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Lowering 3Q Net Adds on 
OEM Production Cuts 

• We are lowering our 3Q subscriber net additions to 450K, from 
536K, to reflect the recent production cuts from Ford and 
Chrysler, Sirius' largest OEM partners.  We did not change our 
retail net add estimates for the quarter.  The impact to our FY06 
net adds is a decline of 45K, due to an increase in our 4Q retail 
net adds offsetting some of the OEM weakness.  The impact to 
our 2007 estimate is -107K (or -3%).  Our 2006 and 2007 
subscriber estimates are now 6.3M and 9.3M, respectively. 

• We believe demand in the retail channel, which was soft for 
satellite radio in 2Q, has not improved in 3Q.  However, we 
believe that the 4Q holiday selling season will improve and 
should be a catalyst for both Sirius and XM.  We expect 4Q retail 
strength to be driven by: (1) A stronger macro environment, 
driven by lower fuel prices, (2) Retailers increasing square 
footage allocated to satellite radio, (3) The launch of Oprah 
Winfrey's channel this month on XM (which we believe will be a 
key source of promotion for the category as Oprah gets behind 
the product), and for Sirius specifically (3) An improvement in 
the company’s share at WalMart which has historically been 
below that of XM (Sirius recently updated its merchandising and 
expanded its product line at WalMart). 

• We continue to be bullish on Sirius based on a strong secular 
growth outlook for satellite radio, attractive long term 
economics, and a favorable risk/reward ratio.  Based on our 
scenario analysis we believe that Sirius has little downside risk 
from current levels (25% in the bear case) yet significant upside 
potential in the bull case (150%).  Our expected value for Sirius 
is $6, with our base case forecast implying 70% upside. 

• Note that we also upgraded XM today to OUTPERFORM and, 
published an analysis of an XM-Sirius merger and a Clear 
Channel-XM acquisition.  See our separate notes titled 
“Upgrading XM And Exploring XM-SIRI Merger” and “Could A 
Satellite Radio Acquisition Lift CCU?”. 

Sirius Satellite Radio Inc. is a provider of satellite radio in the United States.
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IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS AND INFORMATION ON TRADE ALERTS AND ANALYST MODEL 
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Rating OUTPERFORM* [V]
Price (12 Sep 06) 4.03 (US$)
Target price (12 months) 6.00 (US$)
52 week high - low 7.88 - 3.65
Market cap. (US$ m) 5,658.80
Enterprise value (US$ m) 13,271.81
Region / Country Americas / United States
Sector Satellite Services
Analyst's Coverage Universe Cable & Satellite
   Weighting (vs. broad market) UNDERWEIGHT
Date 14 September 2006
* Stock ratings are relative to the coverage universe in 
each analyst's or each team's respective sector. 
[V] = Stock considered volatile (see Disclosure Appendix).

Price / Indexed S&P 500

3
4
5
6
7
8

Sep-05 Dec-05 Mar-06 Jun-06

Daily Sep 13, 2005 - Sep 12, 2006, 9/13/05 = US$7.22

Price Indexed S&P 500
 

On 09/12/06 the S&P 500 index closed at 1,318.07 

 

Year 12/05A 12/06E 12/07E

EPS (CS adj., US$) -0.69 -0.81 -0.40
Prev. EPS (US$) -0.81 -0.40
P/E (x) NM NM NM
P/E rel. (%) NM NM NM
Q1 EPS -0.33 -0.11
Q2 -0.17 -0.10
Q3 -0.13 -0.07
Q4 -0.18 -0.11
 

Number of shares (m)  IC (current, US$ m) 
1,404.17 —

BV/share (current, US$)  EV/IC (x) 

0.10
Net debt (current, US$ m)  Dividend (current, US$) 

334.8 —
Net debt/total cap. (current)  Dividend yield 

6.6% —
 

Year 12/05A 12/06E 12/07E

Revenue (US$ m) 242.2 626.2 1,032.9
EBITDA (US$ m) -567.5 -548.3 -283.2
OCFPS (US$) -0.43 -0.39 -0.20
P/OCF (x) -15.7 -10.3 -20.0
EV/EBITDA (x) -10.6 -24.2 -23.1
Net debt (12/05A, US$ m) 334.8 774.3 871.9
ROIC — — —
 

Source: Company data, Credit Suisse estimates 
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  Scenario Analysis 
 

Exhibit 1: Scenario Analysis 

Embedded
Expectations4 Bull Case

Base
Case

Better
Bear 
Case

Worse
Bear 
Case

Toyota
Switch3

SIRI1

CPGA - 2010 $105 $87 $95 $100 $104 $91
OEM Conversion Rate 50% 59% 55% 50% 46% 55%
Churn Rate - 2010, including OEM Non-Conversion 2.4% 2.1% 2.1% 2.5% 2.6% 2.2%
Music Royalties/Subscriber Revenue 11% 7% 7% 10% 12% 7%
ARPU - 2010 $12.98 $14.18 $13.79 $12.96 $12.18 $13.78
Retail Subs in 2010 (M) 8.6 11.6 9.8 7.7 7.8 9.6
Retail Share in 2010 54% 52% 56% 51% 52% 54%
Total Subs - 2010 (M) 16.8 20.5 17.3 15.8 15.5 18.2
Levered FCF - 2010 (M) $400 $1,209 $775 $363 $147 $874
FCF/Share in - 2010 $0.25 $0.74 $0.48 $0.22 $0.09 $0.54
DCF Stock Price in 12 mo. $4.33 $9.89 $6.72 $3.91 $2.97 $7.51
Upside/Downisde from Current Price 154% 72% 0% -24% 93%

Probability Distribution 10% 25% 30% 15% 20%

WAVG 12-Month Stock Price $5.79
1 Includes $2 price increase in Bull, CS Estimates, and Toyota Switch cases; and $1 increase in Better Bear Case.
  Bull Case also includes a $2 increase in the family plan price.
3  Toyota Switch scenario assumes that 50% of Toyota volumes go to Sirius, rather than 15% in the other four scenarios.
4  Represents our estimates of what the current stock price reflects.

Source: Company data, Credit Suisse estimates 
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 Revised Model 
 

Exhibit 2: Operating Forecast 
2005A 2005A 2005A 2005A 2005A 2006P 2006P 2006P 2006P 2006P 2007P 2008P 2009P 2010P

1Q 2Q 3Q 4Q FY 1Q 2Q 3Q 4Q FY FY FY FY FY

Subscription fees 40.6 50.1 63.9 79.1 233.6 117.0 138.5 155.3 165.3 576.1 935.6 1,397.4 1,866.3 2,242.9

Activation fees 1.5 1.3 1.9 2.0 6.8 4.6 2.1 2.0 5.6 14.3 13.6 13.6 12.9 12.3

Effects of mail-in rebates (0.2) (1.8) (1.5) (13.3) (16.8) (6.4) (2.9) (2.9) (11.1) (23.3) (24.2) (24.5) (23.2) (22.1)

Subscriber revenue, including effects on mail-in r 41.9 49.6 64.3 67.8 223.6 115.2 137.6 154.5 159.7 567.1 924.9 1,386.6 1,856.0 2,233.1

Advertising revenue, net of agency fees 0.5 1.1 1.5 3.0 6.1 7.3 8.1 10.2 14.2 39.9 81.2 142.4 214.1 293.4

Equipment revenue 0.8 1.5 1.0 9.0 12.3 3.7 3.1 2.5 6.7 15.9 16.3 16.3 15.5 14.7

Other revenue 0.0 0.0 0.0 0.2 0.2 0.5 1.2 0.7 1.0 3.4 10.5 54.1 83.1 111.0

Total Revenue 43.2 52.2 66.8 80.0 242.2 126.7 150.1 167.8 181.7 626.2 1,032.9 1,599.3 2,168.7 2,652.1

Gross Profit 1.4 19.7 25.2 10.4 56.7 43.6 62.3 80.4 72.5 258.8 563.6 1,023.8 1,507.6 1,918.7

% Growth (112.3%) (277.8%) (281.8%) (159.7%) (204.9%) 2,914.0% 216.2% 219.3% 598.2% 356.4% 117.7% 81.7% 47.3% 27.3%

% Margin 3.3% 37.7% 37.7% 13.0% 23.4% 34.4% 41.5% 47.9% 39.9% 41.3% 54.6% 64.0% 69.5% 72.3%

Adj. EBITDA (127.1) (108.8) (105.4) (226.3) (567.5) (136.7) (137.4) (97.2) (177.0) (548.3) (283.2) 84.7 479.7 755.7

% Growth 62.9% 4.0% (16.1%) 53.0% 24.4% 7.6% 26.4% (7.8%) (21.8%) (3.4%) (48.4%) (129.9%) 466.4% 57.5%

% Margin (294.0%) (208.4%) (157.7%) (282.8%) (234.3%) (107.9%) (91.6%) (57.9%) (97.4%) (87.6%) (27.4%) 5.3% 22.1% 28.5%

Pre-Marketing EBITDA (21.2)             (3.4)               5.4                (13.2)             (32.5)          18.9           37.0          54.7           43.7          154.3         473.4       955.9         1,472.0     1,917.0      

% Margin (49.1%) (6.6%) 8.1% (16.5%) (13.4%) 14.9% 24.6% 32.6% 24.1% 24.6% 45.8% 59.8% 67.9% 72.3%

Depreciation and amortization (24.5) (24.6) (24.6) (24.9) (98.6) (24.9) (25.7) (25.0) (25.0) (100.7) (90.0) (92.0) (100.0) (110.0)

Operating Income (EBIT) (190.3) (174.6) (166.9) (297.4) (829.1) (446.2) (230.5) (162.2) (242.0) (1,080.8) (493.2) (107.3) 299.7 585.7

% Growth 59.2% 31.3% (0.2%) 15.0% 22.2% 134.5% 32.0% (2.8%) (18.6%) 30.4% (54.4%) (78.2%) (379%) 95.4%

% Margin (440.3%) (334.5%) (249.8%) (371.7%) (342.3%) (352.2%) (153.6%) (96.7%) (133.2%) (172.6%) (47.7%) (6.7%) 13.8% 22.1%

Net Income (193.6) (177.5) (180.5) (311.4) (863.0) (458.5) (237.8) (177.5) (257.7) (1,131.6) (558.1) (173.9) 162.4 358.2

Preferred stock dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Preferred stock deemed dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net Income (loss) applicable to common stock (193.6) (177.5) (180.5) (311.4) (863.0) (458.5) (237.8) (177.5) (257.7) (1,131.6) (558.1) (173.9) 162.4 358.2

Diluted WAVG of common stock outstanding 1,588.4 1,598.3 1,602.5 1,609.7 1,599.7 1,628.3 1,628.3 1,628.3 1,628.3 1,628.3 1,628.3 1,628.3 1,628.3 1,628.3

EPS reported- Diluted (0.15)$           (0.13)$           (0.14)$           (0.23)$           (0.65)$        (0.33)$        (0.17)$       (0.13)$        (0.18)$       (0.81)$        (0.40)$     (0.12)$        0.10$        0.22$         

% Growth 24.5% 21.1% (0.8%) 12.5% 13.2% 124.0% 26.8% (6.9%) (21.3%) 24.2% (50.8%) (68.8%) (180.5%) 120.5%

Goodwill amortization 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Adjustments to Net Income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Subscriber Metrics:

Total Ending Subscribers:

Retail 1,110            1,355            1,565            2,465            2,465         3,000         3,277        3,542         4,520        4,520         6,339       7,848         8,994        9,842         

OEM 311               433               582               824               824            1,049         1,374        1,558         1,756        1,756         2,970       4,255         5,725        7,291         

Pre-owned Car Channel -                -                -                -                -             -             -           -            -            -            -          -             21             117            

Hertz 28                 27                 27                 28                 28              28              28             28              28             28              28            28              28             28              

Total Subscribers 1,449            1,815            2,174            3,317            3,317         4,078         4,678        5,128         6,304        6,304         9,337       12,131       14,769      17,278       

Special Markets 82                 

Net Additions:

Retail 199               245               210               901               1,554         535            276           266            978           2,055         1,819       1,509         1,147        848            

OEM 108               122               149               242               620            225            325           184            198           932            1,214       1,285         1,470        1,565         

Pre-owned Car Channel -                -                -                -                -             -             -           -            -            -            -          -             21             96              

Hertz (1)                  (1)                  1                   0                   (1)               1                (0)             -            -            0                -          -             -            -             

Net Subscriber Additions 305               366               359               1,142            2,173         761            600           450            1,176        2,988         3,033       2,793         2,638        2,509         

ARPU 11.12$          10.66$          11.17$          9.71$            10.53$       11.42$       11.43$      11.41$       10.59$      11.17$       11.25$     12.42$       13.44$      13.79$       

% Growth 10.0% 0.6% 0.1% 4.3% 3.8% 2.7% 7.2% 2.1% 9.1% 6.0% 0.8% 10.3% 8.2% 2.6%

SAC:

SAC per Gross Addition (189.15)$       (158.76)$       (147.62)$       (114.62)$       (138.79)$    (113.62)$    (130.83)$   (125.00)$    (90.00)$     (110.40)$    (85.16)$    (75.00)$      (65.00)$     (65.00)$      

% Growth (23.8%) (31.8%) (35.0%) (8.0%) (21.2%) (39.9%) (17.6%) (15.3%) (21.5%) (20.5%) (22.9%) (11.9%) (13.3%) 0.0%

Total SAC (67.1) (68.7) (68.7) (145.2) (349.6) (109.1) (108.7) (89.0) (134.4) (441.2) (413.7) (410.4) (393.3) (424.6)

% Growth 148.7% 97.9% 45.9% 123.5% 101.3% 62.7% 58.2% 29.6% (7.4%) 26.2% (6.2%) (0.8%) (4.2%) 8.0%

Unlevered Free Cash Flow:

Operating Cash Flow (127.1) (108.8) (105.4) (226.3) (567.5) (136.7) (137.4) (97.2) (177.0) (548.3) (283.2) 84.7 479.7 755.7

Minus: Cash taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Minus: Change in working capital 11.8 45.7 40.5 218.7 316.6 (16.1) 19.3 (10.5) 185.2 177.9 300.4 216.1 231.0 223.7

Minus: Capital expenditures (6.9) (4.0) (7.1) (31.9) (49.9) (5.5) (22.3) (72.0) (10.0) (109.8) (50.0) (195.0) (170.0) (170.0)

Unlevered Free Cash Flow (122.2) (67.1) (72.0) (39.5) (300.8) (158.3) (140.5) (179.7) (1.8) (480.2) (32.8) 105.8 540.8 809.5

Margin % (282.7%) (128.5%) (107.8%) (49.4%) (124.2%) (124.9%) (93.6%) (107.1%) (1.0%) (76.7%) (3.2%) 6.6% 24.9% 30.5%

Growth % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 49.7%

Levered Free Cash Flow:

Operating Cash Flow (127.1) (108.8) (105.4) (226.3) (567.5) (136.7) (137.4) (97.2) (177.0) (548.3) (283.2) 84.7 479.7 755.7

Minus: Cash taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Minus: Cash interest expense (3.8) (9.3) (6.4) (20.1) (39.6) (17.1) (13.5) (14.7) (15.1) (60.5) (62.6) (64.4) (49.9) (34.7)

Minus: Change in working capital 11.8 45.7 40.5 218.7 316.6 (16.1) 19.3 (10.5) 185.2 177.9 300.4 216.1 231.0 223.7

Minus: Capital expenditures (6.9) (4.0) (7.1) (31.9) (49.9) (5.5) (22.3) (72.0) (10.0) (109.8) (50.0) (195.0) (170.0) (170.0)

Levered Free Cash Flow (126.0) (76.4) (78.4) (59.6) (340.4) (175.4) (154.0) (194.5) (16.9) (540.7) (95.4) 41.4 490.9 774.7

Margin % (291.5%) (146.4%) (117.3%) (74.5%) (140.5%) (138.5%) (102.6%) (115.9%) (9.3%) (86.3%) (9.2%) 2.6% 22.6% 29.2%

Source: Company data, Credit Suisse estimates 
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Companies Mentioned  (Price as of 12 Sep 06) 
Clear Channel Communications (CCU, $29.80, NEUTRAL, TP $31.00, UNDERWEIGHT) 
DaimlerChrysler (DCXGn.DE, Eu40.64, UNDERPERFORM, TP Eu38.00, MARKET WEIGHT) 
Ford Motor Co. (F, $9.06, UNDERPERFORM [V], TP $6.00, MARKET WEIGHT) 
Sirius Satellite Radio (SIRI, $4.03, OUTPERFORM [V], TP $6.00, UNDERWEIGHT) 
Toyota Motor Corp. (7203, ¥6,200, OUTPERFORM, TP ¥7,000, MARKET WEIGHT) 
Wal-Mart Stores, Inc. (WMT, $48.07, OUTPERFORM, TP $55.00, MARKET WEIGHT) 
XM Satellite Radio (XMSR, $11.20, OUTPERFORM, TP $17.00, UNDERWEIGHT) 
 

 

 

 

 

Disclosure Appendix 
Important Global Disclosures 
Bryan Kraft, John Klim & Philip Mutooni each certify, with respect to the companies or securities that he or 
she analyzes, that (1) the views expressed in this report accurately reflect his or her personal views about 
all of the subject companies and securities and (2) no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 

3-Year Price, Target Price and Rating Change History Chart for SIRI 
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Closing Price Target Price Initiation/Assumption Rating

USD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

SIRI Closing Price Target Price Initiation/ 
Date Price (US$) Price (US$) Rating Assumption 
7/24/06 3.94 6 OUTPERFORM X 
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
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Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  40% (60% banking clients) 
Neutral/Hold*  42% (58% banking clients) 
Underperform/Sell*  14% (50% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with 
Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (SIRI) 
Method: Our $6 target price for SIRI is the probability-weighted average derived by modeling five different 
scenarios involving pricing, conversion rates, total churn rates, music royalty fees, and market share. We 
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used a discounted cash flow (DCF) model with a 10.5% weighted average cost of capital (WACC) and 
based on a defined growth forecast for each scenario and 0% growth after 2020. 
Risks: Risks to achievement of our $6 target price by SIRI include industry risks, (1) consumer demand for 
satellite radio may be less than we have forecast, which would result in fewer subscribers, revenues, and 
earnings; (2) Sirius and XM may engage in irrational competitive behavior, destroying the economics of the 
industry; (3) programming costs may continue to escalate, driving earnings lower; (4) music royalty 
payments may increase materially as a result of arbitration over a new contract with the Recording Industry 
Association of America (RIAA), which would drive earnings lower; (5) technological substitution from 
terrestrial-based wireless networks, high definition radio, and MP3 players may displace demand for 
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distribution of this report, a client of Credit Suisse. 
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Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
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The following disclosed European company/ies have estimates that comply with IFRS: DCXGn.DE, XMSR. 
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identified by an analyst on the basis of market events and catalysts, while stock ratings reflect an analyst's 
investment recommendations based on expected total return over a 12-month period relative to the relevant 
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