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m s more cord-cutters supplement traditional television with
digital offerings, many in the TV industry are keen on the
growing practice of combining linear OTT subscriptions with on-
demand streaming.

According to Digital TV Europe’s “Industry Survey 2019,” roughly nine
in 10 industry professionals worldwide had positive outlooks on the
two-year growth of “skinny bundles,” or subscriptions that offer both
linear and on-demand OTT services. The number of respondents who
were either moderately or very positive on the growth of these hybrid
services nearly surmounted subscription video-on-demand (SVOD)
services like Netflix and Amazon Prime Video.
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How Do TV Industry Professionals Worldwide Expect
Select TV/Video-on-Demand (VOD) Services to Grow?
% of respondents, Jan 2019

Subscription VOD services 1.8%

Subscription "skinny bundle" combination linear and

on-demand OTT TV services 0.6%

Multiplay services (TV bundled with fixed and mobile
broadband and telephone)
21.4% 54.2% 21.1% 3.3%-

Ad-supported VOD
21.4% 47.3% 25.3% 6.0%—=

Ad-supported linear OTT TV setvices
30.4% 5.1%-=

Subscription Linear TV-only OTT TV services
26.8% 8.1%

Transactional VOD services and download-to-own
36.1% 10.5%

Traditional ad-supported free-to-air TV services

Pay TV services

53.9% 14.2%

M Very positive prospects
W Moderately positive prospects
M Moderately negative prospects
M very negative prospects

Note: over the next 2 years
Source; ng;taf TV Europe, "Industry Survey 2019," Feb 27, 2019
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The term “skinny bundle” has taken on several definitions in recent
years. Once used to describe pared-down cable TV packages, the
skinny bundle has since been brought into the digital video sphere and
can describe linear OTT services that offer customizable channel
packages or a service that combines linear and on-demand content, as
defined in the Digital TV Europe study.

The latter definition alludes to linear OTT services like Sling TV and
fuboTV, which now have subscriptions that offer additional access to
premium, on-demand content from services like HBO and Showtime.
But it also represents SVOD services like Hulu, which bolstered its
offerings with Hulu with Live TV, a linear service.

These hybrid OTT services are being positioned as an alternative to
cable, something that SVOD services can’t do alone, according to Hui
Zhang, co-founder and chief scientist at streaming data intelligence and
measurement company Conviva.
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“Subscription streaming services —like Netflix, HBO and now Disney+
—are very entertainment-centric, but consumers also want sports, local
news, etc.,” Zhang said. “A virtual multichannel video programming
distributor [vMVPD] is a natural choice for that mix of content, often in
combination with other entertainment packages.”

We estimate that there will be more than 39 million cord-cutters in the
US this year and more than 37 million cord-nevers (those who have
never subscribed to traditional cable). Time spent with linear OTT
services grew 108% year over year, much faster than the 60% in time
spent viewing other streaming services not defined as linear OTT, per

Conviva.

Growth in US Time Spent Viewing Over-the-Top (OTT)
Video, Linear OTT* vs. Publishers, Q1 2019
% change vs. Q1 2018

Linear OTT* 108%
Publishers 60%

Note: represents activity on the Conviva platform, broader industry metrics
may vary; *e.g., DirecTV Now, Hulu with Live TV, PlayStation Vue, Sling TV
Source: Conviva, "State of the Streaming TV Industry: Q1 201%," April 30,
2019

247257 www.eMarketer.com

Overall, linear OTT users are as satisfied as cable TV subscribers, but
the biggest standout is value. According to an October 2018 survey
conducted by Adobe Advertising Cloud, 77% of US linear OTT users
ages 21 to b4 were satisfied with the overall value of the service for the
price paid, compared with 51% of US cable TV subscribers.
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Are US cable TV* vs. Linear Over-the-Top (OTT)**
Viewers Satisfied with Select Factors of Their TV
Content Service?

% of respondents, May 2018

Ability to watch TV content when | want

Access to channels/shows

u‘|
gﬁ
F

Ease of use
89%
85%
Access to everything/most of the content | want
85%
88%
Overall value of service for price paid
77%
51%
Monthly price
74%

Number of ads

43%

W OTT** H Cable Tv*

Note: ages 21-54,; *those who watch linear TV via cable or satellite service;
**those who watch linear TV via nonlinear platforms, e.g., virtual
multichannel video programming distributors (vMVIPDs)

Source: Adobe Advertising Cloud and Telaria, “Inside the Minds of
Corg-Cutters & Cable-Keepers" conducted by Lieberman Research
Worldwide, Oct 16, 2018
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But linear OTT services could lose this edge in the future. Operating
costs have become more expensive, leading many to resort to price
Increases.

“Most providers have raised prices in recent months, fueling
speculation that they were operating at a loss while working to build
critical mass,” said Paul Verna, eMarketer principal analyst and author
of the recent report, "US Subscription Video Landscape 2019: Bracing

n

for an Onslaught of New Services." “The increases also diluted one of
the core selling points of these services: They were considerably more

affordable than the traditional pay TV services they were designed to

supplant.”
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For more information about OTT and the US subscription
video space, eMarketer PRO subscribers can read the
recent report,

Report by Paul Verna May 15, 2019
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