth of this figure and any extra increases
could drive the implied price of the DCF model even
higher. Analysts should monitor the quarterly changes of
this figure, as sustained growth only furthers the bull case.

Verizon’s estimated $5 billion in OpEx savings would also
allow VZ increased flexibility in their debt management.
Every deleveraging step taken allows the company reduce
equity risk, which compresses WACC and drives the DCF
price well above $59 as shown in the sensitivity tables.

Bear Case

The primary bear case is T-Mobile’s continuous postpaid
share gains. T-Mobile has consistently outpaced Verizon in
net postpaid additions, and if this trend accelerates,
service revenue could decline rather than stabilize,
invalidating the flat-to-modest growth assumption
underpinning the entire model. Analysts should monitor
quarterly additions of postpaid subscribers relative to T-

Page 10

L
Tippie
| College of
Business
T Univessiry o lowa

Mobile, as the revenue growth may need to be reassessed
if growth slows

A further structural risk is U.S. wireless market saturation.
With domestic penetration effectively at or above 100%,
subscriber growth is no longer a meaningful revenue
driver. This matters because our entire valuation is
anchored to ARPU growth rather than volume, and
saturation intensifies the promotional pricing competition
that most directly threatens that assumption. |If
competitive pressure from T-Mobile forces Verizon to
defend its postpaid base through deeper discounts, ARPU
growth could stall at or below our 0.5% base case rather
than inflecting toward the 1.0-1.5% range that supports
our price target. Analysts should monitor postpaid phone
churn quarterly — a sustained move above 1.0% would
signal Verizon is losing the retention battle, ARPU
assumptions would need revision, and suggests the DCF
price would fall toward the $48-$50 range, prompting a
reassessment of the Buy rating.
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Verizon Communications Inc. (VZ)
Revenue Decomposition

All Revenues in Billions (except avg rev/connection)
Fiscal Years Ending Dec. 31

Total operating revenues S
Service revenues and other
Wireless equipment revenues

Total Service Revenues

Consumer Segment

# of Total Wireless Subscribers (000)
# of Wireless Subscribers - Postpaid (000)
# of Wireless Subscribers - Prepaid (000)

v n

Connections Growth
Postpaid Growth
Prepaid Growth

Verizon Reported Monthly Revenue per Postpaid Accour $
Growth Rate

# Connections per Account
Growth Rate

Annual Average Revenue per Postpaid User S

Verizon Reported Monthly Revenue per Prepaid User S
Growth Rate

Annual Average Revenue per Prepaid User S

Annual Average Revenue per Prepaid User Growth

Fios Revenue S
Fios Revenue Growth

Other Revenue S
Other Revenue Growth

Total Consumer Revenues S

Enterprise and Public Sector S
Growth Rate

Business Markets and Other S
Growth Rate

Wholesale S

Growth Rate

Total Business Revenues S

Wireless Equipment Revenues

Postpaid Upgrades (000)
Postpaid Upgrade Rate

Gross Postpaid Additions

Gross Postpaid / Total Postpaid
Prepaid Units Sold (10% estimate)

Average Sale Price S
Average Sale Price Growth Rate

2023

133.97 S
109.65 $
2432 $

114,972
93,850
21,122

1.05%
2.17%
-6.80%

137.80 $
9.39%
2.84
2.53%

582.25 S

30.80 S
-0.96%
369.60 S
-0.96%

1161 S
-0.07%
365 S

7771 S

15.08 S

-4.90%

1272 S

0.81%

233 S

-10.59%

30.12 S

17,712
18.87%
15,895
16.94%

2,112

680.92 $

9.46%

2024

134.79 S
11157 $
2322 $

115,256
95,118
20,138

4.07%
1.35%
-4.66%

144.00 S
4.50%
2.9
2.11%

595.86 $

3150 S

2.27%
378.00 S

2.27%

1165 S
0.28%
385 S

79.78 S

1422 S

-5.69%

13.10 S

3.02%

221 S

-5.02%

2953 S

16,092
16.92%
19,610
20.62%

2,014

615.58 S

-9.60%

2025

2026E

2027E

2028E

2029E

2030E

2031E

2032E

2033E

2034E

13819 S 136.41 S 138.03 S 139.66 S 14132 $ 14295 S 14456 S 146.14 S 147.69 S 149.22
112,72 $ 110.89 $ 112.14 S 11346 S 11483 $ 116.22 S 117.63 $ 119.07 $ 120.53 $ 122.00
25.47 'S 25.52

115,903
95,678
20,225

1.34%
0.59%
0.43%

147.31
2.30%
2.95
1.72%

599.23

32.52

3.24%
390.24

3.24%

11.68
0.27%
4.12

81.02

13.53
-4.81%

13.58
3.68%

1.95
-11.74%

29.07

17,783

18.59%
19,784

20.68%
2,023

643.35
4.51%

116,600
96,577
20,023

-2.86%
0.94%
-1.00%

S 148.78

1.00%
2.98
1.00%

S 599.23

S 32.68

0.50%

S 392.19

0.50%

S 11.74

0.50%

S 4.14

0.50%

S 81.60

S 13.60
1%

S 13.72
1.00%

S 1.97
1.00%

S 29.29

17,384
18.00%
19,315
20.00%

2,002

S 659.44
2.50%

$

$

$

S

$

25.88

117,955
98,132
19,823

0.84%
1.61%
-1.00%

150.27
1.00%
3.01
0.90%

599.82

32.85

0.50%
394.15

0.50%

11.80
0.50%
4.16
0.50%

82.63

13.67
1%

13.85
1.00%

1.99
1.00%

29.52

17,664
18.00%
18,645
19.00%

1,982

675.92
2.50%

$

$

$

s

$

26.20

119,238
99,614
19,624

0.76%
1.51%
-1.00%

151.77
1.00%
3.03
0.80%

601.01

33.17

1.00%
398.09

0.50%

11.85
0.50%
4.18
0.50%

83.71

13.74
1%

13.99
1.00%

2.01
1.00%

29.74

17,931
18.00%
17,931
18.00%

1,962

692.82
2.50%

$

$

$

S

$

26.49

120,447
101,019
19,428

0.68%
1.41%
-1.00%

153.29
1.00%
3.05
0.70%

602.80

33.67

1.50%
404.07

0.50%

11.91
0.50%
4.20
0.50%
84.86

13.81
1%

14.13
1.00%

2.03
1.00%

29.97

18,183
18.00%
17,173
17.00%

1,943

710.14
2.50%

$

$

$

S

$

26.73

121,576
102,342
19,234

0.61%
1.31%
-1.00%

154.82
1.00%
3.07
0.60%

605.20

34.18

1.50%
410.13

0.50%

11.97
0.50%
4.22
0.50%

86.02

13.88
1%

14.27
1.00%

2.05
1.00%

30.20

18,422
18.00%
16,375
16.00%

1,923

727.89
2.50%

5

3

3

26.92

122,622
103,580
19,041

0.53%
1.21%
-1.00%

156.37
1.00%
3.09
0.50%

608.21

34.69

1.50%
416.28

0.50%

12.03
0.50%
4.24
0.50%
87.20

13.95
1%

14.42
1.00%

2.07
1.00%

30.44

18,644
18.00%
15,537
15.00%

1,904

746.09
2.50%

$

$

$

S

$

27.07

123,581
104,730
18,851

0.45%
1.11%
-1.00%

157.94
1.00%
3.10
0.40%

611.84

35.21

1.50%
422.52

0.50%

12.09
0.50%
4.26
0.50%
88.40

14.01
1%

14.56
1.00%

2.09
1.00%

30.67

18,851
18.00%
14,662
14.00%

1,885

764.74
2.50%

$

$

$

s

$

27.17

124,450
105,788
18,663

0.38%
1.01%
-1.00%

159.52
1.00%
3.11
0.30%

616.11

35.74

1.50%
428.86

0.50%

12.15
0.50%
4.28
0.50%

89.62

14.08
1%

14.71
1.00%

2.12
1.00%

30.91

19,042
18.00%
13,752
13.00%

1,866

783.86
2.50%

$

$

$

$

$

27.22

125,226
106,750
18,476

0.30%
0.91%
-1.00%

161.11
1.00%
3.11
0.20%

621.03

36.27

1.50%
435.29

0.50%

12.21
0.50%
4.30
0.50%
90.86

14.16
1%

14.85
1.00%

2.14
1.00%

31.15

19,215
18.00%
12,810
12.00%

1,848

803.46
2.50%



Verizon Communications Inc. (VZ)
Balance Sheet

Fiscal Years Ending Dec. 31

Total assets
Total current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Inventories
Prepaid expenses and other
Net PPE
Investments in unconsolidated businesses
Wireless licenses
Goodwill
Other intangible assets, net
Operating lease right-of-use assets
Other assets
Total liabilities and equity
Total current liabilities
Debt maturing within one year
Accounts payable and accrued liabilitie
Current operating lease liabilities
Other
Total long-term liabilities
Long-term debt
Employee benefit obligations
Deferred income taxes
Non-current operating lease liabilities
Other liabilities
Total equity

2022

379.68
37.86
2.61
24.51
2.39
8.36
107.43
1.07
149.80
28.67
11.46
26.13
17.26
379.68
50.17
9.96
23.98
4.13
12.10
237.05
140.68
12.97
43.44
21.56
18.40
92.46

2023

380.26
36.81
2.07
25.09
2.06
7.61
108.31
0.95
155.67
22.84
11.06
24.73
19.89
380.26
53.22
12.97
23.45
4.27
12.53
233.23
137.70
13.19
45.78
20.00
16.56
93.80

2024

384.71
40.52
4.19
26.11
225
7.97
108.52
0.84
156.61
22.84
11.13
24 .47
19.77
384.71
64.77
22.63
23.37
4.42
14.35
219.37
121.38
12.00
46.73
19.93
19.33
100.58

2025

404.26
56.92
19.05
27.10

244
8.34
109.47
0.79

157.04
22.84
10.46
23.50
23.25

404.26
62.37
18.62
24.98

4.54
14.23

236.15

139.53
11.10
48.72
18.95
17.85

105.74

2026E

409.67
60.35
26.49
24.98

1.95
6.93
108.65
0.79

157.04
22.84
10.46
23.50
26.04

409.67
61.71
18.62
23.36

5.00
14.73

236.17

139.53
16.82
44.97
20.01
14.85

111.79

2027E

416.90
65.39
31.14
25.27

1.97
7.01
107.98
0.79

157.04
22.84
10.46
23.50
28.90

416.90
62.85
18.62
23.64

5.00
15.59

235.89

139.53
16.82
44.69
20.01
14.85

118.16

2028E

424.54
70.70
36.03
25.57

1.99
7.10
107.43
0.79

157.04
22.84
10.46
23.50
31.79

424.54
64.01
18.62
23.92

5.00
16.48

235.66

139.53
16.82
44.46
20.01
14.85

124.87

2029E

432.60
78.57
43.50
25.88

2.02
7.18
106.98
0.79

157.04
22.84
10.46
23.50
32.43

432.60
65.20
18.62
24.20

5.00
17.38

235.47

139.53
16.82
44.27
20.01
14.85

131.93

2030E

441.05
86.75
51.27
26.18

2.04
7.26
106.60
0.79

157.04
22.84
10.46
23.50
33.08

441.05
66.39
18.62
24.48

5.00
18.29

235.32

139.53
16.82
44.11
20.01
14.85

139.34

2031E

449.90
95.25
59.37
26.47

2.06
7.35
106.29
0.79

157.04
22.84
10.46
23.50
33.74

449.90
67.60
18.62
24.76

5.00
19.22

235.19

139.53
16.82
43.99
20.01
14.85

147.11

2032E

459.14
104.08
67.80
26.76
2.09
7.43
106.03
0.79
157.04
22.84
10.46
23.50
34.41
459.14
68.81
18.62
25.03
5.00
20.16
235.08
139.53
16.82
43.88
20.01
14.85
155.25

2033E

468.79
113.25
76.59
27.04
2.11
7.51
105.82
0.79
157.04
22.84
10.46
23.50
35.10
468.79
70.03
18.62
25.29
5.00
21.12
235.00
139.53
16.82
43.79
20.01
14.85
163.77

2034E

478.85
122.78
85.75
27.32
2.13
7.58
105.65
0.79
157.04
22.84
10.46
23.50
35.80
478.85
71.25
18.62
25.56
5.00
22.08
234.92
139.53
16.82
43.72
20.01
14.85
172.68



Verizon Communications Inc. (VZ)
Common Size Balance Sheet

Fiscal Years Ending Dec. 31
Total assets
Total current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Inventories
Prepaid expenses and other
Plant, property and equipment
Accumulated depreciation
Net PPE
Investments in unconsolidated businesses
Wireless licenses
Goodwill
Other intangible assets, net
Operating lease right-of-use assets
Other assets
Other assets excluding deposit for wireless licenses
Total liabilities and equity
Total current liabilities
Debt maturing within one year
Accounts payable and accrued liabilities
Current operating lease liabilities
Other
Total long-term liabilities
Long-term debt
Employee benefit obligations
Deferred income taxes
Non-current operating lease liabilities
Other liabilities
Total equity

pI7E]
100.00%
9.68%
0.54%
6.60%
0.54%
2.00%
84.18%
-55.70%
28.48%
0.25%
40.94%
6.01%
2.91%
6.50%
5.23%
5.23%
100.00%
14.00%
3.41%
6.17%
1.12%
3.30%
61.34%
36.21%
3.47%
12.04%
5.26%
4.35%
24.67%

2024
100.00%
10.53%
1.09%
6.79%
0.58%
2.07%
86.14%
-57.94%
28.21%
0.22%
40.71%
5.94%
2.89%
6.36%
5.14%
5.14%
100.00%
16.84%
5.88%
6.08%
1.15%
3.73%
57.02%
31.55%
3.12%
12.15%
5.18%
5.02%
26.14%

2025
100.00%
14.08%
4.71%
6.70%
0.60%
2.06%
83.61%
-56.53%
27.08%
0.19%
38.85%
5.65%
2.59%
5.81%
5.75%
5.75%
100.00%
15.43%
4.61%
6.18%
1.12%
3.52%
58.41%
34.52%
2.75%
12.05%
4.69%
4.42%
26.16%

2026E
100.00%
14.73%
6.47%
6.10%
0.48%
1.69%

26.52%
0.19%
38.33%
5.58%
2.55%
5.74%
6.36%
100.00%
15.06%
4.54%
5.70%
1.22%
3.60%
57.65%
34.06%
4.10%
10.98%
4.88%
3.63%
27.29%

2027E
100.00%
15.69%
7.47%
6.06%
0.47%
1.68%

25.90%
0.19%
37.67%
5.48%
2.51%
5.64%
6.93%
100.00%
15.08%
4.47%
5.67%
1.20%
3.74%
56.58%
33.47%
4.03%
10.72%
4.80%
3.56%
28.34%

2028E
100.00%
16.65%
8.49%
6.02%
0.47%
1.67%

25.31%
0.18%
36.99%
5.38%
2.46%
5.53%
7.49%
100.00%
15.08%
4.39%
5.63%
1.18%
3.88%
55.51%
32.87%
3.96%
10.47%
4.71%
3.50%
29.41%

2029E
100.00%
18.16%
10.06%
5.98%
0.47%
1.66%

24.73%
0.18%
36.30%
5.28%
2.42%
5.43%
7.50%
100.00%
15.07%
4.30%
5.59%
1.16%
4.02%
54.43%
32.25%
3.89%
10.23%
4.62%
3.43%
30.50%

2030E
100.00%
19.67%
11.63%
5.93%
0.46%
1.65%

24.17%
0.18%
35.61%
5.18%
2.37%
5.33%
7.50%
100.00%
15.05%
4.22%
5.55%
1.13%
4.15%
53.35%
31.64%
3.81%
10.00%
4.54%
3.37%
31.59%

2031E
100.00%
21.17%
13.20%
5.88%
0.46%
1.63%

23.63%
0.17%
34.91%
5.08%
2.32%
5.22%
7.50%
100.00%
15.02%
4.14%
5.50%
1.11%
4.27%
52.28%
31.01%
3.74%
9.78%
4.45%
3.30%
32.70%

2032E
100.00%
22.67%
14.77%
5.83%
0.45%
1.62%

23.09%
0.17%
34.20%
4.97%
2.28%
5.12%
7.50%
100.00%
14.99%
4.05%
5.45%
1.09%
4.39%
51.20%
30.39%
3.66%
9.56%
4.36%
3.23%
33.81%

2033E
100.00%
24.16%
16.34%
5.77%
0.45%
1.60%

22.57%
0.17%
33.50%
4.87%
2.23%
5.01%
7.49%
100.00%
14.94%
3.97%
5.40%
1.07%
4.50%
50.13%
29.76%
3.59%
9.34%
4.27%
3.17%
34.93%

2034E
100.00%
25.64%
17.91%
5.71%
0.44%
1.58%

22.06%
0.16%
32.79%
4.77%
2.18%
4.91%
7.48%
100.00%
14.88%
3.89%
5.34%
1.04%
4.61%
49.06%
29.14%
3.51%
9.13%
4.18%
3.10%
36.06%



Verizon Communications Inc. (VZ)
Income Statement

Fiscal Years Ending Dec. 31

Total operating revenues $ 13397 $ 13479 S 138.19 136.41 138.03 139.66 141.32 142.95 144.56 146.14 147.69 149.22
Service revenues and other $ 10965 $ 11157 $ 11272 S 110.89 S 11214 S 11346 S 11483 S 11622 $ 11763 $ 119.07 $ 12053 S 122.00
Wireless equipment revenues $ 2432 $ 2322 $ 2547 S 2552 S 2588 S 2620 S 2649 S 2673 S 2692 S 2707 $§ 2717 $ 27.22
Total operating expenses $ (111.10) $ (106.10) $ (108.93) $ (106.99) $ (107.94) $ (108.89) $ (109.84) $ (110.75) $ (111.63) $ (112.46) $ (113.25) $ (113.99)
Cost of services and sales $ (54.89) $ (54.10) $ (56.77) $ (55.96) $ (56.68) $ (57.36) S (58.02) S (58.63) S (59.20) $ (59.72) $ (60.19) $ (60.60)
Cost of services S (2810) $ (28.00) $ (27.79) $ (27.39) $ (27.70) $ (28.02) $ (2836) S (2871) $ (29.06) $ (29.41) $ (29.77) $ (30.13)
Wireless cost of equipment $ (26.79) $ (26.10) $ (28.98) S (28.57) S (28.98) S (29.34) S (29.65) S (29.92) S (30.14) S (30.31) S (30.42) S (30.47)
Selling, general and administrative expense $ (3275) $  (34.11) $ (33.82) S (31.88) S (32.26) S (32.64) S (33.03) S (33.41) S (33.79) S (34.16) S (34.52) S (34.88)
Depreciation and amortization expense $  (17.62) S (17.89) $ (18.35) S$ (19.15) S (19.00) $ (18.89) $ (18.79) S (18.71) S (18.64) S (1859) $ (1855) S (18.51)
Oath goodwill impairment S (5.84) $ -
Sales of businesses, net
Operating income / loss S 2288 $ 28.69 $ 2926 S 2942 $ 3009 $ 3077 S 3148 $ 3220 $ 3293 $ 3368 S 3444 S 3523
Equity in losses / earnings of unconsolidated businesses S (0.05) $ (0.05) $ -
Other income / expense, net S (0.31) $ 1.00 $ 0.11
Interest expense $ (5.52) $ (6.65) $ (6.69) S (824) S (824) S (824) S (824) S (824) S (8.24) S (8.24) S (824) S (8.24)
Minority interest
Income / loss before provision / benefit for income taxes $ 1699 $ 2298 $ 2267 S 2118 S 2185 $ 2253 S 2324 S 2396 $ 2469 S 2544 S 2620 S 2699
Provision / benefit for income taxes $ (4.89) $ (5.03) $ (5.06) S (3.40) $ (351) S (3.62) S (3.73) S (385 S (397) S (4.09) S (4.21) S (4.34)
Income from discontinued operations, net of tax
Extraordinary item, net of tax
Cumulative effect of accounting change, net of tax
Net Income S 12.10 S 1795 S 1761 $ 1778 S 1834 $ 1891 $ 1951 S 2041 $ 2072 $ 2135 S 2199 S 22.65
Net income attributable to noncontrolling interests $ (0.48) $ (0.44) $ (043) $ (0.43) $ (043) S (043) S (043) S (0.43) S (0.43) S (043) S (0.43) S (0.43)
Net income / loss attributable to Verizon $ 1161 S 1751 $ 1717 S 1734 $ 1790 S 1848 S 19.07 $ 1967 S 2029 S 2092 $ 2156 S 22.22
Per share
Basic $ 276 S 415 S 406 'S 410 S 424 S 437 S 451 S 466 S 480 S 495 S 510 $ 5.26
Diluted $ 275 $ 414 S 406 'S 410 S 423 S 437 S 451 S 465 S 480 S 494 S 510 $ 5.25
Weighted average shares
Basic (M) $ 4,211.00 $ 4,218.00 $ 4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00 $4,226.00
Diluted (M) $ 4,215.00 $ 4,223.00 $ 4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00 $4,231.00

Diluted EPS Growth -45.65% 50.55% -1.93% 0.96% 3.22% 3.21% 3.22% 3.16% 3.12% 3.09% 3.07% 3.07%



Verizon Communications Inc. (VZ)
Common Size Income Statement

Fiscal Years Ending Dec. 31

Total operating revenues
Service revenues and other
Wireless equipment revenues
Total operating expenses
Cost of services and sales
Cost of services
Wireless cost of equipment
Selling, general and administrative expense
Depreciation and amortization expense
Oath goodwill impairment
Operating income / loss
Equity in losses / earnings of unconsolidated businesses
Other income / expense, net
Interest expense
Income / loss before provision / benefit for income taxes
Provision / benefit for income taxes
Net Income
Net income attributable to noncontrolling interests
Net income / loss attributable to Verizon
Per share
Basic
Diluted

2023

100.00%
81.85%
18.15%

-82.92%

-40.97%
-20.97%
-19.99%
-24.44%
-13.15%
-4.36%
17.08%
-0.04%
-0.23%
-4.12%
12.68%
-3.65%
9.03%
-0.36%
8.67%
2.06%
2.05%

2024

100.00%
82.78%
17.22%

-78.72%

-40.13%
-20.77%
-19.36%
-25.31%
-13.27%
21.28%
-0.04%
0.74%
-4.93%
17.05%
-3.73%
13.32%
-0.33%
12.99%
3.08%
3.07%

2025

100.00%
81.57%
18.43%

-78.83%

-41.08%

-20.11%
-20.97%
-24.47%
-13.28%

21.17%

0.08%
-4.84%
16.41%
-3.66%
12.74%
-0.31%
12.43%

2.94%

2.94%

2026E

100.00%
81.29%
18.71%

-78.43%

-41.03%

-20.08%

-20.95%
-23.37%
-14.04%

21.57%

-6.04%
15.53%
-2.50%
13.03%
-0.32%
12.71%

3.01%

3.00%

2027E

100.00%
81.25%
18.75%

-78.20%

-41.06%

-20.07%

-20.99%
-23.37%
-13.77%

21.80%

-5.97%
15.83%
-2.54%
13.28%
-0.31%
12.97%

3.07%

3.07%

2028E

100.00%
81.24%
18.76%

-77.97%

-41.07%

-20.07%

-21.01%
-23.37%
-13.52%

22.03%

-5.90%
16.13%
-2.59%
13.54%
-0.31%
13.23%

3.13%

3.13%

2029E

100.00%
81.26%
18.74%

-77.72%

-41.06%

-20.07%

-20.98%
-23.37%
-13.30%

22.28%

-5.83%
16.45%
-2.64%
13.80%
-0.31%
13.50%

3.19%

3.19%

2030E

100.00%
81.30%
18.70%

-77.48%

-41.01%

-20.08%

-20.93%
-23.37%
-13.09%

22.52%

-5.76%
16.76%
-2.69%
14.07%
-0.30%
13.76%

3.26%

3.25%

2031E

100.00%
81.38%
18.62%

-77.22%

-40.95%

-20.10%

-20.85%

-23.37%

-12.90%
22.78%

-5.70%
17.08%
-2.74%
14.33%
-0.30%
14.03%

3.32%

3.32%

2032E

100.00%
81.48%
18.52%

-76.96%

-40.86%

-20.12%

-20.74%

-23.37%

-12.72%
23.04%

-5.64%
17.41%
-2.80%
14.61%
-0.30%
14.31%

3.39%

3.38%

pLEE]S

100.00%
81.60%
18.40%

-76.68%

-40.75%

-20.16%

-20.60%

-23.37%

-12.56%
23.32%

-5.58%
17.74%
-2.85%
14.89%
-0.29%
14.60%

3.45%

3.45%

2034E

100.00%
81.76%
18.24%

-76.39%

-40.61%

-20.20%

-20.42%

-23.37%

-12.40%
23.61%

-5.52%
18.09%
-2.91%
15.18%
-0.29%
14.89%

3.52%

3.52%



Verizon Communications Inc. (VZ)
Historical Cash Flow Statement

Fiscal Years Ending Dec. 31

Operating Activities

Net Income / Starting Line $ 1361 $ 3055 $ 16.04 $ 1979 $ 1835 $ 2262 $ 2175 $§ 1210 $ 1795 § 17.61
Depreciation, Depletion & Amortization $ 1593 $ 1695 $ 1740 $ 1668 $ 1672 $ 1621 $ 1710 $ 1762 $ 1789 $ 18.35
Depreciation and Depletion $ 1423 $ 1474 $ 1519 $ 1437 $ 1428 $ 1412 $ 1459 $ 1494 $ 1511
Amortization of Intangible Assets $ 170 $ 221 $ 222 $ 231 $ 245 $§ 209 $ 251 $ 269 $ 278
Deferred Taxes & Investment Tax Credit $ (1.06) $ (14.46) $ 039 $ 123 § 155 $§ 426 $ 297 $ 239 $§ 082 $ 234
Deferred Taxes $ (106) $ (1446) $ 039 $ 123 $§ 155 $ 426 $ 297 $ 239 $ 082 $ 234
Other Funds $ 426 $ (279 $ 169 $ 166 $ 231 $ (257) $ (045 $ 935 $ 236 $ 1.16
Funds from Operations $ 3274 $ 3025 $ 3552 $ 3936 $ 3893 $ 4052 $ 4138 $ 4145 $ 39.02 $ 3946
Changes in Working Capital $ (1002) $ (495 $ (118 $ (361) $ 284 $ (098) $ (423) $ (398 $ (211) $ (2.32)
Receivables $ (507) $ (544) % (267 % (147) $ 019 $ (159 $ (1.98) $ (2200 $ (257
Inventories $ 006 $ 017 $ (032) $ (0.08) $ (037) $ (091) $ 063 $ 029 $ (0.20)
Accounts Payable $ (108 $ (034 $ 178 $ (236) $ (097) $ 146 $ (003) $ 208 $ 1.1
Other Assets/Liabilities $ (394 $ 066 $ 004 $ 029 $ 398 $ 006 $ (285 $ (4.15) $ (0.45)
Net Operating Cash Flow $ 2272 $ 2531 $ 3434 $ 3575 $ 4177 $ 3954 $ 3714 $ 3748 $ 3691 $ 37.14
Investing Activities
Capital Expenditures $ (1759) $§ (17.83) $ (18.09) $ (18.84) $ (20.32) $ (67.88) $ (26.74) $ (24.56) $ (17.99) $ (17.46)
Capital Expenditures (Fixed Assets) $ (17.08) $ (17.25) $ (16.66) $ (17.94) $ (18.19) $ (20.29) $ (23.09) $ (18.77) $ (17.09) $ (17.01)
Capital Expenditures (Other Assets) $ (053) $ (058 $ (143) $ (090) $ (2.13) $ (4760) $ (365 $ (5.80) $ (0.90) $ (0.45)
Net Assets from Acquisitions $ (377) $ (593) $ (023) $ (0.03) $ (052) $ (407) $ 025 $ (003) $ -
Sale of Fixed Assets & Businesses $ 988 $ 361 $ - $ 003 § - $ 412 $ 003 $ - $ -
Other Funds $ 049 $ 077 $ 038 $ 126 $ (267) $ 067 $ (2200 $ 116 $ (0.68) $  0.80
Other Uses $ - $ - $ - $ - $ (267) % - $ (27) % - $ (0.71)
Other Sources $ 049 $ 077 $ 038 $ 126 $ - $ 067 $ 006 $ 116§ 003 $ 0.80
Net Investing Cash Flow $ (1098) $ (19.37) $ (17.93) $ (17.58) $ (23.51) $ (67.15) $ (28.66) $ (23.43) $ (18.67) $ (16.66)
Financing Activities
Cash Dividends Paid $ (926) $ (947) $ (9.77) $ (10.02) $ (10.23) $ (10.45) $ (10.81) $ (11.03) $ (11.25) $ (11.48)
Common Dividends $ (926) $ (947) $ (977) $ (10.02) $ (10.23) $ (1045) $ (10.81) $ (11.03) $ (11.25) $ (11.48)
Change in Capital Stock $ 000 $ - $ - $ - $ - $ - $ - $ - $ -
Sale of Common & Preferred Stock $ 000 $ - $ - $ - $ - $ - $ - $ - $ -
Proceeds from Sale of Stock $ 000 $ - $ - $ - $ - $ - $ - $ - $ -
Issuance/Reduction of Debt, Net $ (136) $ 759 $ (3.78) $ (523) $ 1427 $ 2255 $ 435 $ (216) $ (478) $ 7.82
Change in Current Debt $ (015 $ (017) $ - $ - $ - $ - $ 011 $ (015 $ -
Change in Long-Term Debt $ (121) $ 776 $ (3.78) $ (523) $ 1427 $ 2255 $ 424 $ (201) $ (478) $  7.82
Issuance of Long-Term Debt $ 1795 $ 3200 $ 1078 $ 1866 $ 3146 $ 4142 $ 1781 $ 861 $ 1557 §$§ 2761
Reduction in Long-Term Debt $ (19.16) $ (2424) $ (1456) $ (23.89) $ (17.19) $ (18.86) $ (13.56) $ (10.62) $ (20.34) $ (19.79)
Other Funds $ (271) $ (485 $ (1.82) $ (292) $ (271) $ (3.83) $ (207) $ (147) $ (1.08) $ (1.95)
Other Uses $ (@71)$ (485 $ (182 $ (292) $ (271) $ (383) $ (207 $ (147) $ (1.08) $ (1.95)
Net Financing Cash Flow $ (1332) $ (673) $ (1538) $ (1816) $ 133 $ 828 $ (853) $ (1466) $ (17.10) $ (5.61)
All Activities
Net Change in Cash $ (159 $ (080) $ 103 $ 000 $ 1958 $ (1934) $ (0.05) $ (061) $ 114 $ 1486
Free Cash Flow $ 566 $ 806 $ 1768 $ 1781 $ 2358 $ 1925 $ 1405 $ 1871 $ 1982 $ 20.13
Free Cash Flow per Share $ 138 $ 197 § 428 $§ 430 $ 569 $ 464 $ 334 $§ 444 $ 469 $ 476
Free Cash Flow Yield (%) $ 259 $ 372 $ 761 $ 701 $ 969 $ 893 $ 848 $ 1177 $ 1174 $ 11.68

All figures in billions of U.S. Dollar except per share items.



Verizon Communications Inc. (VZ)
Forecasted Cash Flow Statement

Fiscal Years Ending Dec. 31 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E
Net income S 1778 $ 1834 S§ 1891 S 1951 S 2011 $ 2072 § 2135 S 2199 S 2265
D&A $ 19.15 § 1900 S 1889 S 1879 S 1871 $ 1864 S 1859 S 1855 S 18.51
Change in Accounts Receivable S 212 $ (030) $ (030) S (030) S (030) S (0.29) S (0.29) S (0.28) S (0.28)
Change in Inventory S 049 $ (0.02) $ (0.02) $ (0.02) $ (002) S (0.02) S (0.02) S (0.02) S (0.02)
Change in Prepaid expense S 140 S (0.08) S (0.08) S (0.08) S (0.08) S (0.08) $ (0.08) S (0.08) S (0.08)
Change in accounts payable and accrued liabilities S (1.62) S 0.28 $ 0.28 $ 0.28 $ 0.28 $ 0.28 $ 0.27 S 0.27 S 0.26
Change in current operating lease liabilities S 0.46 S - S - S - S - S - S - S - S -
Change in Other Current Liabilities (net) S 050 S 0.8 S 0.88 S 090 $ 092 $ 093 $ 094 $ 095 $ 0.96
Change in Employee benefit obligations S 572 S - S - S - S - S - S - S - S -
Change in Deferred income taxes S (3.75) $ (0.28) $ (0.23) S (0.19) $ (0.16) S (0.13) $ (0.11) S (0.09) S (0.07)
Change in Non - current operating lease liabilities S 1.05 $ - S - S - S - S - S - S - S -
Change in other non-current liabilities S  (3.00) S - S - S - S - S - S - S - S -
Cash from operating activities S 4030 S 3780 $ 3833 S 3888 $ 3945 S 4004 S 4065 S 4128 S 4194
Other assets S (2.79) $ (2.86) $ (2.89) $ (0.64) $ (0.65) $ (0.66) $ (0.67) $ (0.69) $ (0.70)
Investments in unconsolidated businesses - - - - - - - - -
Capital Expenditures S (18.33) $ (18.33) S (18.33) S (18.33) S (18.33) $ (18.33) $ (18.33) S (18.33) S (18.33)
Net change in Investing Activities S (21.12) § (21.20) § (21.22) § (18.97) S (18.98) S (19.00) $ (19.01) S (19.02) $ (19.04)
Proceeds from and repayments and repurchases of long term borrowings - - - - - - - - -
Dividends Paid $ (11.73) $ (11.96) $ (12.20) $ (12.45) $ (12.70) $ (12.95) $ (13.21) $ (13.47) $ (13.74)
Net change in financing activities (11.73) (11.96) (12.20) (12.45) (12.70) (12.95) (13.21) (13.47) (13.74)
Change in cash S 745 S 464 S 490 S 746 S 7.77 S 8.10 $ 843 § 879 § 9.16
Beginning Cash 19.05 26.49 31.14 36.03 43.50 51.27 59.37 67.80 76.59
Ending Cash S 2649 S 3114 S 3603 S 4350 $ 5127 $ 5937 S 6780 S 7659 S 8575



Verizon Communications Inc. (VZ)
Value Driver Estimation

Fiscal Years Ending Dec. 31 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E
NOPLAT:
Service Revenues and Other $ 109.65 $ 11157 $ 11272 $ 11089 $ 11214 $ 11346 $ 114.83 $ 11622 $ 117.63 $ 119.07 $ 12053 $ 122.00
Wireless Equipment Revenues S 2432 $ 2322 $ 2547 S 2552 S 2588 S 2620 S 2649 $ 2673 S 2692 S 27.07 $ 2717 S 27.22
Total Revenue $ 13397 $ 13479 $ 13819 S 13641 S 138.03 S 139.66 $ 14132 $ 14295 S 14456 S 146.14 S 147.69 S 149.22
Cost of Services $ (28.10) $ (28.00) $ (27.79)|$ (27.39) S (27.70) S (28.02) S (28.36) S (28.71) $ (29.06) S (29.41) S (29.77) S (30.13)
Wireless Cost of Equipment $ (26.79) $ (26.10) $ (28.98) $ (28.57) $ (28.98) $ (29.34) $ (29.65) $ (29.92) $ (30.14) $ (30.31) $ (30.42) $ (30.47)
Selling General and Admin Expense $ (32.75) $ (34.11) $ (33.82) $ (31.88) S (32.26) S (32.64) S (33.03) $ (33.41) $ (33.79) S (34.16) S (34.52) S (34.88)
Depreciation and Amortization $ (17.62) $ (17.89) $ (18.35) $ (19.15) $ (19.00) $ (18.89) $ (18.79) $ (18.71) $ (18.64) $ (1859) $ (18.55) $ (18.51)
Less: Total Operating Expense $ (105.26) $ (106.10) $ (108.93) $ (106.99) $ (107.94) $ (108.89) $ (109.84) $ (110.75) $ (111.63) $ (112.46) S (113.25) $ (113.99)
Operating EBIT $ 2872 $ 2869 $ 2926 $ 2942 $ 3009 $ 3077 $ 3148 S 3220 $ 3293 S 3368 $ 3444 S 3523
Add back implied interest in operating lease rent expense S 126 $ 121 S 123§ 123 $ 123 $ 123 $ 123 $ 123 $ 123 $ 123 $ 123 $ 1.23
Operating EBIT, adjusted for operating leases $ 2998 $ 2989 S 3049 S 3065 $ 3132 $ 3200 S 3271 S 3343 S 3416 $ 3491 $ 3568 S 36.46
Provision / benefit for income taxes S (489 $ (503) S (506) S (3.40) S (351) S (3.62) S (3.73) S (385 S (397) S (4.09) S (421) S (4.34)
Equity in losses / earnings of unconsolidated businesses $ (0.01) $ (0.01) $ -
Other income / expense, net $ (0.07) S 022 $ 0.02
Interest Expense $ (552) $ (665 S (6.69) S (8.24) S (824) S (8.24) S (824) S (824) S (8.24) S (8.24) S (824) S (8.29)
Total Adjusted Taxes $ (10.50) $ (11.47) $ (11.73) $ (11.64) $ (11.75) $ (11.86) $ (11.97) $ (12.09) $ (12.21) $ (12.33) $ (12.45) $ (12.58)
Change in Deffered Taxes $ 234 $ 095 $ 199 $ (3.75) S (0.28) S (0.23) S (0.19) $ (0.16) $ (0.13) S (0.11) $ (0.09) S (0.07)
NOPLAT $ 2182 $ 1937 $ 2074 $ 1526 S 19.29 $ 19.92 $ 2055 $ 2119 $ 21.83 $ 2248 $ 2314 $ 23.81
NOPLAT Margin 16.29% 14.37% 15.01% 11.19% 13.98% 14.26% 14.54% 14.82% 15.10% 15.38% 15.67% 15.96%
Invested Capital (IC):
Plus: Operating Current Assets (CA):
Cash and cash equivalents 2.07 2.70 2.76 2.73 2.76 2.79 2.83 2.86 2.89 2.92 2.95 2.98
Accounts receivable, net of allowances 25.09 26.11 27.10 24.98 25.27 25.57 25.88 26.18 26.47 26.76 27.04 27.32
Inventories 2.06 2.25 2.44 1.95 1.97 1.99 2.02 2.04 2.06 2.09 211 213
Prepaid expenses and other 7.61 7.97 8.34 6.93 7.01 7.10 7.18 7.26 7.35 7.43 7.51 7.58
Less: Non Interest-Bearing Current Liabilites (CL):
Accounts payable and accrued liabilities 23.45 23.37 24.98 23.36 23.64 23.92 24.20 24.48 24.76 25.03 25.29 25.56
Current operating lease liabilities 4.27 4.42 4.54 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Other Current Liabilities 12.53 14.35 14.23 14.73 15.59 16.48 17.38 18.29 19.22 20.16 21.12 22.08
Total Operating Working Capital (3.44) (3.11) (3.11) (6.50) (7.21) (7.94) (8.68) (9.44) (10.21) (11.00) (11.80) (12.61)
Other Assets 19.89 19.77 23.25 26.04 28.90 31.79 3243 33.08 33.74 34.41 35.10 35.80
Other Liabilities 16.56 19.33 17.85 14.85 14.85 14.85 14.85 14.85 14.85 14.85 14.85 14.85
Net Fixed Capital 333 0.44 5.40 11.19 14.05 16.94 17.58 18.22 18.89 19.56 20.25 20.95
Plant, property and equipment, net of accumulated depreciation 108.31 108.52 109.47 108.65 107.98 107.43 106.98 106.60 106.29 106.03 105.82 105.65
Operating lease right-of-use assets 23.13 23.67 23.11 23.42 23.83 24.27 24.73 25.21 25.72 26.25 26.80 27.37
Total Fixed Capital 134.77 132.63 137.98 143.26 145.87 148.64 149.28 150.04 150.89 151.84 152.87 153.97
Wireless licenses 155.67 156.61 157.04 157.04 157.04 157.04 157.04 157.04 157.04 157.04 157.04 157.04
Goodwill 22.84 22.84 22.84 22.84 2284 22.84 22.84 22.84 22.84 22.84 22.84 22.84
Other intangible assets, net 11.06 11.13 10.46 10.46 10.46 10.46 10.46 10.46 10.46 10.46 10.46 10.46
Goodwill impairment
Total Capital 189.57 190.58 190.34 190.34 190.34 190.34 190.34 190.34 190.34 190.34 190.34 190.34
Total Invested Capital 320.90 320.10 325.20 327.09 328.99 331.04 330.94 330.94 331.02 331.18 331.41 331.70
Free Cash Flow (FCF):
NOPLAT $ 218 $ 1937 $ 2074 $ 1526 $ 1929 $ 1992 $ 2055 $ 2119 $ 2183 $ 2248 $ 2314 $ 2381
Change in IC $ 28 $ (080)$ 510 $ 18 $ 190 $ 205 $ (010) $ (0.00) $ 008 $ 016 $ 023 $ 029
FCF $ 1898 $ 2017 $ 1564 $ 1337 $ 1739 $ 17.87 $ 2065 S 21.19 $ 2174 $ 2232 $ 2291 $ 2353
Return on Invested Capital (ROIC):
NOPLAT $ 2182 $ 1937 $ 2074 S 1526 S 1929 $ 1992 S 2055 $ 2119 $ 2183 S 2248 $ 2314 S 2381
Beginning IC $ 31805 $ 320.90 $ 32010 $ 32520 $ 327.09 $ 32899 $ 331.04 $ 330.94 $ 33094 $ 331.02 $ 331.18 $ 33141
ROIC 6.86% 6.04% 6.48% 4.69% 5.90% 6.05% 6.21% 6.40% 6.60% 6.79% 6.99% 7.19%
Economic Profit (EP):
Beginning IC 318.05 320.90 320.10 325.20 327.09 328.99 331.04 330.94 330.94 331.02 331.18 331.41
x (ROIC - WACC) 0.92% 0.09% 0.54% -1.25% -0.04% 0.11% 0.27% 0.46% 0.65% 0.85% 1.04% 1.24%
EP $ 292 $ 030 $ 172 $ (406) $ (014) $ 037 $ 08 $ 152 $ 216 $ 281 $ 346 $ 412



Verizon Communications Inc. (VZ)
Weighted Average Cost of Capital (WACC) Estimation

Cost of Equity: ASSUMPTIONS:
Risk-Free Rate 4.34% 10Y Treasury Yield
Beta 0.49 3Y Monthly
Equity Risk Premium 5.00% Kroll ERP Estimate as of March 2026
Cost of Equity 6.79%
Cost of Debt:
Risk-Free Rate 4.34% 10Y Treasury Yield
Implied Default Premium 2.16%
Pre-Tax Cost of Debt 6.50% YTM on 30Y Verizon Corporate Bond
Marginal Tax Rate 22%
After-Tax Cost of Debt 5.07%
Market Value of Common Equity: MV Weights
Total Shares Outstanding 4,502,917,657
Current Stock Price $46.27
MV of Equity 208,350,000,000.00
Market Value of Debt:
Short-Term Debt 24,981,000,000.00
Current Portion of LTD 18,618,000,000.00
Long-Term Debt 139,532,000,000.00
PV of Operating Leases 18,951,000,004.54
MV of Total Debt 202,082,000,004.54
Market Value of the Firm 410,432,000,004.54 100.00%

Estimated WACC 5.94%



Verizon Communications Inc. (VZ)
Discounted Cash Flow (DCF) and Economic Profit (EP) Valuation Models

Key Inputs:
CV Growth of NOPLAT 1.00%
CV Year ROIC 7.19%
WACC 5.94%
Cost of Equity 6.79%

Fiscal Years Ending Dec. 31

DCF Model:

Free Cash Flow (FCF)
Continuing Value (CV)
PV of FCF

Value of Operating Assets:
Non-Operating Adjustments

Cash and Cash equivalents

Debt

Value of Operating lease liabilities
Value of Equity

Shares Outstanding

Intrinsic Value of Last FYE

Implied Price as of Today

EP Model:

Economic Profit (EP)
Continuing Value (CV)
PV of EP

Total PV of EP

Invested Capital (last FYE)
Value of Operating Assets:
Non-Operating Adjustments
Cash and cash equivalents
Value of debt

Value of operating lease liabilities
Value of Equity

Shares Outstanding

Intrinsic Value of Last FYE
Implied Price as of Today

13.4

17.4 17.9 20.7 21.2 21.7 223 22.9 23.5
414.85

12.6
381.6

26.5
$ (158.15)
$  (25.01)
224.9
4.2
$ 5355

15.5 15.0 16.4 15.9 15.4 14.9 14.4 261.4

83.4

56.4
325.2
381.6

26.5

-158.2
-25.0

224.9

4.2

S 53.55

S 53.66

-0.1 0.3 0.7 1.1 1.5 1.9 2.2 52.6



Verizon Communications Inc. (VZ)
Relative Valuation Models

EPS EPS

Ticker Company Price 2026E 2027E P/E 26 P/E 27
T AT&T $26.51 $2.28 $2.51 11.56 10.45
TMUS T-Mobile $194.07 $10.35 $13.36 18.75 14.53
CMCSA Comcast $31.64 $2.96 $3.24 9.04 8.21
Average | 13.12 11.06 |
VZ Verizon Communication  $45.98 $4.10 $4.24 9.38 8.77
Implied Relative Value:
P/E (EPS26) $ 53.83
P/E (EPS27) S 46.87

P/E Average $ 50.35



Verizon Communications Inc. (VZ)
Sensitivity Tables

Cost of Equity

53.66 4.00% 5.00% 6.00% 6.79% 7.79% 8.79% 9.79%
; 0.25% 51.56 51.72 51.88 52.00 52.16 52.32 52.47
g 0.75% 52.60 52.76 52.93 53.05 53.21 53.37 53.53
%5 0.75% 52.60 52.76 52.93 53.05 53.21 53.37 53.53
e 1.00% 53.20 53.36 53.53 53.66 53.82 53.98 54.14
E 1.25% 53.86 54.03 54.19 54.32 54.49 54.65 54.81
g 1.50% 54.60 54.77 54.94 55.07 55.23 55.40 55.56
@] 1.75% 55.43 55.60 55.77 55.90 56.07 56.24 56.40

Beta

53.66 0.34 0.39 0.44 0.49 0.54 0.59 0.64
'<_t 0.25% 58.60 56.30 54.10 52.00 49.99 48.07 46.23
= 0.75% 60.22 57.71 55.32 53.05 50.89 48.82 46.85
g 1.25% 62.23 59.45 56.81 54.32 51.96 49.72 47.59
< 1.75% 64.76 61.62 58.67 55.90 53.29 50.82 48.49
5 2.25% 68.05 64.43 61.05 57.90 54.96 52.21 49.62
O 2.75% 72.52 68.19 64.21 60.53 57.14 53.99 51.06
5 3.25% 78.92 73.49 68.59 64.14 60.09 56.38 52.97

WACC

53.66 5.64% 5.74% 5.84% 5.94% 6.04% 6.14% 6.24%
4.19% 51.76 49.93 48.16 46.47 44.85 43.29 41.78
8] 5.19% 55.39 53.45 51.59 49.81 48.09 46.44 44.86
2 6.19% 57.85 55.84 53.91 52.06 50.29 48.58 46.94
5 7.19% 59.62 57.56 55.59 53.69 51.87 50.12 48.44
; 8.19% 60.96 58.87 56.85 54.92 53.07 51.29 49.57
o 9.19% 62.01 59.88 57.84 55.89 54.01 52.20 50.46
10.19% 62.86 60.70 58.64 56.66 54.76 52.93 51.17




Equity Risk Premium

WACC

Beta

53.66 0.34 0.39 0.44 0.49 0.54 0.59 0.64
4.00% 65.00 62.71 60.52 58.43 56.42 54.50 52.65
4.50% 63.05 60.58 58.23 55.98 53.84 51.80 49.84
4.75% 62.10 59.54 57.12 54.80 52.60 50.50 48.50
5.00% 61.17 58.53 56.03 53.66 51.40 49.25 47.20
5.25% 60.26 57.54 54.97 52.54 50.22 48.03 45.94
5.50% 59.36 56.57 53.93 51.44 49.08 46.84 4471
5.75% 58.48 55.62 52.92 50.37 47.97 45.69 43.52

Beta

53.66 0.34 0.39 0.44 0.49 0.54 0.59 0.64
5.64% 59.48 59.53 59.57 59.62 59.66 59.71 59.75
5.74% 57.43 57.47 57.51 57.56 57.60 57.64 57.69
5.84% 55.45 55.50 55.54 55.58 55.62 55.66 55.71
5.94% 53.56 53.60 53.65 53.69 53.73 53.77 53.81
6.04% 51.75 51.79 51.83 51.87 51.90 51.94 51.98

6.14% 50.00 50.04 50.08 50.12 50.15 50.19 50.23

6.24% 48.32 48.36 48.40 48.43 48.47 48.50 48.54




Verizon Communications Inc. (VZ)
Present Value of Operating Lease Obligations

Fiscal Years Ending Dec. 31

Year 1 2822.0 3290.0 4043.0 4099.0 4327.0 4383.0 4591.0 4763.0 5013.0 5272.0
Year 2 24435 2864.5 3475.0 3563.5 3742.5 4169.0 4318.0 4416.0 4685.0 4983.0
Year 3 24435 2864.5 3475.0 3563.5 3742.5 3908.0 3929.0 4065.0 4392.0 3580.0
Year 4 1721.0 2126.5 2696.5 27425 2606.0 3521.0 3571.0 3744.0 3004.0 3087.0
Year 5 1721.0 2117.5 2696.5 2742.5 2606.0 3173.0 3253.0 2406.0 2505.0 2512.0
Thereafter 6724.0 7462.0 10207.0 9257.0 7970.0 12335.0 10160.0 9008.0 9451.0 8735.0
Total Minimum Payments 17875.0 20725.0 26593.0 25968.0 24994.0 31489.0 29822.0 28402.0 29050.0 28169.0
Less: Cumulative Interest 35354 4005.6 5312.4 4994.0 4556.0 6401.2 5641.1 5269.3 5382.6 5059.1
PV of Minimum Payments 14339.6 16719.4 21280.6 20974.0 20438.0 25087.8 24180.9 23132.7 23667.4 23109.9
Implied Interest in Year 1 Payment 747.1 871.1 1108.7 1092.7 1064.8 1307.1 1259.8 1205.2 1233.1
Pre-Tax Cost of Debt 5.21% 5.21% 5.21% 5.21% 5.21% 5.21% 5.21% 5.21% 5.21% 5.21%
Years Implied by Year 6 Payment 3.9 3.5 3.8 3.4 3.1 3.9 3.1 3.7 3.8 3.5
Expected Obligation in Year 6 & Beyond 1721 2117.5 2696.5 2742.5 2606 3173 3253 2406 2505 2512

Present Value of Lease Payments

PV of Year 1 2682.3 31271 3842.8 3896.0 4112.7 4166.0 4363.7 4527.1 4764.8 5010.9
PV of Year 2 2207.5 2587.8 31394 3219.3 3381.0 3766.3 3900.9 3989.5 4232.5 4501.7
PV of Year 3 2098.2 2459.7 2983.9 3059.9 3213.6 3355.7 3373.7 3490.5 37713 3074.1
PV of Year 4 1404.6 1735.6 2200.8 2238.3 2126.9 2873.7 2914.5 3055.7 2451.7 2519.5
PV of Year 5 1335.0 1642.6 2091.8 2127.5 2021.6 2461.4 2523.5 1866.4 1943.2 1948.7
PV of 6 & beyond 4612.0 5166.7 7022.0 6433.0 5582.2 8464.7 7104.7 6203.4 6503.9 6055.0

Capitalized PV of Payments 14339.6 16719.4 21280.6 20974.0 20438.0 25087.8 24180.9 23132.7 23667.4 23109.9



	The Krause Fund Nathan Milani [nmilani@uiowa.edu] SaiSashank Durbha [sdurbha@uiowa.edu]
	Verizon Communications (VZ) April 20, 2026
	Communication Services – Telecommunications Service Industry Stock Rating BUY/HOLD
	Investment Thesis Target Price $50.35-53.66 We give Verizon Communications Inc. (VZ) a BUY rating with a price target range of $50.35-53.66 , implying 9-16% upside from the current share price of $45.
	Cons. Est. $4.79 $5.17 $5.60 Growth 50.55% -1.93% 1.03% 2.49%
	12 Month Performance vs S&P 500 [9]
	11.5
	6.1
	7.2
	12.3
	3.8
	8.4
	11.5
	3.7
	7.7
	Page 2
	COMPANY DESCRIPTION
	Consumer Segment
	Wireless Services
	Page 3
	Wireless Equipment
	Business Segment
	ROIC & Value Creation Analysis
	Page 4
	Cost Structure Analysis
	Invested Capital Analysis
	MARKETS AND COMPETITION
	Market Overview
	Page 5
	Competition With T-Mobile
	[8] As shown in the maps above, T-Mobile has had unprecedented growth in their coverage over the last 10 years. Along with this, they added approximately 13 million postpaid connections in 2025, showi
	Page 6
	Peer Comparison
	Page 7
	RECENT DEVELOPMENTS
	Recent Earnings (2025 Q4/Annual)
	3Y Postpaid Churn %
	Page 8
	Frontier Acquisition
	RISKS
	U.S. Market Saturation
	Competitive Pressure from T-Mobile
	Leverage Risk
	Debt Maturity Analysis
	Page 9
	VALUATION
	Page 10
	KEYS TO MONITOR
	Bull Case
	Bear Case
	Page 11
	REFERENCES
	postpaid net adds in 2026 Amid Frontier Integration (NYSE:VZ) | seeking alpha. (n.d.). https://seekingalpha.com/news/4544912-verizon- outlines-5b-opex-savings-and-targets-up-to-1m- postpaid-net-adds-i
	service: T-mobile . T. (n.d.). https://www.t- mobile.com/coverage/coverage-map 9. S&P 500: Index chart comparison: SP500: US78378X1072. MarketScreener. (n.d.). https://www.marketscreener.com/quote/ind
	DISCLAIMER
	Wireless Equipment Revenues
	Verizon Communications Inc. (VZ) Common Size Balance Sheet
	Verizon Communications Inc. (VZ) Historical Cash Flow Statement
	Operating Activities
	NOPLAT:
	Return on Invested Capital (ROIC):
	Economic Profit (EP):
	Cost of Debt:
	Market Value of Debt:
	Market Value of the Firm 410,432,000,004.54 100.00%
	Estimated WACC 5.94%
	DCF Model:
	EP Model:
	Verizon Communications Inc. (VZ) Present Value of Operating Lease Obligations

