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Holland Views — Disney — Price: $111; MCap: $165bn

Blowing up the castle (to save the kingdom)

“Creative destruction is the essential fact about capitalism” — Joseph Schumpeter

Today, we remind clients of our recent in-depth work on Disney. Four months on, we wouldn’t
change a word. We also give a brief update on adjacent market developments and highlight some
of the better articles we have read on Disney’s navigation of the industry’s disruption by Netflix.
WWE - another media pioneer (and one that we know well) — showed recently just how much
many of us still underestimate the value of unique media content. WWE’s TV rights renewal just
garnered 3.6x the dollar value of the previous award in 2014. That windfall is in addition to its
ongoing OTT2 monetisation! It is a clear reminder of the immense potential within Disney. Buy
Disney.

The frequency of articles published on Netflix (the ‘N’ in FANG) is surely correlated with its
exponential Market Cap trend (Fig.1). That its market cap ($156bn or 10x its revenues) now
exceeds Disney’s, gives excuses for much comparison. Netflix is a true media disruptor and
through our work on Disney we have become quite familiar with his pioneering business model.
Disney’s nascent efforts to follow-suit by reinventing its own business model and distribute its
massive content back-catalogue (along with Fox’s) in an OTT platform are, we believe, massive
game changers. We urge clients to review our earlier analysis of Disney’s reinvention.

Fig.1: Netflix’s exponential market cap vs Disney
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! Holland Views: Disney - Mouse marries Fox - $102, March 2018

2 OTT: Over The Top distribution of media content via the internet.
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Disney vs. Netflix? Not a zero-sum game
We link two of the more useful in-depth articles on Netflix and Disney that we have read recently.
What follows is a few excerpts but we encourage clients to read them in their entirety.

The New York magazine http://www.vulture.com/2018/06/how-netflix-swallowed-tv-industry.html
The Atlantic magazine https://www.theatlantic.com/magazine/archive/2018/05/disneyflix-netflix/556895/

In case you forgot: the ‘linear’ broadcast model of old is dead! Watching a movie on a TV
channel interspersed with ad breaks seems quaint to many. Most of us are streaming our home
movies and TV series via Netflix, Amazon, Hulu, HBO.com, Sky Go etc. etc. This is one reason
why live content like Sport is so attractive to advertisers.

spends too much money:
Netflix has had a big head start in shaping this new world, and it

But Pricing Power is in evidence (perhaps easy relative to a $100 monthly bill!). Netflix is
raising prices.

evidenced by its ever-rising stock price and subscriber tally. But right now,

. “If you love Game of Thrones, you don’t
cancel HBO to join Netflix. I don’t know why that dynamic wouldn’t continue to
play out with Disney, Apple, Amazon, or anyone else.”

We highlighted a similar point made by CEO Hastings in our March piece who noted the likely
coexistence of Netflix and Disney’s competing services.

“Tm surprised as anyone else that Fox is willing fo sell, and fo have all those cable
nefworks together in one bundle gives them fremendous pricing power against MVPDs;
I can see the attraciiveness of it I imow I'll be a subscriber of it for my own personal
watching ” - Feed Hastings, Netflis CEQ on Disney buying Fos and bunching OTT

Netflix simply has to spend heavily to create its own content (as 3" parties like Disney, build
their own distribution and are bringing content previously distributed by such third-parties, back
in house). So whilst Netflix’s ever-rising content budget (it will spend c$8bn on content in 2018)
is rising at a phenomenal rate, it is in no small part because they have no choice as they can no
longer rely on third-party content creators like Disney et al and have to build it their own in house.
Whilst Netflix is building, meanwhile Comcast, AT&T and others (including Disney) are buying.
Disney/Fox we conclude possess the killer global content many global eyeballs will be searching
for, many years into the future.

will make its current offerings seem meager in comparison.

Source: http://www.vulture.com/2018/06/how-netflix-swallowed-tv-industry.html
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Disclaimer

This document does not consist of investment research as it has not been prepared in accordance with UK legal
requirements designed to promote the independence of investment research. Therefore even if it contains a research
recommendation it should be treated as a marketing communication and as such will be fair, clear and not misleading
in line with Financial Conduct Authority rules. Holland Advisors is authorised and regulated by the Financial Conduct
Authority. This presentation is intended for institutional investors and high net worth experienced investors who
understand the risks involved with the investment being promoted within this document. This communication should
not be distributed to anyone other than the intended recipients and should not be relied upon by retail clients (as defined
by Financial Conduct Authority). This communication is being supplied to you solely for your information and may
not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose. This
communication is provided for information purposes only and should not be regarded as an offer or solicitation to buy
or sell any security or other financial instrument. Any opinions cited in this communication are subject to change
without notice. This communication is not a personal recommendation to you. Holland Advisors takes all reasonable
care to ensure that the information is accurate and complete; however no warranty, representation, or undertaking is
given that it is free from inaccuracies or omissions. This communication is based on and contains current public
information, data, opinions, estimates and projections obtained from sources we believe to be reliable. Past performance
is not necessarily a guide to future performance. The content of this communication may have been disclosed to the
issuer(s) prior to dissemination in order to verify its factual accuracy. Investments in general involve some degree of
risk therefore Prospective Investors should be aware that the value of any investment may rise and fall and you may
get back less than you invested. Value and income may be adversely affected by exchange rates, interest rates and other
factors. The investment discussed in this communication may not be eligible for sale in some states or countries and
may not be suitable for all investors. If you are unsure about the suitability of this investment given your financial
objectives, resources and risk appetite, please contact your financial advisor before taking any further action. This
document is for informational purposes only and should not be regarded as an offer or solicitation to buy the securities
or other instruments mentioned in it. Holland Advisors and/or its officers, directors and employees may have or take
positions in securities or derivatives mentioned in this document (or in any related investment) and may from time to
time dispose of any such securities (or instrument). Holland Advisors manage conflicts of interest in regard to this
communication internally via their compliance procedures.



