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The Old Normal

Traditional business
with a growing digital
element

Programmers/ Dristribuwtion Consurmer
Aggregators systems devices

The E&M value chain flowed in a linear, predictable pattern
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| The New Normal

Digital is the central driver
of future operating models,

consumer relationships,
and revenue growth

The value chain is Whatis

no longer static driving

and linear, but .
this ?

fluid and multi -
directional

PwC



Global E&M market
5-yr CAGR of 5.6%
Revenuesin 2017 of

US$2.2tn, up from
US$1.6tn in 2012
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Global market indicators are in favor of greater
digital distribution... direct to the viewer

Digital cﬂntent -----

8 7% grﬂwth ' 8 pend tng N
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PwC US Research-

Spend more time obtaining or
viewing online movie and TV
content than a year ago, but
the same amount of money

Spend a lot of time with TV
" screens and have a higher
number of televisions in
homes than Internet -
connected devices

Consumers
drive the digital

Spend more time using their (14 l)’
Internet -connected devices, new norma

especiallyiPads



What do
consumers
want?

Our research:

A Survey of 1,008 respondents

A Focusgroups with consumers
21-34 and 35-49

A Listening campaign of TV
related conversations that
happenedin public forums

PwC

P
Consumer

Intelligence
Series

Video content
consumption

.
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What consumers are saying now...

@ Consumers still see traditional cable subscription as a basic
household necessity

Focus group respondents explained that
t h e r eertasn place for traditional video, O

which other providers cannot match. O
Further, consumers believed cable/satellite . "
provides more flexibility to watch shows SUbSCI’.Ib.e to traditional
“whénwant .” subscription packages

Cable/satellite delivery
is the foundation of the
TV viewing experience

. peopl e have just
because iIit’'s ..a basic t
get with your house. You get gas,

you get basic cabl e34and

Source: PwC consumer research
PwC



- What consumers are saying now...
@ More content delivered in more ways

What sites do you go to access TV content
online?

While traditional subscription service
still dominates, online content gains -
momentum, particularly with the TV networks'

online sites

younger demographic. Hulu

Amazon Prime

iTunes
HBO GO
XFINITY

Hulu Plus

63%

TV Links

respondents access some content online

Sidereel

The Pirate Bay

Consumers access more TV content from otner
Netflix (63%) than any other option provided.

Il Total Respondents
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What consumers are saying now...
® We want what we want when we want it

The mantra of customization and personalization remains

(3%

of consumers would prefer to customize
their package, picking and choosing
the channels that suit their individual

Interests For some, there is an
expectation that in
customizing their own
packages, they would

PWC save money on their service

loud and strong
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I
What consumers are saying now...

@ Battle for content?

PwC

For 35% of respondents,
the increased availability
of Internet content has

little or no effect on the
value they place on
traditional subscription
packages.
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What consumers are saying now...
©® Two (or more) screens are better than one

o I

roe——— . =

Among this group, 56%
say their use of a mobile

device while watching TV
IS sometimes related to a
specific show.
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- What consumers are saying now...

©® Discovering new

Content

Discovery
Sources

Online Services

Online /
Internet

Word of Mouth/
Friend's
Suggestion

Newspaper /
Magazines

Don't know

Total

64%
53%

22%

6%

18-24 | 25-34 | 35-49 | 50-59

76%
60%

21%

7%

content

72%

65%

41%

Source: PwC consumer research

PwC

| f you didnot

have

service, how do you think you might go
about finding new content?

In the absence of a

traditional
TV subscription,

64%

of respondents
would look to
online sources for
automated
recommendations
on content

while only

6%

of respondents
say they would

seek friends’
suggestions

a



What consumers are saying now...
@ History repeats itself There are only so many hours in

When asked which bestreflects how you the day, and consumers want to

determine what TV shows/ channels you be sure they wqtch theShOWS_,
are going to watch? series, and movies that they like

88%

of respondents saidit 'a show that
| have watched in the past

45%

simply channel surf their way into
PG new programming discovery
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What consumers are saying now...
© Originality drives interest

63%

of respondents believe that original
programming is important, skewing
more so to the 25-34 age group (72%)

ANet f | ineminfatada
for Emmys this year. Respordents 'via' e Syt %5

T h a théshocker right
there | C\) (34) 1 B somewhat important Ml Not at all important

M Very important M ot very important
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What consumers are saying now...
© No time for real time

PwC

| record most of the
TV conent | watch to
view at a later time
convenient to me

| “binge-view” favorite

series—that is | record
each episode and then
watch all at once

M Total Respondents

e

| watch most of my
TV content live

R —

| often record shows
for later viewing, but
then never get around
to watching them

Of the following options, which three
best reflect how you determine what
TV shows/channels you are going to

watch?

nLive [viewing]?
Only t he

(35-49)

16



I
What consumers are saying now...
The industry challenge is to engage with customers at an

I ndi vidual , per sonal i z eabsureckmaenkeré i n
PwC found that: Gaining customer insight requires a shift of
mindset

A 76% of respondents are willing to share personal
information when they were offered free benefits
A 80 % of respondents said they were willing to share

personal information if the company lets them know .ﬁ Pull o
upfront how they are going to use it

‘ Consumer dialogue

. . . . y . Privacy Creating an
A A Consumer Privacy Bill of Rights might actually ." P 2 en\mghmt%fgm
Il ncrease consumers’ willingness to s

believes they are

Privacy

A 87% of survey respondents want to be able to
manage what and how personal information is used

PwC 17
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Content publishers of all types are accelerating their
transition to D2C business models in a competition
Jor the Content Ecosystem’s multi-screen
experiences

Content creators are increasingly
building direct relationships with
consumers

W

S driving
digital
growth

Advertisers are
looking beyond
the traditional
agency model

Content distributors
are increasingly
looking to create
their own content

PwC 19
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It’s not a Value Chain anymore... Service
infrastructure enables an ecosystem of collaborators

Media asset flow

Fria P Madia Mlecycle Fultipattarmm Expearience
production Production production manageameant distributicm Intesgratiom Comsunmpticn
- . - . - . o
5 S
- - E - -+ - -+ " - -+ *
¢
. . . . : . .
5 ! - ;
WiarkTow Collaboration Hich Metacata Cistribution Customizaticon Measurament
EmmInGg enablement |I'I|:|E-ZII|I'I|; analytics oncimestratom perecmal Eatc and Interscton
Information flow
Planning and workflow helps Collaboration increasingly occurs across Multi -platform, integrated delivery and
define and manage the interaction communities of creatives or studios in personalization creates complexity and
across the Value Ecosystem production and post-production pushes requirements upstream
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Thank you

Blake White

PwC | Director
408-817-5838
Blake.L.White@us.pwc.com

WWW.pwcC.com/us/em
WWW.pwc.com/consumerintelligenceseries
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