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Platforms and formats for viewing video have exploded
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Online video is growing fast

Online video as % of all online viewing

117 mins

62 mins

40%

2010 2014
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Time spent on video on demand is still mainly
In scripted long-form

Online
video by
genre,
US

Made for digital and music

Other

Films

80/0/ Catch-up TV
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Mobile is the fastest growing device for watching SR
video —

Growth in time spent on devices for

watching video, US, %

2012 2013 [ 2014
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While overall traditional TV viewing is falling slowly,
younger audiences are in more rapid decline

Change in time spent, 2011-14 abs %

Overall Younger audiences
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There has been a shift in advertising dollars from TV, #=
search and display —

Fastest growing advertising sector

Growth in ad revenues,

US, 2014, %
10% . 40 /O
TV Display Search Online video
banners
40% 4% 8% 2%

Share of ad spend, 2014
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Traditional video still take the lion share of revenue  #=

*
| O
e

Estimated US revenues in video, $bn

(M Tube)

AOL @

msn

YAHOQ)!

. BA2

Cable/DTH svVOD avoD Social et al.

aggregators

SOURCE McKinsey Global Media Report, IAB, Press searches McKinsey & Company 7



Biggest impact of online video has been on DVD sales —
PayTV has so far managed to perform well

Pay TV revenue DVD & Blu-Ray revenue
(09-14 CAGR) (09-14 CAGR)
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Control of access to video is shifting to social
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Search Recommendation
engine
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Control of access to video is shifting to social &)

Social is now 31% of online referrals

Other social I Facebook 3 1

10 13
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2011 2012 2013 2014
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Struggle to keep consumers in their environment
for long

Video Average minutes per Approximate average
service visit, Jan-Dec 2014 videos watched per visit

22.9 5
56.6 1

215 1
15| 1 1

Note: Comscore data is largely desktop and more limited in mobile apps
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With social platforms leading video consumption R A

UK, February 2015

YouTube
Facebook
Maker Studios

VEVO

Vimeo

BBC
Fullscreen
Yahoo
Warner Music
AnyClip

SOURCE comScore, McKinsey iConsumer survey
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8 things to watch in video (1/3)

dvertising

How quickly will older audiences
move away from traditional TV
platforms?

Will digital or traditional TV
platforms provide the most
value to advertisers?
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8 things to watch in video (2/3)

Distribution

3 Will any individual content
producer be able to

4 How dramatic will
be given
emergence of D2C video (e.g.
HBONow)?

5 What will become the

?
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8 things to watch in video (3/3)

‘% “‘" Production
@ m ‘ 6 Is growth in content production

sustainable oris it a bubble?

E ki .l‘ g Will SVOD players change

current geographic and

m temporal windowing?

8 As local production grows, will
there still be global demand for
English-language content?
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Please direct any questions to:

Pauline Arnold

Pauline_Arnold@mckinsey.com

Ve



