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Conclusion: In an effort to stimulate discussion and aid out-of-the-box 
thinking, the Cowen TMT Team has constructed a "Top 10 List" of potential 
surprises for 2008. In order to qualify for our list, the potential surprise must: 

 Have less than a 50% likelihood of occurring in 2008.  

 Be neither widely discussed nor contemplated by the investment 
community.  

 Be highly material and have significant stock price ramifications.

 The Cowen TMT Team has selected ten events that best fit this definition and 
rank ordered these events from #10 (most likely to occur) to #1 (least likely to 
occur).  We hope you find this list – and our single-page summaries of our 
thinking - to be both provocative and entertaining. 
 
 Cowen’s Top 10 Potential Surprises for 2008:  
  

10 - The Telco Threat to Cable Becomes Glaring 
 
9 - The Growth of On-Demand Software Vendors Hits a Wall   
 
8 - U.S. Legislation Favorable to Alternative Energy Is Passed During an 
 Election Year 
 
7 - Google Experiences Meaningful Adoption of “Google Apps” By Medium 
 & Large Businesses  
 
6 - Qualcomm Abandons Gobi 
 
5 - PlayStation 3 Fails to Achieve Critical Mass, Developers Shift Focus 
 to Wii  
 
4 - AMD Loses its Infatuation with 30%+ Market Share to Focus on a 

Profitable Niche Strategy 
 
3 - DRAM Market Conditions Turn Favorable by Mid-year 
 
2 - Cisco Lands a Major Wireless Infrastructure Deal with a Tier-1  Service 

Provider 
 
1 - Hollywood Studios Announce Intention to End Physical DVD 

Distribution and Embrace Cable VOD and Broadband Downloads  
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Surprise #10:  The Telco Threat to Cable Becomes Glaring 
 
Probability:  35% 
 
Consensus View:  Cable-only analysts estimate telcos will capture only ~3% of the video/cable 
television market over the next 5 years.  Few in the investment community have questioned this 
projection.  Even fewer expect that in 2008, there will be evidence indicating that cable video subscriber 
growth is encountering significant telco competition.  Similarly, few expect that the basic subscriber 
base of cable companies could deteriorate enough to jeopardize the cable industry’s long-term ambition 
of expanding free cash flow by selling new services to existing subs.  Instead, most investors doubt that 
either Verizon (VZ: 42.50, Outperform) or AT&T (T: 38.20, Outperform) will ever be successful in the 
residential video business.    
 
Why a surprise is possible:  We project that telcos will capture 20-25% share in the 50% of homes 
they pass by 2012, equating to a 10-12% share of the total market.  The coming year will be the most 
significant test to date for telcos’ ability to compete.  AT&T plans to increase the homes passed by its U-
verse video platform to 17MM by YE 2008 from 5.5MM at the end of Q3:06.  Verizon should push the 
homes passed to 12MM by YE 2008 from the 8.25MM passed at the end of Q3:06.  While the companies 
have only been marketing to 40-50% of the homes passed, this should increase as well.   
 
In Q3 2007, AT&T increased the number of video subscribers added per week from 3,000 to 10,000.  
While the telcos were increasing subscribers, some cable TV operators had already begun to see 
weakness. Time Warner Cable (TWC: 24.16, not rated) lost 11K subscribers on its legacy systems in 
Q3, which historically has always been a quarter of net adds – while continuing to lose basic subs in its 
acquired systems.  Cablevision (CVC: 23.61, Neutral), which operates in territories where Verizon 
competition is strongest, lost basic subs in 3Q07.   Among the cable operators, only Comcast (CMCSA: 
17.12, Neutral) posted positive basic sub adds in Q3.   
  
Expected timing of event:  Throughout 2008.  We expect the 4Q07 financial reports to indicate a 
further ramp in telco video additions. As AT&T passes more homes and Verizon expands its marketing, 
the negative trends in cable company subscriber counts are likely to worsen.  As a result, the 
conventional wisdom regarding the likely long-term penetration of telco’s in providing video services will 
likely be re-evaluated.  
 
Stock impact if surprise comes true:  Cable and telco valuations would likely converge.    Skeptical 
investors would gain greater confidence in telcos’ ability to lift top line revenue growth in the next few 
years, enabling multiple expansion above the current 6.6x 2008E EBITDA for VZ and 6.5x for T.   In the 
meantime, further estimate reductions for cable companies would likely cause current multiples to 
contract from their current levels of 8.5x 2008E EBITDA for CMCSA, 5.7x for TWC and 8.1x for CVC. 
 
Tom Watts, Communications Services, (646) 562-1351 
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Surprise #9: The Growth of On-Demand Software Vendors Hits a Wall 
 
Probability: 30%  
 
Consensus View:  Salesforce.com (CRM: 54.47, Neutral), Omniture (OMTR: 26.57, not rated), 
Concur (CNQR: 31.43, not rated), Taleo (TLEO, 19.72, not rated), Vocus (VOCS: 29.04, not rated) and 
other on-demand software providers deserve to trade at lofty multiples of projected revenue and 
earnings.   Saas vendors are unlikely to post a financial shortfall even in a difficult IT spending 
environment because the subscription nature of their business models affords a high level of 
predictability.   Even if IT budgets contract, software delivered as a service can be deployed for such a 
minimal up-front investment that new customer signings and net subscriber additions will continue to 
grow at a rapid clip.    On-demand vendors will continue to gain share vs. legacy providers of on-
premises software at an inexorable pace in both good and bad environments for corporate IT spending.    
 
Why a surprise is possible:  None of the above claims has been tested in a slowing economy.   
Enterprise software company activity levels are always volatile and back-end loaded.  This challenge is a 
constant in the software industry – and applies as much to on-demand software companies as to 
traditional on-premises software companies.    The exposure of SaaS vendors is heightened by the fact 
that nearly all are “one product companies” that are fighting the increasing inclination of corporate IT 
buyers to consolidate spending with a few large vendors like Oracle (ORCL: 21.10, Outperform)   SaaS 
vendors all provide applications for which new deployments are likely to be tightly tied to the willingness 
to fund discretionary new projects (which is more economically sensitive than spending on IT 
infrastructure).    Moreover, new deployments and seat growth for the on-demand vendors is likely to be 
highly exposed to fluctuations in both HR and marketing budgets - departments that traditionally bear 
the brunt of corporate belt tightening  early in a business downturn.     
 
 Any downturn in the fortunes of the SaaS industry likely would have only a muted initial impact on 
vendor income statements due to subscription model accounting methodologies.  However, a slower 
pace of new contract signings and net subscriber additions would be quite visible in the form of 
weakness in bookings, deferred revenue and/or free cash flow.   
 
Expected timing of event:  April – during the 1Q08 reporting season. 
 
Stock impact if surprised comes true:  Given the multiples the group is sporting (median multiple of 
42 times projected 2008 earnings), the market appears to believe that a miss is highly unlikely.  The 
stocks of most SaaS vendors could trade down as much as 30% - 50% relative to the market as investors 
reconsider the conventional wisdom that these companies have “bullet proof” business models.   
 
  
 Peter Goldmacher, Software, (415) 646-7206 
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Surprise #8:   U.S. Legislation Favorable to Alternative Energy Is Passed 
During an Election Year 
 
Probability of surprise: 25% 
 
Consensus view:  Neither the House of Representative nor the US Senate is likely to pass any 
significant alternative energy legislation in advance of the 2008 elections – especially with a lame duck 
President in the White House.   Even if such a bill makes it through both chambers, President Bush likely 
would veto any renewables tax package that leans heavily on the petroleum sector for funding. 
 
Why a surprise is possible:  Senate Majority Leader Reid as well as Energy and Natural Resources 
Committee Chairman Bingaman made it known in December that an alternative energy bill that includes 
solar tax credit enhancements remains on the agenda of the Democrat-controlled Congress (a view 
confirmed by our sources). Moreover, alternative energy will NOT go away during this election year—
especially as $100 oil and record gasoline prices are voiced as concerns of many constituencies. If 
Congress passes an economic stimulus package, alternative energy legislation may be attached to that 
bill. Energy solutions will be highlighted by most campaigns—congressional as well as presidential. We 
think change may be coming because (a) two energy tax packages containing solar tax credits came very 
close to passage in 2007, (b) a revamped energy policy is no less pressing now than in 2008, and (c) if a 
bill reaches the President’s desk, a veto could hurt the election prospects of Republican candidates.   
 
Expected timing of event:  Late spring/early summer 2008. The process should not be as lengthy as 
that of the 2007 energy bill, which took much of the year to move from inception through two rounds of 
House and Senate votes. However, the interval separating congressional committee introduction to 
Presidential signature likely would still be several months. Closer to the elections, progress seems less 
likely.    
 
Stock impact if surprise comes true: We believe that the passage of solar tax credit enhancements in 
2008 (or even the active consideration of alternative energy legislation) would be a significant catalyst 
for solar stocks, especially those with most U.S. exposure, like Sun Power (SPWR: 108.68, Outperform), 
Evergreen Solar (ESLR: 15.04, Outperform) and SunTech Power (STP: 66.81, Outperform) listed here 
in order of impact.  
 
 
Rob Stone, Alternative Energy, (617) 946-3932 
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Surprise #7: Google Experiences Meaningful Adoption of “Google Apps” By 
Medium & Large Businesses In 2008 
 
Probability: 20% 
 
Consensus view: While web-based applications are starting to gain traction among medium and large 
businesses, Google Apps Premium (which is primarily a substitute for Microsoft Outlook / Exchange 
Server) is not ready for prime time. Google Apps Premium does not provide the functionality, security 
and regulatory compliance, and offline capabilities of Outlook. 
 
Why a surprise is possible: We estimate that it is 80% cheaper to run Google Apps Premium than the 
all-in cost of Microsoft Outlook (license fees, exchange servers, IT labor). If the economy continues to 
slow, IT solutions that save money and improve productivity are more likely to be considered by 
management. We have been testing Google Apps Premium and have found that it generally matches the 
functionality of Outlook’s email, calendar, and contacts features. In addition, Google Apps Premium 
provides 25 GB of storage per user (100 times greater than the 250 MB average for corporate Outlook 
users), much better search, and much better web access features. In addition, Google Apps Premium 
provides compliance and security features required by most companies via its acquisition of Postini in 
September 2007. At present, Google Apps Premium cannot be used offline, which is a major hurdle to 
corporate acceptance. However, we expect Google to launch offline capability by mid-2008. The free 
version of Google Apps is already being used by 100,000 small businesses. Increased awareness and a 
drive to cut costs could accelerate adoption by medium and large businesses. 
 
Expected timing of event: Late 2008 – with the expected launch of offline functionality for Google 
Apps Premium in mid-2008 spurring adoption. 
 
Stock impact if surprise occurs: We believe 100% of Google’s (GOOG:, 638.25, Outperform) market 
value is driven by paid search, and enterprise acceptance of Google Premium Apps could drive 10-20% 
appreciation relative to the market in the next twelve months, if the market priced in the web-based 
software opportunity. Microsoft (MSFT:33.91, Outperform) has more to lose than Google has to gain if 
enterprises begin to switch to Google Apps Premium. This is especially true since Google’s email 
platform is likely to be viewed as a first wave assault on Microsoft’s software/OS dominance. We believe 
Microsoft shares could fall 20-30% relative to the market if Google begins to displace Microsoft at 
corporate customers.   
 

 
Jim Friedland, Internet & New Media, (646) 562-1375 
Walter Pritchard, Software, (415) 646-7244 
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Surprise #6: Qualcomm Abandons Gobi 

Probability:  20% 

Consensus View:  Before Qualcomm (QCOM: 38.63, Outperform) announced the launch of Gobi on 
October 23, the growth prospects of Novatel (NVTL: 14.50, Outperform) and Sierra Wireless (SWIR: 
13.40, Neutral)  appeared bright – with both companies transitioning from a business model centered on 
providing PC users with removable 3G wireless cards (a market niche) to a model focused on providing 
notebook PC OEM’s with the ability to deliver embedded 3G wireless capabilities (a potentially giant 
opportunity).   But post-the Gobi announcement, the conventional wisdom is that the size of the 
embedded opportunity has been reduced drastically – causing the stock prices of NVTL and SWIR to both 
tumble over 40% in response. The Gobi bundle includes value-added integration work that the wireless 
datacard makers historically performed for their PC customers.   To boot, Gobi attracted new 
competition (including Foxconn) into the embedded market.   QCOM is unlikely to back away from this 
new initiative.  

Why a Surprise Is Possible:  First, Gobi has damaged Qualcomm's standing with existing customers.  
Early in its history QCOM not only licensed technology and made chips, it also made infrastructure and 
handsets based on CDMA technology. Manufacturing its own equipment put the company in direct 
competition with customers and licensees such as Lucent, Nortel, Motorola, Samsung and LG.  
Qualcomm’s overall CDMA ecosystem blossomed once it sold its handset business to Kyocera and its 
infrastructure business to Ericsson – it became a trusted chip/licensing partner rather than a feared 
competitor. While Gobi is not necessarily direct competition, it has seized part of the embedded 
opportunity from its datacard customers. Qualcomm may decide the cost to its reputation is too large to 
continue with the effort - even though it may be walking away from a lucrative niche. 

Second, Gobi may not be as necessary if WiMAX loses momentum. We believe Qualcomm’s decision to 
create Gobi likely was  based on the threat posed by WiMAX – a 4G wireless technology championed by  
Intel that allows PCs to deliver broadband speeds without the use of Qualcomm chips.  While wireless 
datacard OEMs like NVTL and SWIR are often on the front line of bringing the company’s latest chips to 
market, Qualcomm may fear they lack the girth to battle the PC chip giants in WiMAX.  Despite Sprint’s 
commitment (reiterated at CES) to move forward with WiMAX, long-term viability remains in question.  
Without Sprint or a company like Google backing it, WiMAX will become a less viable threat to 
technologies where Qualcomm is strongest – including CDMA Rev B/HSDPA/LTE.    If WiMAX fails to get 
traction, QCOM could walk away from Gobi and re-cede the market to its datacard customers NVTL and 
SWIR. 

Expected Timing of Event:  Summer, post the 700MHz auctions.  If WiMAX emerges as the clear 
choice of one of the 700MHz winners or Sprint redoubles its WiMAX efforts, Gobi probably lives.  
However, if incumbents dominate the spectrum auction and WiMAX lacks an operator acolyte, Gobi 
could evaporate. 

Stock Impact If Surprise Comes True:  Novatel and Sierra Wireless’ share prices return to levels near 
where they traded pre-Gobi.   Right now NVTL trades at 10X C08 EPS, well below the >20X multiple 
investors were paying for the shares in the weeks pre-Gobi. 

Matt Hoffman, Wireless Equipment, (617)-946-3936 
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Surprise #5:  PlayStation 3 Fails to Achieve Critical Mass, Developers Shift 
Focus to Wii  
 

Probability: 15%   
 
Consensus View: Driven by the release of highly anticipated, must-own hit games, Sony’s PlayStation 3 
will finally begin to see a meaningful uptick in sales and reclaim meaningful share in 2008 from 
Microsoft’s Xbox 360 and Nintendo’s Wii. Additionally, software tie rates on the PS3 will improve as the 
title lineup for the platform becomes more compelling. The resurgence of Sony’s hardware platform will 
help drive another strong year of double-digit industry growth after a banner 2007. 
 
Why a Surprise Is Possible:  The overwhelming majority of PlayStation 2 owners has resisted 
upgrading to the PS3 – which remains the most expensive gaming console on the market despite price 
cuts in late 2007. Additionally, the PS3’s challenging game development environment has resulted in the 
delay of many key releases and myriad performance issues. This year’s most important new game 
release, Grand Theft Auto IV, no longer is a Sony platform exclusive.  If other key releases are late or fall 
shy of expectations for quality and game play, gamers could continue to resist upgrading to the PS3.  If 
the PS3 console installed base does not dramatically increase by 2H08, third party developers will have 
incentive to shift resources towards developing games for the Wii and Xbox 360 platforms.  A vicious 
cycle could result in which reduced PS3 software options results in negative word-of-mouth – resulting in 
reduced demand for PS3 hardware (similar to the fate of the GameCube last cycle). 

Expected Timing of Event:  By 3Q08 
 
Stock Impact if Surprise Comes True: The stocks of third party gaming software companies like 
Electronic Arts (ERTS: 52.86, Neutral) and Activision (ATVI: 27.14, Neutral) would fall substantially.  
Reasons:    
 
1) Gaming sales during 2008 would likely be hurt (potentially growing less than 10% vs. current 

expectation of 15%+)  as shifting developer priorities result in fewer new game releases in 2008 than 
the market currently expects.   Given the low tie ratios for most third party games on the Wii, an 
unexpected console mix shift would also tend to depress growth.   

 
2) Peak cycle margins and returns on capital would likely be lower than consensus expectations. We 

believe the Wii is a lower margin platform for third party developers than the Xbox 360 or PS3, due 
to lower ASPs, lower tie ratios for most games, and higher hardware royalty costs (somewhat offset 
by lower development costs for Wii games).  

 
3) The current gaming cycle would likely be attenuated.  If third party developers begin to de-

emphasize the PS3, we think Sony could be pressured to “hit the game reset button” and plan to 
jump start the next console cycle. Current consensus is that this cycle could be 2-3 years longer than 
the last cycle, implying a longer duration for peak operating margins. 

 
Doug Creutz, Media and Entertainment, (415) 646-7225 
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Surprise #4: AMD Drops its Infatuation with +30% Market Share to Focus on a 
Profitable Niche Strategy 
 
Probability: 15% 
 
Consensus view: AMD (AMD: 6.25, Neutral) will continue to pursue aggressively its oft-stated 
objective of capturing over 30% share in the microprocessor market. The company is unlikely to alter 
this objective because under AMD’s current business structure (broad R&D, broad marketing, internal 
fabs) profitability depends on shipping massive unit volumes.  Management’s evident passion for 
attaining 30%+ market share makes any change to AMD’s objectives even more unlikely.   Moreover, 
AMD’s surprisingly easy access to capital (most recently evidenced by the November 2007 investment of 
$622 million by the Mubadala Development Co) suggests AMD is unlikely to rein in its market share 
ambitions even if losses mount.  As a result, AMD is likely to continue posting substantial losses while 
undercutting Intel’s (INTC: 21.99, Outperform) growth and profitability. 
 
Why a surprise is possible: Under its current cost structure, AMD cannot be profitable without 
substantial share gains.   Yet material market share gains are unlikely because: 
 

(a) AMD’s current and projected offerings are too weak to support gains in market share based on  
superior products 

 
(b) AMD’s cost structure cannot support a strategy based on price-driven share gains without 

producing even greater losses than at present.     
 
As a result, AMD faces a stark choice.   The company can choose to continue to post losses until it 
achieves a superior product offering  (well beyond any reasonably forecast-able horizon in our opinion) 
OR  it can significantly reorganize its business.  Future capital infusions are likely to be conditioned on 
such a re-organization.   A realignment likely would  include a change from its current 30%+ market 
share objective in the overall MPU market to an objective of achieving high market shares in select 
processor categories  where AMD can  offer  superior products.    
 
Expected timing of event: We believe that AMD will have to feel completely cornered before making 
such a change and as a result would not expect any changes before late 2008. 
 
Stock impact if surprise comes true: We believe such a change would be positive for both AMD and 
INTC shares. Even if AMD does not alter its long-term share objectives, Intel is likely to expand its 
market share and profitability in 2008.    However, AMD shares are likely to appreciate only if this 
surprise (or some other bluebird event) comes to pass.   Intel’s GM would likely jump by 300 – 400 bps – 
and add 100-200 bps to its top line growth rate.    
 
John Barton, Semiconductors, (646) 562-1366 
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Surprise #3: DRAM Market Conditions Turn Favorable by mid-‘08 
 
Probability:  10% 
 
Consensus View:  Despite a vicious price war in 2007 (with prices of some of the most widely used 
DRAM part types declining more than 80% over the course of the year), the industry-wide DRAM glut will 
endure until at least late 2008 – and quite possibly into 2009. 
 
Why a surprise is possible:  In 2007, we estimate that worldwide DRAM production capacity 
increased by 95+% from 2007 – outstripping worldwide DRAM consumption growth of 70+%.    In 2008, 
we project that memory bit production capacity (up 60+%) will again grow faster than memory bit 
demand (up 40+%).    As a result, our forecasts call for DRAM market fundamentals to remain weak until 
at least late 2008.   
 
However, price forecasting for any market characterized by high double digit growth in supply and 
demand is always treacherous.  The market will recover sooner than we (and most others) expect if (a) 
low DRAM prices result in more powerful elastic demand response than we expect, (b) product mix 
improves markedly (for example from 512 Mb to 1 Gb parts), and/or (c) bit supply growth slows 
substantially  - with current productive capacity taken off line.    
 
Of course, if end market demand for PC’s and other digital goods proves to be stronger than expected 
(i.e., resulting in bit consumption growth in 2008 approaching the level achieved in 2007), the 
consequences for DRAM market fundamentals would be positive.   However, a favorable surprise in 
DRAM market dynamics is at least as likely to be driven by a material change on the supply front.    
While none of the leading DRAM suppliers (Samsung, Hynix, Micron, and Qimonda) is likely to cut 
wafer starts drastically for fear that underutilized plant would only exacerbate their financial woes,   the 
industry does have a huge incentive to consolidate.  (The memory market would likely not be in such 
dire straits if Micron’s proposed merger with Hynix in 2002 had been consummated.)        
 
Expected timing of event:  Too hard to call.   
 
Stock impact if surprise comes true:  Micron (MU: 6.09, Neutral) and Qimonda (QI: 4.17, not rated) 
could very likely rebound.  If improving DRAM memory market fundamentals are demand-driven, other 
chip companies like Intel (INTC: 21.99, Outperform) and Integrated Devices (IDTI: 9.27, Outperform) 
would likely benefit too.   Firmer memory pricing would also have positive consequences for 
semiconductor equipment companies like Lam Research (LRCX: 37.93, Neutral).    Even if DRAM market 
improves as a result of better-than-expected end market demand, this surprise would be a mixed bag 
for hardware companies like Hewlett-Packard (HPQ: 45.00, Outperform), Dell (DELL: 20.76, Neutral) 
and Sun Microsystems (JAVA: 15.29, Neutral).  All would face higher input costs – and thereby make it 
more difficult for these companies to increase margins.    
 
 
Betsy Van Hees, Semiconductors, (415) 646-7238 
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Surprise #2: Cisco Lands a Major Wireless Infrastructure Deal with a Tier-1 
Service Provider 
 
Probability: 10% 
 
Consensus view:  Cisco (CSCO: 25.87, Neutral) has no interest in pursuing the wireless infrastructure 
market given the relatively poor margin opportunity it offers.  Even if it were interested, it is unlikely that 
Cisco could unseat incumbent vendors such as Ericsson (ERIC: 23.01, Neutral), Nokia (NOK: 22.86, 
Outperform), Alcatel-Lucent (ALU: 4.50, not rated) and Nortel (NT: 12.39, not rated), all of which have 
significant intellectual property in this arena and years of experience deploying and servicing wireless 
networks. 
 
Why a surprise is possible:  Although Cisco is not currently one of the primary suppliers of mobile 
communications infrastructure, we believe that it has its sights set on becoming one of the permanent 
suppliers of mobile WiMAX infrastructure, a technology that will play a meaningful role in the rapidly 
emerging 4G mobility standard.  Cisco can leverage WiMAX's significant dependence on traditional 
networking technologies (e.g. IP and Ethernet) to gain traction with wireless service providers.   
 
Cisco’s recent acquisition of Navini, the leading supplier of mobile WiMAX networking equipment, 
appears likely to allow Cisco to gain the beachhead necessary to launch its assault on the incumbent 
wireless infrastructure suppliers as 4G networks are constructed.  Navini has significant credibility 
among the wireless service provider community, having deployed more than seventy commercial mobile 
WiMAX networks throughout the world.   Over the next few months, Cisco appears poised to expand the 
Navini solution set with the introduction of several new switches and routers that are designed 
specifically for the mobility environment (i.e. they offer high density with a small footprint and an ultra-
low power consumption).  
 
Cisco is likely to be extremely aggressive in its pursuit of the WiMAX market. The company clearly has 
the means to offer meaningful levels of vendor financing.  Cisco also may  have the inclination to do so 
given  its avowed interest in being the dominant  enabler of  pervasive Web 2.0 computing and the 
significant role 4G likely will  play in its evolution (especially within emerging markets). 
 
Expected timing of event:  Before June 30th – with Cisco using one of the communications 
infrastructure industry's major tradeshows (e.g. GSM World Forum, CTIA, NextComm) as a venue for 
making the announcement. 
 
Stock impact if surprise comes true:  Cisco's long-term top-line and bottom-line growth prospects 
would be materially enhanced by success in the WiMAX arena.  Therefore, a big tier-1 contract win would 
likely be a significant positive catalyst for Cisco shares.   Cisco’s first major WiMAX contract win likely 
would grease the skids for similar contracts at other carriers – potentially resulting in a “domino effect” 
that allows Cisco to realize its 4G ambitions.   However, a big win by Cisco in wireless infrastructure 
would be viewed as a significant negative for incumbent vendors.   Nortel, the current leader in the 
WiMAX infrastructure market, would likely be especially hard hit. 
 
John Anthony, Wireline Communications Equipment, (646) 562-1300 
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Surprise #1: Hollywood Studios Announce Intention to End Physical DVD 
Distribution and Embrace Cable VOD and Broadband Downloads Instead 
 
Probability: 2% 
 
Consensus View:  With near-total control of the most valuable program libraries and the business 
models governing their distribution, Hollywood will continue to embrace broadband media at a 
measured pace – limiting the number of movies available via Internet download or cable video-on-
demand.  Old media conglomerates built on the premise that both distribution and content are scarce 
will continue to pay lip service to the ideal of “anytime, anywhere, any device” technology innovations.  
But lawyers from the RIAA, the MPIA and throughout the media industry will continue to sue innovators 
that threaten the traditional viewing paradigm of “by appointment only, where we want, how we want 
you too see it.”    The number of titles made available for watching via broadband download increases 
markedly in 2008 – but fewer than 10% of all movies available on DVD will be available via download.     
 

Why a surprise is possible:  Fragmentation and consumer control have always threatened the 
dominant providers of media. At the time they first became available, many emerging technologies 
proved to be so threatening that the incumbents attempted to thwart their acceptance – starting with 
sheet music in 1900, and later with phonographs, player pianos, radios, televisions, TV remote controls, 
cassette tape recorders, VCR’s, and TiVo.   In each instance, the establishment players in the content 
industry argued the new technology undermined the property rights of content owners – and employed 
both the legal system and political influence in an effort to stop it.  But these past efforts to stop 
progress all eventually failed – to the benefit of both upstart and incumbent players.   Given the 
enormous time and money spent on fighting innovation in court, Hollywood has an incentive to embrace 
the inevitable.   Hollywood could also substantially lower its cost of goods by abandoning physical DVD 
distribution in favor of VOD and broadband downloads.   
 

Expected timing of the event:   Within 3 months of the final settlement of the ongoing writers’ strike.  
With questions of how the proceeds of content distributed by emerging technologies should be divided 
amongst owners and creators settled, studios will be able to more accurately assess the likely 
implications of taking the broadband distribution plunge – increasing the chances that they do so.    
 
Stock impact if surprise comes true: Blockbuster (BBI: 3.43, not rated) would likely go out of 
business – and Wal-Mart (WMT: 47.72, not rated) would lose a lucrative franchise. The end of DVD’s 
would be a mixed blessing for Netflix (NFLX: 23.41, Neutral) – with critical mass in its sub base and its 
“Watch Now” service potentially saving the day.      Negative for chip companies like LSI Logic (LSI: 4.03, 
not rated) that are exposed to sales of DVD players.   But overall, this surprise would be a big positive 
for consumer electronics innovators (like Apple) (AAPL: 172.69 not rated) and the chip industry.   Cisco 
Juniper (JNPR: 26.60, not rated), Sun Micro and other communications equipment companies would 
benefit as well – with Verizon, AT&T and others likely to more aggressively build out their video 
capabilities knowing that there is assured ample traffic.  Positive for Comcast, Time-Warner Cable and 
Cablevision too - whose VOD revenue streams finally become significant.  

 

Arnie Berman, Technology Strategy, (646) 562-1361 
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Addendum 
 

STOCKS MENTIONED IN IMPORTANT DISCLOSURES 
Ticker Company Name 
AMD Advanced Micro Devices 
ATVI Activision 
CMCSA Comcast Corporation 
CRM Salesforce.com 
CSCO Cisco Systems 
CVC Cablevision Systems Corp. 
DELL Dell 
ERIC Ericsson 
ERTS Electronic Arts 
ESLR Evergreen Solar 
GOOG Google 
HPQ Hewlett-Packard 
IDTI Integrated Device Technology 
INTC Intel 
JAVA Sun Microsystems 
JNPR Juniper Networks 
LRCX Lam Research 
MSFT Microsoft 
MU Micron Technology 
NFLX Netflix, Inc. 
NOK Nokia 
NVTL Novatel Wireless, Inc. 
ORCL Oracle 
QCOM Qualcomm 
SPWR SunPower 
STP Suntech 
SWIR Sierra Wireless, Inc. 
T AT&T 
VZ Verizon Communications 
 
 

ANALYST CERTIFICATION 
Each author of this research report hereby certifies that (i) the views expressed in the research report accurately reflect
his or her personal views about any and all of the subject securities or issuers, and (ii) no part of his or her compensation
was, is, or will be related, directly or indirectly, to the specific recommendations or views expressed in this report. 
 
 

IMPORTANT DISCLOSURES 
 
Cowen and Company, LLC and or its affiliates make a market in the stock of ATVI, CMCSA, CSCO, DELL, ERIC, ERTS, ESLR, 
GOOG, IDTI, INTC, JAVA, JNPR, LRCX, MSFT, NFLX, NVTL, ORCL, QCOM, SPWR, SWIR securities. 
 
Cowen and Company, LLC and/or its affiliates managed or co-managed a public offering of ESLR, SPWR within the past 
twelve months. 
 
Cowen and Company, LLC and/or its affiliates received in the past 12 months compensation for investment banking 
services from ESLR, SPWR. 
 
ESLR, SPWR is or was in the past 12 months a client of Cowen and Company, LLC; during the past 12 months, Cowen and 
Company, LLC provided IB services. 
 
IDTI is or was in the past 12 months a client of Cowen and Company, LLC; during the past 12 months, Cowen and 
Company, LLC provided Non IB services. 
 
Cowen and Company, LLC has received compensation in the past 12 months for products or services other than 
investment banking from IDTI. 
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ESLR, IDTI, SPWR have been client(s) of Cowen and Company, LLC in the past 12 months. 
 
Cowen and Company, LLC compensates research analysts for activities and services intended to benefit the firm's 
investor clients.  Individual compensation determinations for research analysts, including the author(s) of this report, are 
based on a variety of factors, including the overall profitability of the firm and the total revenue derived from all sources, 
including revenues from investment banking.  Cowen and Company, LLC does not compensate research analysts based on 
specific investment banking transactions. 
 
 

DISCLAIMER 
 
This research is for our clients only.  Our research is disseminated primarily electronically and, in some cases, in printed 
form.  Research distributed electronically is available simultaneously to all Cowen and Company, LLC clients.  All 
published research, including required disclosures, can be obtained on the Firm’s client website, 
www.cowenresearch.com. 
 
Further information on any of the above securities may be obtained from our offices.  This report is published solely for 
information purposes, and is not to be construed as an offer to sell or the solicitation of an offer to buy any security in 
any state where such an offer or solicitation would be illegal.  Other than disclosures relating to Cowen and Company, 
LLC, the information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport 
to be a complete statement or summary of the available data.  Any opinions expressed herein are statements of our 
judgment on this date and are subject to change without notice. 
 
Notice to UK Investors: This publication is issued in the United Kingdom by or through Cowen International Limited. In 
the United Kingdom, Cowen and Company is a Trading Name of Cowen International Limited. 
 
This communication has been issued in the U.K. only to persons of a kind described in Article 19 and 49 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2001 ("relevant persons").  It must not be acted on or relied on 
by persons who are not relevant persons.  Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. 
 
Copyright, User Agreement and other general information related to this report 
© 2008 Cowen and Company, LLC. Member NYSE, FINRA and SIPC.  All rights reserved.  This research report is prepared for 
the exclusive use of Cowen clients and may not be reproduced, displayed, modified, distributed, transmitted or disclosed, 
in whole or in part, or in any form or manner, to others outside your organization without the express prior written 
consent of Cowen.  Cowen research reports are distributed simultaneously to all clients eligible to receive such research 
prior to any public dissemination by Cowen of the research report or information or opinion contained therein.  Any 
unauthorized use or disclosure is prohibited.  Receipt and/or review of this research constitutes your agreement not to 
reproduce, display, modify, distribute, transmit, or disclose to others outside your organization the contents, opinions, 
conclusion, or information contained in this report (including any investment recommendations, estimates or price 
targets).  All Cowen trademarks displayed in this report are owned by Cowen and may not be used without its prior 
written consent. 
 
Cowen and Company, LLC. New York  (646) 562-1000    Boston  (617) 946-3700    San Francisco  (415) 646-7200
Chicago  (312) 516-4690    Cleveland  (440) 331-3531    London (affiliate)  44-207-071-7500    Geneva (affiliate) 
41-22-707-6900 
 
 
 

COWEN AND COMPANY RATING DEFINITIONS (a) 
Rating Definition
Outperform (1) Stock expected to outperform the S&P 500
Neutral (2) Stock expected to perform in line with the S&P 500
Underperform (3) Stock expected to underperform the S&P 500
(a) Assumptions: Time horizon is 12 months; S&P 500 is flat over forecast period. 
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COWEN AND COMPANY RATING ALLOCATION (a) 

Rating 
Pct of companies under

coverage with this rating
Pct for which Investment Banking services

have been provided within the past 12 months
Buy (b) 48.4% 8.6%
Hold (c) 49.3% 3.0%
Sell (d) 2.3% 0.0%
(a) As of 12/31/2007. (b) Corresponds to "Outperform" rated stocks as defined in Cowen and Company, LLC's rating definitions (see above). (c)
Corresponds to "Neutral" as defined in Cowen and Company, LLC's ratings definitions (see above). (d) Corresponds to "Underperform" as defined in
Cowen and Company, LLC's ratings definitions (see above).  Note: "Buy," "Hold" and "Sell" are not terms that Cowen and Company, LLC uses in its
ratings system and should not be construed as investment options. Rather, these ratings terms are used illustratively to comply with NASD and NYSE
regulations. 

 
To view price charts, please see http://pricecharts.cowen.com/pricechart.asp or call 1-800-221-5616 


