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Parks Associates Providing Market Intelligence for More Than 25 Years

Parks Associates provides industry and consumer research focused on all
product and service segments that are digital or provide connectivity
within the home.
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www.parksassociates.com © Parks Associates info@parksassociates.com 972.490.1113 @ParksAssociates 3



« Consumer OTT habits and spending

Contributors to / inhibitors of OTT service growth
OTT vs. broadcast & pay TV
OTT market trends

Online video subscribers

OTT services by pay-TV providers

Implications / recommendations
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Parks Assoclates Research

OTT in a Pay-TV World
» Trends in OTT and the role of pay-TV in the OTT space.

TV Everywhere 2.0: The Next Steps in Multiscreen

» As availability is increasing, the market for TV Everywhere is entering a new phase. How will pay-TV
providers and vendors differentiate their offerings?

Trends in Content Licensing

» Multiscreen services and new realities in pay TV have changed the content ecosystem and the
business of content licensing.

User Interfaces: Battleground for TV Services

» The interface to the consumer is the new battleground for video services. What is driving the market
and what does the future hold?

TV Apps: Strategies and Trends

» Everyone is launching their own TV apps, but which players and offerings will succeed?

4K Today: Bringing Ultra HD to Market

» The current state of the ecosystem around 4K, including content, services, and devices.
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About Parks Associates Consumer Analytics
% Follow @ParksData

CONSUMER
AlIALYTICS

Ihe Consumer A ICS team provides

strategic bus S decisions.

We explain market trends, predict how consumers will react to
iInnovations, and recommend strategies for thriving in a changing
business environment.
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Key Findings

e Over-the-top video is the most important source of
video for consumers ages 18-24.

» Similarly, it is tied with broadcast TV among those 25-34. For older
consumers, broadcast TV is a far more important source.

» Over-the-top video users are heavy consumers of
video.

» OTT users spend more on video services than the average household.
Moreover, the overwhelming majority also have pay-TV service.

e Over-the-top video users still heavily rely on discs.

» Discs are generally used as frequently as subscription OTT services
and far more so than transactional video. Moreover, OTT video users
use a mixture of DVDs & Blu-rays discs as well as a mixture of rented
and purchased discs.
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Online video Is the most important source of video for

consumers 18-24.

Most Important Video Sources by Age (Q1/13)

"Q6205. What are the most important sources of video for you?"
(Among BB Respondents in Specified Age Group)
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OTT users spend more on non-pay-TV video than the

average broadband household.

Avg. Expenditure on non-Pay-TV Video Source & OTT Use (Q3/13)

"Q6030. Approximately how much does your household spend each month..."”
(Among Specified OTT Video Viewers)
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(n=673, £3.78%)

Source: Consumers & Technology Q3 2013
N=3,000 Broadband heads-of-households

© 2013 Parks Associates

www.parksassociates.com

© Parks Associates

Transactional Service

All BB HHs

Users (N=1,506, +2.53%)
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inffo@parksassociates.com

972.490.1113

@ Renting DVDs

® Renting Blu-ray discs

i Renting video-downloads

W Buying DVDs

i Buying Blu-ray discs

i Buying video-downloads

i Buying movie tickets for the cinema

i On subscription, Internet video
services
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Contributors to OTT Service Growth

» First movers North America
» Specific focus on online services amaz . n
" instant video
» Adoption of advanced discovery tools ﬁ U H U

* Leveraging trends in multiscreen viewing
NETELIX
 Low cost offerings

* Not tied to a specific geographic region or
footprint

CRACKLE

* Not tied to a specific delivery network

* Not tied to specific consumer electronics /
CPE hardware

Latin America

» Leveraging feature advantages of cloud-

based services O sundaytv
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Inhibitors of OTT Service Growth

 Low broadband and device adoption Western Europe
e Content licensing CANALP?LAY
* Piracy

e Consumer reluctance to pay for premium

ol LOVEFILME
 Broadband caps ’
o _ M : PNV e
e Lack of advertising standards for online aglﬂe
viewing
* Presence of dominant players (U.S.) Asia/Pacific

@uickflix

YOUKU
(7
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OTT vs. Broadcast & Pay TV

» Several factors keep traditional
mediain the lead:

» Access on the TV
Established habits

Most popular content

>

A4

>

v

» More recent content

A4

» Familiar discovery

» Passive viewing

« Consumer priorities:
» Early access to TV programming

» Convenient access to TV programming

» Incremental cost to access TV
programming
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Trends In OTT Services

e Growth of Original and Exclusive
Content

- : 2 -3 betas
« Steaming Media Players RIR bl o

ALPHAHOUEE |
P

» Delivery of 4K Content

« Partnerships and Peering @ m
adl SONY

Agreements NETELIX

' fsllngs:_;_.__-_-”{: . i@
amazon
Aereo )

* Online Rebroadcasting
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Key Findings

o Subscription online video services dominate a few
viewing scenarios.
» When they want to watch a “new” movie or something on a Friday or
Saturday night, online video subscribers are most likely to use their

subscription service. They still use live TV more often in all other
scenarios.

 Transactional users watch rented and purchased
downloads infrequently.
» On average, those renting or buying video downloads only watch

downloads 1-2 times a month. Transactional video, unlike subscription
OTT services, does not dominate any viewing scenarios.

« Most Amazon Instant Video subscribers also purchase
and rent downloads through the Amazon service.

» Roughly two-thirds of those subscribing to the Amazon Instant Video
service also rent or purchase titles through the service.

» Amazon Instant Video subscribers, moreover, also report (on average)
their expenditure on purchases and downloads is increasing. Netflix
subscribers, in contrast, report their expenditure on downloads is
decreasing.

www.parksassociates.com © Parks Associates info@parksassociates.com 972.490.1113
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For online video subscribers, online services are the most

common source of video under two scenarios.

Online Video Subscribers: Video Sources Used by Scenario (Q3/13)

"Q6025. What do you typically use to watch TV programs and movies in the following scenarios?"
(Among Online Video Service Subscribers)
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Relaxing after the work day ends
Friday or Saturday night

To watch a new movie

In the mornings while you get ready
When you are traveling or on vacation
Episodes of a favorite TV series

When you are ready to fall asleep
Together with friends/family members
While you work/do chores at home

To entertain children

Source: Consumers & Technology Q3 2013
N=3,000 Broadband heads-of-households
© 2013 Parks Associates
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Even among transactional users, transactional is a

relatively unused source of video.

Transactional OTT Users: Video Sources Used by Scenario (Q3/13)

"Q6025. What do you typically use to watch TV programs and movies in the following scenarios?"
(Among Transactional Service Users n=556, +4.16%)

0,
'% 100% | jve TV
c
3
c e=mSubscription Online
o Video Service
2 50%
D esmRented Downloads
>
<3
-g emmPurchased Downloads
S o%

ammDjscs

To entertain children

Friday or Saturday night
To watch a new movie

Relaxing after the work day ends
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Together with friends/family members
While you work/do chores at home

Source: Consumers & Technology Q3 2013
N=3,000 Broadband heads-of-households
© 2013 Parks Associates
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Amazon Prime subscribers report their expenditure on

rented and purchased downloads is increasing.

Change in Household Spending by Online Video Service (Q3/13)

"Q6035. In the past 12 months, has the amount of money your household spends on the following..."
(Among Online Video Service Subscribers)
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© 2013 Parks Associates
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Two-thirds of Amazon Prime Instant Video subscribers are

using the Amazon transactional service.

Amazon Prime Instant Video Subscribers: Use of Amazon Transactional Service
(Q3/13)

"Q6010. Which of the following services do you use to rent or purchase video downloads of movies/TV programs?"
(Among Amazon Instant Video Subscribers,n=195, +7.02%)

Do not rent/purchase
downloads
38%

Rent/purchase
downloads from Amazon
62%

Source: Consumers & Technology Q3 2013
N=3,000 Broadband heads-of-households
© 2013 Parks Associates
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OTT Services and Pay-TV Providers

» Benefits in offering OTT
services:

» Establish a position in the
growing OTT service market

» Expand effective revenue base
» Pre-emptive move to competition

» Leverage broadband caps

« Challenges in offering OTT
service:

» Adequate revenues

M

Content rights
» Broadband capacity

» Promotion

» Internal culture
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OTT Initiatives

North America
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Options for OTT Services

. *Lowestcost/ risk *Existing customers Extending beyond

:'qf» option and revenue stream footprint

c

£ «Ability to abandon «Immediate vs. later ~ «Bundling

<

@ * Lack of control e Capital *Revenues built from

= _ requirements scratch

= « Competitors can also

2 partner *OTT costs / business < Must find successful

555‘3 model must be service offering /
stabilized differentiator
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Implications

« OTT is aunique experience from
pay TV

« Shaving at the edges

e Partnering

* Heightened competition

e Advertising will be the key to
future monetization
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Recommendations

* Use transactional services to supplement subscription

OTT services.

» Purchased and rented downloads alone will not satisfy the consumer’s
appetite for video. They do, however, nicely supplement other sources
including subscription OTT service. For this reason, subscription OTT
providers should follow Amazon’s lead and integrate transactional services
into their subscription service. Doing so will provide additional revenues
and offer subscribers a broader range of content options.

 Use OTT services to supplement pay-TV services.

» For the overwhelming majority of consumers, OTT services supplement
traditional pay-TV service. Subscription OTT services in particular are
appealing as a value-play—they offer a large quantity of content for a
modest price. In this respect, they are not too different from premium
movie channels. Pay-TV providers would be wise to selectively partner
with OTT services so they can obtain a piece of the revenue stream and
also encourage their subscribers to “stay home” on their use interface.

www.parksassociates.com © Parks Associates info@parksassociates.com 972.490.1113 24



ONNECTIONS "1 (Gay 5. 150144

THE PREMIER CONNECTED HOME CONFERENCE

Parks Associates will host the 18th-annual CONNECTIONS™: The HOSTED BY:
Premier Connected Home Conference on May 13-15, 2014, at P
the San Francisco Airport Marriott Waterfront. ASSCTIATES

CONNECTIONS™ focuses on innovative technology and business
solutions for the connected consumer. The event features consumer
research and market strategies to monetize digital content, mobile
applications and services, value-added services, connected consumer
electronics, and home systems.

REGISTER

Now to Save

EARLY Pricing

Key Industries: Ends TUESDAY
§ New media and content distribution § Mobile applications and services
§ Digital entertainment and gaming § Consumer electronics
§ Home networks § Smart home, home control, security
s Internet and television services systems, and the Internet of Things
s Software and middleware § Energy management
s Digital health § Connected home tech support
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Greg Roberts
VP, Marketing,
iControl Networks

GW Shaw
VP, U-verse & Video Products
AT&T

Joe Chow
VP/GM—Connected Devices
Cisco Systems, Inc.

Kevin Meagher
VP & GM, Smart Home
Lowe’s

Charles Cheevers

CTO, Customer For More Information Contact:
Premises Equipment sales@parksassociates.com
ARRIS
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Thank You.

Brett Sappington

Director of Research

John Barrett, Ph.D.

Director Consumer Analytics
Parks Associates

15950 N. Dallas Parkway, Suite 575
Dallas, Texas 75248

Office: 972.490.1113
Fax: 972.490.1133

info@parksassociates.com
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