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Abstract: This essay will evaluate the investment potential for the four largest companies that
dominates the US telecommunication sector: AT&T, Verizon, T-Mobile, and US Cellular. In
the entire telecommunication sector in the U.S., Verizon owns the largest portion of market
shares, leading the competition with an extensive 5G infrastructure. Following it is AT&T,
securing its position by diverse services ranging from telecommunication to broadband and
fiber optics. T-Mobile, after its merger with Sprint, expanded its market share rapidly by its
excellence in 5G coverage. Lastly, although smaller, provides a niche in rural and
underserved areas, which could represent an opportunity for growth in specialized markets.
The first three companies own around 85% to 90% percent of market share, while the last
one is much smaller in scale. This analysis considers each company’s financial profitability,
price to book ratio, and future growth prospects. By comparing key ratios to corporate finance,
this paper aims to identify which company presents the best investment opportunity in the
rapidly evolving telecommunications landscape. The essay ultimately recommends the
investment choice of T-Mobile due to its robust EPS growth rate, medium P/E ratio, steady
trend of gross revenue, which indicates its strong financial performance and promising
potential.
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1. Introduction

In this fast-paced digital age, the emergence of large language models like ChatGPT, productivity of
people has been increasing rapidly. As the backbone of nearly everything connected to artificial
intelligence, the telecommunication sector has became a highly competitive sector that embodies
huge amounts of opportunities. In the United States, four major players dominate the market: Verizon,
AT&T, T-Mobile, and U.S. Cellular. Each of these companies presents distinct investment prospects,
driven by their unique strategies and market positioning. This essay will recommend one of the four
company to invest in to provide guidance for potential investors.

This essay aims to provide an analysis on different metrics of the four companies, focusing on
their price to book ratio, EPS and EPS growth rates, monthly and quarterly revenue, and profitability
trends. As technological advancements reshape the telecommunications sector, making an informed
investment decision requires a deep understanding of each company's strengths and weaknesses.
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2. Overview
2.1. US Telecommunication Sector

In the U.S., the industry is characterized by high competition, rapid technological advancements
(especially with the rollout of 5G), and significant capital investment. As of 2024, the U.S. telecom
sector is dominated by three major players: Verizon, AT&T, and T-Mobile, which controls over 85%
percent of market share. Another regional network service provider, US Cellular, controls about 2%
of market share and is the fourth largest company in the sector.

It clearly appears that these companies are competitors. Firstly, they all operate in the
telecommunication sector and provide services such as telephone access, internet access for electronic
devices, and broadband services for a wide variety of customers. In addition, these four companies
are all large-scale telecommunication providers across the U.S., operating their business in multiple
states or regions.

2.2. Verizon

Verizon is one of the largest telecom companies in the U.S., known for its extensive wireless network
and leadership in 5G deployment. With a strong market share of around 31-32% [1]. It focuses on
mobile services, broadband internet, and innovative technologies like cloud computing and edge
services. Its competitive advantage is its high-speed, high-coverage 5G network that has great quality.

2.3. AT&T

AT&T is a diversified telecom and media corporation with a market share of around 29-30% in
wireless services [1]. In addition to its mobile business, AT&T has a strong presence in fiber optics
and broadband internet services, making significant investments in expanding its infrastructure. In
recent years, the company undergone several restructuring efforts, focusing on its core
telecommunications services.

2.4. T-Mobile

T-Mobile has rapidly expanded its market presence, holding about 26-28% of the U.S. wireless
market [1]. After its merger with Sprint, T-Mobile has positioned itself as a leader in 5G coverage,
emphasizing its largest 5G network in the country. Its aggressive marketing and customer-centric
approach have allowed it to compete directly with Verizon and AT&T.

2.5. US Cellular

While much smaller than the other three, U.S. Cellular serves specialized markets, particularly rural
and underserved areas, with about 1-2% of the market share [1]. The company’s focus on these
regions allows it to capture a loyal customer base, although its growth potential is limited compared
to its larger competitors.

3. Method

This essay will assess the investment viability of Verizon, AT&T, T-Mobile, and U.S. Cellular by
analyzing a range of financial metrics. Based on all these metrics, this essay will recommend one
company that stands out to be the best investment choice.
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3.1. TTM and NTM P/E ratios

The P/E ratio has a crucial role in the investment community. This ratio reflects the market’s
expectation of future growth and firm risk [2]. This ratio can be used to estimate cost of equity capital
and to earn excess stock returns from the glamour/value anomaly phenomenon [3, 4].

The P/E ratio is determined by dividing the earnings per share of a company by its current market
share price. Higher P/E ratios may indicate investors expected higher profitability of the company.
The P/E ratio include the trailing twelve-months (TTM) and next twelve-months (NTM) price-to-
earnings (P/E) ratios.

3.2. TTM and NTM EPS and EPS growth rates

Earnings per share (EPS) is a measure used by financial analysts in their assessment of company
performance and is commonly viewed as an important indicator of share value [5]. It represents the
profit or loss attributable to each of a company’s ordinary shares, and hence is a measure constructed
from the perspective of ordinary shareholders [5].

EPS of a financial period is measured by the net income of a company divided by its numbers of
shares outstanding. Trailing-twelve months (TTM) and next-twelve-months (NTM) earnings per
share (EPS) and EPS growth rates will be analyzed to measure profitability and growth potential of
each four companies.

3.3. Gross margin and growth rates

The gross margin of a company is calculated by dividing its gross profit by its total revenue. It is the
percentage of revenue that exceeds the cost of goods sold (COGS) [6]. A higher gross margin
indicates potentially greater profitability of a company.

This essay will evaluate gross margin, and yearly and quarterly gross margin growth rates of the
four companies to understand sales performance and operational efficiency.

3.4. Gross Profit/ Asset ratio

The gross profit/ asset ratio is a measure of a company’s ability to generate gross profit relative to its
total assets [6]. It indicates how efficient a company is utilizing its assets to generate profit.

Additionally, the gross profit-to-assets (GP/A) ratio will be considered to provide insight on how
effectively each company converts its assets into profit.

4.  Analysis

These four candidate companies will be assessed according to the ratios mentioned in Section 3. The
data for the analysis were collected from the financial statement or annual report of these four
companies [7, 8, 9, 10].

4.1. TTM and NTM P/E ratio

The trailing twelve-month (TTM) and next twelve-month (NTM) price-to-earnings (P/E) ratios for
the four companies are presented in Table 1.

Table 1: TTM and NTM P/R ratio

T-Mobile AT&T US Cellular Verizon
TTM P/E ratio 25.47 8.51 65.48 9
NTM P/E ratio 19.04 8.71 83.89 8.81
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These data reveal some insights on company valuations. AT&T and Verizon have relatively low
P/E ratios, signaling that they might be undervalued compared to their earnings. On the other hand,
T-Mobile and US Cellular have relatively high P/E ratios, showing that investors expect higher
growth or that these stocks may be overvalued relative to earnings. Among the four companies, T-
Mobile's P/E ratio aligns closest to the average, demonstrating it as a balanced option in terms of
valuation. Moreover, compared to their current P/E ratios, both T-Mobile and AT&T are experiencing
decreasing expected P/E ratios, which showed potential of future earnings growth without price
growth, while Verizon and US Cellular have increasing future P/E ratios, which pose risks of being
overvalued. Particularly, US Cellular may be a less favorable investment option due to its
exceptionally high P/E ratio and its upward trend.

4.2. TTM and NTM EPS ratio

The TTM and NTM EPS are show in Table 2.

Table 2: TTM and NTM EPS

T-Mobile AT&T US Cellular Verizon
TTM EPS 7.75 2.28 0.82 4.53
NTM EPS 10.37 2.23 0.64 4.63

The profitability of these four companies is very different. US Cellular and AT&T have low EPS
and declining trend, signaling that they may struggle to sustain their current level of profit or keep its
stock price growing. This suggests that both companies may face challenges in maintaining investor
confidence and future expansion. In contrast, Verizon and T-Mobile experience higher EPS and
increasing overall trend, indicating stronger profitability and ongoing growth. These companies are
more favorable options for investors due to their solid financial performance and market expansion.

4.3. EPS and Revenue growth rate

The expected EPS and revenue growth rates are presented in Table 3.

Table 3: EPS and revenue growth rate

T-Mobile AT&T US Cellular Verizon
EPS Growth Rate 33.81% -2.19% -21.95% 2.21%
Revenue Growth Rate 5.16% 1.20% -3.30% 1.71%

The expected EPS and revenue growth rates vary significantly for the four companies. US Cellular
are experiencing both negative EPS and revenue growth rates, while AT&T shows negative EPS
growth rate. These negative figures marks potential risks for investors, as they signal declining
profitability or operational challenges. T-Mobile and Verizon are both experiencing positive EPS and
revenue growth rates, as T-Mobile outperforms Verizon in both metrics. Up to now, T-Mobile have
the best growth rates in the four companies. T-Mobile’s strong growth rates position it as the leader
among the four companies; however, this exceptional growth may be driven by special circumstances,
such as the Sprint merger, and may not be sustainable in future years. Additionally, the substantial
wedge between T-Mobile’s revenue and EPS growth rates needs caution, as it may indicate challenges
in converting revenue growth into corresponding earnings growth.

Due to negative EPS growth rates, the PEG ratio for AT&T and US Cellular is not available. For
the other two companies, T-Mobile has a PEG ratio 0of 0.753, while Verizon has a PEG ratio of4.077.
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Compared to 4.077, a lower PEG ratio of 0.753 indicates larger growth potentials. In the meantime,
however, investors should recognize that T-Mobile have such a favorable PEG ratio due to its
exceptionally high EPS growth rate, which may not be consistent in the following years.

4.4. Gross Profit/ Assets ratio and Net Profit Margin

The Gros Profit/ Assets ratio and the Net Profit Margin are show in Table 4.

Table 4. GP/A and net profit margin

T-Mobile AT&T US Cellular Verizon
GP/A 7.28% 5.76% 9.93% 6.02%
Net Profit Margin 4.25% 3.83% 4.14% 3.18%

All four companies have relatively low GP/A ratios and Net Profit Margins, indicating limited
ability to efficiently generate profit from their assets. Among the group, however, U.S. Cellular and
T-Mobile stand out with higher GP/A ratios and net profit margins, suggesting that they are more
effective at converting assets into profit compared to their competitors. It is also important to note
that overall efficiency across all four companies remains low, reflecting challenges in maximizing
asset utilization within the entire telecommunications sector.

4.5. Gross Margin Trends

The Gross Margin trends are presented in Figure 1. The four companies have quite distinct gross
margin trends over recent years. Verizon maintained the highest gross margin from 2020 to 2022, but
has since experienced a downward trend, resulting in it being overtaken by both T-Mobile and AT&T.
AT&T and T-Mobile both have a large increase in gross profit in 2023, but large fluctuations over
time have marked AT&T’s performance. In contrast, T-Mobile’s growth appears more stable,
reflecting consistent operational efficiency. Meanwhile, US Cellular have a relatively steady gross
margin trend, but it remains at comparatively low levels, limiting its competitive positioning in terms
of profitability. From Figure 1, it is evident that all four companies experienced a decline in gross
margin in 2022, suggesting adverse events in the telecommunication market affected them
collectively. AT&T was hit the hardest, it saw a significant decrease in gross margin, and it even
reported negative gross profit. If similar events arise again in the future, AT&T may face serious
financial challenges. Verizon and US Cellular both saw a decrease approximately 2% in their gross
margin, their behavior is steadier. Verizon was not able to adjust effectively, and its gross margin
continued to decline in 2023. US Cellular’s gross margin increased in 2023 but failed to reach its
2021 level. Both companies have not fully recovered from the negative impact. In contrast, the gross
margin of T-Mobile only decreased by only about 0.5% in 2022, and it increased substantially in
2023. This indicates that T-Mobile have stronger resilience and capability to handle adverse market
situations and adjust effectively than its competitors.
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Figure 1: Gross margin
(Picture credit: Original)

4.6. Discussion

Firstly, by looking at future P/E ratios, US Cellular should be excluded due to its exceptionally high
P/E ratio. Such a high level of valuation is challenging for the company to maintain over the long
term. Next, AT&T presents significant investment risks because of its negative EPS growth rate, low
GP/A ratio, and fluctuating gross margin. These factors indicate that AT&T is a highly risky stock
with uncertainty and volatility, making it a less favorable investment choice.
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Figure 2: T-Mobile Quarter Gross Profit

In the comparison between T-Mobile and Verizon, T-Mobile shows a significantly higher return
in investment. Assuming the growth rates remain the same with this year, T-Mobile provide over 300%
return of investment, while Verizon only reach 11.58%. However, to make a more realistic
assessment, some adjustment should be made to the statistics of T-Mobile. As T-Mobile have a huge
gap between its expected EPS and revenue growth rate, its EPS growth rate should be adjusted to
align with its revenue growth rate of 5%, instead of initially projected 33.8%. Additionally, according
to Wall Street data analysts, its future P/E ratio would likely decrease from 25 to around 20. After
these adjustments simulates a relatively realistic condition for T-Mobile, the expected return of T-
Mobile still stands at 35.09% stock return, which remains considerably higher than Verizon’s 11.58%.
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Figure 3: Verizon Quarter Gross Profit

Furthermore, both companies’ latest quarterly gross margin trends provides investors with some
insights, as shown in figure 2 and figure 3. Verizon continues to experience fluctuations in gross
profit, struggling to recover from past negative impacts. On the other hand, T-Mobile had already
showed improvements on its quarterly gross profit, demonstrating an increasing trend. This trend
further supports T-Mobile's stronger investment potential compared to Verizon.

4.77. Investment Choice

The four companies are characterized into two groups by the financial metrics. AT&T and US
Cellular present significant investment risks due to their unfavorable P/E ratios, negative EPS growth
rates, and gross margin trends. Specifically, AT&T's fluctuating gross margins and low GP/A ratio
suggests uncertainties surrounding its future performance. US Cellular’s exceptionally high P/E ratio
further limits its appeal, indicating a potential overvaluation and future risks.

In contrast, Verizon and T-Mobile display stronger financial stability. Verizon's gross margin
fluctuations and increasing future P/E ratio suggest potential current overvaluation and recovery
challenges. On the other hand, T-Mobile appears as a more attractive investment option. Despite its
relatively high initial P/E ratio and the significant gap between its EPS and revenue growth rates,
adjustments for a more realistic scenario still demonstrate a considerable rate of return compared to
Verizon.

Overall, T-Mobile's superior growth potential, stable gross margin improvements, and favorable
return projections position it as the most promising investment among the four companies. While it
is worth noting that T-Mobile has exceptionally high EPS growth rate that may not continue, and the
telecommunication sector may subject to another adverse market situation, its strong financial
performance and capability to overcome difficulties offered a compelling case for investors looking
for growth and stability in the telecommunication sector.

5. Conclusion

The U.S. telecommunications sector is a highly competitive sector with high uncertainty, driven by
rapid technological developments and major events, such as the emergence of 5G technology. This
essay tries to recommend an investment choice based on various financial metrics such as P/E ratio,
EPS and EPS growth rates, gross margin and gross margin trends, GP/A ratio and net profit margin.
The four major players—Verizon, AT&T, T-Mobile, and U.S. Cellular—have different company
positionings. It is worth noting that Verizon, AT&T, and T-Mobile control over 85% of market shares,
each of them with similar amounts, while US Cellular is significantly smaller, holding only 1-2% of
market shares.
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AT&T combines telecom services with broadband and entertainment offerings, appealing to
consumers seeking bundled services. However, despite its strong market share and diversified
services, AT&T struggles with fluctuating gross margins, a declining EPS growth rate, and low GP/A
ratio, signaling heightened risks for investors. Its inability to recover from past adverse market
conditions makes it a less favorable option.

U.S. Cellular targets niche rural markets, maintaining a loyal customer base despite having limited
growth compared to national competitors. With its small market share and negative growth metrics,
US Cellular faces potential overvaluation and long-term risks due its exceptionally high P/E ratio,
low growth rates and limited potential of rural markets.

Verizon focuses on its superior 5G network quality and reliability, serving premium customers
with top-tier mobile and broadband services and showing signs of stagnation with its increasing P/E
ratios and decreasing gross margins over time. However, its recovery from the 2022 downturn has
been slow, and its fluctuating profitability indicates potential challenges in maintaining long-term
financial stability. Though Verizon offers some potential future growth, its underperformance in
financial metrics in recent years relative to T-Mobile diminishes its attractiveness as an investment.

T-Mobile positions itself as a fast-growing, customer-centric provider, excelling in 5G coverage
with aggressive pricing and marketing strategies after its Sprint merger. With its robust EPS and
revenue growth rates, improving gross margin trends, and stable performance, T-Mobile
demonstrates a strong ability to navigate market challenges. Although its exceptionally high EPS
growth rate may not be sustainable long-term, adjusted projections still indicate a considerable return
on investment. T-Mobile's leadership in 5G coverage, combined with its resilient financial metrics,
positions it as the top contender in the sector for investors seeking both growth and stability.
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