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OVERVIEW OF RECENT EVENTS

Salem Partners is pleased to present our thoughts on several TMTrelated topics that are making headlines.

 THE STARTING GUN GOES OFF ON STREAMING WARS: Its been a long time coming, and the moves have
been well telegraphed for months, but the rubber is hitting the road as Disney, Apple and AT&T offerings
officially take shape and begin to roll out. At this point it’s possible to see who is offering what, how much
and what type of content will be offered and at what price points, and the real question remains: what will
work and what wont? Things look rosy for Disney as they announced yesterday that Disney+ had already
hit 10 million subscribers in the first week.
 IN THE WAKE OF CONSOLIDATION, SMALLER PLAYERS WONDER WHAT’S NEXT: Now that the major media
deals have concluded, the near-term future of the media business has come into considerably clearer focus for
investors and other participants. The landscape is now dominated by significantly larger traditional media players in
AT&T/Warner Media, Disney/Fox and Comcast/NBCU, with major tech players like Netflix, Facebook, Amazon,
Apple and Google involved to varying degrees. This race to bulk up has had a significant impact on smaller players
like Entertainment One, CBS, Viacom, Lions Gate and others, with investors keenly focused on the perils of being
“sub-scale.” We take a closer look at the overall media landscape later in this newsletter.
 DIGITAL MEDIA CHALLENGES CONTINUE WITH DEALS AND A BLOWUP: As the broader media business has
consolidated and set its focus on the streaming wars, it can sometimes feel like the “old” digital media startups have
been lost in the shuffle. These businesses have struggled to find their place in a fast-moving industry, and in many
cases high profile corporate investors of yesteryear have clearly moved on. The scramble to consolidate and get to
scale has been highlighted by recent high-profile deals such as Vice Media’s acquisition of female-centric Refinery29,
Vox Media’s acquisition of New York Media (publisher of New York magazine and several online properties) and
Group Nine Media’s acquisition of PopSugar. The complexities of investing in the space were laid bare by the highprofile implosion of sports site Deadspin at the hands of its private equity owners Great Hill Partners.
 NICHE SVOD SERVICES STAKE OUT TERRITORY AS ELEPHANTS DO BATTLE: Pay attention to industry news
lately and you would think there is no point to a streaming business that can’t at some point reach massive scale,
given the large and sustained investment required. However, there are several companies bucking the trend and
focusing on a smaller niche audience, and some have gained real traction. We review what’s happening in the niche side of
the media business later in this newsletter.
 RUMORED DEAL BETWEEN VIACOM AND MIRAMAX DEAD, FOR NOW: After months of rumors about an
imminent tie-up between Viacom and Miramax, the deal appears to be officially dead, as Viacom has notified
Miramax owners BeIN Media that they are no longer interested in a potential transaction. This isn’t the first time,
as Miramax has also been the subject of rumored deal talks with Lions Gate and Spyglass Media Group this year.
While extended talks and periods of walking away only to later pick them back up is typical with large media deals, it
appears this one is on ice for the time being.
 DEALS, DEALS AND MORE DEALS: Its been an incredibly active several months on the deal front, with major
transactions in recorded music, music publishing, sports networks, unscripted television, filmed entertainment
libraries and just about everything else. We review some of the more interesting deals in the space later in this newsletter.
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WHAT’S NEXT FOR SMALLER MEDIA PLAYERS?
With the recent completion of several massive media
deals, investors have again become intensely focused on
overall scale and a company’s ability to achieve it in the
face of an ever tougher group of competitors, and of
course the specter of the deep pocketed tech boogeymen
around every corner. The charts on the right immediately
illustrate a couple of big points:
1. The race to consolidate in traditional media has left
AT&T, Comcast and Disney, and then everyone
else. The remainder of the traditional media players
look woefully out of place in comparison, both in
terms of sheer size as well as balance sheet capacity.
2. Netflix is big, but as an independent it is still smaller
than the other consolidated traditional media
players.
3. Big tech is bigger, much much bigger, and the group
has pristine balance sheets with either zero net debt
or even net cash balances, in stark contrast to
Comcast and AT&T, which have faced investor
concerns about leverage due to recent M&A deals.
While the debt pile for each of these companies still
looks quite manageable, it has raised concerns about
whether it hinders these companies’ ability to invest
as needed.
All of this has led investors to question the long-term
survival of smaller companies in the space, a stark
departure from years past where these were viewed as stable platforms that generated lots of cash and traded
at premium multiples. All of a sudden these feel like highly risky businesses in an unpredictable industry,
and valuation metrics now reflect that, with the smaller companies seeing their valuation multiples collapse
over the last five years.
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WHAT’S NEXT FOR SMALLER MEDIA PLAYERS?
For each of these smaller companies, the question on investors’ minds is: what are you going to do to address
this? For some the answer has been to find an M&A partner, such as with CBS and Viacom, although there
are still serious concerns that the resulting merged business will be far to small to compete with titans like
Disney or AT&T/Warner Media. Viacom has pointed out that it doesn’t need a direct-to-consumer focus,
and that it is perfectly happy producing content that can ultimately be utilized by other exhibitors and
platforms. For some true independents the right move was to sell to a larger player, as with Entertainment
One’s sale to Mattel this year. For others, such as Discovery or AMC Networks, the answer is to stay focused
on their core businesses and continue to execute rather than selling out or risking bad M&A deals in an effort
to grow rapidly.
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NICHE SVOD SERVICES STAKE OUT TERRITORY
While the world has been bracing for the battle between tech and newly-consolidated major media
companies, all is not lost for those without massive global scale and endlessly deep pockets. After the close
of the AT&T/Time Warner deal, WarnerMedia actively sought to exit the niche SVOD space with the
shutdown of the DramaFever and FilmStruck platforms in 2018. As the larger players have focused on
massive scale offerings, several companies have staked out interesting corners of the business and are busy
trying to “get rich in a niche.” The current crop of offerings includes a wide variety of special interest content
from players that have been in the business for a number of years as well as newly launched properties. The
chart below illustrates just a few of these niche SVOD players.
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NICHE SVOD SERVICES STAKE OUT TERRITORY
AMC Networks in particular has made niche
SVOD a major component of its business
strategy. With a portfolio that includes
Shudder, Sundance Now, Acorn TV and
Urban Movie Channel, the company has
positioned itself to attack several different and
very specific demographics at once.
The company launched the first of these
platforms in 2015 and currently has
approximately 2 million subscribers. The
company announced in its recent earnings
report that the group will have 5-7 million by
2024, when the combined portfolio is
expected to generate over $500 million in
revenues.
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Several of these niche SVOD platforms have
been able to grow their subscriber bases
quickly and have also illustrated that the growth has been persistent over several years. While the benefits
of a focused offering are obvious, and include less churn, lower programming cost and lower marketing cost,
the challenge for each of these will be to achieve enough scale to generate meaningful financial returns for
their corporate owners and investors. In addition, these platforms have all been growing in an environment
with just a handful of domestic SVOD players, and are about to get exposed to two new and very different
elements of competition, including:

 The entry of several massive streaming offerings from HBO Max, Apple+ and Disney+, that may
not necessarily seek to compete directly, but may indirectly hurt by forcing consumers to pick how
many monthly subscription fees they want to pay.
 The rise of AVOD platforms, with explosive viewership and advertising growth, which may ultimately
be a more attractive option for content owners than licensing to niche SVOD platforms. To date,
much of the content used by these niche SVOD platforms is licensed for very little money, as the
content is very specialized and not in demand for a mass market platform.
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DEALS, DEALS AND MORE DEALS!
Admittedly, it has been a while since we put out a newsletter, but it does
seem like the pace of deals over the last several months has been extreme.
Some interesting transactions to highlight:
 Acquisition of Big Machine Label Group by Ithaca Holdings
(Scooter Braun): Big Machine, one of the largest and most
successful independent pop/country labels and the longtime home
of Taylor Swift, was acquired by Ithaca Holdings, a Carlyle Groupbacked holding company of entrepreneur and music manager Scooter Braun for a rumored $300
million. This kicked off a flurry of accusations and attacks on and by Taylor Swift, who asserted that
her entire master recording catalog was unfairly sold out from under her. In response to the
transaction, she has since declared that she will re-record songs from her first five albums starting in
2020 and continues to publicly speak out against the transaction.
 Acquisition of Endemol Shine Group by Banijay Group: This deal was a long time in coming,
with the final $2.2 billion transaction closing after a nearly 2-year sales process for Endemol. With
the acquisition of the Endemol, Banijay Group is poised to become of the largest independent
television producers and distributors in the world. The deal gives Banijay a presence outside its
historical core markets of France and Nordic territories.
 Acquisition of Library and International Sales Operations of Lakeshore Entertainment by
Vine Alternative Investments: Lakeshore, one of the oldest and most well-known independent
financiers, producers and distributors, sold its library and sales operations for a rumored $200 million.
Vine Alternative Investments, the New York-based hedge fund with a sector focus on media, plans
to utilize the library and intellectual property of Lakeshore as a feeder for its portfolio company
Village Roadshow.
 Saban Music Group Launches With $500 Million Commitment: Billionaire Haim Saban
announced earlier this year that he is launching a new music label under the leadership of CEO
Gustavo Lopez, who sold his company Talento Uno Music to Saban in May of 2019. The company
plans to retain its focus on Latin music but will also branch out into other areas.
 Tencent Investing in Universal Music Group: Major Chinese tech firm Tencent is currently in
talks to acquire 10% of UMG from French parent company Vivendi. The discussions were
announced in August as an investment of $3.6 billion for a 10% stake, with a one-year option to
purchase another 10% at a similar price. Vivendi had previously announced that it was interested in
selling up to 50% of UMG and has indicated that it will continue to sell more of the company once
this transaction is completed. Tencent is no stranger to music, with its own Tencent Music
Entertainment Group coming off of a $1 billion IPO as well as a 7.5% ownership stake in streamer
Spotify. In November it was rumored that Tencent was seeking co-investors for the transaction.
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DEALS, DEALS AND MORE DEALS!
 The Chernin Group Announces $700 Fund: The Chernin Group has been rumored to be in
fundraising mode for over a year following the sale of Otter Media to AT&T in late 2018. The new
fund will be deployed by the company across a variety of segments of the media business, including
gaming, digital media and others.
 Endeavor Acquires Stake in Whalerock Industries: Endeavor announced that it had hired Lloyd
Braun to oversee its client group, which includes WME, IMG Models and divisions, sparking rumors
that it may be seeking to spin off its representation business. In connection with the hire, Endeavor
also acquired a significant but undisclosed stake in Braun’s digital media business Whalerock
Industries, which will be run by current COO Anne-Maria O’Neil.
 Deluxe Files Chapter 11: Video services company Deluxe Entertainment Services Group
announced in October that it was filing a prepackaged bankruptcy and handing over control to its
lenders. In connection with the filing, the company announced that it was reducing its long-term
debt by half and raising an additional $115 million of new financing. The company had previously
been owned by Ron Perelman investment company MacAndrews & Forbes.
And on the other end of the spectrum, there were also some high-profile deals that
did not happen:
 MoviePass Dies: After a long and spectacularly chaotic run, parent company
Helios and Matheson Analytics announced that MoviePass was officially shut
down as the company has been unable to recapitalize the company. In the
end, while the service was innovative and embraced by customers, ultimately
it fell victim to stiff opposition by exhibitors, the sprouting of competitors
such as AMC’s Stubs, and of course it lost gobs and gobs of money for an undercapitalized parent
company.
 Endeavor Pulls IPO: An IPO for Endeavor was intended to be the final move in what has been a
string of high-profile corporate transactions for the company that took it from its earliest days as an
independent talent agency through the acquisition of William Morris, IMG and UFC and the raising
of significant amounts of debt and private equity capital along the way. The company filed paperwork
to start the process in May, but the process unraveled quickly in September as the company
announced its pricing range, then cut the pricing range and decreased the number of shares before
pulling the offering entirely. The rationale from company CEO Ari Emanuel was that “we’re not
willing to undervalue our company,” but the reasons for the failed IPO were many, including a
suddenly weak IPO market that saw scorn heaped on WeWork’s efforts to go public and Peloton’s
IPO significantly underperforming on its first day, as well as concerns about Endeavor’s financial
profile and debt load.
 Miramax Sale to Viacom Dead: As mentioned on the first page, after months of rumors about an
imminent tie-up between Viacom and Miramax (and after previous dances with Lions Gate and
Spyglass), the deal appears to be officially dead, as Viacom has notified Miramax owners BeIN Media
that they are no longer interested in a potential transaction.
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SALEM PARTNERS’ TECHNOLOGY, MEDIA AND TELECOM (TMT) PRACTICE
Founded in 1997, Salem Partners is a boutique investment bank and wealth management firm based in Los Angeles,
California. It is firmly dedicated to servicing clients in the technology media and telecom (TMT) industry. We provide our
clients with a full suite of investment banking and valuation services, including buy and sell-side mergers and acquisitions,
capital raising advisory and financial and valuation opinions.
Salem Partners’ industry experience and domain expertise provides us with a deep understanding of the values, risks and
financing possibilities connected with the industry. We are constantly in contact with key industry participants, including
operating companies and strategic and financial investors, and have detailed current knowledge of how buyers and sellers
view assets and businesses within the industry. We have a comprehensive knowledge base on the key trends in the TMT
industry and how those impact participants around the world.
Since the firm’s inception, Salem Partners has completed hundreds of financial and strategic advisory assignments in the
TMT space, including advising on more than 40 mergers and acquisitions and financing transactions. Salem Partners also
provides valuation and strategic consulting services to clients, including companies, banks, financial and strategic investors
and others. Our valuation work is used for a wide variety of purposes, including transaction due diligence, credit facilities,
tax, estate planning and support for portfolio valuations.
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This newsletter has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. The Recipient should not
construe the contents of this announcement as legal, tax, accounting or investment advice or a recommendation. The Recipient is urged to conduct an independent evaluation of the Company and should
consult its own counsel, tax and financial advisors as to legal and related matters concerning any transaction described herein.

11111 Santa Monica Blvd., Suite 2250
Los Angeles, CA 90025
Main Line: (310) 806-4200
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