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Scope of Document

For this document we have narrowed the definition of “MediaTech” as
follows

Our definition of “MediaTech”

What we have... Tech Stack

I L

...included

L -

Media Types Media Origin

Application layer — vertical
focused software and tech

Video: TV, film, etc.
One-to-many

. ) . (e.g. professional content creators)
Audio: music, radio, podcasts S
Application layer — content

delivery tech

News, magazines Many-to-one

(e.g. data that digital media users Industry platforms, software and

Video gaming leave behind) data

Many-to-many
(e.g. Communities, forums, etc.)

Hosting & infrastructure (e.g.
cloud computing, machine learning)

Gambling, betting

Search:
horizontal: e.g. metasearch,
vertical: e.g. online classifieds

User generated content

(Social Media) Hardware

Books
B2B media

Live events

Vertical search (classifieds, travel, etc.)
categories should be considered as standalone
investment themes . Horizontal search is
dominated by Google

Live events, gambling/ betting usually sold via
tenders and not PE addressable

Books have different distribution mediums

User generated content and many to many are
mostly dominated by giants such as FB, Twitch
of Amazon, efc.

B2B media should also be considered as
standalone investment theme

Hosting & infrastructure as well as Hardware
players are mostly generalists and not "media”
specialists
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Market Trends

At a high level (and to the extent that it is possible to generalise) MediaTech
has a number of positive characteristics

MediaTech Trends

)
7

Explosion of
Digital Media
) Consumption

) . .
3y Disruption to
Incumbents

End Customer Trends

Digitisation of
Workflows

Technology Trends

Importance of
Data
& Targeting

Key Trends

Media consumption growing partly driven by
digitisation increasing content accessibility

New forms of distribution (OTT, streaming)
have given rise to a new base of customers
and forced traditional incumbents to adapt in
order to compete

Content production and distribution workflows
are increasingly shifting from hardware- to
software-based models, enabling huge
efficiency improvements

Legacy technology is being replaced with
cloud-based technology with low (or no) cost
of infrastructure

End customers are leveraging increasing
volumes of first- and third-party data on
consumer and customer behaviour as a
means to differentiate

AV VD VN Vg

Implications for MediaTech

Positive volume growth trajectory in
underlying markets

Growing base of potential
customers...

...with incumbents re-evaluating tech
investment

Clear ‘trigger point’ for MediaTech
investment decisions...

...with opportunity for tech to capture
a larger slice of customer budgets

Transition to high quality, recurring
revenue models, with attractive unit
economics

Clear ‘trigger point’ for MediaTech
investment decisions
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MediaTech Ecosystem

The landscape is complex — technologies are often specific to different parts
of the value chain and different media types

Technology Solutions across the Consumer Media Value Chain by Media Type

Video: TV, Film,
Informational, Recreational

| Audio: Music, Podcasting
! and Radio

Traditional | Digital i Trad. | Digital |

Not Exhaustive

News & Magazines

fo\

Content Creation

Distribution

Advertising

(incl. VEX & SFX)

Production

p
e [ Professional video creation tools

Video content intelligence ]

Music production & editing }

Professional
game creation

tools (incl. VFX
& 3D design)

) %

1
1
1
1
|
| a
User generated || .
[ vid. creation tools || [ Game engine ]
‘(‘ ““““““““““““““““““““ — = = Content management and === '\
e [ ' desktop publishing 1| Prod. Mgmt
1 1 1
I 1 i Tools
. 1 1 1
Content Mgmt. Y'dhio | Audio rights AN 4
Systems Broadcast Mgmt. rgnts ! : :
Rights Systems ! : !
1 1 1
Digital experience platforms E
_______________ § . - TR
s 4 . . A
e ! . ! Game
latforms : [ News aggregation platforms ]: [ streamin
Content Content delivery Audio : : 9
Delivery network OVP / Video streaming ' s i
streaming i News/ press release distribution | Game
\_ ' software 1| distribution
____________________________________________________________________ I___________________________I _____________j
e Campaign Marketing LclJyaIty Digital I Enterprise
Content Marketing Resource Technology Intelligence Preference
| MarTech Intelligence Platforms Management Platform Platforms Mgmt. )
[} 1 ] )
1 1 1
6 I Ad 1 App Native ad ] Anti-
SSPs DSPs i Exchanges | Monetization tools i adblocking
L Adtech 1 DMPs 1 1 )
""""""""""""""""""""""" ¥ D
0 1 1 1
1 1 1
1 1 1
Analytics [ Video analytics ] : [ Audio analytics ]: Publishing analytics :[ Game analytics ]
L 5 q b

J

Source: Forrester, Desk research, OC&C analysis
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MediaTech Ecosystem

Thousands of different propositions support this landscape

Tech Companies across the Value Chain Not Exhaustive

V08 I (T News & Magazines
Informational, Recreational 9

Traditional | Digital i Trad. | Digital : Print | Digital |
T - |
e wzrt\ ﬁd-;u € unity E]i NNE 1‘? A

Audio: Music, Podcasting
and Radio

: DAM || production A ] b ronoise € CUBASE i E
Content Creation |W3e e _ : : P,
-,a S [ & J ‘, O steinberg ! : @NUKE e
B e o T
o|(© . N ) Qunty
w D AVI» || e | K e AuDiam | NG
X Content Mgmt. e : : :
: Systems .oo A |Ge i :
C Rights QOVALA : i :
5 3|l +.00vALA EEER @) WorpPRESS A i )
LO. Dl —m—m—mrm—m——— . ——————————————— — L
g' cl 1 1 N
s 5@ aws [l o) - - I =]
@ 1 1
. . = Content g4 , ; o |! ! F__
Distribution (Y4 & Delivery A Azune @5P°t'fv . L,EM' ! = | o3 n'CGTg
| amazon music :
= ~—F : createspace : e STADIA
. ﬁ L Tencent ®iTunes Tencent/ L Tencent CISION l Lﬁ il BTVEM;J Y,
O 1 1
= = - e S s B T e S "l
5 E (5 ) 1b!dﬂlmo (PERSADOIaprime & Allocadigeryers 4l ot SAPHybris (V) @ optimizely  @nsira
S Smartlogic | adobe CROWOTWIST . |
© | Liartech o 1o Contently CEIEICEEEE  scssion() 1) Marketo MiLocalytics ppgpst J
ko @ criteol 2Aet Q Adhon | StackAdapt ¢ | Glroémr;;ag smartyads @3 )+ rain
© . L BRI ! = appnexus : . "_ )
Advertisi ng E | Adtech Grevvos . LOTAME © theTradedlesk- e b OnAudience %ok, ANTIA C . PubNative I} Q unity Abs )
o= e D
’é 0 "3{ brightcove D Cinelytic i Chartmetric nl_l' Soundcharts i * > i — &
Analytics «CPAROT  CauptFeek || amazon music £ Spotify | ¥ PARSE LY Chartbeat i o @ | Soker
L ANALYTICS - — ' ' J
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Diligence Topics — Sub-Segment Attractiveness

From a diligence perspective, deep understanding of the nuances of

individual sub-segments is key

Sub-Segment Attractiveness — Video Tech Example Sub-Segments

NB: Dot refers to
Framework on page

Attractive

Defensibility:

Large Market,

677 : Differentiated —— Business
Growing Criticality & Model
Demand Stickiness Al :
Economics
4-6% growth overall,
with higher growth Mixed; some high-
Live Video pockets around (eg) margin SW players
Production automation, software w/ licence +
(vs hardware) maintenance model
propositions
Video Post- High mqrgin, licence
. + maintenance
Production model (limited SaaS)
Video Content Differentiated Ul High tech criticality, High margin SW
Delivery: OTT capabilities, but but retendering revenue (some
/e back-end tech more triggered by subscription), some
Services commoditised replatforming cycle lower margin PS
eVideo Content o : Some differentiation Highly customised,
Mgmt: Media Sl gawiln (0 between players, but prof. service heavy.
positive, but low for ’ . . ’
Asset Mgmt media tech) less so vs other reducing margin vs
Example segments pure SW models

Not Exhaustive — Example Sub-Segments Only

Visibility of
Disruptive
Threats

Key technology
changes include use
of gaming engines,
shift to cloud; likely
winners appear
relatively clear

Visible technology
changes include
cloud shift, gaming
engines, Al

Key risk is in-
housing by largest
platforms (impact is

measurable)

Cloud threat, but
leading players
investing in these
capabilities and high
stickiness provides
defensibility

Investible

Assets

High asset
availability (but some
consolidation)

High asset
availability — given
number of point
solutions

High # privately
owned assets, incl.
larger E2E / small

point solutions

Assets exist across a
range of size bands

High Attractiveness

Attractive
fundamentals: growing
underlying markets with

increased use of
differentiated technology,
attractive & scalable
economics, defensible
__ competitive positions

Significant sub-
segment nuances
remain, eg positioning vs
disruptive trends,
differences in business
model economics

Mid-Attractiveness

MAM: Economics
can be challenging.
Key diligence
~— question re scalable
platform vs services-
led propositions
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Diligence Topics — Risks & Disruption

MediaTech companies face threats common for quickly evolving technology

niches
Risks of investing in MediaTech
Pace of tech disruption
——:I'-
“\=—> works both ways —
‘ l i disruptors can be disrupted!

9‘ Q_ Some parts of the landscape
=0 are already mature with sky-
‘ high multiples

1. Excluding social media and search advertising
Source: Company websites, Capital 1Q, Desk research, OC&C analysis

Some examples

Rapid tech change creates a quick devaluation of existing technology and a lower
willingness to pay premium

Game engines and in-house real-time rendering solutions (eg Epic Games’ Unreal
Engine and Unity3D) are disrupting and actively taking share of the front-end
video processing process

Scale advantages that data provides (particularly in a world of Al models) benefit
controllers of data who can use power to expand and block off competitors

Google and Facebook have created ‘walled gardens’ that have left many AdTech
companies competitively disadvantaged

In order to capture more value and reduce the leakage of revenue to suppliers and
intermediarie’s, broadcasters are increasingly investing in technology internally
In 2018, Channel 4 announced it would allow advertisers to make

programmatic purchases on BT’s sports programming using a tech developed
in-house in partnership with FreeWheel

Many incumbents such as TV broadcasters have become financially at risk,
creating customer risk for MediaTech companies

Further, consolidation has increased buyer power and reduced the pool of customers
— eg Liberty Global’s purchase of Virgin Media

Recent deals have experienced significant competition between equity investors,
resulting in very high multiples

53% of the adtech deals were realized with an average revenue multiple of 3.0x
and above in 2017 while the comparables were around 1.5x for public companies’
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Diligence Topics — Risks & Disruption

It is therefore especially important to “dial up” specific areas of diligence and
look for some key attributes which will make assets resilient

MediaTech Moat Framework

Incumbency Advantage

¢ High switching costs (in the context of high penetration & customer
satisfaction) may prevent new entrant from acquiring customers

Set-Up & Integration
High replacement costs if tightly integrated with other applications in workflow,
high levels of configuration / customisation carried out, etc

User Training

* New entrant may face co-ordination issue if value
of solution is driven by uptake by multiple parties

Technology Platform
Solution is less valuable if others haven't built on platform;
others won't build on platform in absence of installed base

Eg ‘supply side’ won't sign up if limited demand on marketplace, ‘demand

| User Networks & Marketplaces
side’ won't sign up if limited supply

Users reluctant to learn new tool if industry uptake is low; customers

| Talent Pool
unwilling to purchase if can’t recruit trained users

Network Effects

Cost of retraining is high if number of users is high and product Use of proprietary data can act as a barrier to replication by a new
is complex to use by nature. Users may also exert influence entrant (linked to experience curve if data built up over time)
towards familiar product Investment Level: Sunk Costs & Scale Economies
Criticality / Risk of Failure Investment required (given incumbent’s cumulative R&D)
High downside risk in event of failure creates preference to M e d Ia may discourage entry. Incumbent’s scale may also enable
remain with tried and tested incumbent solution high investment to maintain leadership (given lower unit cost)

Tech

ant

Technology Advantage

* New entrant may be disadvantaged in replicating solution, or
investment case may not stack up given R&D required

Experience Curve
Legacy of R&D creates tech and data advantage that cannot be easily
replicated by a new entrant

Proprietary Data

* Even if a new entrant is successful, a number of
factors may reduce the impact on the incumbent

Product Breadth

A wide product portfolio reduces impact of disruption in a single
product category (bundling can also increase incumbency
advantage by driving stickiness)

Customer Breadth |

Limited revenue concentration reduces key account churn impact, while multiple
customers segments will reduce impact of disruption within a single segment

Partnerships and Ecosystem Potential
Incumbent may be well-positioned to partner with disruptor rather than being
replaced if the incumbent’s solution is central to the workflow

Mitigators to Disruption
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OC&C Credentials: Media & MediaTech
OC&C has vast experience across the Media and MediaTech landscape

Media & MediaTech Clients or Targets Reviewed

MediaTech

Not Exhaustive
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OC&C Credentials: Vertical Software
OC&C’s work in MediaTech benefits from wider experience in vertical

software
Not Exhaustive

OC&C Vertical-Software Clients or Targets Reviewed
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OC&C’s MediaTech team contacts

Mostyn Goodwin
Partner, TMT

mostyn.goodwin@occstrategy.com

Toby Chapman
Partner, TMT

toby.chapman@occstrategy.com

James Bridges
Associate Partner, TMT

james.bridges@occstrategy.com
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