FTTH MARKET REPORT

FTTH: Life After the FiOS Build
Non-RBOC carriers in the United States are building out fiber to the home at
record rates, as are carriers in Mexico and Canada, according to
new market research by Michael Render of RVA LLC.
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F

ueled by stimulus spending, nonRBOC fiber-to-the-home deployers rocketed to a new record in
the 12 months ending September 2011,
passing more than 900,000 additional
U.S. homes with fiber. The data comes
from surveys of consumers, deployers
and equipment vendors by market researcher Michael Render of RVA LLC.
Including large deployments in
Mexico and Canada, North American FTTH deployments totaled
more than 2.1 million. Of those, only
about 500,000 homes passed were by
U.S. RBOCs, mainly Verizon. About
700,000 were in Canada and Mexico
– this was only the second year of large
FTTH deployments in either country.
Roughly half Verizon’s total was tallied by Verizon Enhanced Communities
(VEC) builds in multiple-dwelling-unit
(MDU) properties and planned-unit
developments, according to Broadband
Communities sources. AT&T, Comcast
and smaller deployers also increasingly
use FTTH for MDUs, although most
non-telcos still deploy coaxial cable to
MDUs. (When they do deploy fiber all
the way to the unit, they typically use
RFoG technology).
Thus, the pattern this year is the reverse of what the industry had become
used to as Verizon’s FiOS build came up
to speed from 2005 to 2009. In those
years, Verizon alone was responsible
for roughly three of every four homes
passed by fiber in North America. Now,
in the U.S., non-RBOCs are responsible
for about two-thirds of homes passed.
According to Render’s estimates, the
total number of homes passed in North
America has reached 21.2 million.
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In the year ending September 2011, smaller
companies accounted for almost two-thirds
of U.S. homes newly passed by fiber.
However, about 1.5 million of these are
multifamily units passed by fiber trunk
lines in Verizon’s FiOS footprint, many
of which, despite VEC activity, are not
likely to get FTTH any time soon.
Render plans to adjust his prior-year
data in time for the 2012 Broadband
Communities Summit to reflect this
new economic reality, probably by creating a new category, “MDUs not marketed to.” Because the total of homes
passed will thus fall slightly, this will
lead to higher reported take rates as
measured by homes connected divided
by homes passed. This year, the RBOC
take rate would be above 38 percent in
North America, far higher than the 33
percent calculated through September under the old rules. (Render and
Broadband Communities normally
calculate take rate as homes connected
divided by homes marketed, and that
metric would not change.)
Short-Term and
Long-Term Projections
Non-RBOC builds should continue at
a healthy pace until fall 2012, accord-

ing to Render, who says, “While deployments in Canada and Mexico appear to
be increasing over the next few years,
I project some downturn in the U.S.
starting in late 2012 or 2013 [unless we
get] some major announcements soon.”
However, he warns that he has not updated his most recent projection, for deployments through 2014, since last year.
That projection called for slightly
more than 1.313 million new U.S. homes
passed in calendar year 2011, increasing
by about 40,000 for 2012 to 1.354 million. The industry was on track to beat
the 2011 expectations by about 100,000
as the year came to a close. Those totals,
of course, do not include the strongerthan-expected activity in Mexico and
Canada.
Render remains “very bullish” on
the long-term future for FTTH in the
U.S. “as the need for very-high-bandwidth symmetrical services continues to
increase every day.” But as the stimulus
program winds down in 2012, it seems
clear that new projects are highly dependent on access to capital, and such ac-

About the Author
Contact corporate editor Steve Ross at steve@bbcmag.com, and see his FTTH financial
models online at www.FTTHAnalyzer.com. Don’t miss Mike Render’s presentations
at the 2012 Broadband Communities Summit in Dallas next April.
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FTTH Homes Passed, September 2011
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Fiber now passes one American home in five. During the six months between March 2011 and September 2011, a stimulus-fueled increase of almost 1.2
million homes passed was registered – slightly above the previous six months but well below the same period a year earlier. Only 2.1 million new homes
were passed by fiber between September 2010 and September 2011, compared with more than 3 million from September 2009 to September 2010. Still,
the pace of non-RBOC FTTH deployments grew significantly.

Average revenue per user for FTTH continues to
grow and now exceeds $143 per month.
cess has been sparse. When financing is
arranged, interest costs typically exceed
10 percent; some projects are stillborn
after being unable to absorb projected
costs of funds as high as 15 percent.
The $7 billion in stimulus funds
devoted mainly to grants and loans for
broadband deployment has been astoundingly successful in creating construction and telecom equipment jobs in
the past two years and will be in 2012 as
well. Much of the money went to fiberbased middle-mile and first-mile builds.
As documented below, the job-creation
effect continues to extend to FTTH users
as well.
FTTH BOOSTS
SERVICE-PROVIDER REVENUE
Participants in Broadband Communities’ FTTH financial modeling webinars have shown great interest in bootstrapping, either with current cash flow
or by mortgaging existing network assets. The latest revenue data that Render
compiled shows this approach to financ-

ing may be more practical than in years
past. Despite Wall Street expectations

that average revenue per user (ARPU)
would inevitably decline as cost per
Mbps falls, ARPU has in fact been increasing for FTTH, and the gap appears
to be growing between FTTH and other
broadband technologies. In September,
FTTH ARPU exceeded $143 a month –
4 percent higher than a year earlier, after
a 1.5 percent growth the previous year.

Growth or decline, half over half
Homes
Passed

Homes
Marketed

Homes
Connected

Video
Connected

Apr-06

-57%

252%

23%

1620%

Sep-06

333%

27%

176%

0%

Mar-07

-5%

-16%

38%

37%

Sep-07

-19%

-13%

42%

118%

Mar-08

43%

54%

16%

33%

Sep-08

-7%

10%

10%

4%

Mar-09

-35%

-34%

-22%

-2%

Sep-09

53%

44%

29%

13%

Mar-10

-50%

-57%

-38%

-24%

Sep-10

68%

24%

22%

-12%

Mar-11

-45%

0%

-1%

2%

Sep-11

24%

54%

-56%

-2%

Source: Broadband Communities’ calculations from RVA data. The seasonal pattern normally shows
growth each summer and a lag in winter, so the March-to-September 2011 increases over the previous six months is unsurprising. Whatever the economic climate, the lag in homes connected should
reverse in 2012 as more ARRA-funded networks come to market.
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FTTH Homes Marketed, September 2011
(Cumulative, North America)
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The increase in homes marketed for FTTH rose by more than 1.8 million for the March-September 2011 period, a gain far above the previous six months
and also well above the year-earlier period. The latest six-month increase was not far below the near-record 2.2 million logged for the corresponding
spring-summer months in 2009.

FTTH Homes Connected, September 2011
(Cumulative, North America)

7,377,800
7,094,800
6,452,300
5,804,800
5,275,000
4,422,000
3,760,000

0

2,912,500
2,142,000
1,478,597
1,011,000
671,000

3,
0
31 00
2,
7
54 00
8,
00

0

21

50
6,

00

14

,0

78

00

64

,7

00

38

,0

00
,5

22

50
,3
10

7,500,000
7,000,000
6,500,000
6,000,000
5,500,000
5,000,000
4,500,000
4,000,000
3,500,000
3,000,000
2,500,000
2,000,000
1,500,000
1,000,000
500,000
-

Mar-02 Sep-02 Mar-03 Sep-03 Mar-04 Sep-04 Mar-05 Sep-05 Mar-06 Sep-06 Mar-07 Sep-07 Mar-08 Sep-08 Mar-09 Sep-09 Mar-10 Sep-10 Mar-11 Sep-11

Source: RVA LLC

The number of FTTH connections is rising but not as fast as homes marketed and passed. The number of homes connected increased by only 283,000
in the past six months, less than half the total in each of the previous two periods and the lowest in five years. Thus the ratio of homes connected to
homes passed fell to 33 percent, down 1 percent from last spring’s peak.

The reason is simple: Deploying
FTTH allows carriers to offer services
that non-FTTH deployers can’t. The advantage is not only in raw downstream
bandwidth but also in upstream bandwidth. The extra reliability of fiber also

aids rollout of such revenue-enhancing
services as telemedicine and security.
FTTH is uniquely both carrierfriendly and consumer-friendly. Revenue
for providing data (by far the highestmargin “commodity” service) is the

FTTH is both carrier-friendly and consumerfriendly: Profits are high, price per Mbps is low.
36

highest of any broadband technology at
$57.35 per month, and cost per Mbps
($2.91 per month) is the lowest.
In addition, telcos with FTTH can
reduce their churn and marketing costs.
Telcos clearly need FTTH to compete
with cable – fiber continues to have by
far the highest level of consumer satisfaction of any broadband technology.
Render’s latest consumer survey
clearly shows that the more bandwidth
and reliability users have at home, the
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FTTH Video Homes Connected, Cumulative, September 2011
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The great news for FTTH deployers is that customer take-up of video is healthy – almost twice as many video customers as overall FTTH customers were
added in the past six months. More than 5.4 million homes subscribed to FTTH video by September 2011, almost double the number in March 2009. Net
additions for FTTH video are running at well over 900,000 households a year – close to the total for the corresponding period in 2010 but below 2009.

more likely they are to use broadband
applications such as videoconferencing.
Some 9 percent of those with FTTH
(and 15 percent of those with 50 Mbps
connections) report using videoconferencing, whereas only 3 percent of broadband users overall report that they do.
(Though these figures are lower overall
than estimates published by videocon-

ferencing providers such as Skype, the
gap between users with higher and lower
bandwidths is probably valid.)
The gap in application take-up is even
higher in some other categories. Only 12
percent of all broadband users uploaded
video content, but 39 percent of FTTH
users with 50 Mbps service or more did
so. (The 50 Mbps refers to download

speed, but upload speed for FTTH carriers offering that tier is typically 20 Mbps.)
More to the point (because it can
generate additional direct revenue to carriers), more than a third of the 50 Mbps+
crowd reports using broadband connections to play multiuser games, compared
with only 9 percent of all broadband users. Almost a third of 50 Mbps+ users re-

Homes Passed, Marketed, and Connected in
Each Six-Month Period Since March 2007
(Calculated by Broadband Communi es from RVA Data)

North American Homes
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The number of FTTH customers added was down slightly in the six months ending September 2011. This addition is well below the long-term trend,
despite last year’s uptick in homes passed and marketed and despite the fact that many new builds are in rural areas with historically high take rates. Part
of the reason is that the new ARRA-funded networks are not all ready for marketing, but Verizon is still marketing FTTH homes passed several years ago.
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FTTH Has the Lowest Cost per Mbps,
Comparing Monthly Fee to Bandwidth Offered
(RVA, Summer 2011)

Wireless ($49.38)

$17.15

DSL ($44.30)

$16.40

FTTN ($49.60)

$8.55

Cable Modem ($50.80)
FTTH ($57.35)

$3.83
$2.91

Monthly revenue for data services (left side of chart) is higher for FTTH than for any other broadband technology, but price per Mbps (right side of chart) is the lowest.

Consumers Are Most Satisfied
With FTTH for Internet Service
(RVA, Summer 2011)

DSL
Cable
FTTH

51%
54%
74%

Telcos need FTTH to compete with cable. Consumers are less satisfied with DSL Internet service
than with cable but much more satisfied with fiber-based service.

port that they download or stream Internet video, compared with only 7 percent
of all broadband users. (Again, these
figures are lower than those reported by
OTT providers such as Netflix, but the
gaps between users with different types
of broadband may still hold.)
FTTH deployers also report that
customers have increased their demand
for pay-TV services. More than 5.4 million FTTH homes subscribed to video
by September 2011, almost double the
number that subscribed in March 2009.
Almost twice as many video customers
as overall FTTH customers were added
in the past six months. Indeed, net additions for FTTH video are running well
over 900,000 households a year. That’s
close to the total for the corresponding
period in 2010 but below 2009.

where a home is, about two-thirds of all
buyers say broadband access is a factor
in their purchase decision. However,
deployers should use these numbers
with care because they vary widely with
circumstances.

FTTH CONTRIBUTES TO GROWTH
FTTH helps sell homes and helps families live where they want. No matter

Speed/ Beer Internet/ Bandwidth
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For instance, a whopping 39 percent of first-time buyers in rural areas
say good broadband access is very important. That’s more than double the
rate for suburban and urban buyers.
Render’s survey results clearly call into
question the National Broadband Plan’s
proclamation that speeds of 4 Mbps
down, 1 Mbps up are adequate for current broadband applications.
On the other hand, work-at-home
professionals’ craving for broadband is
highest among urban dwellers. Some 22
percent of those with 50 Mbps service or
greater have home-based businesses, compared with only 9 percent of all broadband users in 2011. That’s another way
that stimulus funding has contributed to
economic growth – by making small, often home-based, businesses possible.
Adding to FTTH dominance: Wireless is important, but despite the sharp
increase in wireless bandwidth and
smartphone use, even the young still
spend 80 percent of their Internet time
from a fixed location – a laptop or desktop computer at home or at work.
DEPLOYMENT TRENDS
The number of FTTH homes marketed
rose by more than 1.8 million during March-September 2011, a gain far
above that of the previous six months.
Even though marketing and construction tend to slow in winter – especially
when the winter is harsh, as this past
one was in much of the country – this
performance was well above the yearearlier period.

Speed, Reliability, And Clarity Are Key Benefits
(RVA, Summer 2011)

Cost/ Value

6%

Bundle (several services, one bill)

6%

Video clarity
Reliability/ Consistency/ No hassles

13%
21%
41%

Open-ended responses confirm that consumers increasingly understand the advantages of FTTH.
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Most Internet Time Is Still Spent Via Wireline
(Internet Time Among People Under 35)
(RVA, Summer 2011)

Mobile

19%

Desktop/laptop at work

27%
55%

Desktop/laptop at home

Despite the sharp increase in wireless bandwidth and smartphone use, even the young still spend
80 percent of their Internet time at a fixed location.

FTTH Offers Strong and
Growing Provider Monthly ARPU
(RVA, Summer 2011)

2009

$136.00

2010

$138.04

2011

$143.56

Contrary to Wall Street expectations, average revenue per FTTH user continues to grow, rising by
4 percent from September 2010 to September 2011 even though price per Mbps declined sharply.

Indeed, the latest six-month increase was close to the 2.2 million in
homes marketed for the spring-summer
months of 2009 for all North America,
though U.S. deployments had dropped
considerably (good for vendors, bad for
the country’s competitive position).

Fiber connections lag behind deployments, as
operators can connect only so many customers
per week. Take rates should rise in 2012.

Importance of FTTH by Area
(RVA, Summer 2011)
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FTTH customer connections are rising but not as fast as homes marketed
and passed. The number of homes connected rose by only 283,000 in the past
six months, less than half the total in
each of the previous two quarters.
Broadband Communities reporting
suggests that the biggest reason for this
lag in connections – aside from quirks
in Verizon numbers described earlier –
is that municipalities and rural telcos
rushed this year to spend federal stimulus funds when they became available
after an agonizingly long process. That
spending will continue into into 2013
but will tail off by fall 2012.
The number of customers connected
always lags behind deployments, if only
because operators can connect and provision only a limited number of customers
per week. The ratio of homes connected
to homes passed (rather than marketed)
fell this summer, down 1 percent from
last spring’s peak. The raw number of
overall connections for the latest six
months is the lowest in five years.
Over the next year, expect a sharp
rise in take rates. Most new builds are in

Urban
Rural: 0-74 homes/sq mile
Suburban: 75-4999

FTTH helps sell homes and helps families live where they want. No matter where a home is, about
two-thirds of all buyers say broadband access is a factor in their purchase decision. Rural first-time
buyers and urban work-from-home professionals are especially smitten with FTTH.

more rural areas with historically higher
customer interest and less competition.
Rural FTTH take rates are typically in
the 50 to 60 percent range.
Bottom line: If Congress and the
president really want to create good jobs
cheaply and provide infrastructure for
the emerging information economy, the
FTTH industry showed this year that it
can get the job done.
Grants and tax breaks aren’t the only
ways for government to stimulate fiber
deployments. Just give lenders some
comfort on regulatory uncertainty, firm
up loose ends in the National Broadband Plan – and, if necessary, become a
lender of last resort. v
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There's Plenty of Room for FTTH Growth
(RVA, Summer 2011)

Homes Passed

Fiber now passes one U.S. home in five, and one
in 15 is actually connected – amazing growth in
one decade. But there is obviously plenty of room
to grow.

Homes Connected
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High-Bandwidth Users Have
Changed Lifestyle More
(RVA, September 2011)

80%

FTTH is good for the economy and the environment. A whopping 22 percent of those with
50 Mbps service or greater have home-based
businesses, compared with only 9 percent of all
broadband users in 2011.
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All FTTH Users

50 Mbps+ Users

Ever work from home

All 2011 broadband users

Have home-based business

High-Bandwidth Users Use More Apps
(RVA, September 2011)

All FTTH users

50 Mbps + Users

All 2011 broadband users
12%

Upload video content to Internet

9%

Play mul-user games

19%

55%
7%

Download or stream video to computer

Use two-way video conferencing
Use VOIP for audio

40

35%

8%

Shop online

Upload large files

39%

16%

24%
4%
22%
3%
9%
2%

31%

63%

FTTH is good for service-provider revenue. The
more bandwidth and reliability users have at
home, the more likely they are to use broadband
applications such as videoconferencing. For instance, only 12 percent of all broadband users
uploaded video content, but 39 percent of FTTH
users with 50 Mbps service or more did so.
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15%

17%
12%
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