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TV fiction and feature film production in the EU
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In just under 15 minutes, I will try to give you a rapid overview of 3 points related to the pay on-demand market
- A rapid overview of the overall market and its position in the EU audiovisual ecosystem
- A focus on SVOD, which is the fastest growing AV segment in the EU (and I would say globally) 
- And to finish just some main results on the presence of EU films in pan-European service catalogues, a summary of this year’s study. We hope to soon be able to integrate more independent VOD service in these surveys, thanks to your help and collaboration for LUMIERE VOD database. This shows the importance of our collaboration in the data gathering on titles in your catalogues.

- This leads me to say a little warning concerning the data on market shares. We get our data mainly from providers, Ampere Analysis and IHS, for market figures. However, they only provide us with market figures, subscribers and revenues for the largest services by country. Furthermore, on the TVOD segment we do not have any market shares, only overall revenues by countries and TVOD model (retail and rental). I know that you are providing your revenues figures but the Observatory does not have access to them. Therefore, and in order to allow you to do a little benchmark of your services, I have also included the TVOD figures by country in 2017 in this presentation. 


®_ overview- Main points Overview

L Rapid market growth of paid VOD services
= Launch of new services by traditional and new media players
= Expansion of international players into the EU, alliances of EU players
= Rapid consumer adoption & changing expectations/behaviour (ATAWAD)
= ‘Over-the-Top’ distribution and use of multiple media devices become
generalised with widespread broadband
= Abundance of content / Scarcity of consumer attention

dVOD market mainly driven by SVOD services as consumer prefer
increasingly access to content over ownership

L However, VOD market still a small segment of the EU audiovisual market
and dominated by a few
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Traditional media players (public, commercial, pay TV) are launching direct-to-consumer businesses / OTT stand alone services
Expansion by international tech players (Netflix, Amazon) or media groups (HBO, Disney) into the SVOD market has forced EU players to seek alliances to launch platforms and coproductions to amortize costs
Younger generation are quickly shifting their media consumption habits, less linear more on-demand. Media devices/smart TVs/dongles have rendered watching online video on the big TV screen. OTT distribution of content is becoming generalised
Battle for consumer attention in a world of content abundance

Access to content rather than ownership of content are important, and this also in other media markets such as music or videogames for example

Retail is growing faster but overall VOD market pushed by SVOD  advantage of TVOD, earlier access to exclusive films or series, next window after theatrical release

But despite the rapid growth, the VOD is still small compared to the overall EU audiovisual market and furthermore it seems that a small number of players are dominating the VOD market


1 - EU VOD market - Rapid growth over the past 5 years - svop growth driver Overview
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SVOD revenues x10 times in just 5 years, from 360 million to over 3,6 billion
TVOD revenues more than doubled and rental has shown the more moderated growth as consumers have a large choice of content on SVOD services  more for early access to cinema films


®| - EU VOD market - still a small part of the AV ecosystem (2016) Overview

Cinema gross Physical video (incl.
On-demand box-office taxes)
pay-revenues 6% 4%

3%

Public funding
23%
= Representing in 2016 only 3% of the EUR 111,4
billion audiovisual market in the EU, on-demand pay

Pay-TV revenues services are still relatively small compared to other

31% Advertising TV markets.
28%
Advertising Radio = BUT the dynamic is on the on-demand side as year-
36,9% % to-year growth rates are tremendously superior to
the other AV markets, and this still for a foreseeable
future with the launches of new on-demand services
and increased consumer adoption.
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But despite this impressive growth, the pay VOD market still only represents around 3% of the overall AV market which was worth EUR 11,4 billion in 2016.
However, dynamics are on the on-demand segment as it was the only market segment to experience significant growth whereas other segments experienced modest growth stagnation or decline. For the years to come, VOD services will be the growth drivers of the EU AV market as more consumers adopt them in their media consumption diet. 


2. Focus on SVOD - the fastest growing audiovisual market segment
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Bl- Focus on OTT SVOD - Main points Overview

O SVOD has become an established part of the EU audiovisual ecosystem
with rapid growth in consumer revenues and subscribers

A This is launching a race towards ‘direct-to-consumer’ business models for
media players, who have to adapt to consumer expectations

O In the EU at the end of 2017: 183 different SVOD services were available
(representing 280 linguistic versions) (0Bs - MAVISE stats)

O However, the sector is dominated by 2 players, Netflix and Amazon, which
together account for 80% of SVOD subscriptions / 74% of revenues

U Increased investments in original content and in content acquisition by
international players makes competition increasingly harder for smaller
national players — Size matters / Alliances of EU players
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As we have seen before, SVOD is driving the market growth and rapidly becoming a established way of consuming content for EU citiziens 
Many traditional media players are reacting to the challenge and changing consumer expectations by launching their own direct-to-consumer business – however as we will see with challenges 

This has lead to a rise in SVOD services accessible to EU consumers. At the Observatory, we estimate that around 183 different SVOD services were available to citizens in the 28 Member states
Even if this number may seem high, 2 services represent 80% of SVOD subscribers and 74% of SVOD revenues – Netflix and Amazon, a duopoly on the SVOD market

And as these giants grow, spending billions in content acquisition and rising the costs of exclusive premium content, this makes competing with them increasingly difficult with established national and EU players. As almost with every digital business, network effects are at play and size matters. The reaction of EU traditional players has been to forge alliances for the launch of joint platforms, be it in France, Germany, the UK, Spain and Italy. We also see increased coproductions agreement between players of different countries to amortize the increased costs of production
SVOD services are competing for subscribers, this places them in competition with traditional pay TV services. However, even if in several countries the US phenomenon of cord-cutting (cancelling tradtional pay TV services for OTT SVOD services) is beginning to appear, generally speaking in the EU SVOD services are still coexisting with pay TV services, with the recent integration of several SVOD services on pay TV platforms (such as Amazon and Netflix on Telefonica, Netflix on Orange in France or Netflix and Sky). 

Let’s take a more detailed view of the EU SVOD market


Z - Focus on OTT SVOD - Revenues & Subscribers in 2017 by services

SUBSCRIBERS

- 53,9 million SVOD subscribers in 2017
- Netflix and Amazon represent 80% of EU SVOD subs

15 other SVOD
services 8,82

HBO 1,8%

IPLA 1,8%
Maxdome 2,1%
TIM Vision 2,5%
Now TV 2,7%

Netflix 45,7 %

Amazon 34,7%

CONSUMER REVENUES

- EUR 3 649 million in 2017
- Netflix and Amazon represent 74% of EU SVOD revenues

TIM Vision 2%

13 other SVOD
services 7%

HBO 2%

Movistar+ 2%
Sky Online 2%

C More 2%
Viaplay 2%
Maxdome 2%\

Netflix 51%

Amazon 23%
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In 2017, 54 million EU consumers subscribed to SVOD services of which the 2 giant reaped almost 80%. This translates in small % of subscribers for traditional EU players. However, do not forget that these services are present in all EU countries whereas the other players are mostly national or only present in a handful of countries
Of course, this translates also into a dominance of these 2 on consumer revenues, representing 74% of the 3,6 billion euros generated by SVOD in 2017. 
SO what does this mean for pay TV services in 2017? 



=2 - Focus on SVOD - Benchmark - the SVOD market by country in 2017

1092 SVOD revenues in 2017, in EUR million
Revenues

- Largest markets generate the most revenues

- Nordic countries early adopters and quick growth

- In CEE, still modest revenues and penetration -
late entry/localisation of services?
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- Room for further growth in all markets as
broadband becomes commodity + new and niche

66 services launches

- SVOD stacking - SVOD consumers start to
subscribe to more than 1 SVOD service, global
average of 2 per HH

- Distribution of SVOD services on pay TV platforms
& Amazon Channel could grow this trend
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And here finally to allow for a little benchmark, SVOD revenues in 2017 by country. With no surprise, the largest market generate the highest revenues but what is more striking is the big differences among EU markets. The Nordics notably and the Netherlands, with of course the UK and tp some extent Germany, are the markets in which consumers have the quickest adopted SVOD services in their audiovisual consumption diet. In CEE, as we can see, revenues are still low as the willingness to pay and linear services are still largely consumed. 
The penetration rate shows exactly this. Where only in DK and UK more than half of households are subscribing to at least one SVOD service, in all other countries there is still room for further growth and penetration.
As consumer eventually will subscribe to more than 1 SVOD services, the so-called SVOD stacking, penetration will improve in the future. 
Also, the distribution of SVOD services on traditional pay TV platforms or through Amazon Channels will have an impact on penetration. I think the future will be a platform-agnostic one for pay services, where every pay service will be distributed over the top and consumer will pick SVOD services which appeal the most to their interest. But for generalist services, such as Netflix and Amazon, there is not much room for many players.  


=) - Focus on SVOD - Evolution - Content spend by major players

- SVOD and direct-to-consumer business have much

lower revenues per user

- The challenge will be for traditional services to

1
continue to finance content while earning less per -
subscriber in new business models

- The need for size and presence in several markets
OR to distribute original content wider
=>» Collaborations, coproductions and alliances
Spend on content ($bn) for major broadcasters and platforms in 2017 SVOD - Western  Pay TV - Western SVOD - Central and Pay TV - Central
Europe Europe Eastern Europe and Eastern Europe
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CONTENT SPEND
- Netflix spent USD 6,2 billion and Amazon USD 4,9
billion in 2017 on original and acquired content
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- This compares to USD 4,8 billion for Sky, USD 2,2
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Content! Content attracts subscribers and retains them, the main challenge in this new environment in which all is about attracting and retaining subscribers and no longer gathering the highest numbers of eyeballs at the same time in front of the TV screen. 
In direct-to-consumer, SVOD business model, a subscribers brings in much less revenue than in the traditional pay TV business model. Only 1/3 of ARPU in Western Europe, the half in CEE. 
The challenge is who to still continue to finance expensive content while earning less by consumer? Size matters and it is already a little too late to catch-up with the 2 giants. 
Therefore we see more and more alliances, collaborations and coproductions agreements between traditional players, from the pay TV sector, public and commercial broadcasters. SVOD is not only competing with pay TV, but I would rather say with every business on the TV segment as it is in fine a competition for viewer attention and money. 
As you can say, Netflix and Amazon are already spending more on content than all EU players from every market segment and they have pledged to spend even more. With new mega deals with top producers in 100s of millions of euros and billions of marketing spend (Netflix alone spent 2 billion USD worldwide on marketing), they need to collaborate and to strike alliance becomes visible for EU players. But they also starting to distribute their original content on these services in order to amortize costs. 


B- Focus on OTT SVOD - Genres of new original TV show production

. T . - ) ) Amazon has geared its nearly 100 new shows mostly toward drama (“The Romanoffs”)
Netflix is weighting its upcoming original content toward comedy, including a Paul Rudd —

) . e . and sci-fi, including a “Lord of the Rings” prequel series.
scripted series, and sci-fi, including a “Dark Crystal” prequel.

-, . Amazon Prime Video's 97 upcoming TV shows by genre
Netflix's 257 upcoming TV shows by genre

Drama 27%
Comedy 21% Sci-Fi & Fantasy  |25%
Sci-Fi & Fantasy 20% Comedy 16%
Drama 16% Crime & Thriller 11%
Crime & Thriller 13% Children & Family 7%
Documentary 10% Documentary 4%
Children & Family 8% Reality 4%
Reality 5% Action & Adventure 3%
Other 7% Other 3%
And for some old media turned new media: HBO. Its slate consists largely of dramas, Comedy and Crime & Thrillers represent the most common genres at Apple, which has
including an adaptation of Elena Ferrante's book “My Brilliant Friend.” 23 upcoming shows on its slate, including a Kristen Wiig series and a “Time Bandits”
series.

HBO'’s 64 upcoming TV shows by genre
Apple’s 23 upcoming TV shows by genre

Drama 39%

Comedy 20% Comedy 26%

Sci-Fi & Fantasy 17% Crime & Thriller 26%

Crime & Thriller 9% Drama 22%

Documentary 6% Sci-Fi & Fantasy | 17%

Other 8% Other 9%

Source: Ampere Analysis m Source: Ampere Analysis m
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As we have seen before, SVOD is driving the market growth and rapidly becoming a established way of consuming content for EU citiziens 
Many traditional media players are reacting to the challenge and changing consumer expectations by launching their own direct-to-consumer business – however as we will see with challenges 

This has lead to a rise in SVOD services accessible to EU consumers. At the Observatory, we estimate that around 183 different SVOD services were available to citizens in the 28 Member states
Even if this number may seem high, 2 services represent 80% of SVOD subscribers and 74% of SVOD revenues – Netflix and Amazon, a duopoly on the SVOD market

And as these giants grow, spending billions in content acquisition and rising the costs of exclusive premium content, this makes competing with them increasingly difficult with established national and EU players. As almost with every digital business, network effects are at play and size matters. The reaction of EU traditional players has been to forge alliances for the launch of joint platforms, be it in France, Germany, the UK, Spain and Italy. We also see increased coproductions agreement between players of different countries to amortize the increased costs of production
SVOD services are competing for subscribers, this places them in competition with traditional pay TV services. However, even if in several countries the US phenomenon of cord-cutting (cancelling tradtional pay TV services for OTT SVOD services) is beginning to appear, generally speaking in the EU SVOD services are still coexisting with pay TV services, with the recent integration of several SVOD services on pay TV platforms (such as Amazon and Netflix on Telefonica, Netflix on Orange in France or Netflix and Sky). 

Let’s take a more detailed view of the EU SVOD market


3. Production of TV fiction and feature films in the EU
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3 — Production volume in the EU of TV fiction 2015/2016

e Over 920 titles produced each year accounting for over 11 100 hours
-> TV movies (one or two parts) account for 44% of all titles
-> Series with more than 52 episodes per year account for /7% of titles but 60% of

hours produced (telenovelas).
-> Series between 3 and 13 episodes per year account for 41% of titles and 21% of

hours produced

Number of TV fiction titles produced (av. 2015-2016) Hours of TV fiction produced (av. 2015-2016)

650 |

H12 E3tol3 W14to26 m27to52 u Morethan52 H12 E3tol3 W14to26 m27to52 u Morethan52

:55:

uropean
Audiovisual
Observatory

Source: European Audiovisual Observatory



3 - Focus on Series 3 to 13 episodes in the EU - SVOD services still marginal

e Public broadcasters are the leading originators of TV series, both in number of titles

(64%) and number of hours (62%)
e SVOD (still) marginal in 2015-2016

TV fiction titles by statute of first broadcaster TV fiction hours by statute of first broadcaster

3 to 13 episodes (av.2015-2016) 3 to 13 episodes (av.2015-2016)

B Public TV

M Private TV (Free)
M Private TV (Pay)
uSvoD

Source: European Audiovisual Observatory
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3 - Production volume in the EU of feature films 2012-2016

» 1 669 feature films produced in the EU in 2016, +5,2% y-o-y growth (1 137 fiction
films and 532 feature documentaries)

=+ Film production volume in Europe and the EU (2012-2016) - In feature films
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More information

www.obs.coe.int
Christian.Grece@obs.coe.int
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