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The mobile Internet has been in gestation for many years now and many of our investment clients wait for a turn 
into the “mainstream” to mark an inflection point in the business where they feel that technology is no longer a 
primary risk.  We are here. 
 
It’s easy to get distracted while looking for the next big thing to miss the current one.  Virtualization and data 
center consolidation is good but it touches only a small fraction of the world.   The mobile Internet will touch 
everyone and cross both enterprise and consumer technology markets.  This is a “fat pitch”, as my partner Steve 
Waite likes to say, and it’s been floating towards the plate for a year or two now.    
 
If you think this is old hat, there isn’t any reason to read further unless you don’t already own substantial 
positions in at least Apple and Research in Motion.  There is also a broader ecosystem of companies that range 
from content to services to applications to components that will help us unearth a larger list of investment names.  
We have to insist on Apple and RIM as a starting point.  If you are not currently fully invested in this space please 
take the time to read on and then take action. 
 
Why now?  The simple answer is that the applications to drive adoption of mobile Internet devices are here.  Up 
until recently we only had mobile email, which is a niche, and SMS, which doesn’t really require more than a 
simple phone.   Now we have the web, maps, location services, video, music, and imaging all on a device that can 
be had for a few hundred dollars.  More reasonable service plans and the ability to exploit increasingly ubiquitous 
Wi-Fi networks are also important contributing factors. 
 
The other important top name to hold in this space is Google.  Not for the potential for Google phones or 
devices in the mobile Internet space itself, but rather the amplifying effect that the spread of the mobile Internet 
will have on their core business.  This is a very big deal and we’ve seen it before.  Decades ago we discovered that 
bringing in thousands of personal computers into a mainframe environment actually increases demand for 
mainframe cycles.  The net effect is from the more powerful requests coming in with more frequency than human 
users could ever strive for on dumb terminals.  The spread of smart networked devices that can be used on the go 
is a dramatic positive for Google.  (We’d probably throw in Amazon here too but we still have more work to do 
on it.) 
 
As for the great Apple/RIM debate we see the market as very large and likely to support two to four major 
players as we see in other developed markets like personal computers, storage and application software.   To us 
it’s pretty clear that both of these companies are likely to be long-term winners in the space.  Right now the 
products are pretty different in both form and substance.  They may converge over time but clients will select as 
they always have.  We know consumers who make a device decision based on color.  The net here is that the 
debate just gets in the way of making money when it’s a simple matter to just own both stocks. 
 
Nokia is an obvious name in this space but they have a large basic handset business as does Motorola.  NOK 
shares have declined substantially recently so there’s probably a strong argument for it on a valuation basis but we 
haven’t done our work on it yet.  If we had to speculate on one name it would probably be PALM.  The company 
has retrenched far away from the spotlight and largely counted out.  However they still occupy an interesting 
position with a team of interested and capable staff.  Given the valuation PALM may be the play for small cap 
value investors. 
 
Our fair value estimates using our LTV methodology for these three names are: GOOG $800, AAPL $250 and 
RIMM $195.   

Mobile Internet: Time to pull the trigger. 
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Ecosystem 
 
From the core holdings we describe above we will branch out to examine the overall ecosystem from chips to 
service providers and applications.  There are likely to be major winners and losers in this multi-year transition.  
Today the investment activity around applications and software is intense.  Although many of these efforts are 
likely to be absorbed by the larger players, a few may become new standalone companies in the space.  This is a 
preliminary list and we welcome comments, ideas and suggestions. 
 
Please visit our website at http://www.research2zero.com to find out more and connect with us. 
 

 


