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8X8, Inc. develops and markets telecommunication services
and technology for Internet protocol, telephony and video
applications. The products and services offered by the
company include Packet8 broadband voice over Internet
protocol & Video Telephone Service, Wholesale Voice and
Video Services, voicemail and caller ID, 3-way calling, online
account management and billing, international call
blocking, and videophones. The company also offers
Packet8 Virtual Office Business Telephone service, enabling
users to join a virtual PBX that includes automated
attendants to assist callers, conference bridges, extension-
to-extension dialings, among other features. Additionally,
the company produces a line of telephone handset-to-
Ethernet adapters, video terminal adapters, video-enabled
SIP softphones, and Packet8-enabled 5.8GHz digital
expandable corded/cordless phones, as well as Packet8
MobileTalk, enabling users to make international calls from
their mobile phones over the Packet8 international network.

8x8 sells its products and services to end users through
direct sales force, Web site, retail channels, online
channels, network marketing firms, and third party resellers;
and wholesale voice and video services to Internet Service
Providers, cable television companies, and digital
subscriber line providers.
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Management Activity

Name Position

MARTIN BRYAN R Chief Executive Officer
PARKINSON JOE Director

WEIRICH DANIEL Chief Financial Officer,President
REES HUW A Vice President
HECKER GUY L JR Director

MURRAY RICHARD G JR  President

WILSON DONN R Director

PETERS CHRISTOPHER  Vice President
MCNIFFE CHRIS J Director

HIRSCHMAN ORIN

Shares Held
1,823,612
1,456,568
952,218
906,020
503,760
120,796
119,165
29,300
14,731

0

*Report date represents the date on which the owner's common shares held was audited.

Report Date*

28 Oct 2009
12 Nov 2009
28 Oct 2009
28 Oct 2009
01 Aug 2006
03 Aug 2006
08 Aug 2006
28 Nov 2003
28 Jan 2004
12 Dec 2003

InsiderActivity

Fund Ownership
Morningstar

% of Shares % of Fund Change

Top Owners Rating Held Assets k) Portfolio Date
Vanguard Total Stock Mkt Idx QQQ 117 0.00 0 30 Jun 2009
Vanguard Extended Market Idx QQQ 113 0.00 0 30 Jun 2009
Perritt Emerging Opportunities QQ 0.28 0.23 0 30 Jun 2009
Quaker Small-Cap Growth Tactical Allc C 0.09 0.50 58 31 Aug 2009
Vanguard Instl Ttl Stk Mkt Idx InstIPlus QQQQ 0.07 0.00 0 30 Jun 2009
Concentrated Holders
NA NA NA NA NA
Institutional Transactions

Shares

Morningstar
Top 5 Buyers Rating

Quaker Small-Cap Growth Tactical Allc C

Top 5 Sellers
NA

% of Shares % of Fund Bought/

Held
0.09

NA

Assets Sold (k)
0.50 58

NA NA

Portfolio Date

31 Aug 2009

NA
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Industry Focus: Communication Equipment

Joseph Beaulieu
Senior Stock Analyst

There are long-
term growth
opportunities for
networking gear,
but no green
shoots yet.

Our Top Picks in Communications Equipment
26 June 2009

Both Cisco CSCO and Juniper JNPR reported
seeing some stability in the most recent quarter, but a closer
look at their actual words and their forecasts for the
upcoming quarter shows no indication of the "green shoots"
that some investors and economists have been heralding.

Cisco CEO John Chambers fueled investors' optimism during
the firm's most recent quarterly conference call when he
said,"...forthe first time in many quarters, many of our global
customers are describing their business momentum in a
different way than their prior quarters, that they are seeing
some stabilization... as opposed to what has been over the
last several quarters a continued deceleration in their
business. Then, almost without exception, they immediately
follow those comments with a comment that even though
the business appears to be stabilizing, itis at a disappointing
year-over-year growth number.”

"In 3Q... the year-over-year growth rate in each month of the
quarter... was consistent for each of the three months from
a year-over-year perspective and the first time that's
happened in quite a few quarters."

Here's the rub: Sales have not stabilized at Cisco. Sales
declines have stabilized, at a dismal 17% year-over-year
rate of decline. Moreover, the midpoint of management's
expectations for the upcoming quarter represents a similar
rate of year-over-year revenue decline for the period.

Juniper CEO Kevin Johnson was a bit more succinct: "l think
things are beginning to become more stable.” But he then
spent the remainder of the conference call reminding
analysts that Juniper had little ability to forecast sales going
into the second quarter. The midpoint of Juniper's revenue
outlook for the quarter ended June 30 suggests a 13.5%
year-over-year decline (worse than the March quarter's 7%

year-over-year decline) and flat sequentially. So if the
company hits its revenue target for the quarter, it will mean
that its customers are spending at about the same rate as
they did last quarter--but that revenues are still substantially
worse than they were in the comparable quarter from last
year.

We don't mean to pick on Cisco or Juniper, as they serve as
a good illustration of what is happening in the broader
industry. Most of the telecom and network equipment firms
that we cover posted terrible results in the March quarter,
including ADC Telecom ADCT , which posted revenue
down 30% year-over-year; Ciena CIEN , down 40%;
Infinera INFN , down 52%; Tellabs TLAB , down 22%;
and Sonus SONS , down 44%.

Despite a Miserable Short-Term Outlook, We Remain
Bullish on the Industry

The telecom and network equipment industry is clearly
suffering from a combination of large corporations holding
off on upgrading their internal networks and the giant
telecom carriers trying to do more with the capacity they
already have. But eventually, network traffic is going to
require all of these firms to add capacity. The cable
companies and the phone companies are in an arms race to
deliver next-generation media content to homes. Data
traffic on both fixed-line and wireless networks continues
to increase at a rapid clip as consumers embrace richer
media content online and with advanced handsets such as
Apple 's  AAPL iPhone. Carriers will need to continue
adding capacity to their networks in multiple places, such
as backhaul from wireless towers, while beginning to
upgrade to new technologies, such as the emerging LTE
wireless standard.

Large enterprises continue to generate more data and find
innovative ways to use the data that they've already
collected. These customers are also improving efficiency by
making more of their applications and their data available
via the Internet "cloud," meaning that more traffic will likely
move over both corporate networks and the telecom

©2009 Morningstar. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. Data as originally reported. The information contained herein is not

Page 4 of 5

represented or warranted to be accurate, correct, complete, or timely. This report is for information purposes only, and should not be considered a solicitation to buy or sell any security. Redistribution is prohibited without written permission. To
order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869.



Morningstar Equity Research

MORNINGTAR

8x8, Inc. EGHT

Last Close
1.10 usb

Industry

Communication
Equipment

Sector
Telecommunications

Industry Focus: Communication Equipment

carriers' networks.

One major advantage for firms in the industry is that most
have very strong balance sheets, have dialed back
discretionary spending, and have a stream of recurring
services revenue to fall back on even as new equipment
sales fall. So despite the lack of green shoots, we think it's
far too soon to throw in the towel on these businesses.

Our Top Pick Is Still Cisco

Cisco remains the only company in the industry that we
think has a wide economic moat, thanks to its economies
of scale and to the potential switching costs its customers
would have to incur if they wanted to work with an
alternative networking equipment vendor. The company's
balance sheet remains bulletproof, and although it is not
the fastest-growing firm in the industry, and even though
other firms boast higher margins, we think that Cisco's
customer relationships and its vast RD budget pose a
competitive threat to most of the firms in the industry. If
there's a type of hardware, software, or service that touches
IT networks, you can bet that Cisco has designs on it. For
example, Cisco has its eyes on the application switch
market, potentially putting the damper on growth at smaller
firms like F5 FFIV and Radware RDWR .

Our biggest long-term concern about Cisco is that its
strength has arguably led to some displays of hubris, like
making acquisitions that don't seem to make much sense
(WebEx and Pure Digital spring to mind) and provoking some
of its closest business partners( IBM [BM and Hewlett-
Packard HPQ ) by expanding into the server business.
Already this aggression on Cisco's part has seemingly
resulted in IBM throwing more businessat Brocade BRCD
, and there are several other niche companies competing
with small segments of Cisco's business that could benefit.
However, as long as Cisco doesn't veer too far from its core
competency, we think it's extremely unlikely that any firm
will be able to make a dent in its position as the dominant
networking equipment provider.
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