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For most rightsholders, D2C isn’t all it was cracked up to be... yet

e D2C was — and for many still is — the ‘next big thing’ in sport. Rightsholders of all shapes and sizes are making big swings

* However, they are increasingly getting into the grind after the hype, realising that despite its promise ‘on paper’, it is proving difficult for most
rightsholders to gain meaningful traction in D2C

® In our view, this is ultimately because...
— Dedicated sports fans already have a plethora of platforms fighting for their time — hence the bar for yet another platform is high...

— ... and most rightsholder D2C platforms, by virtue of the importance of their cornerstone rights deals, have too narrow a content proposition to
meet this bar for all but the most dedicated of superfans

— As aresult, they are seeing low willingness to pay, high acquisition cost, and retention challenges — ultimately driving unattractive
economics

— All of this is exacerbated by the major operational and mindset shifts required to operate a successful D2C business — capabilities which most
rightsholders lack
e Inour view, D2C is important to reach and engage fans where they are across a broad range of channels... but the typical approach &
objectives for success (eg monetising the superfans) should be re-evaluated
— There is very little (if any) financial upside for rightsholders in D2C media alone. Indeed, rightsholders already capture the vast majority of
value on the table under traditional B2B2C rights deals
e A clear and effective D2C strategy will need to be more ‘fan-led’ (rather than ‘product-led’), and requires bold choices across several dimensions:

— Clear Segmentation (by Geo / Fan Engagement Objectives): Fans are often at different stages of development and sophistication across
geos... hence market-specific strategies for D2C engagement are critical

— Novel Content & Proposition: offering a compelling value exchange based on exclusive content & IP — supported by the clubs — and bundling
value across multiple categories

— Supporting Partners: leveraging platform/aggregation deals to broaden reach and increase revenue, without giving up the data benefits (if the
deal is right!)

— Data Excellence: capturing fan data with intent and purpose, and giving fans good reason to offer it up

— Investment in New Capabilities & Org: D2C requires a major shift in capabilities, org structure and mindset — and working out how to build, buy
and/or partner your way to it



Despite its promise ‘on paper’, rightsholders have gained little financial

traction in D2C

Estimated Global Sports Market Value, 2022 ($bn) Global Estimates Exc. China & Russia

Total = >$750bn

c.125 c.160 c.495
Sports Video Gaming ¢.5-10
Ticketing
c.25 Equipment
Sponsorshi Gl
P P Merchandise
c.60
c.20
Advertising
c.20
Gambling Appare|
c.110 c.330
PTV/OTT Subscriptions
c.45
_ D2C Subscriptions <3
Sports Media Sports Entertainment Retail & Commerce
& Merchandise
Source: OC&C experience & analysis
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The challenges are many... with lessons learned for new potential efforts
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fragmented as it is...

Consumer choice

... and D2C
propositions lack

breadth of content...

... meaning
willingness to
pay is low...

... and fan acquisition

is challenging

(not to mention costly

Operations are far
more complex than

rightsholders expect

Sports fans are already
spoilt for choice — all
kinds of platforms
(clubs, leagues,
broadcasters,
streamers, news
apps...) are vying for
their attention (and
money)

As such, the bar for
additional
subscriptions is high

Need to think more
broadly which

revenue pools to
address
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Rightsholders often lack
year-round content

They will often seek to
‘pad out’ their
propositions with eg
highlights, archives,
shoulder content — but
this ‘narrow and deep’
approach is not
compelling enough for
most fans...

...and internal politics
means both (larger)
clubs and leagues will
be protective of their
IP

PayTV broadcasters
(and increasingly OTT)
have been able to
‘overpay’ for sports
rights, often
subsidising with other
content, internet, phone
etc

Rightsholders do not
have this luxury —
hence are unable to
command the same
price points; nor can
they attract anywhere
near the same volume
of subscribers

Need focus on bundled value for consumers —

with collaboration between teams and leagues

Appeal within the fan
base is often niche

There is intense
seasonality in line with
the fixture calendar

Fans are often
reluctant to migrate
between platforms (eg
from social to 0&0)

All of this adds up to
hefty investment in
customer acquisition
— a capability often alien
to rightsholders

Don’t focus on D2C

alone... B2B2C is
key

Rightsholders are rarely
equipped with the
right tech stack to
deliver D2C media
effectively —
broadcasters tend to do
this for them

This extends to content
production, graphics,
distribution... the list
goes on

Cultural change &

investment in

capabilities
required... not for
the faint hearted
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Sports fans have a plethora of platforms vying for their attention — the bar for

another subscription is high, and rightsholder D2C platforms rarely meet it

Sports Fan Engagement Universe

3 SeatPick

7 spoRTs

() MATCH OF
¥, THE DAY

N Sports|
o' TikTok

Broadcast
Media

Social @
Content

Analysis C
== olelc
Gaming &
[iBag] eSports

lllustrative

Most rightsholder D2C
platforms tend to focus on
non-live content — be it
archives, highlights, shoulder
content — as live rights deals
are often far too cash
generative to put at risk

For many fans, then, D2C
subscriptions become yet
another platform vying for
their time and money...

...and for most fans, they are
just not compelling enough
to win
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Consumer willingness to pay for D2C is low...

Current Size of Sports D2C Subscription Base

Currently only a very small proportion of fans of
major US leagues subscribe to a D2C offering...

Fans by League vs # D2C Subscribers, USA 2022

(#m) 188

156

GNBA B i

Source: Vision Sports, Omdia, Forbes, OC&C experience & analysis
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Non-Subscribers

,D2C Subscribers

.. and globally, D2C revenue is insignificant vs

traditional revenue generation methods.

Estimated Global Sports Media Market Value, 2022
($bn)

€.65-70

Advertising

PTV/OTT
Subscriptions

D2C
<8 /Subscriptions
2022
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... and the economics are incredibly tough

D2C Economics

CAC in D2C media is high...

2023 Marketing Spend per Net
New Paid Subscriber, Major D2C
Streaming Providers

($ per net new customers)

$129

Inclusive of churned
customers — will be
somewhat overstated

$90

NETFLIX fubo'

... coupled with generally poorer retention for
sports D2C vs other TV / film...

12 Month Subscriber Retention Rates (%)

prime
U

Dlaoep)

meaX

NETFLIX
Sports?

hulu

2 YouTubeTV

1. Marketing costs divided by net increase in paid subscribers vs 2022
2.Benchmark calculated as the weighted average from 10 comparable sports OTT products

Source: Ampere Analysis:, Annual Reports, Omdia, OC&C analysis
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80%
78%
78%
76%
57%
53%

... and major seasonal fluctuations in
line with the calendar

# NFL+ & NFL Game Pass Subscribers,
Q1 2020-Q4 2023 (000)

3,500

3,000

2,500

2,000

1,500

1,000

500

20 Q@4 2@ @4 2@ Q4
2020 2020 2021 2021 2022 2022
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Early D2C efforts in sports have often been incremental to the existing op

model... more structural changes are often required for success

Operating Model Types for D2C
Core Expanded Digital Separated Digital Elevated Digital Redesigned
""" ' Ambidextrous

— —] i leadership

- involves
managing the

legacy and new
- business in
parallel. This
relies on strong

top-down
Cross-functional commitment
- -
“Another “New revenue stream “Important for “Do or die”
7
distribution for the future the future — now”
111
core content’ of time before we
“Important for the get disrupted”
future but | don’t trust
H L .
Typical sports our core business More likely to succeed... but greatest
organisation mindset cultural change required
—— Direct Report ----Input into [ Working directly on D2C Incentivized/ involved in D2C

Source: OC&C analysis
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Despite these challenges, there is a vast and complex ecosystem for

rightsholders to exploit...

Sports Media, Retail and Leisure Ecosystem Overview

.
<«— Financial flows
<—-—= Non-financial value flow Media Consumption Broader Sports Engagement

Fan Activity Post about Play a Show Aftend B Participate
. N the game / sports video support or tten etona in category
Watch sports (live, catch-ups or highlights) social / mobile look the part match / game with wider
. game outcome .
engagement game with merch sports retail
\aul —‘ I IS S S S - - - p— uy ‘r - " \d
@ s450n : I © s5-100n § @O s200n WO $256n I:i $110bn |;I @ s4950n |
< : : ; : a A : :
i 1 11 | Gamefitem 1 Purch 1 1
g 2 B2C value I ) i - ) ! ) ]| purchase I‘I Purchase I li!'ckatse I‘I Deposit and I‘I Purchase |
- O Ad views ; Subscription + Ad views | I I Adviews ! ! ) | icke ! ! ]
-l <“— stream — e ; ¥ I item I + I Place bet I item |
£3 f s v I Advews I¥ vacnday 1 !
s @ 5200, 1 hy o TR h I
2 FIA Pay TV oTT Social I Games |I Retail | Venues & l Betting |, Retailer |
___________ Media Publisher Partner | Event | Operator |
i || B2C operator Company | | | Organisers || Il |
' Adagency I
o | . I\ Y Y 4 s 1 1 I I I
S [N T T L _ i L _ L __
2 | | ; 1 1 Lo
1 Py, ! 1 1 i i
o (haad | I : ! ! : . -
% i ! B2B f w Monetised | _ w o Various 0 Sports Subscription
< | commercial Licensing fees | Sponsorship obligations | content | Gaf“'”g | Re?all | commercial -
I | I 1 S rights | Royalties ! models 9 Sports TV/OTT Advertising
3 | model [ | royalties ! 1 1 possible
f::::::::::' i-_____________________;Vl_e;i;;i;h_ts_a_g_er:c_ie_s """""""""""" : gMobiIe,ConsoIe&PCGaming
. 1 1 !
i Sporr;;ﬁtrssh'p/ ! R 0 Licensed Merch
. I .
| agencies | | Rightsholder € Leagues (&) Ticketing & Matchday Spend
: 70. i Talent and G Gambli rtsbook and onli .
< g | talent agents ambling (sportsbook and online casino)
: (\aad) i _ Clubs a Retail (sports apparel, footwear equipment)
! 1
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... with very little upside for rightsholders trying to exploit media revenue —

there is significantly more to play for further afield

Rights Holders Value Capture of Estimated Global

Sports Market Value, 2022 ($bn) Global Estimates Exc. China & Russia

Increasing Share of Value Captured by Rightsholders

c.25 c.5-10 c.20 c.110 c.500

c.10-15%
c.30-40%

Rightsholders already
capture majority of
consumer / business
spend on subs, ads and
sponsorship — limited

I
|
|
|
|
| €.75-85% ¢.80-90%
|
|
I

revenue upside from I
|
|
|
I
|
|
I
|
|

c.80-85%

D2C media alone

Sponsorship Sports Ticketing &  Mobile, Console Licensed Merch Gambling Retail
Subscriptions | Matchday Spend & PC Gaming
& TV/IOTT
Advertising
202227 o e P
Forecasted
Growth:
+C.6% +c.4% +¢.3% +c.5% +c.2% +c.8% +¢c.7%

77 value Captured by Rightsholders (D2C) M Value Captured by Rightsholders (B2B2C) Other

Source: OC&C experience & analysis
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Learnings from sport and beyond help to surface the kinds of themes that

should be front-of-mind when considering a D2C strategy

Takeaways

D2C media in sport will
continue to have its place...

Engaging
Underserved
International
Communities

Maintaining
Competitive
Tension

Building a
Consumer
Data Asset

... but a clear and effective D2C strategy will require bold choices across
several dimensions

Clear
Segmentation

Size and nature of fan base will vary by geo — D2C strategies
need to be market-specific and tailored to local market needs
(eg to increase reach, drive engagement, and/or monetise
different fan segments)

Case Studies

l EIVEEOT[ME (/
weNerse wuca

Novel Content
& Proposition

Offer something distinctive that fans can’t access elsewhere —
exclusive content, gamification, merch...
Bundle value — media alone is rarely enough

Ehe New Nork Simes
Pampers. ORES

Supporting
Partners

Accept that you can’t always migrate the fans across
platforms — you might need to meet them ‘where they are’

Don’t be afraid of platform deals — often the best way to
maximise reach — though be mindful of data implications

fl
J®  ONBA

BN Jdp

Data
Excellence

Develop a concrete fan data strategy — what will it be used for?
(eg 3P activations, cross-sell, content recommendation engine)

Design data capture mechanisms in keeping with the strategy
— make it feel coherent

) = 4

UNDER ARMOUR

Pampers.

Capabilities
& Org

Identify the missing capabilities — and work out whether to buy,
build or partner

Explore ‘unconventional’ skill sets in the team
Consider top-down org structure, and where D2C needs to ‘sit’

€he New York Eimes
HBOMOX Bt

1



Segmentation: The music industry is increasingly focusing on maximising

the monetisation potential of its most devoted ‘superfans’

Music Industry ‘Superfans’ Case Studies

The music industry is realising ... with various platforms successfully providing superfans
the potential of the ‘superfan’... opportunities for higher engagement and spending

e Exclusive artist
content: e.g. music
videos, teasers, live e >100m

* Within the music industry, superfans
have previously been under-
monetised, and not offered enough

opportunities for reaching their full spend e Owned by Hybe,

EEIE Z\rlm?jv\?vress ITa?fr;fnﬁp streams downloads
¢ Various platforms are now emerging to that creat?as a global * News & articles e >10m MAUs
tap into this market, and support further ¢ Direct artist e >$50m annual

fan community

rrjonetisation opportunities through a e Currently focused on interact_ionsf: private revenue
virtuous cycle: e Irz;:f:gmg, an

e Merchandise

Access to

engagement
opportunities

¢ Designed for artists

to connect directly ¢ Early access: to

creates

results with fans MUEIE (e * Current waitlist of
dir)\:.a.rfd mn... ¢ Offers artists a ,:;lire(fgandlse IR ey 4,000+ artists
greater share of * Virtual events: e.g wanting to join the
Development earr}ipgs Vs _ meet and greet.s e platform
of deeper traditional streaming listening session’s
relationships platforms

* Access to content is through a mix of
subscription and non-subscription
methods, to maximise spend per fan

Warner music group are also currently developing a similar app to offer
more content for ‘superfans’, who they believe are currently under-
monetised in the music industry

Source: Desk Research, OC&C analysis
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Content & Proposition: The New York Times have successfully diversified

their content and created a broader proposition to improve engagement

Case Study: New York Times

— e e o o mm =
Ehe New Aork Eimes

Cooking

Website & app
launched 2014

The Athletic

Sports news,
acquired in 2022

Ehe New Hork Times
Ehe New Hork Times Games
S o B & B
App launched 2023
pp fau Including Wordle

acquisition in 2022

€| Wirecutter

Product reviews,
acquired in 2016

Source: OC&C analysis
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NYT’s strategy of extending
their offering beyond their core
news offering is resulting in...

Higher traffic to NYT website

More time spent engaging with
NYT content per user

A
® Wider range of monetisation
(")_:@ opportunities
%%Q Access to a more diverse user
oL base
M)

A

e

Cross-sell opportunities

13



Supporting Partners: The largest rightsholder ‘D2C’ platforms are those

which have leveraged third party distribution to broaden their reach

2023 Revenue of Sports Subscriptions ($m)

D2C Focused B2B2C Focused ( \
980 MLB Example Carriage Deals

T Mobile . .
_ 2 YouTubeTV f U".\'))

749

( NBA Example Carriage Deals \

3 YouTubeTV dé Sh
[ pIRECTV

RONTEEVSON vV

(2021
Revenue)

141

47 56

A B2B2C strategy using carriage deals can allow rights holders to leverage well-established
distribution networks, increasing the reach of their content and the revenue that they can generate

1. Includes revenue from both NFL+ and the NFL Game Pass (distributed by DAZN)
Source: Omdia, OC&C analysis
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Data: Most rightsholders have not yet ‘cracked the code’ around fan data —

but we see others using creative techniques to capture and leverage 1P data

1P Data Case Studies

Pampers. H

UNDER ARMOUR

et t R anni y Takeaways
oyalty programme to : _ un planning, coaching ,
Consumer drive D2C purchases via whgfk%m){crngZon . and tracking (inc. v Don ,t capture data for
Proposition exclusive offers (eg fast T leaderboards and data’s sake —identify
shopping) and discounts P comparison) what you want to do with
it, and work backwards
_________________ from there
v" Create a compelling
Basic parent & child Broad spectrum of health and activity data — VD O G EIED —EE
Data . . ! . : . them a reason to offer up
demographics and proprietary (workout tracking) + integration with OS .
Captured » their data
profiling health apps
v Integrate with 3P data
_________________ sources where possible &
relevant...
e Increases share of wallet Pzzg?narlr':;% :Egss'fg ¥ ...but invest in the tech
3 ploy + drives consumers Personalised shopping ek to build a single _
Monetisati towards D2C (higher recommendations I E: deals customer view — the right
I gross margin) placement deals in Customer Data Platform
coaching videos (CDP) is key
el 1



If you’d like to discuss these topics further, we’d love to hear from you!

Zee Ashraf

Partner
Zee.Ashraf@occstrategy.com

Martin Schwarzmann
Partner
Martin.Schwarzmann@occstrategy.com

=@ Duncan Maud
)" Associate Partner
P Duncan.Maud@occstrategy.com
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