Structural vs. cyclical: the TV market after COVID-19, a UK
perspective
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* Impact of the pandemic on UK consumers’ media habits and the TV market
e Overview of market dynamics in connected TV

e Future of public service broadcasting
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Covid-19 media trends:
TV and video
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Lockdown prompted a surge in TV viewing that amplified the shift from
broadcast to on-demand

Average minutes of viewing per day in April 2020: all individuals, all devices
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Change in average minutes per day, all individuals, all devices: 2019 vs. April 2020
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Source: Ofcom estimates of total audio-video viewing. Modelled from BARB, Comscore and TouchPoints data.  Source: Ofcom estimates of total audio-video viewing. Modelled from BARB, Comscore and TouchPoints data.
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Young adults’ viewing increased by almost two hours a day in April,
with SVoD accounting for half of this growth

Average minutes of viewing per day in April 2020: 16-34s, all devices Change in average minutes per day, 2019 vs. April 2020: adults 16-34
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Source: Ofcom estimates of total audio-video viewing. Modelled from BARB, Comscore and TouchPoints data.  Source: Ofcom estimates of total audio-video viewing. Modelled from BARB, Comscore and TouchPoints data.
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Covid-19 reversed the long-term decline in broadcast TV viewing —
at least temporarily

Total TV average daily minutes by month
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Source: BARB. Total TV, all individuals (4+). December 2020 figures are not yet fully consolidated.

PROMOTING CHOICE e SECURING STANDARDS e PREVENTING HARM 6



Classification: CONFIDENTIAL
OfFcom

making communications work
for everyone

Among all programme genres, news achieved the biggest increase in
viewing during lockdown

All channels — average daily mins per person to national/international news
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Source: BARB. Total TV, all individuals (4+). Consolidated up to seven days.
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Demand for news programming helped the PSBs to achieve their highest
combined monthly viewing share in more than six years in March 2020

Average share of viewing, by channel / channel group: 2020 (%)

56.9 56.2 58.8 57.5 56.2 54.6 PSB share

B Multichannels
B Channel 5 portfolio
B Channel 4 portfolio

W [TV portfolio

Share %
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B Charnel 4

uiTv

B BBCTwo

BBC One

June
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Source: BARB. Total TV, all individuals (4+). PSB +1s are included in their portfolio groups. All PSB share includes
the main five (excluding +1s) and all BBC channels. S4C is not included because it is calculated from a different
base within BARB measurement. We therefore look at its performance within Wales only, rather than the
whole UK network. We have included the performance of S4C in the Media Nations Wales report.
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As lockdown measures eased, broadcast TV viewing fell, while viewing of
SVoD and other non-broadcaster content retained more of its lockdown uplift

Total TV and unmatched viewing (daily minutes per person) and Covid-19 related events
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Source: BARB. Total TV, all individuals (4+).
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Before lockdown, more than half of UK households already subscribed
to video-on-demand services, but take-up accelerated throughout 2020

Number of UK SVoD households
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Source: BARB Establishment Survey, (- Do you, or does anyone in your househeld, subscribe to the following... Mote: Any SVoD is any of
the following - Metflix, Amazon Prime Video, Mow TV or DisneyLife
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Disney+ made an immediate impact, quickly becoming the third most-
subscribed-to SVoD service

Household subscription status and intention of UK online adults, by SVoD service
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Source: Ofcom TRP Covid-19 Media Behaviours survey. Fieldwork conducted 4-5 July 2020. Note: Those who
selected ‘Do not subscribe and do not plan to subscribe in the next 3 months’ and ‘Don’t know’ not charted.

Base: Online adults aged 16+.
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Most Disney+ subscribers (95%) also subscribe to one or both of the two
main SVoD services, meaning that it has proved largely supplementary so far
Proportion of SVoD multiple adult subscribers amongst Netflix, Amazon Prime Video and Disney+
subscribers: by age
Subscribers aged 16+ Subscribers aged 16-34
NETFLIX Deisp NETFLIX Desep+
6% ¥ 10% 4
pAY 1% 22% 1%
18% pASY)
29% 2% 26% 2%
18% 12%
prime video prime video
v’ v’
Source: Ofcom TRP Covid-19 Media Behaviours survey. Fieldwork conducted 4-5 July 2020. Online adults aged
16+. Base: online adults 16+ who subscribe to at least one of Netflix, Amazon Prime Video or Disney+.
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Flexibility and content are the primary drivers of SVoD take-up

Reasons for using SVoD, by service, Q1 2020
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Source: GfK SVoD Tracker
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With increased SVoD take-up and growing stacking among users, more
consumers have a greater choice of content available to them

Platform

® Amazon Prime Video
Apple TV+

@ Britbox

@ Disney+

Metflix

® MNowTV

Content Hours

2018 2019

Source: Ampere Analysis, April each year, UK services
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...and the leading international players are offering increasing
amounts of UK-originated content

Proportion of hours by production countr
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Source: Ampere Analysis, content hours, UK, April 2020. UK catalogues
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PSBs’ output of first-run UK-originated content had been stable, but the
disruption caused by Covid-19 is likely to cause a break in this trend

Hours of PSB first-run UK-originated content, by channel
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B BBCOne " BBCTwo BTV M Channel 4 1 Channel 5 B BBC Portfolio

Source: Ofcom/broadcasters Note: BBC portfolio figures include BBC Three, BBC Four, CBBC, CBeebies, BBC
News, and BBC Parliament. Figures do not include S4C, BBC ALBA, BBC HD, and nations’/regions’ programming.
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Spend on first-run originations was already on a consistent decline
pre-pandemic, falling by around £1bn in real terms since 2004

PSB network spend on first-run originations, by channel (Em)
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Source: Ofcom/broadcasters. Note: figures are expressed in real terms. BBC portfolio figures include BBC Three,
BBC Four, CBBC, CBeebies, BBC News, and BBC Parliament. Figures do not include S4C, BBC ALBA, BBC HD,

nations’/regions’ programming, and third-party spend.
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Falling programme spend reflects funding pressure —
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traditional commercial

TV revenues have been contracting, driven by declines in TV advertising income

Commercial TV broadcast and online revenue: 2014-2019

1
. £14.0b
£13.7bn £13.6bn £13.9bn n Growth
£13.1bn ENETmE | EDETTE -
£0.7bn oo £1.0bn [ £1.1bn
£0.6bn T £058n | - YoY CAGR
£0.5bn £1.1bn £1.3bn 1 £1.7b 2018-2019 2015-2019
I .7bn
| Total
1 0.2% 1.6% ota
£2.3bn ,
|
1 2.7% 6.2% B Digital
1 .
transactional
£2.5bn £2.76n £2.6b £25bn |
o = : £2.4bn 7.8% 17.7% ® Online video
1 advertising
1
1 27.1% 34.9% Subscription OTT
1
1
1 -3.5% 4.4% m Commercial PSBs
£6.6bn £6.7bn £6.4bn £6.5bn [
| 6.7% -1.9% Digital
1 multichannels
: -2.7% -1.1% B Platform operators
1
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Source: Ofcom/broadcasters (broadcast data) Ampere Analysis/IAB (online data). Note: Figures are expressed in real terms and replace previous Ofcom revenue data for the TV and online video industry, owing to
restatements and improvements in methodologies. ‘Platform operators’ includes Ofcom’s estimates of Sky UK, Virgin Media, BT TV and TalkTalk subscriber revenue. Platform operators’ data for 2019 is not
comparable to previous years, owing to a change in methodology in Sky reporting following a full year operating under the ownership of Comcast. ‘Digital multichannels’ includes consumer revenue generated by
non-PSB channels and commercial PSB portfolio channels. ‘Commercial PSBs’ comprise ITV, STV, UTV, ITV Breakfast, Channel 4, Channel 5 and S4C. Online revenue includes OTT subscription (Netflix, Amazon Prime
Video, ITV Hub+, DisneyLife, Apple TV+ and NOW TV), online and mobile video advertising, and digital retail and rental transactions. Online video advertising does not include ‘outstream’ video advertising delivered

on non-video services. Totals may not equal the sum of the components due to rounding.
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Connected TV gateways
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The ecosystem is complex and players in the UK connected TV ecosystem are
multi-faceted and leverage specific advantages

Presence of key players in market segments in the U
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© Mediatique Lid 2020 | top boxes through their lock of memary/storage capocity, however the division is increasingly blurred given the ability to stream content from the cloud without hame storage.
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Connected TV revenue streams and video advertising in particular are

growing market segments

Market Segment Market size |Key players Revenue
segment category growth trend
Sky: 56%
Pay TV £6.4bn | virgin: 24% -y
BT: 11%
Aggregation Metflix: 60%
svop £13bn | pmazon: 31% ’
AVOD/BVOD Google: 689%
(inc. YouTube) £1.360 gy 205 ’
Content BT: 32%
Delivery ISP £1.1bn | Sky: 23% -p
Infrastructure Virgin: 18%
Smart Amazon: 64%
speakers £448m Google: 26% '
Games Sany: 48%
consoles £700m Microsoft: 30%  ad
Samsung: 22%
Consumer Smart TVs £33bn  |1G:21% ”
products Sony: 9%
Apple: 41%
Smartphones £7.1bn Samsung: 19% ﬂ
Apple:64%
Tablets £200m | Samsung:15% ‘
Amazon: 9%
Android: 33%
OsS &ul Smart TV 05 £1.8bn Tian: 28N -

B Mediatique Ltd 2020 |

OfFcom

making communications work
for everyone

 Smart TV continues to be a relatively fragmented
market though this is likely to change

e Ad units have long been a feature of smart TV
interfaces, but they are becoming more
prominent

* Connected TV ad revenue has been identified as
a key opportunity not just for manufacturers and
OS partners, but also TV broadcasters and online
platforms
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IP-enabled smart TVs have created new possibilities for advertising
How ad unit space is sold and delivered on smart TV interfaces
1) OS5 controls
layout of Ul
including
look/feel and 2) End user
hereabouts of Watches I.U el ici i i i
::’j e engages with Ul * Advertising provides an opportunity of recurring
® revenue for OS providers and hardware manufacturers
% EEEE A —
3 1= . .
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collected g 4 increasingly calling for a revenue share (typically 30%)
E with BVOD players
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is sold to .. used to  select 3 e Data plays an integral role in CTV advertising
advertisers which ad to show :
- 7) Targeting
becomes more
efficient as
Advertisers L= u s uw| More dotais
collected
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B Mediatique Ltd 2020 |
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PSB Review
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PSB is still highly valued by audiences and play a key role in underpinning the
UK’s creative economy

Figure 5: Personal and societal value — most valuable public service broadcasting benefits to
audiences Source: Small Screen: Big Debate Research 2020.%*
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A new framework must be adaptable to future changes such as those in the

connected TV space

Different routes to content

EPG DVR VOD portal
{Electronic programme guide) (Digital video recorder) (Video on demand)
(,) waleh -..
SN
o R
W E £ 0 SIS 8.0 |
EPGs may provide: DVRs may provide: VOO portals may provide:
Alphabetical search Alphabetical search Alphabetical search
Time-based search Time-based search Time-based search
Favourites Favourites Favourites
Genre Genre
Pay-per-view content Pay-per-view content
Algorithmic recommendations
Editorial recommendations
Programme format
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Connected TV

Connected TVs may provide:

Alphabetical search
Time-based search
Favourites
Genre
Pay-per-view content
Algorithmic recommendations
Editorial recommendations
Programme format
VOO provider/player
EPG
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Useful resources

e Small Screen: Big Debate

» Media Nations Report ¥ Small Screen: Big Debate

e Connected TV gateways review on
market dynamics

Access to TV content: competition regulation and

a review of market dynamics OfFcom
making communications work
30 Novernber 2020 for EV‘;"V“"E

On-screen TV guides, ar electronic programme guides {EPGs), enable vi

- Join the debate on the future of public service
s e Media Nations 2020 Droadcasting and media in the UK

e hefore 1 UK report

asonable

Cgram
n aded

Read a variety of research, learn more about our work in this area and read our consultation on the future of public service media.

Consultation Research Videos

Read our full consultation on . Watch highlights from our
View our research documents :
the future of public service End videe Small Screen: Big Debate
broadcasting and media > events across the UK >

entation of any changes to listing

take immediate effect.

Connected TV gateways: review of market dynamics - a report by Mediatigue +
Published 5 August 2020
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https://www.smallscreenbigdebate.co.uk/
https://www.ofcom.org.uk/research-and-data/tv-radio-and-on-demand/media-nations-reports/media-nations-2020
https://www.ofcom.org.uk/__data/assets/pdf_file/0019/201493/connected-gateways.pdf
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Thank you
eleni.marouli@ofcom.org.uk
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