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Deal Overview 

• AT&T agreed to acquire Time Warner in a 50/50 cash and stock transaction on Saturday, 
October 22. 

• AT&T will offer $107.50 per share, comprised of $53.75 in cash and $53.75 in AT&T stock. 
o AT&T’s offer price is 20% above Friday’s closing price for TWX and 40% above TWX’s 

share price a month ago -- before merger rumors began to circulate. 
• The equity value of the transaction is $85.4 billion and the total transaction value is $108.7 

billion, including Time Warner’s net debt. 
• The deal is subject to shareholder approval by Time Warner shareholders and the usual 

regulatory approval by the Justice Department and perhaps the FCC. 
• AT&T expects the deal to be accretive to both adjusted EPS and free cash flow per share in the 

first year after close. 
o AT&T expects $1 billion in run-rate cost synergies within three years of close. 

• The parties expect the deal to close by the end of 2017. 
 
Our View 

• We see the deal as a clear positive for Time Warner shareholders. 
• The success of the Comcast/NBC Universal merger provides an exemplar of the marriage 

between premium professionally-produced content and distribution. 
 
 
 
 
 



• We expect rigorous regulatory scrutiny given the size and scope of both parties in each of the 
telecommunications (AT&T) and media (TWX) industries. 

o We expect AT&T to point to Comcast/NBCU in its argument to overcome regulatory 
skepticism of the deal. 

o However, AT&T, besides being the largest multi-channel video programming distributor, 
is also the second-largest wireless carrier in the U.S. That is likely to add another layer of 
regulatory scrutiny and probably, at best, some restrictive covenants to any deal 
approval. 

• Given the purchase price, Time Warner management now looks wise since AT&T’s bid is 26.5% 
higher than Twenty First Century Fox’s rejected $85 per share offer in July 2014. 

• Combining with a powerful distributor in AT&T could provide a safe haven for Time Warner in 
the face of accelerating digital disruption of the media business model.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate earnings 
reports or other news relevant to covered companies. This Note may be an initial, real-time response to 
developments that are expected to impact stocks under coverage; as such, it does not imply that the 
information in it is correct as of any time after its preparation or that there has been no change in the 
business, financial condition, prospects, creditworthiness or status of a covered company. The views or 
opinions expressed in this Note are subject to change pending further analysis. This Note is produced and 
copyrighted by Argus Research Co., and any unauthorized use, duplication, redistribution or disclosure is 
prohibited by law and can result in prosecution. The opinions and information contained herein have been 
obtained or derived from sources believed to be reliable, but Argus makes no representation as to their 
timeliness, accuracy or completeness or for their fitness for any particular purpose. This Note is not an 
offer to sell or a solicitation of an offer to buy any security. The information presented in this Note is for 
general information only and does not specifically address individual investment objectives, financial 
situations or the particular needs of any specific person who may receive this Note. Investing in any 
security or investment strategies discussed may not be suitable for you and it is recommended that you 
consult an independent investment advisor. Nothing in this Note constitutes individual investment, legal or 
tax advice. Argus may issue or may have issued other reports that are inconsistent with or may reach 
different conclusions and opinions than those represented in this Note, and all opinions are reflective of 
judgments made on the original date of publication. Those reports may reflect the different assumptions, 
views and analytical methods of the analysts who prepared them and Argus is under no obligation to 
ensure that other reports are brought to the attention of any recipient of this Note or to update or keep 
current the information contained in other reports so that such information is consistent with, or not 
contrary to, the information contained in this Note. Argus Research is an independent investment research 
provider whose parent company, Argus Investors’ Counsel, Inc., is registered with the U.S. Securities and 
Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither 
The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a 
registered broker dealer and does not have investment banking operations. Argus shall accept no liability 
for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as 
customers simply by virtue of their receipt of this material. Investments involve risk and an investor may 
incur either profits or losses. Past performance should not be taken as an indication or guarantee of future 
performance. Argus has provided independent research since 1934. Argus officers, employees, agents 
and/or affiliates may have positions in stocks discussed in this report. No Argus officers, employees, agents 
and/or affiliates may serve as officers or directors of covered companies, or may own more than one 
percent of a covered company’s stock. 
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