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What do we want to cover?

» Changes in the consumer electronic (CE) device market

» The content delivery opportunities that CE devices are creating

* The firms who are seizing this opportunity

* The challenges and economic realities that define the intersection of CE devices and content today
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And CE devices aren’t simply ‘on the market’ — they

are rapidly starting to overtake broadcast devices
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® Non-connectable TV sets
B [P connectable devices: handsets, tablets, PMPs, game consoles, PCs, TV sets, BD players
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Why does this matter in the media space? Because
there’s an easy way to provision a connectable CE
device with content...
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And thankfully, broadband penetration is there to

support this IP delivery
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So what happens in aworld where the TV set cedes

10% of its position every 4 years?

North America and Western Europe: percentage of devices installed
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We inch toward having 4 connectable CE devices

accessible per TV household...
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Now the usual suspects are taking advantage of this

opportunity, but in different ways
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On the whole, pay-TV has not gravitated unilaterally

toward multiscreen, IP video distribution
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But trends are what matter; pay-TV operators are

Increasingly embracing connectable CE

NAM and WEU: cumulative pay-TV operator multiscreen deployments
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And the portable device ecosystem — smartphones,

tablets — has been a key driver of these deployments

Pay-TV multiscreen deployments by device
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By and large, operators are bundling multiscreen, IP-

video services within their TV subscriptions

Pay-TV multiscreen deployments by business model
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The changing CE space is also allowing hardware
vendors to provision their devices directly with

mip
mip

content — by going over-the-top

amazon video
ﬂ p— on demand
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vWhat is over-the-top:

*TV delivered via open internet to PCs, set-top boxes, games consoles,
etc., TVs

«this can include online services from pay TV operators
x  What it is not:

*Delivery via a managed network (i.e. IPTV)
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In effect, device vendors are becoming virtual

operators

Can you create an app? - you can become a content provider that is carried on-
device

Can you curate streaming apps within a blended UI? - you become a network
aggregator...which makes you a virtual pay-TV operator

Virtual operators and multiscreen OTT networks in the US

Sony Con, TV, BD Con, TV, BD TV, BD TV, BD TV, BD
Vizio TV, BD TV, BD TV TV TV All (Roxio)
Samsung TV, BD TV,BD, T BD, T TV TV TV, BD
Microsoft Con Con All
Apple STB, T, P T,P STB, T, P All
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What we are witnessing is the rise of an ‘ecosystem’

model, where vendors distribute seamlessly across
multiple screens

PCs...

Portables...
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Does ecosystem ownership matter? Online movies

sales are dominated by those who do

Global online movies transactions:
market leaders’ share 2011

 Worldwide leader
e 44.8% of transactions

« Second largest
* 10.7% of transactions

 Third largest
* 7.3% of transactions
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And the online movie business generated $1bn in

2011...

Global Online Movie Consumer Revenue ($bn)
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How about online TV? This is a $3.7bn industry, which

mostly goes back to broadcasters

Global Online TV consumer and advertiser revenues ($bn)
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And given their realities of the advertising value chain,

broadcasters are enviably positioned within this
online TV space

2009 share of ad-supported online TV revenues
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IPlayer in particular is a model to look to; it is

becoming a connected devices network with few
restraints

- BBC’s iPlayer available not just on PC,
but also via:
- Virgin Media cable TV
Nintendo Wii
PS3
Xbox360
IPhone
>20 mobile devices

® Virgin Media ®Wii = PS3 ® Computers ® Mobile devices*

iPlayer views by platform 2010
6%

2%
— 5%

*Mobile devices includes iPad & iPod Touch
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But IP video traffic isn’t free, particularly for content

owners and OTT aggregators who have to rely on 31
party distribution

Online video traffic globally — Exabytes (EB) transfered
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And in the grand scheme of things, online consumer

media spend is still small

Western Europe 2011: consumer leisure spend
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All of which makes supporting multiple devices a real

challenge, particularly for those who...

...have to develop apps across operating systems, rely on 3" party networks,
aggregate content, but don’t have a core CE business
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The online media space becomes even less of a picnic

when tensions between pipe ownership, and content
distribution, flare...
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Where does this leave us?

« Pay-TV has a strong position in IP video to CE — they own the last mile infrastructure that
anybody’s content must transit

* But can pay-TV generate revenue from IP video services that are being bundled into TV
subscriptions? Advanced ad serving holds promise...but requires the cooperation of channels,
networks, and broadcasters

* The broadcast world has been at the forefront of multi-device, catch-up TV delivery; however, with
audiences and views moving away from the TV set — as new devices enter the picture — margins
from ad-funded, online content do necessarily smooth viewership fragmentation

* Vendors have had success tying their proprietary devices into content ecosystems; but in a
supposedly net-neutral world, the backlash associated with these new sources of IP traffic have
occasionally been stark

« Purely virtual, online content aggregators are currently pricing well below many subscription pay-TV
thresholds, and have done an excellent job of supporting a huge range of devices; subscription
numbers are a testament to this

» Can aggregators secure more rights in a manner that's economically achievable?

* A brave new CE device world indeed!...

All rights reserved



About the author

About IHS Screen Digest
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