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Global Goes Indian!

A heartfelt welcome to the 2019 edition of the FICCI-EY Media
& Entertainment (M&E) report.

This year's report provides an opportunity to the industry to
better understand last year’'s performance and take stock of
the emerging market dynamics. In a nutshell, last year has
proven to be a decent one for our sector as traditional sectors
like broadcast TV and films seem to have maintained a healthy
pace and performed as per expectations on the back of growing
subscription base and ticket prices respectively. Whereas, new
age digital media has created an upward trajectory of its own
and an explosion in growth seems to be on the cards. Thus,
Indian M&E continues to match up to predictions and become
ever more vibrant.

The M&E sector is poised to kickstart a new era of growth.
Technological disruptions are creating new opportunities for the
sector. India is headed towards a billion screens of opportunity
and one can hope that the sector’s incumbents shall innovate,
transform and increase their relevance to mass and individual
consumers. In doing so the Indian M&E sector shall become
the harbinger of technical and product innovation and create
content that would not only capture our imaginations but firmly
establish India’s position as a global content hub.

I'm confident that Indian M&E is headed towards becoming a
world-class media-tech sector on the back of access to global
audiences through online platforms, its large talent pool,
storytelling capabilities, post-production and VFX expertise and
policy and regulatory certainty. It is time to create global media
giants from India and this year's FICCI Frames as it completes
its 20t year of existence carries an appropriate tag line, “Global
Goes Indian"!!

With this thought in mind, | thank all those who have helped in
bringing this report to the fore and sincerely hope that readers
shall find it useful.




Shah Rukh Khan

India is one of the largest and perhaps the most diversified
content producers in the world. At heart it aims to entertain,
while at the same time the industry has embraced diversity
and has continued to innovate. Be it our movies or any form
of content across platforms, news, sports, Indian content has
already left an indelible mark on the world.

Technological changes we are currently witnessing across
content generation, emergence of different platforms,
marketing and distribution have played a big role in Indian
content expanding its reach. While our films and television
channels were always accessible across 130 countries, the
advent of globally distributed OTT platforms will be a game
changer for India. With abundant access to dubbing and
sub-titling capabilities, Indian stories can be exported and
consumed by global audiences. This trend is expected to
immensely benefit content creation in India.

India can become a high quality and cost-efficient content
creation hub for the world. Our large talent pool, both in front of
and behind the cameras, our pre and post production facilities,
expertise in animation, VFX, back-office operational excellence
and high levels of connectivity are bound to help drive the
Indian M&E sector grow globally. India is already seen as a

hub for animation and VFX and the world has recognised its
potential.

All of this suggests that it is only a matter of time before India
establishes itself as a powerhouse and continues to entertain
the world, with the realisation that we have just begun our
journey!

Picture abhi baaki hai mere dost...







Ashish Pherwani
M&E Sector Leader
Ernst & Young LLP

Is India’s M&E sector ready for a
billion screens?

Welcome to the 2019 edition of the FICCI-EY report on the Indian
media and entertainment (M&E) sector.

The M&E product will always remain relevant for a young country
like India, thirsting for escapism and knowledge. The growth of
digital infrastructure is enabling Indians to fulfil their need for
personal content consumption, and the M&E sector has responded
by producing more content than ever before - across languages
and genre. We estimate that India produced and licensed around
750,000 hours of content in 2018, a majority of which was made
in India. We expect the amount of content being produced to keep
increasing.

This phenomenon is causing large shifts in consumer behaviour.
For a country where the lowest common denominator was catered
to on mass platforms, creators are now producing content for
well-defined audience segments. This year we have seen films
with strong storylines triumphing over those with high-power
talent. New content genres are being tried across digital. Creative
experimentation is at an all-time high!

In addition, global OTT platforms - and Indian platforms available
globally - have made it possible for people across the world to
experience Indian content, something which was out of the reach of
most Indian content creators just a few years ago. The opportunity
this provides is enormous, both to create content for the world

and support global content creators with our talent, production,
animation and VFX capabilities.

The sector has to serve a billion screens in India and globally.
Through this report, we have tried to showcase the changes
brought about by digital, data and direct-to-customer on the various
segments of the Indian M&E sector. We are certain you would find
this report to be insightful.
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M&E sector overview I

2018:
Key trends
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The sector grew 13% to reach INR1.67 trillion

The Indian M&E sector reached INR1.67 trillion (US$23.9 billion), a growth of 13.4% over 2017. With its current trajectory,

we expect it to grow to INR2.35 trillion by 2021 (US$33.6 billion).

2017
Television 660
Print 303
Filmed entertainment 156
Digital media 119
Animation and VFX 67
Live events 65
Online gaming 30
Out Of Home media 34
Radio 29
Music 13
Total 1,476

2018

740
306
175
169

79
75
49
37
31
14
1,674

All figures are gross of taxes (INR in billion) for calendar years | EY analysis

While television will retain pole position as the largest

segment, digital will overtake filmed entertainment in 2019

and print by 2021.

Growth was led by online gaming

and digital media
Segmental growth 2018 vs. 2017

Online gaming

Digital media
Animation and VFX
Live events

M&E sector overall
Filmed entertainment
Television

Music

Out Of Home media
Radio

Print

Growth (in percentage) over 2017

59.4%

2019E

815
317
194
223
93
86
68
41
34
16
1,887

2021E

955
338
236
354
128
112
120
49
39
19
2,349

CAGR 2018-21

8.8%
3.4%
10.6%
28.0%
17.4%
14.0%
35.4%
9.2%
8.0%
10.8%
12.0%



Online gaming grew across real money gaming
(including fantasy and e-Sports) as well as casual
gaming, on the back of a 52% growth in online gamers
who reached 278 million in 2018

Advertising budgets continued their inexorable

shift towards digital media where, despite fears of
advertising fraud, the segment grew 34% to command
21% of total advertising spends

Digital subscription grew by over 250% with Indians
opening their purse strings to pay for online content

Animation and VFX continued to grow on the back
of India’s cost-effective talent pool and growing
participation in an international film and digital
content market that is producing more content than
ever before

Live events continued to grow in scale and size on
the back of weddings, sports, government spends and
large format concerts and theatricals

The film segment crossed INR10O billion in domestic
theatrical revenues, and was further supported by the
growth in Indian film exports, particularly to China,
and increasing values for digital rights

Television, the largest segment, grew at the industry
average on the back of a strong performance by
regional brands, multiple sporting events and impact
properties

Music made a strong recovery led by digital revenues
from a host of ever-growing audio streaming
platforms whose user base grew by 50%

OOH benefited from operationalization of metros and
airports, and from categories like retail, consumer
services and real estate, which continued to spend
heavily on the medium

Radio grew from the additional inventory sold on
stations operationalized during the last 18 months
(though advertising volume drops were seen in some
large markets) and from non-advertising revenues,
led by events, activation, content production and
syndication

Print grew 0.7%; advertising revenues grew 0.4% in
2018 while subscription grew 1.2% on the back of
circulation drives and some cover price increases

https://money.cnn.com/2018/05/24/investing/netflix-disney-comcast-
market-value/index.html

https://www.adweek.com/tv-video/disney-announces-the-name-of-its-
much-anticipated-ott-service/

Value was driven by direct-to-
customer (D2C) capabilities

For a while in May 2018, Netflix was valued more than Walt
Disney!. This is a clear indication that valuation is being
driven by D2C capabilities - mainly access to deep customer
data and the ability to interact with customers accordingly

- an area where Netflix excels. Disney has focused on D2C
with the launch of its proposed OTT platform Disney+?2, as
well as the proposed acquisition of Fox's assets like Hotstar
and Hulu.

In India, too, media buyers have started shifting budgets

to segments with more D2C capabilities and the segmental
growth rate chart is representative of this. Some advertisers
have started investing in their own D2C capabilities, to build
communities and subscription product sales. Thereis a
huge opportunity for media companies to assist brands in
their D2C initiatives. Traditional media companies spent
2018 building their customer data through second-screen
interactive propositions, polls, house-to-house surveys,
integration of third-party data, etc. We expect this (small)
data to lay the foundation for more (big) data initiatives in
the coming two to three years.

Advertising outpaced subscription
growth

Advertising and subscription revenues

2,000
1,500 948
79
719
1,000 646
>00 843 1
2017 2018 2019E 2021E

m Advertising Subscription

INR billion (gross of taxes)

Note: The above numbers exclude events and activation, online gaming and
animation and VFX revenues
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Advertising grew 12.7% in 2018, while subscription grew
11.2%. Advertising revenues comprised 51.2% of the total
in 2018 and are expected to grow to 52.4% of the total by
2021.

Advertising got over the effects of demonetization and
caution necessitated due to the implementation of GST,
which had impacted it for more than half of 2017. Growth
was led by digital advertising (which grew 34% over 2017)
and television advertising (which grew 14% over 2017) on
the back of sporting events, more impact properties, several
state elections, and growth in regional advertising.

Subscription growth was driven mainly by international film
exhibition revenues, digitization of DAS-IIl and IV television
markets and digital streaming on OTT video platforms.

Clear shift towards performance
advertising was seen

Advertising is seeing a clear shift towards performance as
compared to brand, with rates reflective of the closeness

to the point of customer action. While audiences come

to platforms for content, they go to search engines when
interested in a product or service and visit e-commerce
platforms when interested in purchasing. Such platforms are
now generating more advertising interest from brands and
we can expect to see Amazon, Flipkart and others attracting
increased advertising revenues going forward.

SMEs invested in advertising

Small and medium enterprises (SMEs) have typically
advertised in the yellow pages, or used local print, OOH

and radio in limited numbers. They have now diverted a
significant spend on digital platforms. While we are unable
to size this segment accurately due to lack of verifiable data
(and have therefore excluded it from advertising sizing), our
analysis of industry discussions indicates that this segment
could be spending upwards of INR72 billion on digital
advertising and search, primarily on Google and Facebook.
This segment of advertisers can be as large as 300,000 or
more and is growing. Such advertisers spend an average of
around INR20,000 per month on advertising.

3. https://www.forbes.com/sites/danafeldman/2018/07/09/netflixs-
content-budget-is-updated-to-13b-in-2018/#33114c812b8c

Digital subscription grew 262%

Indians started to pay for online content - well, more than
they used to. We estimate that the number of Indians

who paid for any content in 2018 (not including those

who consumed content through bundled telco offerings)
increased from 7.5 million in 2017 to 12-15 million in
2018. The digital subscription market accordingly grew
262% to reach INR14.2 billion, of which the majority was
video subscription. Telco bundling remained key, with an
estimated 60% of consumption coming from such offerings.

Content was, and made, kings

With the growth in demand for content, driven by global OTT
platforms' localization strategy and domestic OTT platforms’
drive to grow their digital audiences, as well as the increasing
number of regional television channels, the demand for
original digital content increased by around 1,200 hours in
2018. This has led to an increase in content rates, and till
such time as consolidation takes place in the OTT segment,
we can expect content companies to continue to benefit
from this trend.

Global entertainment, made-in-India

Indian content was made available on global platforms in
2018. Led by the success of Netflix's Sacred Games, where
two of every three viewers were outside India, Indian content
earned access to a non-diaspora audience in 2018. Global
digital platforms are buying more Indian content, and this

is an opportunity for Indian content creators to showcase
India’s content prowess and make India a content creation
hub for the global market. The opportunity for this can be
significant, given that Netflix alone, with a budget of US$12
- USS$13 billion?, has a content budget comparable with India
as a country.



The customer lifetime value
equation refused to balance on
digital platforms

For most OTT platforms - video, news or audio - the cost of
content and customer acquisition continued to be higher
than the revenues earned per customer. While subscription
growth has begun, advertising rates are already at levels
much higher than those charged by traditional media.
Programmatic advertising - expected to grow from 20% in
2018 to 50% by 2021 - could further impact advertising
revenue yield. Consequently, the formula for success

will depend on massive growth in reach and more paying
subscribers. Till such time as the customer lifetime value
equation balances, we can expect to see a high amount of
content syndication by platforms to recover content costs.

Width of sports consumption
increased

2018 saw wrestling garner 20% of time spent on sports on
television, while cricket achieved 19%. The share of time
spent on volleyball, athletics, boxing, hockey, martial arts,
badminton and soccer all increased.

M&E sector continued to outperform

the Indian economy

M&E growth vs. nominal GDP growth

13.1% 13.4%
11.8% 12.7%
10.9% 10.2%

2013 2014 2015 2016 2017 2018
= M&E sector growth rate

Advertising growth rate

Nominal GDP growth rate

4.  Growth (Basic data): First Revised Estimates, NAS dated 31 Jan 2019
and Advance Estimates, NAS dated 07 January 2019, CSO, MoSPI

5. IMF World Economic Outlook, October 2018

Oceee 13 !

While the Indian economy grew its nominal GDP by 10.2%*%,
the Indian M&E sector grew 13.4%. Advertising, which had
dropped below the nominal growth rate in 2017 due to
demonetization and implementation of GST, recovered and
grew 12.7%. The M&E sector is seeing the fruits of continued
economic growth and India’s rising per-capita nominal GDP,
which is estimated to have grown by 10.6% in 2018, a five-
year high growth rate.

Sector consolidation continued

Deal value doubled to US$2.8 billion in 2018. Indian media
companies saw 41 large deals in 2018, led by PVR Cinemas
acquiring SPI Cinemas, Reliance acquiring Hathway and Den
Networks, etc. Deals were driven by scale, market share and
access to technology. Investments in technology start-ups
and content creators continued.

India became a multi-strategy
market

Many investors realized the heterogeneity of India and have
created multiple strategies to target India and Bharat and the
different strata within them. There is not going to be a single
market strategy, and companies adapted to the fact that
global strategies do not always work in India.
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Customer segmentation is driving a multi - strategy approach

Customer

segment

Digital only

Tactical digital

Bundled digital

Mass consumers

Free consumers

Source: EY analysis

Customer segments:

2017

1-1.5Mn

6 Mn

155 Mn

464 Mn

155 Mn

Digital only - consume content only on digital plat-
forms, do not access television

Tactical digital - Consume Pay TV and at least one

paid OTT service

Bundled digital - Consume Pay TV and generally only

telco-bundled content

Mass consumers - Consume Pay TV and occasionally
may consume some OTT content

Free consumers - Do not pay for content

The key growth will come in digital only, tactical digital and
bundled digital customer segments. Telco bundling will drive
consumption for a majority of Indian OTT audiences.

The M&E sector continues to show great potential and we
can expect to see stable, sustained growth over the next
three years. India's thirst for knowledge and escapism
will ensure the M&E product remains a necessity. Digital
consumption will grow, and monetization avenues will
see great innovation to cater to the new Indian customer

segments.

2018

2-2.5Mn

12 Mn

218 Mn

427 Mn

180 Mn

2021

5Mn

25Mn

376 Mn

387 Mn

180 Mn



>>>i;//————————————

ooolao—\—\é/
coceee

50>

2335>




® ® OO Media and entertainment

" i1
“ [
\ 3 -
N [~
RS T =y } 5 i
| 19 T
I 4 h® ¥ R |
Rl U
i : e e P
ave

Image courtesy ImagesBazaar



.
v
/

" Ccoeee 17

\

Indian economy
and its impact on

India remained the growth
leader in 2018

India has been the growth leader amongst major economies including
Emerging Markets and Developing Economies (EMDES) over the last
five years (Chart 1). It surpassed China in terms of real GDP growth
in 2014 and has remained higher since. The recently released first
revised estimates for FY 18 combined with the advanced estimates
for FY19, imply a fall in the real GDP growth in 2018-19. However,
these numbers are likely to be revised upwards. India is thus expected
to remain the global growth leader for 2018.

Chart 1: GDP growth: Cross-country comparison

9.0
8.0 8.2
8.0 7.4
7.2
7.0
.\'/.\-\-__.\2_9
6.0 | 55 6.4 6.0
>0 4.9
4.0
.\./'—'\-—-—I 3.6
3.0
1.7
1.0
O-O T T T T T T 1
2012 2013 2014 2015 2016 2017 2018
United States —=—EU EMDEs
India —#—Chinga === World

Source: IMF World Economic Outlook October 2018; CSO, MoSPI
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Per capita nominal GDP grew 10.6%
in 2018t

India’s per capita nominal GDP is estimated to have grown
by 10.6% in 2018, a five-year high, to INR140,000, as
compared to a growth of 8.5% in 2017. It was also higher
than the 8.5% growth in per capita GDP of China in 2018.
Higher per capita income drove consumption growth, which
in turn gave a boost to advertising and subscription.

India is expected to become the fifth
largest economy in 2019

According to International Monetary Fund World Economic
Outlook (October-2018), GDP (nominal) of India in 2018 at
current prices is USS$2,690 billion. India contributes 3.17%
of total world's GDP on exchange rate basis. It comprises
17.5% of the total world population and 2.4% of the world's
surface area. India is now the seventh largest economy of
the world. It is behind sixth ranked France and fifth ranked
United Kingdom, by US$105 billion and US$119 billion
respectively and is expected to overtake them in 2019, when
India's economy is expected to reach US$2,958 billion. India
will be ranked third in 2019 on the basis of purchasing power
parity (PPP).

Table 1: Expected GDP in 2019

GDP 2019 (billions of USS)

Country

Nominal Rank PPP E

United States 21,482 1 21,482 2
China 14,172 2 27,449 1
Japan 5,221 3 5,807 4
Germany 4,117 4 4,555 5
India 2,958 5 11,413 3
France 2,845 6 3,081 10
United 2,810 7 3,145 9
Kingdom

Source: IMF

1. IMF World Economic Outlook, October 2018

Advertising continued to outpace
GDP growth

Chart 2 depicts the trend in growth of advertising revenues
and nominal GDP. From 2012 till 2015, even as nominal
GDP growth was falling, growth in advertising revenues was
rising. However, growth in advertising revenues has fallen
since then but has picked up again in 2018. Advertising was
maintained around 0.4% of GDP in 2018.

Chart 2: Growth in advertising revenues and nominal GDP

15.0

14.2 14.7

14.0

13.00 12.7

12.0} 115 443

11.0F 10.9 10.2

10.0 |

9.0 9 9.2

8.0

2012 2013 2014 2015 2016 2017 2018

=== Nominal GDP (% growth, y-o-y)
Advertising revenues (% growth, y-o-y)

Source: Advertising Revenue: FICCI M&E reports

Growth (Basic data): First Revised Estimates, NAS dated 31 Jan 2019 and
Advance Estimates, NAS dated 07 January 2019, CSO, MoSPI

Note: While advertising revenues are estimated for a calendar year, GDP
estimates are for a fiscal year. For example, a 2012 fiscal year represents the
fiscal year from April 2012-March 2013.



Forward estimates of growth are
positive

Interim Budget 2020: Providing a
consumption-based push

The Interim Budget 2020 of the Government of India has
given a consumption-based push to the economy. First,

in the form of direct transfers to farmers, a budgetary
commitment for INR200 billion in FY19 and INR750 billion in
FY20 has been provided. Secondly, the standard deduction
for salaried employees has been raised from INR40,000

to INR50,000, which would increase their disposable
income. Third, a tax relief has been given to the low and
middle income groups with a taxable income of less than
INR500,000 which may be claimed as a rebate.

These programs are likely to add to the private disposable
incomes of low to middle income segments in 2019 and

Chart 3: Trends in global crude prices and CPI-based inflation

2020. They have the potential of raising consumption
demand in the economy and correspondingly advertising
spends, since the relatively lower income groups tend to
have a higher marginal propensity to consume.

Further, this fiscal stimulus is likely to have a stronger
positive effect on growth rather than inflation since food
inflation in December 2018 was contracting at (-) 2.5% y-o-y
and the overall CPI inflation was quite low at 2.2%.

Crude prices are expected to remain low in
2019

The fall in crude prices from their peak level of US$76.7/
barrel in October 2018 to US$56.6/barrel in January

2019 significantly contributed to the fall in Consumer Price
Index (CPI') based inflation to an 18-month low of 2.2% in
December 2018 (Chart 3). Further, as per the IMF?, crude
prices are expected to remain low in 2019 and 2020, closer
to the current levels. If this were to materialize, it would likely
exert a benign effect on inflation and also provide additional
disposable income in the hands of consumers through lower
domestic fuel prices. The print segment would also benefit
through lower newsprint prices and logistics costs.
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Source: Pinksheet. World Bank; MoSPI
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Note: Crude price represents the simple average of three spot prices; Dated Brent, West Texas Intermediate, and the Dubai Fateh

2. IMF World Economic Outlook Update, January 2019
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Exchange rate fluctuations are expected to
be muted

Starting January 2018, India’s exchange rate had
depreciated to an all-time low averaging INR73.7/USS in
October 2018 partly due to foreign portfolio outflows and
the impact of higher crude prices on India’s import bill
(Chart 4). Since then, however, the Rupee has recovered and
stood at INR 70.7/USS in January 2019. It is expected to
remain close to this level for the remaining part of the year
as well3.

Chart 4: Exchange rate movement

63.01 63.6
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70.7
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Exchange Rate (INR/USS)

Source: RBI

A stable Rupee will help keep down costs of content imports,
capital goods and newsprint, as well as encourage digital
advertising.

National Digital Communications
Policy-2018

Both the telecommunications and the media and
entertainment sectors are part of the current government'’s
Make-in-India plan, and therefore have been given special
attention. In September 2018, the government released the
National Digital Communications Policy-2018 (NDCP-2018)
which catered towards the establishment of “ubiquitous,
resilient and affordable digital communications infrastructure
and services". Its key objectives include providing universal
broadband connectivity at 50 Mbps to every citizen,
providing 1 Gbps connectivity to all gram panchayats by
2020 and 10 Gbps by 2022, ensuring connectivity to all
uncovered areas, attracting investments of US$100 billion

in the digital communications sector, training one million
manpower for building new age skills, expanding the Internet
of Things (IoT) ecosystem to five billion connected devices
and facilitating India's effective participation in the global
digital economy through a review of the SATCOM policy and
telecommunications legal and regulatory regime.

3. As per Oxford Economics Database, rupee is forecasted to be average
INR 69/USS in 2019.

FDI policy initiatives are driving

investment

The Indian government has focused on liberalizing the FDI
regime for both telecom and media and entertainment
sectors, to attract investment for adequate infrastructure
development. FDI limits for the telecom sector were eased in
2013“*while those for the media and entertainment sector
were eased in 2015 and 2016. More recently, in June 2016,
FDI limits in teleports, DTH, cable networks, mobile TV,
headend-in-the sky broadcasting service and cable networks
were completely lifted allowing 100% FDI through the

automatic route.

Table 2: FDI limits for the Telecom and M&E sectors

Services

Telecommunications

Telecommunication
services (basic,
cellular, internet,
national,
international long
distance, etc.)
Infrastructure
providers

Telecom equipment
manufacturers

Media and Entertainment

100%

100%

Teleports, DTH, cable

networks, mobile

TV and headend-in- 100%
the-sky broadcasting

service

Cable networks 100%

FM (radio) and the
up-linking of news
and current affairs
channels
Up-linking of non-
news and current 100%
affairs’ channels

49%

FDI limit

Approval condition

FDI up to 49%:
automatic route

FDI beyond 49%
and up to 100%:
approval route,
i.e., prior approval
from FIPB

Automatic route

FDI up to 49%
through the
automatic route
and beyond 49%
through approval
route

Automatic route
allowed up to 49%
and approval route
beyond 49%

FDI up to 49%
through approval
route

Automatic route

Source: Rao, K. C., & Dhar, B. (2018). India's Recent Inward Foreign Direct
Investment: An Assessment. Institute for Studies in Industrial Development;
https://economictimes.indiatimes.com/industry/media/entertainment/media/
govt-raises-fdi-cap-in-news-channels-to-49/articleshow/49740806.cms

4.  https://www.livemint.com/Politics/hxnnI3jx9kaCHnKgsk90QK/Govt-
relaxes-foreign-investment-rules-to-revive-growth.html
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Chart 5 shows the trends in FDI inflows into the information
and broadcasting sector since 2011-12. FDI inflows display
volatility though in recent years there has been a significant
upward trend post liberalization of FDI norms.

Chart 5: FDI inflows in information and broadcasting
sector (USS$ billion)
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The share of information and broadcasting sector in total FDI
inflows into India peaked at 3.5% in 2016-17, before falling
to 1.4%in 2017-18°.

DK Srivastava
Chief Policy Advisor, EY LLP (India)

5. DIPP
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The

on Indian M&E

How big is the India M&E
opportunity?

India is a huge market with very positive growth fundamentals across
virtually every type of media. The market is strategically interesting to
global players seeking to monetize content and capture growth upside,
either as a participant via licensing or other commercial arrangements,
or as an outright owner through an in-bound acquisition or organic
investment approach.

With more than 850 TV channels and over 17,000 newspapers, the
country is one of the most diverse and vibrant media markets globally.
Yet the headroom for future growth is significant. Advertising, the
lifeline of India’s M&E industry, remains amongst the lowest in terms of
spend as a percentage of GDP. The country is also at an inflection point
in wireless broadband connectivity and infrastructure that, combined
with its GDP growth and young demographics, offer new opportunities.

Ad spend as a percentage of GDP

0.88%

0.70%
0.60%  0.60%

0.39%

mJapan = China = Malaysia mSingapore mlindia

While there are positive growth trends across a number of M&E sub-
sectors, these are some areas which are seeing strong interest from
global players.
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Digital / OTT

India has the world's second highest number of internet
users after China, with around 570 million internet
subscribers?, growing at a rate of 13% annually?. The
impressive scale of the market and a liberal foreign
investment environment will continue to be attractive
to global streaming platforms looking to capitalize on
the country’s fast growing digital consumption?3.

The increased availability of competitively priced 4G
services provides a particularly exciting opportunity for
companies to reach a broader set of Indian consumers in
diverse regional markets and smaller towns. Localization
and differentiated content are becoming crucial to
engaging the attention of these audiences. As such, there
has been a strong focus by global streaming platforms
in the last year to invest in local content and originals

as they look to gain scale®. This continues to provide

an exciting opportunity for content creators, who are
seeing both global and local streaming services invest

in greater volumes of content with larger budgets.

Television®

India is the second largest pay-TV market in the world

in terms of subscribers after China, with 197 million TV
households growing at 7.5% y-o-y®. Pay-TV penetration
in India has more than doubled from 32% in 2001 to
66% in 2018 (by comparison in 2018 pay-TV penetration
in the US was 78% and over 90% in China). While the

size of the Indian pay-TV market in terms of revenue is
smaller than its peers, the runway for continued growth
provides exciting opportunities for global players.

Regional pay-TV markets continue to be attractive, as they

outpace national ones in terms of advertising. We expect

global broadcasters to continue to build a presence in these
markets by acquiring or partnering with local broadcasters.

1. TRAI
. 2017-18 growth rate as per TRAI
3. "How OTT Will Drive Innovation in 2018 in India,” Indus Net, https://

www.indusnet.co.in/ott-will-drive-innovation-2018-india/, accessed 28

February 2019.
4. “It rained OTTs in India in 2018," AnimationXpress website, http://

www.animationxpress.com/index.php/latest-news/it-rained-otts-in-india-

in-2018, accessed 28 February 2019.

5. “Netflix: How big is the India opportunity,” Barclays, September 2018,

via ThomsonOne.
6. “BARC India releases Bl 2018; TV homes in India up by 7.5%; total
TV viewership up by 12%," https://www.livemint.com/Consumer/

mHADAtpTFzfZ3UnC540yDI/Television-viewership-in-India-up-by-12-

since-2016-Barc-st.html, BARC India, accessed 28 February 2019.

7. “Netflix: How big is the India opportunity,” Barclays, September 2018,

via ThomsonOne.

8.  “Box Office Collections, Bollywood Hungama, https://www.
bollywoodhungama.com/box-office-collections/filterbycountry/
IND/2018, accessed 28 February 2019.

Sports

The interest and consumption of sports in India is
slowly changing to support multiple professional
sports leagues in addition to cricket. Last year saw
an increase in time spent on wrestling, volleyball,
hockey, and martial arts, among others, opening
new avenues of investment for global companies.

That said, cricket continues to dominate with significant
interest from global players. The most recent set of

cricket rights sold for approximately US$9.3 million/game
compared to US$10.7 million/game for the English Premier
League and US$12.3 million/game for the NBA”. The rapid
growth in cricket online viewership has led to significant
interest from global internet companies in particular. This
interest is likely to increase in the coming years as online
viewership of cricket approaches that of linear television.

Film production and
distribution

The growth in digital video consumption is providing new
growth opportunities for major international film studios,
many of which have already established domestic divisions
or are collaborating with local studios. Non-theatrical
releases are becoming more commonplace with Indian
filmmakers increasingly open to making movies for exclusive
digital release. At the same time, Hollywood movies are also
seeing strong growth at the Indian box office - collections
for the top 10 Hollywood films in India reached over

INR7.5 billion in 2018 from INR4.8 billion in 20178,

John Harrison
Global M&E Leader - EY
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Digital India:
Data to unlock new opportunities

2017 2022

Online population to grow exponentially Mobile to outpace all networked devices
Number of networked devices

446M @ 178

2.2B

840M 68% of networked devices mobile-connected by 2022

Smartphones will account for 38% (829M) of all
networked devices by 2022

Online population to rise over 60% out of

which 135M fixed Internet users by 2022

Accelerating network speeds Indians to consume a lot of video content
Average fixed broadband speed

Consumer internet video traffic (Exabyte per month)

9.5 \
Mbps a 1.2 EB

31.2

88B minutes (167,931 years) of video content will

12 EB

Mbps

89% of fixed broadband connections will be faster

than 10 Mbps by 2022, up from 28% today cross the Internet each month by 2022

4G will be dominant technology Government will lay the foundation
% of mobile broadband users for fiber

20% 100,000 Kms

>70% 250,000Kms /]

5G roll outs expected by 2022 - in tune with the Step towards providing fixed broadband access to
global launches 50% households by 2022

2019; Sources: EY Analysis, eMarketer, Nokia MBIT Index 2019; Cisco VNI Index 2019; World Bank Doing Business 2019 report

While there are many opportunities, India faces several persistent challenges:

Increasing usage of digital media has accelerated video consumption and also
increased piracy threat. Growing piracy is likely to restrict full monetization
of content as well as large-scale acceptance of SVoD in India.

Indian market is highly price sensitive and is majorly advertising driven.

India’s Ease of doing business 2019 ranking improved 23 spots to reach #77
- its position worsened on ‘paying taxes' and ‘resolving insolvency'.
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Key messages

TV advertising grew on increased volume and regional properties
» TV advertising grew 14% in 2018 to reach INR305 billion

» Number of private satellite channels increased to 885, of which
43% were classified as news channels

» Ad volumes grew 15% in 2018

» 50% of ad spend on TV was contributed by FMCG

» FreeDish-led advertising revenues continued at around INR20
billion

» TV + digital ad selling came into being for impact properties

» Regional advertising outpaced national adverting growth

Digitization-led DAS-IIl and IV ARPU growth drove subscription
» TV subscription grew 11% to reach INR435 billion
» TV viewing households increased to 197 million

» TV penetration increased to 66% in 2018 from 64% in 2016; 88%
of these television homes were digitized

» ARPU increases were noted, primarily in DAS-Ill and IV markets

» A 50% increase in LED / LCD / plasma television sets was
observed and HD viewership increased by 57%

» Multiple television homes crossed 4 million
» The free + paid dual STB home came into existence
» Broadcaster share of subscription increased to INR110 billion

» International distribution started to go direct to customer in
January 2019

Content went interactive and time spent increased
» Total time spent increased to 3 hours 46 minutes per day

» 77% of time spent on television was on escapism (GEC and film
channels)



» Viewership growth was led by Oriya, Assamese, Marathi,
Bhojpuri and Urdu content

» Sports viewership had a surprising new winner: Wrestling
overtook cricket as the most viewed sport

» Jio, Sony, Star, Zee, Viacom18, Televison18 and Netflix,
amongst others, enabled interactivity with their viewers

Future outlook

» 2019 promises further growth due to the elections and the
ICC world cup. Television segment can reach INR955 billion by
2021, with advertising growing at 10% and subscription at 8%

» The impact of the TRAI Tariff Order can have implications on
total viewership, free television uptake, channel MRP rates and
advertising revenues. While its implementation could take upto
six months, we can expect a lot of changes. OTT platforms are
sure to benefit due to increased parity between television and
OTT content choice and costs. Since large broadcasters have
removed their content from FreeDish, its attractiveness may be
impacted

» Television broadcasters will focus on customer database creation
and experiment more with combined selling of impact properties
across TV + OTT platforms. The measure for the industry will
become ad impressions, with the CPM rate being a function of
the quality of the audience and closeness to purchase points

» Indian broadcasters will continue to expand their global
footprint. International revenues could reach 15% of the topline
by 2021
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Television segment grew
12% in 2018

2017 2018 2019E 2021E

Advertising 267 305 333 403
Distribution 393 435 481 551
Total 660 740 815 955

INR billion (gross of taxes) | EY analysis

Television grew 12% in 2018 to reach INR740 billion.
Growth was led by a 14% increase in advertising revenues
and a 11% increase in subscription revenues. We expect
growth for the segment to average 9% over the next three
years, taking this segment to INR955 billion by 2021.
Advertising comprised 41% of segment revenues in 2018
and this is expected to reach 42% by 2021*.

Number of channels increased to 885 in 2018, of which 43%
were news channels?.

Industry discussions and EY analysis
MIB website

TAM AdEX

TAM AdEX

> wnh e

Advertising

TV advertising grew 14%
Ad volumes grew 15% in 2018

As per TAM AdEX, there were 10,962 advertisers and
16,857 brands on TV, of which 5,382 advertisers were
not on print or radio. While ad insertions increased 15% in
20183, ad revenue grew 14%. Regional advertising outpaced
national adverting growth on the back of national brands
spending more to grow non-metro markets where GST had
created a level playing field between national and regional
brands.

Top 10 channel genres contributed 46%
share of advertising volumes on TV

Hindi movies, 9%

Hindi news, 5%

Hindi GEC, 5%
Hindi regional
62 other news, 5%
genres, 54% Music, 4%

Bangla news, 4%

Tamil GEC, 4%
Telugu GEC, 3%

English movies, 3%
Kannada GEC, 3%

In 2017, the top 10 genres contributed 46% of advertising
volumes, which reduced marginally to 46% in 2018. Hindi
movies was the top channel genre with 9% share of ad
volumes during 2018%. News, which commands a 7% share
of viewership garners a disproportionately high share of
advertising volumes.



All the top 10 categories of 2017 grew ad
volumes in 2018

Insertions by ad category

Personal care/hygiene 13.2
FOOd & DeV O ageS  — 12.1
Services [ — 8.2

Personal healthcare
Household products
Hair care
Auto
Laundry
. o 2.3

Personal accessories

Building, industrial == 2-2
& equipments == 2.1

— 4.8
i 4.1
j— 3.9

3.3

Impressions (in million)

2018 =2017

Overall insertions across the top 10 categories grew
10%. Personal care / hygiene was the sector with most
ad insertions (20%), followed by food and beverages and
services. Growth was driven by household products (27%
growth) followed by services (23% growth)®.

5.  BARC, TAM AdEX
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50% of ad spends were contributed by FMCG

Category Contribution to

Product category

contribution growth
FMCG 50% 44%
Telecom 12% 9%
Auto 8% 10%
Household durables 5% 8%
E-commerce 5% 6%

Real estate and home

. 3% 3%
improvement

.CIothlng, fashion, 3% 2%
jewelry

Banlflng, flnanual P 3%
services, insurance

Others 12% 13%
Total 100% 100%

Source: Pitch Madison Advertising Report 2019

50% of ad spends on TV were contributed by FMCG, which
also contributed to 44% of value growth. The fastest
growing categories were durables, travel and tourism and
e-commerce.

—
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FreeDish generated INR20 billion of
advertising revenues

FreeDish generated an estimated INR20 billion of advertising
revenues®. In February 2019, large broadcasters removed
their channels from this medium and this could impact our
ad revenue forecast by INR10-20 billion in 2019.

TV + digital ad sales began

Broadcasters have started combined selling of ads across
OTT and linear platforms. This enables better monetization
of marquee properties, and increases utilization of digital
inventory. Advertisers can provide separate messaging

to segmented audiences and also enable trial, sales and
connect with the viewer. We believe this will be the trend
going forward for flagship properties across fiction, non-
fiction and sports.

6.  Industry discussions; EY estimates
7.  BARC Broadcast India 2016 and 2018

Distribution

TV owning households increased to
197 million

Mode of signal

Cable 98.5 103
DTH* 52 56
HITS 1.5 2
Free TV 31 36
Total 183 197

Television households in millions | BARC, EY analysis

* Net of temporarily suspended subscribers

Television owning households increased to 197 million,
which is a 7.5% increase over the previous Broadcast India
survey. During the same period, total Indian households
increased 4.2% to reach 298 million. Correspondingly, TV
penetration increased to 66% in 2018 from 64% in 20167,

Bihar and Jharkhand showed highest growth in television
households on the back of India’s drive towards
electrification.

State group Growth%

Bihar / Jharkhand 24%
Assam / North East / Sikkim 21%
Odisha 12%
AP / Telangana 11%
Karnataka 9%

Source: BARC



88% of TV viewing households were
digitized®

According to BARC, 31% of TV viewing households had
paid DTH, 13% had free DTH and 44% had digital cable.
This number indicates a 15% growth over 2016 and has
contributed significantly to the growth in end-subscriber
pricing.

ARPU increases were noted,
primarily in DAS-IIl and IV markets

Markets 2017 INR per 2018 INR per
month month
DAS-| 250-350 250-350
DAS-II 200-325 200-325
DAS-III 150-225 175-225
DAS-IV 125-200 125-225

Source: Industry discussions; EY analysis

Digitization led to increased collections from end customers
in DAS-IIl and DAS-IV markets, with many cities crossing

the INR200 per month number. DTH ARPUs have been
affected by a change in the subscriber mix with incremental
subscribers coming at a lower price point and the movement
of subscribers to lower value regional packs.

HD viewership increased by 57%

HD channels grew from 78 in 2017 t0 92 in 2018 (18%
growth). HD viewership has grown at the rate of 57% in
2018 to reach 874,000 impressions®.

8. Broadcast India survey 2016 and 2018

9. Broadcast India survey 2016 and 2018, TG: 2+

10. Broadcast India survey 2016 and 2018

11. Broadcast India survey 2016 and 2018

12. Industry discussion & https://economictimes.indiatimes.com/
magazines/panache/xiaomi-launches-mi-led-tv-4-in-india-for-rs-39999/
articleshow/62918726.cms
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Multiple TV homes increased to 4
million®
Multiple TV homes have reached 4 million households in

2018. The states with the highest incidence of multiple TV
homes are provided in the table.

2016 2018

UP / Uttarakhand UP / Uttarakhand
TN / Pondicherry Delhi

West Bengal West Bengal

Delhi Haryana + HP + JK
Haryana + HP + JK Punjab / Chandigarh

50% increase in LED / LCD / plasma
television sets

High-end television sets grew from 14% of all television sets
in 2017 to 21% in 2018, In addition, smart TV sets have
crossed 10 million, though as few as 10% of them could be
connected?2.

The free + paid dual STB home came
into existence

Many DPOs we spoke with mentioned the existence of price
sensitive customers who had adopted for a FreeDish box as
well as a paid TV service, the latter being activated during
holidays and when there were large sporting events.
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Consolidation has been seen across cable and DTH

Acquirer Acquired company Rationale

Reliance Jio DEN Networks (66% stake), Hathway The acquisition has provided Reliance Jio with direct access to
Cable (51.3% stake) MSOs' broadband infrastructure and the large pool of pay cable TV

subscribers, which the company will utilize to accelerate Jio's entry into
the fibre to the home market. Post-acquisition, Jio has direct access to
~6.5 million broadband households, which account for ~36% of India’s
total fixed broadband subscriber base of 18 million. On the other hand,
the deal also allows Jio to access 12.5 million cable TV subscribers or
~T% of total TV households who may not have broadband connectivity
yet. 3

The combination of these two companies created the largest DTH
Dish TV India Videocon D2H (merger) operator in the country and they are expected to enjoy the benefits of
scale across content and other operating costs.4

Broadcaster share of subscription in Canada and the US and has been offering content only

. through its video on-demand player, Hotstar. While Zee5
revenues increased to INR110 is not yet present in the US, due to its non-compete clause

billiont> with Dish Network which restricts Zee from launching a
direct-to-customer service in that market, the broadcaster

This is around 25% of the total ground collections. However, has shortlisted markets where it is now looking to stop

once the subscribers' migration from old tariff regime to distribution of channels via cable or satellite. This indicates

the new tariff order regime is implemented across India, a possible new trend for broadcasters in international

the broadcaster’s share is expected to go up significantly, territories such as US where cutting the cord (i.e., consumers

especially from cable subscribers. moving from cable TV to OTT platforms) is gaining traction.

Their decision could deliver a huge boost to international

. . . . OTT platforms.
International distribution went P

direct to customer?®

ZEE is planning to pull the plug on its linear television service
in Europe, Australia, Fiji and a few other overseas markets
and offer content only via the video OTT service, Zee5. Star
India had discontinued distribution of television channels

13. "RILs partnership with Hathway, Den to hit broadcasters, DTH
players; India Ratings explains how," Financial Express, https://www.
financialexpress.com/industry/rils-partnership-with-hathway-den-to-
hit-broadcasters-dth-players-india-ratings-explains-how/1362351//,
accessed on 14 December 2018

14. "Dish TV India, Videocon d2h merger completed”, Economic
Times, https://economictimes.indiatimes.com/industry/media/
entertainment/media/dish-tv-india-videocon-d2h-merger-completed/
articleshow/63414778.cms, accessed on 22 March 2018

15. Industry discussions and EY analysis

16. "Zeetogo OTT-only in Europe, Australia; plans to pull plug on linear
service", Economic Times, https://economictimes.indiatimes.com/
industry/media/entertainment/zee-to-go-ott-only-in-europe-australia-
plans-to-pull-plug-on-linear-service/articleshow/67670140.cms,
accessed on 24 January 2019



Content and viewership

Average time spent watching
television increased to 3 hours 46
minutes per day?!’

The time spent increased marginally to 3 hours 46 minutes
per day, led by megacities, which had 4 hours 32 minutes
and south markets, at 4 hours 14 minutes. Around one
trillion man minutes were spent per week on television,
which is at an all-time high.

77% of content consumed was on
escapism

While 53% of total content consumed was on general
entertainment, another 24% was on films. News viewership
remained at around 7% despite 43% of TV channels in India
being classified as news channels*® .

Viewership growth was led by
regional languages

Viewership growth was led by regional channels, with the
highest growth being recorded by Oriya (34%), Assamese
(26%), Marathi (25%), Bhojpuri (22%) and Urdu (20%). That
compared to a 15% growth for Hindi and an overall growth of
13%°.

17. BARC

18. TRAI web-site; BARC

19. BARC

20. TG: All India/ 2+/2018/Program theme: Sports
21. Industry discussions; EY estimates
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Sports viewership had a surprising
new winner

Viewership share in 2018

Wrestling 20%
Cricket 19%
Kabaddi 17%
Volleyball 6%
Sports magazine 5%

Source: BARC viewership share?®

Wrestling became the most watched sport on TV, overtaking
cricket's share of viewership. Volleyball more than doubled
its viewership. Together, wrestling, cricket and kabaddi
contribute to over 50% of all sports viewership. Football
continued to remain out of the top five sports, coming in at
number seven overall.

Second screen interactivity grew?!

Star, Sony, Viacom and Jio experienced huge success in
implementing second screen interactivity for their premium
properties like IPL and KBC. Large initiatives around
consumer engagement delivered significant results to all
participants in the value chain. Broadcasters saw increased
stickiness and increase in linear viewership. OTT platforms
saw increase in app downloads and subscription numbers.
Advertisers saw innovative ways to engage with customers
and increase sampling.

We believe that the interactivity that Netflix has implemented
using fiction content is the direction that other OTT players
shall also take across various languages. Interactive
storylines can bring high interest levels and repeat value for
the same content for their viewers.

—
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TRAI's New Tariff Order (NTO)

Some important features of the NTO are listed in the table below. This is not a comprehensive list.

Areas amended Key matters

Revenues i.e.
Cost of providing
services and
carrying content

Inter-connect
agreements

Channel pricing and
offerings

The network capacity fee, per month, per set-top box, for upto 100 standard definition (SD)
channels is capped at INR130 (excluding taxes). Capacity for a high definition (HD) channel will be
equivalent to two SD channels

Distributors can offer slabs of 25 channels (above 100 channels) at a maximum rental amount of
INR20 (excluding taxes), per month

Carriage fee is capped INR0.20 and INRO.40 / subscriber / channel / month for SD and HD
channels, respectively

<5% Rate of carriage fee as per agreement * Average subscriber base

>=5% and <10% Rate of carriage fee as per agreement * 0.75 * Average subscriber base
>=10% and <15% Rate of carriage fee as per agreement * 0.50 * Average subscriber base
>=15% and <20% Rate of carriage fee as per agreement * 0.25 * Average subscriber base
>=20% NIL

DPOs can receive a minimum of 20% of the MRP of pay-channel or bouquet of pay channels as the
distribution fee from broadcasters. A cap of 15% has been placed on discounts offered by broad-
casters to DPOs. However, the overall sum of distribution fee and discount offered by the broad-
caster cannot exceed 35% of the MRP of the pay channel or a bouquet of pay channels

The settlement of service charges between LCO and MSO should be on a mutually agreed basis.
In case they fail to reach an agreement, the network capacity fee amount and the distribution fee
amount is to be shared in the ratio of 55:45 between the MSO and the LCO

Broadcasters need to declare a Maximum Retail Price (MRP) for all their pay channels offered on
a-la-carte basis for all platforms. MRP will be uniform across all distribution platforms MSOs, DTH,
IPTV and HITS bringing all the platforms on a level playing field, resulting in same content costs
for platforms, irrespective of the type of platform

Distributors are required to offer all channels available on their network to all subscribers on
a-la-carte basis and declare monthly Distribution Retail Price (DRP), for each pay channel. The
DRP should not exceed the monthly MRP, declared by the broadcasters for the same pay channel.
DPOs can also create bouquets with channels from different broadcasters. DPO shall offer to its
subscribers each bouquet of pay channels offered by a broadcaster, subject to subscribing the
said bouquet without altering its composition and declare the DRP for such bouquets also

Bouquets cannot include FTA and Pay channels both; nor can they include HD and SD versions
of the same channel; neither comprise of pay channel whose MRP as declared by broadcaster is
more than INR19

Every distributor of television channels is required to offer 100 SD TV channels including all the
mandatory channels as per the Government of India across defined genre for the Network
Capacity Fee (NTF) of INR130 excluding tax

An earlier proposed linkage between a-la-carte and bouquet price (of 15%) has been removed
DPO shall conduct audit through TRAI empanelled auditors only once in a calendar year. In case

the broadcaster is not satisfied with the audit report, then the broadcaster may audit MSO not
more than once a year, though TRAI empanelled auditors only



Point of view

Anuj Gandhi
Group CEO, Indiacast Media Distribution Pvt Ltd.

After years of confusion the verdict is finally out - Content is
king! With the New Tariff Order and spread of OTT - content
will lead the way. Distribution and technology are at best
critical facilitators along with marketing & branding.

Atul Das
Chief Corporate Development Officer, Zee Entertainment

All stakeholders are looking forward to implementation of
the new Regulations. Currently, industry is going through a
transition process which hopefully should settle down in next
2-4 months. We believe the new Regulations will be beneficial
for the entire eco-system including consumers, DPOs and
broadcasters.
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Anil Dua
Group CEO, Dish TV India Ltd.

The implementation of TRAI tariff order will lay down
new norms for the industry ushering in an era of growth,
transparency, and non-discrimination. We are building
further on this by integrating smart technology and
innovations into our offerings. All this, along with our
merger synergies, should help accelerate growth in our
subscriber base and EBITDA.

Rajesh Kaul
Chief Distribution Officer, Sony Pictures Networks India

The new tariff order is set to dramatically change the
distribution landscape in India. It will bring in far greater
transparency and overall it will be good for the DPOs and
big broadcasters, as the ARPU's are bound to go up and we
will for the first time see fair share allocation of subscription
revenues within the stake holders.
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Future outlook

Adex growth will continue strong in 2019

We believe advertising will continue to grow in 2019 by a
minimum of 9-10% on the back of the elections (which will
help both national and regional channels), the ICC cricket
world cup and overall momentum in the FMCG, durables and
services categories, which are reaping the benefits of the
GST roll-out. However, since large broadcasters have pulled
out their DD FreeDish channels, that could bring down the
estimates by INR10-20 billion.

Television segment can reach INR955 billion by 2021, with
advertising growing at 10% and subscription at 8%22.

TRAI's tariff order can result in several
scenarios

The TRAI tariff order can have implications on total
viewership, free television, channel MRP rates and
advertising revenues. While its implementation could take
up to six months, we can expect a lot of changes.

OTT platforms are sure to benefit due to increased
parity between television and OTT consumption - both
in terms of content choice and costs

If broadcasters subsequently continue to provide
pay content on FreeDish, it has the potential to grow
significantly and can reach upwards of 50 million, as
lower-end consumers will increasingly shift to this
platform, or use it as their second television connec-
tion

If, however, large broadcasters continue to keep their
content off FreeDish, television advertising revenues
would be impacted and FreeDish's future will be deter-
mined by the number of new channels which come on
the platform. We can expect more regional, news and
niche channels - particularly those impacted nega-
tively by the TRAI order - to try building audiences
through FreeDish subject to auction base prices being
feasible

Given the price sensitivity of Indian consumers, the
TRAI order may result in a significant increase in
placement costs (by whatever it may be named or
through discounting of rates) as more channels fight
to be on the first and second packs of DPOs

22. EY estimate
23. EY estimate

Smaller channel networks and niche channels may be
negatively impacted due to limited marketing capabili-
ty and less bouquet strength

A lot will finally depend on the cannel prices at which the
market settles - which can take six-nine months. One thing is
for sure, we can expect a lot of experimentation in 2019.

It's time for more consumer data

Television broadcasters will focus on customer database
creation and experiment more with combined selling of
impact properties across TV + OTT platforms. The measure
for the industry will become ad impressions, with the CPM
rate being a function of the quality of the audience and
closeness to purchase points. We can expect to see data
being used to upsell channels, sell sports and niche channels,
as well as provide segmented audiences to advertisers,
which should increase advertising rates.

Global monetization is expected to increase

Indian broadcasters will continue to expand their global
footprint, either on their own platforms or through
partnerships with telcos and international OTT platforms,
to target not just Indian diaspora, but global audiences
interested in Indian content. International revenues could
reach 15% of the topline by 202123,

Value chain automation opportunities will be
enabled

We expect to see more infrastructure sharing and
collaboration between broadcasters, to take advantage of
the global opportunity, interactivity solutions, traffic order
validation, uplinking, news gathering and content creation.
Distribution companies will increasingly become like telecom
companies with common back-end infrastructure (an area
where HITS can play a role). We can expect to see mobile
wallets and scratch cards enable payments from consumers
and LCOs. Finally, we can expect more self-serve platforms
to come into existence for advertisers (like Zee Mitra) as well
as for DPOs to buy content from broadcasters and LCOs to
buy content from DPOs.



Global trends

Increase in original and exclusive content
production

Significant and accelerating investment in original, exclusive
content and emerging formats to satiate the growing
appetite of consumers. In the US, the number of scripted
original series (across broadcast, cable and premium
networks) increased 10% per year between 2009 and 2018,
with the total number of series more than doubling from 211
to 49524,

Broadcasters are forging direct to customer
relationships

Broadcasters are navigating a delicate, long-term transition
to a direct-to-consumer (D2C) delivery model, while also
protecting the existing, highly-profitable distribution
ecosystem. Not to be vanquished by rivals, broadcasters/
cable networks are forging a direct channel with audiences
while generating a new organic revenue stream along

with being carried on a growing number of virtual MVPDs.
Traditional MVPDs are also launching their own “skinny
bundles”.

Addressable, programmatic advertising is on
the rise

Broadcasters are experimenting with advanced advertising
offerings of all types (including addressable, programmatic
and OTT TV), leveraging an increasing flow of data to provide
tailored solutions to marketers. While targeting audiences
and performance measurement and reporting remain a
challenge across these TV ad offerings, it would drive more
ad revenues. The industry is trying to come up with new
measurement approaches / tools and is participating in
sector consortia to tackle the issue.

24. Source: FX Networks
25. S&P Capital IQ
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Increased mergers and acquisitions - almost
USS1 trillion in four and half years

Players are propelled to turn to M&A to deal with the
paradigm shifts in content and distribution landscape.
They are looking at improving their competitive position by
gaining scale in the form of content rights / IP or through
convergence to strengthen bargaining position in the
value chain. From 2014 to the first half of 2018, US$976
billion was invested globally in media and entertainment
acquisitions?®.
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= 88% of television
connections were
digital

Figures in percentage
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New age
television sets grew 21% 14%

50% 2018

LED, LCD & plasma TV sets

Impressions '000
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i TV viewership

- grew 13%
15 between 2017 and 2018
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Impressions (billion) by agegroup



34%

26%
25%
22%
I 20%

Viewership growth was led by
regional languages

15% 15% 14% 14%

I I I ] %

Oriya Assamese Marathi Bhojpuri  Urdu

All India/2+/Channel Lang/Wk 38-50/2017 & 2018

South India and

Hindi  Gujarati Tamil Kannada Bengali Telugu

Impressions Weekly tune-ins Daily tune-ins

meq a'CitieS led (billion) (coverage) (reach)
TV viewership All India 33 93.5% 72.6%
HSM 21 92.9% 70.5%
South India 12 95.0% 77.4%

Number of unique
channels viewed by a
household in a day

12 15 - 24
Pre-digitization = Post-digitization Pre-digitization
2017 2018 2017

TG: All India/2+

Number of unique
channels viewed by a
household in a week

35

Digitization increased
the width of
consumption

Post-digitization
2018



%share of impressions

A third of
TV viewership is from

15-30

year olds

30%
25%
20%

15%

B GEC

Movies

s [ (0

mkids  Of time spent
myvusic  Was on escapism
M Sports

M Others

All India/2+/Wk 37-49/2018

32% 30% 33%

Viewership India India
contribution of urban rural
youth to total TV

KIdS also watch General

entertainment, movies and music

10%
5%
0% I I l . || [ | - —_— _

Kids Movies Music  Youth Sports Others Infotainment News Devotional Lifestyle Business

news
12017 =2018
TG: All India/2-14/2017 & 2018



Viewership share

Wrestling 20%

Cricket 19%

Kabaddi

Volleyball

Sports magazine

Cricket

Hockey 4%

lost its pole position

Soccer 4%

Boxing 3%
Badminton 3%

Multi sports events (Olympic 3%
Athletics 3%
Judo /Karate /Martial art 2%
Mixed martial arts

Others 8%

TG: All India/2+/2017 & 2018/Program theme: sports

11,837 (~380m ~400Kk

Total insertions hours of total FCT

advertisers trusted TV in2018 in >560 channels
in 2018
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Expert

Speak

NP Singh
CEO, Sony Pictures Networks India

With the proliferation of smartphones, enhanced
connectivity and low cost data charges, the use of second
screen is thriving. However, since India is a country driven
largely by family viewing in single TV households, both TV
and OTT enjoy a symbiotic coexistence.

Harit Nagpal
MD & CEO, Tata Sky Ltd.

OTT usage is growing and will continue to grow, possibly
faster than it is growing today. However, in India, as has
been seen in most parts of the world, it will be an ‘and’ and
not an ‘or'.

® Sudhanshu Vats

Group CEO, Viacom18 Media

2018 has been marked by the power of the 3 C's —
Consolidation, Convergence and Consumer. 2018 will be
remembered as the year that decidedly pivoted the focus of
India’s content industry towards direct to consumer thinking
and business models. On the broadcast side, the new TRAI
tariff order will compel the industry to develop it’s offering in
line with consumers’ choice. While on the digital side, we are
witnessing the unlocking of what can be an INR 10,000 crore
digital subscription market in a 5-year horizon.

Kalli Purie
Vice Chairperson, India Today Group

We are in a stage of rapid evolution as far as news is
concerned. With a number of channels and digital platforms
causing high degree of churn, I believe credibility and
quality of news will finally prevail. On the business side,
technology and judicious selection of revenue models will be
differentiators.



Punit Goenka
MD & CEO, ZEEL

The overall media and entertainment landscape has
evolved beautifully, empowering the consumer by many
folds. While television on one hand continues to rule and
grow, OTT on the other hand has remarkably enhanced
the content consumption and creation ecosystem. It is an
era of co-opetition, wherein the convergence has blurred
the lines between media and technology companies.
With our industry’s rich potential and talent, | am most
certain that this positive time will only generate brilliant
content offerings and equally powerful and state of the art
consumption platforms.

® Partho Dasqupta
CEO, BARC

TV will continue to grow and remain the most effective
medium to reach maximum audiences, on the back of growth
of regional language viewership. 2019 is also a big year for
news, sports - cricket as well as other genres.
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Ashok Mansukhani
MD & CEO - Hinduja Media Group

Despite chaotic transition to the New Tariff Order, power of
purse has been restored to the customer

Megha Tata
COO, BTVi

Boundaries between various screens on which news content
is being consumed are blurring. With increased uptake of
business news content on digital platforms such as OTT

and Trading apps, future of ‘news brands’ is in building
multi-platform presence. To achieve this, content tie-ups and
partnerships with relevant cross platform players is the way
forward for news TV brands



Expert

Speak

Punit Misra
CEO, Domestic Broadcast Business, ZEEL

Misplaced is the conversation about which platform will win,
when the obsession should be to truly understand viewers,
and serve them content that they fall in love with. And they
will reward us by spending their most valuable thing, their

time - across platforms.

® Amit Gupta
COO, Jupiter Capital

Data democratization is leading the M&E industry to

a metamorphosis, the way content is rendered and the
way advertisements are sold. The TV segment will have
to reinvent itself with digital taking over every aspect of
consumption.

Avinash Pandey
CEO, ABP News Network

After TRAI Tarrif order content will play big role in driving
subscription, creating unique audience base and will push
consumption on all platforms. News consumption on OTT
would be higher than cable in urban market in next two
years. Thus, a new dynamic news broadcast environment
would emerge.



@® Ashok Venkatramani
MD, Zee Media Corporation

I am bullish on News TV. With the elections round the
corner, its consumption can only go up. TV is still the best
bet for getting the least cost reach and impact. Regional and
hyper local TV would lead growth.
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Key messages

Print was static in 2018
> Print segment grew 0.7% in 2018 to reach INR305.5 billion

» Advertising revenues grew 0.4% in 2018, while circulation grew
1.2%. Circulation revenues contributed 29% of the total revenues
of the print segment

» Magazines contributed about 4% of total print segment revenues

Print segment's share in total advertising reduced to 29%
» Advertising revenues were INR217 billion in 2018

» Newspaper advertising revenue grew 1% while magazine
advertising fell 8%

» FMCG and auto were the largest contributors to print revenues,
with a contribution of 14% each, followed by education at 10%

» Importance of events in the revenue mix increased

» Ad volumes in print fell 1% in 2018 compared to 2017 as per TAM
AdEX ad volume data

» Hindi newspaper publications continued to lead with 37% of total
ad volumes, while the share of English publications stood at 25%

» English magazines dominated magazine ad volumes with a 54%
share

» Kannada, Assamese, Hindi, Oriya and Marathi language
publications increased ad volumes. De-growth in advertising
volumes was noted in English, Malayalam and Punjabi

Subscription revenues grew on the back of deeper penetration
and cover price growth

» Subscription revenues grew marginally by 1.2% in 2018 to reach
INR88.3 billion

» The number of registered publications grew by 3% to 118,239 in
March 2018

» Circulation grew around 2% as per ABC data

» Hindi contributed 45% of total circulated copies, followed by
English, a distant second at 12%



» The top five magazines lost 7% in terms of circulated copies

» 245 million individuals consumed news online, with page views
growing 59% in 2018

Rising newsprint prices and a depreciation in the value of the
Indian Rupee led to pressure on print sector margins in 2018

Future outlook

» The print segment will benefit from the upcoming general
elections in 2019, particularly on the back of the DAVP rate
increase, as well as stable newsprint prices

» Cover prices will need to increase going forward
» Print companies will tilt their sales pitch towards performance,
linking physical space sales with digital inventory, activations

(both physical and digital), interactive concepts, digital
couponing, etc.



® ® OO Media and entertainment

Print was static in 2018!

Print segment revenues

337.8
316.8
305.5
303.5 I
2017 2018 2019E 2021E

INR billion (gross of taxes) | EY analysis

Print segment grew 0.7% in 2018 to reach INR305.5 billion.
The segment is expected to reach INR338 billion by 2021,
growing at a CAGR of 3.4%.

2018 2019E

Advertising 216.2 217.1 225.8 238.4
Circulation 87.3 88.3 91.0 99.4
Total 303.5 305.5 316.8 337.8

INR billion (gross of taxes) | EY analysis

Advertising revenues grew 0.4% in 2018, while circulation
grew 1.2%. Circulation revenues contributed 29% of the total
revenues of the print segment.

Newspapers  290.5 294.0 306.6 328.6

Magazines 13.0 115 10.2 9.2

Total 303.5 305.5 316.8 337.8

INR billion (gross of taxes) | EY analysis

1. Based on industry discussions, financial statements and EY analysis

2. Based onindustry discussions, financial statements, AJEX volume
analysis, secondary research and EY analysis

3. TAM AdEX data

4.  TAM AdEX data

Magazines contributed about 4% of total print segment
revenues. This number has been shrinking due to
falling advertising and subscriptions and growing digital
communities.

Advertising revenues

Advertising revenues grew 0.4%

Advertising revenues grew 0.4% in 2018. Newspaper
advertising grew 1% while magazine advertising fell 8%2.
This represents a 1.9% de-growth net of taxes. The fall in
advertising is due to both reduced ad volumes as well as
pressure on effective rates. Festival advertising uptake, a
key factor to drive advertising volumes, was not uniformly
significant across different markets and the festival
advertising period shortened in some cases.

Ad volumes fell 1% in 20183

Ad volumes in print fell 1% in 2018 compared to 2017 as per
TAM AdEX ad volume data. In 2018, there were 180,000
advertisers and 230,000 brands on print. Of these,
170,000 brands did not advertise on television or radio.

Auto and services were the largest
categories by volume?

Rank Top five categories %Share
1 Auto 17%
2 Services 17%
3 Education 13%
4 Retail 8%
5 Banking / finance / investment 5%

The top five ad categories comprised 60% of total advertising
volumes. Auto and services were the largest categories by
volume.



Maharashtra and UP had the highest
ad volumes®

Advertising volume by states

16%

Maharashtra
Uttar Pradesh

26%

m Tamil Nadu
11% m Karnataka

B Andhra Pradesh
4% m Rajasthan
m Punjab/Chandigarh
m Gujarat
6% 6% % = Madhya Pradesh

Delhi

Others (13)

0
4% 8%

Top five states contributed to nearly 50% of all advertising
volumes. Maharashtra and Uttar Pradesh were leading
states in newspaper advertising with 16% and 11% share
respectively, while the next three states were from south
India. This trend was different for magazines, where national
magazines contributed 55% of advertising volumes. Kerala
and Maharashtra were the largest states contributing 9%
each of magazine advertising volumes.

5. TAM AdEX data
6. TAM AdEX data
7. Based on TAM AdEX data
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Hindi and English publications
contributed over 60% of newspaper
advertising volumes®

Advertising volume (newspapers) by language
Other languages,
38%

Hindi, 37%

) 4

English, 25%

In terms of volume, Hindi newspaper publications continued
to lead with 37% of total ad volumes, while the share of
English publications stood at 25%, as against 34% and 27%
respectively in 2017.

Advertising volume (magazines) by language

Hindi, 8%

Malayalam,
Other 9y,
languages,
29%

English, 54%

English magazines continued to dominate magazine ad
volumes with a 54% share, followed by Malayalam magazines
with 9% share”. The four south Indian languages contributed
21% of total magazine ad volumes.

—
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Regiona| Ianguages Continued tO Despite the above, as of March 2018, 46% of the total
. 8 registered publications devoted 60% and above space to
grow their ad volumes advertisements®.

Advertising volume growth by language Percentage of space on
advertisements

Number of publications

Kannada 8%
60% & above 3,735
Assamese
Hindi 40% to 59% 1,048
Oriya
Marathi Below 40% 3,418
Urdu Total 8,201
-1%
-1% Wl Gujarati .
39— TelugU 37% of ad vollt(J)mes drove
-3% s Bengali performance
-4, — Tamil 37% of ad volumes had incentives, offers or promotions,
-6% e Punjabi with an intent to drive sales for advertisers. This indicates
.50 m— Malayalam a clear t'llt towards performance adygrhsmg through print.
) Integrating a return path through digital or telephony could
7Y —English enable better ROl demonstration to advertisers. Instances of
advertisements with QR codes or digital coupons increased
Kannada, Assamese, Hindi, Oriya and Marathi language and we expect to see more such digitally-integrated ad
publications increased ad volumes. Highest de-growth in formats in the years ahead.

advertising volumes was noted in English and Punjabi, where
affluence rates could have resulted in migration of readers to
digital media. Reduction in Malayalam reflected the impact of
severe floods in Kerala during the festive season of Onam in
August 2018.

8. Pitch Madison Advertising Report 2019

9.  "Office of the Registrar of the Newspapers for India,- Press In India
highlights-Mar 2018 (http://rni.nic.in/all_page/press_india.aspx)

10. TAM AdEX data



Print ad revenues were driven
largely by FMCG and auto??

Ad spends by sector

FMCG 14%

Others, 41%
Auto, 14%

Education, 10%

BFSI, Retail, 6%
4%  Clothing, Real estate &
fashion  Allied
jewellery, sectors, 6%
5%

FMCG and auto were the largest contributors to print
revenues, with a contribution of 14% each, followed by
education at 10%. Telecom, BFSI and travel and tourism
categories have de-grown in 2018. It is significant that
despite the sluggish real estate sector and RERA related
hiccups, this category has maintained its 6% share.

While only four categories accounted for 75% of television
advertising, 13 categories contributed the same percentage
to print advertising, demonstrating that print is less
vulnerable to any single category de-growth?2. In addition,
regional print has a higher percentage of retail and local
advertisers, whose spends align with Real GDP growth.
Consequently, regional print stays more resilient to
advertising fluctuations.

11. Pitch Madison Advertising Report 2019

12. Pitch Madison Advertising Report 2019

13. Industry discussions; EY analysis of revenues

14. "Office of the Registrar of the Newspapers for India,- Press In India
highlights-Mar 2018 (http://rni.nic.in/all_page/press_india.aspx);
industry discussions

15.  https://cablequest.org/index.php/news/national-news/item/12397-govt-

not-to-advertise-its-tender-news-in-print-media-anymore

Importance of events increased

Some of the largest event companies in India are print
companies. The print + live + digital media combination
provides a cost-effective way to reach audiences. Print
companies with defined target audiences - particularly
magazines - are able to generate a significant portion of
their revenues from events.

National publications conducted 1,000 events during the
year while regional players reached 400 events in some
states. We noted cases where events-led ad revenues
reached 15% of total ad revenues?3.

Government tender ads were no
longer mandated in print

19% of the total registered publications derived more than
75% of ad revenues from government advertisements (which
include tenders) and 45% of them derived up to 25% revenue
from government advertisements!4.

In May 2017, the Ministry of Information and Broadcasting
had issued an advisory stating that the amended General
Financial Rules 2017 had done away with the need for
publishing advertisements in newspapers for procurement
of goods and services. Thus, the government no longer
must advertise its tenders in the print media. Instead the
advertisements are placed on an e-portal. This led to a sharp
fall in tender advertising. However, many industry players
believe that the tender business will be revived in 2019 as
print tenders are more efficient!®.
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Circulation revenues

Circulation revenues grew 1.2%

Circulation revenues grew marginally by 1.2% in 2018 to
reach INR88.3 billion due to low growth in overall newspaper
paid circulation numbers, static or marginal increases in
cover prices, and a 15% fall in magazine circulation revenues.

Circulation revenues continued to contribute about 29% of
revenues of the print segment. Different companies fared

differently in 2018 with regards to circulation. For the top
players, circulation revenues formed 20-22% of their total
revenues from the print segment?é,

Registered publications in India
grew by 3%?’

Language Mar 2017 Mar 2018 Percentage
Hindi 46,587 47,989 3.01%
English 14,365 14,626 1.82%
g::;eurages 53,868 55,624 3.26%
Total 114,820 118,239 2.98%

Number of registered publications

The number of registered publications grew to 118,239

in 2018, from 114,820 in 2017 as per RNI data for the
year ended March 31, 2018. Uttar Pradesh (17,992) and
Maharashtra (16,241) had the highest number of registered
publications.

16. EY analysis of listed companies and other large print media companies

17. "Office of the Registrar of the Newspapers for India,- Press In India
highlights-Mar 2018 (http://rni.nic.in/all_page/press_india.aspx).

18. EY analysis ABC data for Jan-Jun 2018 vs. Jan-Jun 2017, like to like
editions

Circulation grew marginally

Newspaper circulation grew 2% as per ABC
data'®

Based on Audit Bureau of Circulations (ABC) data for the
period January to June 2018, circulation copies grew by
around 2% across languages, when compared to January to
June 2017.

Hindi publications contributed 45% of total
newspaper circulation

Contribution of languages to total circulation

Others, 13%

Hindi, 45%
Malayalam, 3%

Urdu, 6%

Marathi, 6%

Telugu, 7%

Gujarati, 7%

English, 12%
Source: RNI

Hindi led with 45% of total circulated copies, followed by
English, a distant second at 12%. Share of claimed circulation
of regional language papers increased 4% over 2017.
Publishers we met had implemented initiatives to increase
the reach of their editions into new towns and villages, many
of which continue to remain underserved.



Magazines were impacted in 2018%*°

Jan to

Rank Magazine June JuI;(:::_IDec Ch?/nge
2018 :

p  Yanitha 406,957 482,707  -16%
(Malayalam)

2 Annadata 316,470 319,668 1%
(Telugu)

3 Orehlakshmi 503886 305654 1%
(Hindi)
Malayala

4 Manorama 280,130 304,591 -8%
(Malayalam)
Saptahik

5 Bartaman 144,814 144,113 0%
(Bengali)
Total 1,452,257 1,556,733 =%

Circulation copies in units

The top five magazines lost 7% in terms of circulated copies.
Overall, the magazine segment was led by general interest
magazines. B2B magazines in general continued to be
circulated at nominal cover prices, or for free, to a targeted
base of readers, forming meaningful communities for
advertisers.

19. ABC data (Jan-Jun2018; Jul-Dec2017)

20. https://qz.com/898434/time-inc-time-is-bringing-more-breaking-news-
to-print-to-keep-its-magazines-relevant-at-newsstands/

21. https://www.crisil.com/en/home/newsroom/press-releases/2018/09/
rise-in-newsprint-cost-to-lower-profitability-of-print-media-companies-
by-400-bps-this-fiscal.html

22. https://bestmediainfo.com/2018/04/in-depth-print-profitability-takes-a-

beating-as-newsprint-prices-soar/
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Need to revive newsstand sales

Print media has always performed well in India, mainly as

it is delivered each morning to homes. These subscribers

are loyal and tend to continue their subscriptions due to
ease and habit. However, there is a clear need to revive
newsstand sales, where sales depend on breaking news and
we can expect to see innovation in cover design, point of sale
materials and bundling to enable this change in the next few
years.

Drew Wintemberg, president of Time's retail division believes
that retail customers are different from subscribers, who are
generally loyal to specific titles. Newsstand shoppers, on the
other hand, are drawn to topics and individual issues. Time
is also considering how to better leverage breaking news in
print2°,

Cover prices increased

Cover prices were gradually increased by some publishers,
with mixed results. Generally, there was an impact of
circulation but the total subscription revenues increased on
an overall basis.

Given the stagnation in circulation numbers, one option for
the industry would be to increase cover prices, especially
given rising newsprint prices. Newspapers may need to
increase prices by INR1.25 per copy to offset the impact of
falling circulation and increasing newsprint prices, despite ad
growth??,

However, a cover price increase is always a tricky option
because the acceptance of cover price increases may impact
newsstand sales and in a competitive context, unless all
newspapers raise their prices, it would harm readership and
circulation??.

—
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No update in readership numbers

There has been no readership survey released after the IRS
2017 data we captured in last year's report.

245 million individuals consumed
news online?3

2018 witnessed a 40% growth in digital news consumers
over 2017 when around 180 million people consumed news
online. Page views grew 59% over 2017. Average time spent
was around 8 minutes per day in 2018.

Growing online readership in regional markets led to the
launch of several regional news products:

Indian Express launched a Bengali news platform, in
addition to its existing news portals in Malayalam and
Tamil language?*

News18 launched news on its platform in Bengali,
Urdu and Gujarati®®

Financial Express launched the Hindi version of its
website; as part of its broader strategy to grow its lan-
guage portfolio, the company plans to launch websites
in Tamil, Telugu, Kannada and Bengali®®

Newsable, the online news brand of Jupitar Capital,
launched products for South Indian audiences

Further, print media companies have begun providing
advertisements in local languages on regional web-sites in
order to better their performance?’.

However, digital news has faced issues around fake and
planted news and given this scenario, platforms providing
curated news have earned increased trust from readers

as compared to platforms without content review and
control facilities. News brands are stressing these facts

to advertisers to try and garner a higher share of their ad
revenues, because the paid online news subscription model
has not grown significant in India.

23. Data provided by Times Internet Limited, Television18; EY analysis

24. "“Indian Express Group launches Bengali news website ieBangla,”
MediaNama, https://www.medianama.com/2018/04/223-indian-
express-launches-iebangla/, accessed on 14 December 2018

25. “Indian Express Group launches Bengali news website ieBangla,”
MediaNama, https://www.medianama.com/2018/04/223-indian-
express-launches-iebangla/, accessed on 14 December 2018

26. "The Financial Express launches a Hindi website,” MediaNama, https://
www.medianama.com/2018/01/223-financial-express-hindi-website/,
accessed on 14 December 2018

Print margins were
stressed in 2018

The Indian print segment imports more than 50% of its
newsprint consumption, mainly from the US, Russia and
Canada. Rising newsprint prices and a depreciation in

the value of the Indian Rupee led to pressure on print
sector margins in 2018. Operating margins of print media
companies declined by over 400 basis points during 2018
due to rise in cost of newsprint, which accounts for 35-45%
of their total costs?®. Prices have stabilized in 2019 with
petroleum prices again falling.

Many print companies focused on cost management in
2018. Some key themes included reducing pagination /
circulated copies, use of lower GSM newsprint, automation of
manual processes, reduced marketing and free copies (which
were over 5% 2°) and other initiatives. Given that newsprint
prices have reduced while cost efficiencies will continue,
margins could improve in 2019,

27. "Indian Express Group launches Bengali news website ieBangla,”
MediaNama, https://www.medianama.com/2018/04/223-indian-
express-launches-iebangla/, accessed on 14 December 2018

28. EY analysis; industry discussions

29. ABC circulation data Jan-June 2018

30. CRISIL press release 2019, “Print media companies set to turn around
next fiscal”



Future outlook

2019 will be better

The print segment will benefit from the upcoming elections
in 2019, particularly on the back of the over 20% DAVP rate
increase. In addition, the stabilization of newsprint prices
will also protect margins. On the flip side, the impact may
be subdued because of advertising budgets being diverted
towards impact properties like the IPL and the ICC Cricket
World Cup. We expect print companies to create online +
offline properties around sports to attract some of these
advertising spends.

Cover prices will need to increase

Subscriptions and cover prices for newspapers will need to
be increased to sustain growth. Print companies can no
longer count on subsidizing newspaper costs through largely
advertising revenues, as they have been flat and under
pressure from other media. Any further depreciation in the
Rupee or appreciation in newsprint prices will also need to
be factored in. The only alternative will be to increase cover
prices, primarily through subscription drives.

The pitch will tilt towards
performance

Print companies will tilt their sales pitch towards
performance, linking physical space sales with digital
inventory, activations (both physical and digital), interactive
concepts, digital couponing, etc. This will provide increased
consumer data as well as a competitive plank to grow share
of print in total advertising. There is a need for the print
segment to evangelize its benefits and strengths and the to-
be-released Indian Readership Survey can be used as a good
platform for the same.

Ooceee 63 !

Global trends

Digital subscription is growing

For leading publishers with must-have content, digital
subscription revenue is providing some offset to lost ad
sales. They have established premium paywall models,
despite the inevitability that paywalls often shrink the overall
audience size. On the flip side, digital subscriptions also
reduce subscriber churn and allow publishers to compete
effectively on ad rates by offering targeted audiences.

Publishers are creating a portfolio
of communities

Consolidation is occurring across the landscape as publishers
seek scale to fill gaps in their portfolios, expand offerings
and enhance customer base. Portfolio approach is driving
the creation of a bouquet of monetizable communities, and
generating revenues from those communities not just across
print and digital, but across e-Commerce, events and other
transactions.

Focus on operating efficiencies is
increasing

To achieve operating efficiencies and improve margins,
publishers are rethinking every aspect of their operations.
They are strengthening their core by experimenting with Al
journalism, templatization, multi-media reporters, content
analytics, stringer platforms (like stringr.com, StringersHub,
etc.) and other technologies to enhance news production and
delivery. Publishers are also re-thinking the create-curate
news mix and streamlining current operations by divesting
non-core assets.
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Top 5 cateqgories contributed

60% share of advertising volumes
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Top 5 states contributed nearly 50% of newspaper
advertising - of which three states were from south India

® Maharashtra
Uttar Pradesh
Tamil Nadu

m Karnataka

® Andhra Pradesh

m Rajasthan

® Punjab/Chandigarh
Gujarat

m Madhya Pradesh

m Delhi
Others (13)

English magazines Hindi and English newspapers

contributed 54% of total . together contributed more than 60%
magazine ad volumes of advertising volumes in 2018

Rank P:'abr::::::’en % Share Rank P:'abl:::::;? % Share

1 English 54% 1 Hindi 37%

2 Malayalam 9% 2 English 25%

3 Hindi 8% 3 Marathi 9%

4 Bengali 6% 4 Telugu 6%

5 Tamil 6% 5 Tamil 5%

6 Gujarati 6% 6 Gujarati 4%

7 Kannada 4% 7 Kannada 4%

8 Marathi 3% 8 Malayalam 3%

9 Telugu 2% 9 Oriya 3%

10 Punjabi 2% 10 Bengali 2%

All data has been provided by AdEX India (A division of TAM Media Research) and is based on their research. It has
not been validated by EY, and presented in summary form for representation purposes only.



National magazines contributed 55% of overall
Magazine advertising volumes in 2018
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Girish Agarwal D. D. Purkayastha

Promoter Director, DB Corp Ltd.(Dainik Bhaskar Group) Managing Director & CEO, ABP Pvt. Ltd.

Credibility and trust are unique assets of print, will continue The print ad revenue growth decline is an opportunity for
to be highly relevant to the consumer and the advertiser. regional print. The regional ad market was not fully tapped
We continue our trajectory of growth by keeping the reader since national ad revenue was growing at a healthy rate.

at the core of our activities and singlemindedly winning
markets on circulation. Advertising follows.

ETET) ® Anant Goenka

CEO, Bennett Coleman & Co. Ltd. (Times Group) Executive Director, The Indian Express Pvt. Ltd.

The ability of print to provide a physical form of brand Print remains to be the most high impact, credible medium.
immersion is critical for success in the future. The industry must hold on to this credibility. Future proofing

is to make the print reader pay for the product rather than
subsidizing the experience with advertising. And the more
loyal our reader the more we can charge the advertiser.



Jayant Mammen Mathew
Executive Editor & Director, Malayala
Manorama Co. Ltd.

2018 was one of the most challenging years for media in
Kerala as we dealt with the unexpected floods during Onam,
the largest advertising spending month for us. However,
2019 is expected to be much better as newsprint prices
stabilise, and we expect an uptick in advertising revenues
starting with elections. Certain key digital initiatives will
reduce the dependencies on manual intermediaries. E-papers
in Kerala are already on a paid subscription model and we
hope to monetise the reader’s increasing willingness to pay
for quality editorial content. After elections we hope the
economy gets a much needed boost.

Rishi Darda
Editorial & Jt. Managing Director, Lokmat

Regional Print continues to drive growth for the industry
as more and more marketers look beyond metros into Tier
2 and Tier 3 and the rural landscape. The pick up in rural
demand backed by farm loan waivers and cash subsidy
further augurs well for regional print.
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Sanjay Gupta
CEO, Jagran Prakashan Ltd.

In contrast to rest of the world, India is still underserved
on the advertising front. With rising affluence levels, we
see a surge in competition for the ever-expanding market.
This would translate into increased ad spends powered by
greater innovation in Print.

® Anant Nath
Director, Delhi Press

As magazine brands evolve to take on new formats, if they
continue to adhere to robust editorial processes, they will
enjoy credibility, and therefore respect and value, amongst
readers and advertisers alike.
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Rajiv Lochan
Managing Director & CEO, The Hindu Group

Print is enduring, trusted and best understood. It has and

will stand the test of time with readers and advertisers alike.

| daresay fake news and digital entertainment will only
reinforce the unparalleled durability of print over other
media #PrintlsForever!!

Karthik Balakrishnan
Chief Executive Officer, The Printers (Mysore) Pvt. Ltd.

The year 2018-19 was a very tough year for the print media
industry, with simultaneous pressures on both, costs and
revenues. This year, arguably, will come to be seen as the
year in which an irreversible structural transformation of
the industry was set in motion. The Print media industry is in
the midst of a structural transformation, of the kind we have
witnessed in the West. The rules of the game are changing
significantly and this calls for newer business models. Print
will continue to exist, but in a different form - it will move
from being a mass product into several niches.
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Key messages

Indian film segment was propelled by digital / OTT rights and
overseas theatricals

>

>

>

It grew by 12.2% in 2018 to reach INR174.5 billion

Growth was driven by Digital / OTT rights which grew 59% and
overseas theatricals which grew 20% from 2017

The home video segment continued to witness a decline

Domestic theatrical revenues crossed INR10O0 billion

| 2

Multiplexes drove the screen count up to 9,601, though single
screens continued to reduce

Top studios bet on the regional cinema market for production and
distribution of films

1,776 films were released; maximum films were released in
Kannada (243)

With NBOC of INR35.2 billion, 2018 recorded the highest
collections ever for Hindi theatricals at the box office

Thirteen films joined the INR1 billion club

The NBOC of Hollywood films in India (inclusive of all their Indian
language dubbed versions) was INR9.21 billion

Overseas theatricals market grew due to more film releases in China

>

>

>

It grew to INR3O0 billion from INR25 billion in 2017

Highest number of film exports were to the Gulf region, though USA
and Canada generated the highest revenues (outside of China)

China became the largest international market for Indian content,
with 10 films releasing during the year



Broadcast rights market continued to grow as movies contributed
24% of television viewership

» Rights grew from INR19 billion in 2017 to INR21.2 billion in 2018

Digital rights redefined the greenlighting process

» They grew from INR8.5 billion to INR13.5 billion as online platforms
invested heavily in exclusive film rights and premium windowing

» The digital-only film market came into existence

In-cinema advertising grew to INR7.5 billion in 2018 on the back of

growing multiplex screens

India has the potential for up to a million film tourists by 2022

» Film tourism could generate revenues of up to US$3bn, though it
needs policy change and investment

Future outlook

» Global OTT platforms will help to take Indian content - dubbed and /
or subtitled - to a wider international audience

» Until there is consolidation in the OTT space, content production
houses will continue to benefit from the dual tail winds of increased
demand and higher rates

» There is a need for low-end multiplex chains to cater to growing
middle classes
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Filmed entertainment
grew 12.2%

Revenues 2017 2018 2019E  2021E
Domestic 963 1021 1100  130.0
theatricals

Overseas 25.0 30.0 35.0 45.0
theatricals

Broadcast 19.0 21.2 23.0 26.0
rights

izl @y 8.5 135 17.0 24.0
rights

In-cinema 6.4 75 9.0 11.0
advertising

Home video 0.3 0.2 0.2 0.1
Total 155.5 1745 1942  236.1

INR billion (Gross of taxes) | EY analysis

The Indian film segment grew by 12.2% in 2018 to reach
INR174.5 billion. The growth was driven by digital / OTT
rights which grew 59% and overseas theatricals which grew
20% from 2017. The home video segment continued to
witness a decline.

Domestic theatricals

Film releases declined marginally

1,776 films were released?

1,776 films were released in 2018 as compared to 1,807
films in 2017. The highest number of films were released in
Kannada (243).

238 Hindi films were released in 2018 as compared to 288
films in 2017. Despite a decline in the number of films,
the year 2018 turned out to be a successful year for the
Hindi theatricals segment in terms of the box office with
films entering the INR1 billion club almost every month.
With NBOC of INR35.2 billion, 2018 recorded the highest
collections ever for Hindi theatricals at the box office?.

Hindi films contributed approximately 42.1% of the NBOC,
despite comprising only 13.4% of the films released. Films in
other regional languages accounted for approximately 81%
of the films released and they contributed approximately
46.9% to the annual domestic box office collections.
Hollywood and international films comprised the balance3.

Fewer dubbed films were released

41 dubbed films were released in 2017, while just 34
dubbed films were released in 2018%. A notable dubbed film
of the year 2018 was 2.0, a Tamil language science fiction
action film which was shot entirely in 3D. The film released
worldwide in both 3D and conventional format along with

its dubbed versions in Hindi and Telugu. The film is set to
release in China in June 2019 in 10,000 theatres with
56,000 screenings, which includes 47,000 3D screenings,
reportedly the largest release ever for an Indian film in the
country. The film will be released as dubbed and subtitled in
Mandarin®.

Film length declined marginally, again

Compared to 2017, the average film duration reduced
marginally. The average length of the 10 longest films in
2018 comes to 2.45 hours vis-a-vis 2.56 hours for 2017. In
2018, just one film crossed the 3-hour mark as compared to
five films in 2017¢.

Number of screens

Screens grew to 9,601

9,481 9,530 9,601

2,450 2,750 2,950

2016 2017 2018

mSingle Screens = Multiplexes

UFO Moviez Data

=

Box Office India
EY Analysis, UFO Moviez data and Box Office India
EY Analysis and Box Office India
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https://www.timesnownews.com/entertainment/south-gossip/article/
rajinikanth-akshay-kumar-s-2-0-to-release-in-china-in-may-19-to-be-
widest-3d-release-for-a-foreign-film/326097 EY Analysis

6.  EY analysis based on Industry discussions; UFO Moviez data

7. UFO Moviez data



Rapid urbanization has resulted in increased demand for
modern cinema screens featuring quality infrastructure,
latest audio-visual systems, multiple F&B offerings, etc.
While new age multiplexes are at the forefront of providing
such enhanced facilities to patrons, some of the single-
screen cinemas are slowly revamping themselves to stay

in the game. However, on an overall basis, the count of the
single-screen cinemas continued to reduce with its share

in total screens being 69% in 2018 vis-a-vis 71% in 2017.
Reduction in single-screen cinemas was off-set by increase in
multiplexes, with the total screen count showing a marginal
growth.

Multiplexes contributed around 55% to the domestic
box office collection®

Screen count of leading multiplex chains

748
546
425
350
PVR Inox Leisure  Carnival Cinepolis
Cinemas Cinemas India

Multiplexes have been the key contributors to the growth
of Indian cinema. Multiplexes contributed around 55% to
the domestic box office collection in 2018 with the rest
coming from single screens®. The top four multiplex chains
accounted for around 41% of domestic box office collection
and 22% of total screen count?°.

Multiplexes have been adding around 200-250 screens
annually over the last few years and the trend is expected
to continue going forward. New multiplex screen additions
will happen in both metros and non-metros. Expanding city
boundaries and real estate development provide impetus
to screen additions in metros. In non-metro cities, screen
expansion has been more in areas with higher population
density and large catchment areas.

8. FY19 Inox Leisure investors report, Industry discussion conducted by
EY, “Cinepolis India to infuse Rs 1,500 cr for 500 screens”, https://

economictimes.indiatimes.com/industry/media/entertainment/cinepolis-
india-to-infuse-rs-1500-cr-for-500-screens/articleshow/65834010.cms,

accessed on 26th February 2019
9.  Industry discussions conducted by EY

10. EY Analysis
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Cinema exhibition dynamics are different in South India
as compared to the rest of India. With a strong content
supply in four to five languages and wider appeal across
demographics both single-screens and multiplexes

have been attracting higher footfalls resulting in better
realizations and higher operating cash flows. Some

of the single-screen operators are also investing this
additional cash flow back into the business towards
renovations or upgradation to keep up with multiplexes.

India’s screen count is still lower than large
international markets!

Screen count in India, China and US

55,623
50,776
41,179 40,604 40,246 40,837
9,481 9,530 9,601
2016 2017 2018

India mChina mUS

Despite producing amongst the most number of films in the
world, India has less than 25% of the number of screens as
compared to China or US. China has been adding cinema
screens at a CAGR of over 16% over the last two years.

11. Source: "National Association of Theatre Owners”, http://www.
natoonline.org/data/us-movie-screens/, accessed on 26th February
2019; https://www.statista.com/statistics/279111/number-of-cinema-
screens-in-china/; accessed on 26th February 2019; “Chinese Cinemas
Continue Strong Growth in First Half of 2018", https://celluloidjunkie.
com/2018/07/04/chinese-cinemas-continue-strong-growth-in-first-half-
0f-2018/, accessed on 26th February 2019
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Screens per million of population
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Source: Inox Leisure November 2018 investor presentation

India’s screen count remains low primarily due to

lack of cinema penetration in tier-ll, tier-lll and tier-

IV markets in India. This presents a large untapped
potential for the Indian film segment. Increased
governmental assistance, urbanization and higher
consumption going forward could pave the way for
exhibitors to invest more in such under-served areas.
Higher access to cinemas across the country could
attract increased investments in film content production
thereby enhancing domestic box office collections.

Exhibitors continue to focus on premium cinema
formats

Multiplex operators have moved towards offering premium

entertainment experiences from just being content providers.

In 2018, film exhibitors considerably scaled up their
premium cinema formats to offer a mix of “exhibition” and
“hospitality” experience with deep audience engagement.
Additionally, operators are retro-fitting new experiences
at existing locations to increase same-store growth. Some
operators are operating a mix of regular, luxury and kids-
focused screens in a single property to cater to a wider
audience and thus increase the property-level occupancy.

12. Sources: PVR Cinemas investor report; Inox Leisure investor report
13. PVR Cinemas August 2018 Investor Presentation

14. “Carnival to manage Maharashtra-based E-Square's theatres”, https://
economictimes.indiatimes.com/industry/media/entertainment/
carnival-to-manage-maharashtra-based-e-squares-theatres/
articleshow/64475284.cms, accessed on 26th February 2019

New screens opened during 2018

20
11
47
PVR Inox

m Other screens Luxury format screens

Source: Investor presentations of PVR and Inox and industry discussions

In 2018, out of 73 screens opened by PVR Cinemas,
20 screens were premium screens (Gold class, IMAX,
4DX, PXL, Playhouse). Similarly, INOX leisure opened
11 premium screens (Insignia, Onyx, IMAX, Club
Class, Kiddles) out of the 58 total new screens*?.

These luxury formats feature 4K digital projector systems,
Dolby surround sound system, premium lounges and
leather recliners and on-seat service of gourmet food
from live kitchens curated by world renowned chefs.
These screens have become an alternate celebration
place with food and entertainment in one place.

Consolidation

The industry witnessed further consolidation in 2018,
when PVR Cinemas acquired SPI Cinemas Ltd. SPI
Cinemas is a leading regional cinema player operating
over 76 screens, largely in South India, including the iconic
Sathyam Cinema, a household name in Chennai. With

this acquisition, PVR Cinemas further strengthened its
presence in South India having 35% screen portfolio*3.

Continuing its inorganic growth strategy, Carnival Cinemas
took over the operations of Maharashtra based E-square
Cinemas in June 2018. E-square Cinemas operates 37
screens across Maharashtra. The acquisition was a part

of Carnival's asset-light model wherein they took over the
operations without outright acquisition of the company?*4.



Overseas expansion

In July 2018, Carnival Cinemas signed the largest

overseas acquisition deal for any Indian multiplex. The
company entered into a definitive agreement with Elan
Group to acquire Novo Cinemas, which operates 104
screens in the UAE and Bahrain. Carnival Cinemas has

been strengthening its foothold in other markets such as
Singapore as a part of its international expansion strategy?®.

Domestic theatrical revenues
crossed INR10O billion

The domestic theatrical market grossed INR102 billion in
2018, up from INR96 billion in 2017. This amount does not
include F&B revenues which are estimated at INR20 billion
by us.

Thirteen Hindi films joined the INR1 billion clubt®

9
8
7
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Source: Investor presentations of PVR and Inox and industry discussions

13 Hindi films entered the coveted INR10O crore club in
2018, which is the highest ever. There were nine such films
in 2017. The film Sanju emerged as one of India’s all-time
blockbusters earning INR3.34 billion at the box office
followed by Padmaavat, Simba, 2.0, Race 3, Baaghi 2, Thugs
of Hindustan, Badhaai Ho, Stree, Raazi, Gold and Sonu ke
Titu ki Sweety.

Apart from these, films in regional languages such as 2.0,
KGF Chapter 1, Rangasthalam, Bharat Ane Nenu, Kaala,
Arvindha Sametha Veera Raghava and Geeta Govindam
had worldwide collections exceeding INR1 billiont”.

15. Carnival Group to acquire Qatar's multiplex chain from Elan Group”,
https://economictimes.indiatimes.com/industry/media/entertainment/
media/carnival-group-to-acquire-gatars-multiplex-chain-from-elan-group/
articleshow/65058481.cms, accessed on 26th February 2019.

16. https://boxofficeindia.com/years.php?year=2018&pageld=4, accessed
on 17 February 2019 and Box Office India report dated 5 January 2019

17.  https://m.imdb.com/list/Is021545487/ accessed on 25 February 2019

18.  Source: https://boxofficeindia.com/years.
php?year=20172018&pageld=4, accessed on 17 February 2019 and
Box Office India analysis

19. https://boxofficeindia.com/years.php?year=2018&pageld=4 , accessed
on 17 February 2019 and Box office India report dated 5 January 2019.

Domestic NBOC - top 50 Hindi movies (INR billion)
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The top 50 Hindi films contributed approximately 98% of the
total Hindi NBOC, while the top 10 Hindi films contributed to
52.5% of total Hindi NBOC*8.

The top 10 Hindi films of 2018 earned a revenue of INR18.5
billion, which averaged a substantial INR1.85 billion per film
and those in top 50 have a decent INRO.69 billion per film.
Other releases had a meagre average of INR4.4 million per
film?®°,

Language trends

Bollywood films

The top three films did not have big stars

The year 2018 proved that unconventional and
experimental movies packed with good content and powerful
performances can achieve commercial success even without
big actors backing them. The success of films like Badhaai
Ho, Andhadhun, Stree and Raazi proved that moviegoers are
looking for a fresh plot, stories with a twist and are rejecting
content that is mediocre.

The biggest Bollywood stars did manage to pull moviegoers
to theatres but the content could not keep them engaged
for too long. It is the first time in the last 12 years that the
biggest Bollywood stars did not find a place in the top three
positions of box-office collections. Contribution of big star
cast films to box office collections of the top 25 movies
dropped to 23% in 2018, as compared to nearly 50% three
years ago. 2018 could very well be the year which sets

the trend of content films being a norm rather than an
exception?°,

Women themed films were successful

The year 2018 was also a turning point where better
characters were chalked out for women. More and more
mainstream films with strong female protagonists were
produced and were well received by moviegoers.

20. Industry Analysis and https://www.timesnownews.com/entertainment/
box-office/article/for-the-first-time-in-last-12-years-no-bollywood-khan-
is-among-the-top-three-spots-of-the-box-office-ladder/342825 and
https://economictimes.indiatimes.com/industry/media/entertainment/
how-big-stars-are-dimming-in-bollywood-biz/articleshow/67698649.
cms accessed on 17 February 2019
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2018's Raazi starring Alia Bhatt was one such film.
Raazi is not the kind of film which effectively talks about
women empowerment or feminism through its narrative.
Its strength lies in how it replaces the decades-old

male hero with a heroine that is equally formidable.

Apart from Raazi, films like Hitchki, Veere Di Wedding
and Pari proved that films are being written keeping
female characters in mind for lead roles?!.

With so much conversation around gender pay gap,
Deepika Padukone reversed the wage gap with Padmaavat.
For the first time in Indian cinema, an actress was

paid more than her male co-stars in the film?2,

Small budget films made a digital debut

2018 saw Indian filmmakers releasing small budget films
first on digital platforms such as Netflix and Amazon. The
logistics of Indian film production, distribution and marketing
make a theatrical release for a small budget film an unviable
proposition. With the wide reach - and heavy marketing - of
digital platforms across all age groups, especially youth,
digital releases for a certain set of films ensures that
producers do not shell out big amounts for distribution and
marketing of the films. In 2018, Netflix released its first
original film in Hindi, Love Per Square Foot which was much
acclaimed by audiences. Apart from this, certain other films
such as Lust Stories, Once Again and Brij Mohan Amar

Rahe are some examples of movies that decided to take the
digital route instead of opting for a theatrical release?3.

Hollywood films

2018 was a blockbuster year for Hollywood films in India. A
decade ago, Hollywood films contributed about 3-4% of the
total business in the country. The figure was around 10% in
2018. Most Hollywood films release in at least three local
languages -- Hindi, Tamil and Telugu - which make up 50-60%
of Hollywood revenue in India?*.

21. https://indianexpress.com/article/entertainment/opinion-
entertainment/veere-di-wedding-raazi-hichki-women-centric-
films-5199734/ accessed on 17 February 2019

22.  https://www.hindustantimes.com/bollywood/with-rs-13-crore-deepika-
padukone-paid-more-than-ranveer-singh-shahid-kapoor-for-padmavati/
story-iSwbddHscOvmK50CV8MSEM.html accessed on 25 February
2019

23.  https://www.livemint.com/Consumer/iMAMWFcgXUOOpI1rGBNroN/
Indian-filmmakers-go-digital-for-small-movies.html accessed on 17
February 2019

24.  https://www.livemint.com/Consumer/
0ZGGbANPOWV1GwhWBBNuUNK/2018-a-blockbuster-year-for-
Hollywood.html accessed on 11 February 2019

25. UFO Moviez data

26.  https://www.livemint.com/Consumer/
0ZGGbANPOWY1GwhWBBNUNK/2018-a-blockbuster-year-for-
Hollywood.html accessed on 11 February 2019

NBOC of top 10 Hollywood films (INR billion)
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98 Hollywood films were released in 2018, as compared

to 105in 2017%. Hollywood saw big franchises get bigger
at the Indian box office. The NBOC of Hollywood films
(inclusive of all the Indian language dubbed versions) in
India was INR9.21 billion. The year 2018 was exceptional
due to one big title, Avengers: Infinity War. Almost one-
fourth of the NBOC of Hollywood, INR2.22 billion, came
from the Marvel superhero film that is currently the highest
grossing Hollywood film of all time in India. A blockbuster
like Avengers was equal to two decent-sized Hollywood hits.
In contrast, the biggest Hollywood hits of 2016 and 2017,
fantasy adventure The Jungle Book and action film Fast and
Furious 8, had made INR 1.88 billion and INR 0.86 billion,
respectively.

2018 also saw some other movies which made good box
office collections. These include science fiction adventure
Jurassic World: Fallen Kingdom (INR826 million), Tom
Cruise's action spy film Mission: Impossible-Fallout (INR802
million), X-Men series instalment Deadpool 2 (INR580
million), DC superhero film Aquaman (INR526 million)

and Marvel's other superhero film Black Panther (INR525
million). More and more Hollywood content is being released
in India and the interest in the segment has also increased
over the years. Dubbing in multiple regional languages has
helped Hollywood movies reach a wider audience. Unlike a
decade ago, medium-sized films were released in India. Some
examples are Mamma Mia and Bohemian Rhapsody.

Hollywood films now release on the same day and date in
India as the rest of the world, if not before. The success of
recent years has established India as a very lucrative market
for global studios?.



Regional films

In 2018, the top mainline studios continued to bet on the
regional cinema market for production and distribution of
films since the demand for local content is on the rise.

Zee Studios announced in March 2018 that it planned to
produce 10-12 films entailing a working capital investment
of INR1.50 billion. It planned for a mix of Hindi and regional
cinema?’. Karan Johar's Dharma Productions made a
Marathi film, Bucket List with Madhuri Dixit. Viacom18
Motion Pictures released its first Marathi film Aapla Manus
in partnership with Ajay Devgan FFilms, which marked
actor Ajay Devgan's foray into the regional film segment

as a producer?8. Viacom18 released the Tamil film Karthi
and partnered with Vyjanthi Movies for the Telugu film
Devdas. It also released Marathi films such as Cycle and Dr
Kashinath Ghanekar and the Punjabi film Nanak Shah Fakir?°.

Apart from mainstream studios, several leading actors are
foraying into regional movies. Ritesh Deshmukh has his
production house Mumbai Film Company which released
Mauli in December 2018. Priyanka Chopra's Purple
Pebble announced production of its tenth film - Paani in
2018. Purple Pebble under its banner has produced nine
regional films in last two years. From Marathi to Assamese
to Punjabi to Bhojpuri and even Sikkimese, Purple Pebble
has given regional films a new lease of life3°. Leading
actors such as Akshay Kumar and John Abraham also
produced regional films under their banner, namely
Chumbak and Savita Damodar Paranjape respectively.

Also marking its entry in the South Indian film market,
Anil Ambani's Reliance Entertainment entered into a joint
venture (JV) with Y Not Studios and AP International in
January 2018 for production of high-quality films for
the South Indian market. Y Not Studios, founded by S.
Sasikanth has produced 12 feature films in Tamil, Telugu,
Malayalam and Hindi, including Vikram Vedha in 201731,

27.  https://www.televisionpost.com/zee-studios-plans-to-produce-10-12-
films-a-year-with-rs-150-cr-investment/ accesses on 17 February 2019

28.  https://www.viacom18.com/media/viacom18-motion-pictures-
announces-its-first-marathifilm-of-2018-aapla-manus

29.  https://www.viacom18.com/media/Viacom18-studios-expands-its-
offerings-with-a-slate-of-17-upcoming-films-across-languages

30. https://www.indiatoday.in/movies/bollywood/story/why-indian-cinema-
needs-more-producers-like-priyanka-chopra-1239687-2018-05-23

31.  https://www.televisionpost.com/anil-ambanis-reliance-ent-forms-jv-
with-y-not-studios-ap-int-to-produce-films-for-south-india/
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Gujarati
Gujarati films are under a revival phase due to improvement
in production quality, increased use of technology, increased
film marketing and new subjects that cater to the young
and urban crowd. In 2018, Gujarati comedy, Shu Thayu?
made INR65 million within four days, with a nominal screen
count of 212 in the Mumbai and Gujarat circuit. Meanwhile,
the Hindi releases of the week, Sonakshi Sinha-starrer
Happy Phirr Bhag Jayegi and action thriller Genius, made
INR130 million and INR35 million from 1,550 and 800
screens respectively from a pan-India release. Shu Thayu
registered close to 90% occupancy from the first show
itself and exhibitors increased shows subsequently as
the Hindi films did not generate impressive footfalls.

International Gujarati Film Festival marked its debut in
USA in 2018 offering a breath of fresh air to Gujarati film
makers and the Gujarati movie industry as the festival
celebrates film content without language being a hurdle32.

Telugu
In 2018, 237 Telugu films were released. Telugu films are
watched by a lot of people not only in the Telugu-speaking
states but in the entire world as well. Telugu films had
several big box office releases that drew people to theatres.
Ram Charan starrer Rangasthalam was appreciated by the
audience and critics alike. It reportedly earned INR2.15
billion internationally with a budget of INR500 million3:.

Tamil
197 Tamil films were released in 2018. While big budget
films like 2.0 put Indian cinema in the global spotlight,
content based small budget films such as Pariyerum
Perumal, Raatchasan, 96 and Vada Chennai won critical
acclaim. The Tamil industry faced a 48-day shutdown
called by Tamil Film Producers Council resulting into
various movies stacked up for release. This ultimately
impacted the box office collections as excessive movie
supply left the exhibitors with no choice but to reduce
the screens or remove the movies altogether34.

32.  https://www.livemint.com/Consumer/KkkeVL2acx42yBgsi996enL/
Regional-films-continue-to-trump-Bollywood-offerings.html

33. https://www.google.com/amp/s/m.timesofindia.com/entertainment/
telugu/movies/news/top-5-highest-grossing-telugu-films-of-2018/amp_
articleshow/67301018.cms#ampshare=https://timesofindia.indiatimes.
com/entertainment/telugu/movies/news/top-5-highest-grossing-telugu-
films-of-2018/articleshow/67301018.cms

34. https://www.thehindubusinessline.com/news/variety/a-blockbuster-
year-for-the-tamil-film-industry/article25866196.ece
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Punjabi
50 Punjabi films were released in 2018, as compared to
40in 2017. 2018 is one of the most interesting years for
Punjabi Cinema in terms of the box office figures. So much
so that Punjabi films not only gave tough competition to
Hindi Films in Punjab, but also made a dent in the theatrical
collections of many Hindi films in the overseas market.
Carry on Jatta 2 had one of the best openings of the year,
with a gross collection of INR30 million on its first day in
India alone, while worldwide it's lifetime collection has been
over INR570 million. The second biggest opener was Gippy
Grewal's Mar Gaye Oye Loko. The box office collection of
Punjabi movies in 2018 was approximately INR3.3 billion3>.

Marathi
118 Marathi films were released in 2018. The Marathi
film industry is gaining recognition and acceptance
internationally, both for its content and the performances of
its actors.

Naal, directed by Sudhakar Reddy, is a film that emphasizes
the intricate nuances of a mother-son relationship. It was
well received at the box office and found critical acclaim

as well. It received the biggest opening at the box office
since Sairat, collecting INR140 million in just one week,
becoming this year's highest grosser3¢. Films such as

Naal, Pipsi, Cycle and Redu had deep village roots and

were different in content. In addition to rural themed

films, 2018 saw films which were set farther from village
life such as Aamhi Doghi, Gulabjaam and Maska3".

Kannada
2018 saw wider releases of Kannada films across the
globe. 243 Kannada movies were released in 2018.
The top five Kannada movies in 2018 are Khateyondu
Shuruvagide, Aa Karaala Ratri, Nathicharami, KGF and
Bhairava Geeta. KGF was also released in Hindi®.

KGF gained the fourth position among all South Indian
dubbed films after Prabhas's Baahubali series and
Rajinikanth's 2.0 in terms of box office collections. KGF was
released in five languages - Tamil, Hindi, Telugu, Malayalam
and Kannada. KGF is the first Kannada film to gross more

35.  https://ghaintpunjab.com/ghaintpunjab/Article/11187/top-punjabi-
films-2018-first-day-collections) and (https://mtwiki.blogspot.
com/2016/10/punjabi-all-movie-hit-or-flop-box-office.html)

36.  https://zeenews.india.com/regional/zee-studios-marathi-film-naal-
smashes-records-at-the-box-office-2158433.html

37.  https://timesofindia.indiatimes.com/entertainment/marathi/movies/
photofeatures/2018-hit-releases-of-marathi-film-industry/barayan/
photostory/64172695.cms

38.  https://timesofindia.indiatimes.com/entertainment/kannada/has-
2018-helped-widen-the-releases-of-kannada-films-across-the-globe/
articleshow/66265985.cms

39. https://www.businesstoday.in/trending/box-office/kgf-box-office-
collection-day-10-costliest-kannada-mvie-makes-rs-152-20-crore-
worldwide/story/305539.html

than INR1 billion and first to cross a mark of INR1.5 billion at
the global box office. KGF managed to earn INR1.52 billion
at the global box office within 10 days of its release°.

Convenience income provided a boost to profitability

Increasingly consumers are opting for online ticketing from
platforms such as BookMyShow, PayTM, etc. and cinemas’
own platforms as against buying tickets from the box office.
In recent years, over 50% of ticket sales for the top four
multiplex chains were conducted online“°.

The increasing penetration of online transactions is also
driven by offers and discounts being offered by online
ticketing aggregators that want to create a large, loyal
customer base for themselves. Multiplex chains and ticket
aggregators are offering cancellation with minimal or zero
cancellation fees to encourage customers to book more
tickets online.

Simultaneous release on OTT platforms has begun to
impact theatrical revenues for some films

Increase in content on OTT platforms has led to cancellation
of movie shows due to reduction in number of moviegoers.
This happened as these and several other films were made
available on OTT video streaming platforms simultaneously
or within days of theatrical release. OTT platforms also offer
an unmatchable convenience of consuming the content.
Consequently, multiplex owners in India are now insisting on
a longer window before films are streamed online*!.

GST relief on ticketing revenues was provided

In 2018, the government took steps to give impetus to the
Indian film industry. From 1 January 2019, the GST rate
on film tickets costing less than INR100 has been reduced
to 12% from 18% and the rate on tickets costing more than
INR10O has been reduced to 18% from 28%.

The art and cultural champion services sector was
positively recognized by the GST Council, which reclassified
entertainment services from the luxury and sin bracket of
taxation to the standard rate schedule. Industry experts
believe that lower ticket prices would attract more people
to cinemas which means more footfalls and increase in
occupancy levels. Collections would increase and overall
industry will see significant growth quantitatively and
qualitatively from 20194,

40. Industry discussions conducted by EY

41. https://www.livemint.com/Consumer/vCLS2PIssTsdNzKpuAaalJ/
Exhibitors-struggle-as-Bollywood-leans-towards-OTT.html

42.  https://www.news18.com/news/business/reduction-in-ticket-prices-to-
aid-cinema-industry-growth-says-mai-1981015.html



Key impediments remain to the growth of cinema
infrastructure

Poor infrastructure in tier-ll and Ill markets
Cinema operators have been focusing on tier-ll and llI
markets for their growth in terms of screen additions.
However, these markets have poor infrastructure such as
limited real estate development with land parcels being
available in the off-city or non-prime areas with lower
catchment. This inhibits operators’ ability to invest in such
markets. State governments need to work with cinema
operators to provide fiscal incentives and infrastructure
support to boost cinema penetration and drive footfalls in
such markets. A model legislation which promotes ease of
doing business (easing clearances for cinema construction)
and modernisation of cinemas should be promoted at a state
level.

Need for a “single window clearance" for opening of

multiplexes
Cinema operators continue to face challenges when it comes
to obtaining business licenses in a timely and convenient
manner. They must obtain different licenses from different
state government departments thus delaying the opening
of new screens. Also, each state has a different set of
licenses with their validity being for a short period, ranging
from one to two years. The delay in getting the clearances
has resulted in significant time and cost overruns for the
exhibitors thus hampering the growth of screens in India.
The ease of doing business in this segment can be improved
significantly by having single authority to provide the

requisite business licenses and a uniform nation-wide license.

Measures such as self-certification or deemed approval for
grant / renewal of licenses will instill greater accountability
leading to increased investment in the segment.

43. "Over 450 cinemas in MP go on strike over local body taxes”,
https://economictimes.indiatimes.com/news/politics-and-nation/
over-450-cinemas-in-mp-go-on-strike-over-local-body-taxes/
articleshow/66095523.cms, accessed on 26th February 2019; “Kerala
introduces 10% local body tax on movie tickets”, https://www.livemint.
com/industry/media/kerala-introduces-10-local-body-tax-on-movie-
tickets-1549015822331.html, accessed on 26th February 2019;
“Tamil Nadu cuts entertainment tax on Tamil films to 8%", https://
indianexpress.com/article/entertainment/tamil/tamil-nadu-cuts-
entertainment-tax-on-tamil-films-to-8-4893197/, accessed on 26th
February 2019.

Local body taxes hampered growth in some states
Some Indian states such as Madhya Pradesh, Tamil Nadu
and Kerala announced local body taxes (entertainment
tax) of 5-15% to be levied on cinema tickets over and
above the applicable GST. Some of these states have
been facing financial crisis post the implementation of
GST and hence the central government authorized them
to levy tax on entertainment. However, this kind of tax
structure amounts to double taxation which defeats
the basic purpose of GST to have a uniform taxation
system. This has created an additional financial burden
on the cinema exhibition segment. Also, such a move by
some states may encourage other state governments to
impose a similar tax. State governments of Maharashtra,
Gujarat and Rajasthan also indicated the imposition
of local body taxes. For healthy growth of the cinema
exhibition segment and increased investments in the
segment a stable tax structure is the need of the hour.

Local Body Taxes proposed by various states*?

Bhopal (MP) 15%
Indore (MP) 5%
Kerala 10%
Tamil Nadu - Tamil films 8%
Tamil Nadu - Other language films 15%
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Overseas theatricals

Overseas theatricals market grew to

INR3O0 billion from INR25 billion in
2017

Padmaavat was the highest grosser of 2018 with INR1.85

billion in overseas NBOC, followed by Sanju which collected

INR1.48 billion. In 2018, apart from the big banner
releases, several small and medium-sized films made
their mark in overseas markets. Films like Badhaai Ho,
Raazi, Stree, Anadhadhun, Sonu Ke Titu ki Sweety, Veere
di Wedding and Padman raked in INR490 million, INR384
million, INR141 million, INR218 million, INR192 million,
INR364 million and INR275 million respectively*4.

Indian films were exported to over
25 global territories

120-125 movies (Hindi and regional) have been
released in overseas theatrical markets in 2018. Key
theatrical markets which have day and date releases
are about 25-35 territories with the main ones being
USA, UK, Gulf, Australia, Canada and Pakistan.

Akshay Kumar fronted Gold which the first Hindi
film ever released in Saudi Arabia. It is the second
movie after Rajnikanth’s Kaala, a Tamil film to be
released in theatres in Saudi Arabia. This is due to
lifting of a decade old ban on cinemas, allowing the
first cinemas to open in Saudi Arabia in 201845,

44, EY Analysis | Industry discussions

45, https://www.weeklyblitz.net/entertainment/first-bollywood-film-to-
release-in-saudi-arabia/

46. https://boxofficeindia.com/week_report_overseas_total.

php?cityName=canada&year=2018, etc accessed on 15 February 2019

47. https://boxofficeindia.com/week_report_overseas_total.
php?cityName=canada&year=2018, etc

Highest number of film exports were

to the Gulf region?¢
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During 2018, 50 Indian films were released in
the Gulf region followed by 48 in Australia, 46
in USA/Canada and 44 in United Kingdom.

_ 44
:\3
% 35
(9]
=)
fe
(o]
g 2
= 1
2 9
o
° B ]
USA United Gulf Australia
Kingdom
Region

However, USA and Canada accounted for 44% of
overseas box office collections (excluding China)
followed by Gulf region which contributed 35%*’.



China became the largest
international market for Indian film
content
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48. https://www.boxofficemojo.com/intl/china/yearly/?yr=2018&p=.htm

49. https://www.firstpost.com/entertainment/thugs-of-hindostan-collapses-
in-china-with-rs-64-cr-total-from-17-days-padman-finishes-theatrical-
run-at-rs-70-5-cr-5910531.html/amp

50. https://www.google.com/amp/s/m.economictimes.com/industry/
media/entertainment/india-seeks-revenue-sharing-pact-with-china-
under-rcep-for-entertainment-industry/amp_articleshow/67707969.
cmst#ampshare=https://economictimes.indiatimes.com/industry/media/
entertainment/india-seeks-revenue-sharing-pact-with-china-under-rcep-
for-entertainment-industry/articleshow/67707969.cms

Two Indian films were released in China in 2016 and
onein 2017, but 2018 saw 10 films from India being
screened in China, accounting for highest collection in

the overseas region at US$272.3 million*8. Although
Hollywood blockbusters dominate China's box office,
Indian films have been gradually making inroads both
through the co-venture root (which films do not form

part of China's quota of foreign films) and co-production
treaties. In 2018, Akshay Kumar's Padman finished its
theatrical run in China with an average total of US$10
million in 31 days. Although the film has not performed
better than Toilet: Ek Prem Katha, which amassed INR972
million, Padman has earned more than Baahubali 2: The
Conclusion, Thugs of Hindostan, Sultan and 102 Not Out*.

In 2019, India also initiated discussions for a revenue-
sharing agreement with China under the proposed mega
trade deal RCEP (Regional Comprehensive Economic
Partnership) to ensure that domestic film producers get
their rightful dues from revenue generated by releasing
Indian movies in China. Currently, due to absence of any
revenue-sharing agreement, domestic film producers
often do not get their due share from the profits generated
in the neighboring country from their movies®.
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Broadcast rights

The broadcast rights market grew from INR19 billion in 2017
to INR21.2 billion in 2018.

Digital rights increased satellite
prices of tent pole movies

The year 2018 saw digital rights driving up the cable

and satellite prices of tent pole movies. Film premier and
exclusive movie rights are being purchased by digital
platforms, which sometimes showcase the film before the
cable and satellite premiers!.

The Sanjay Leela Bhansali directorial Padmaavat became a
roaring success and its satellite rights were sold for INR800O
million. Rajkumar Hirani's Sanju fetched INR500 million from
sale of satellite rights®2.

Regional films generated higher
revenues

Apart from Bollywood films, producers of regional films

are also earning more than in previous years from sale of
satellite rights. Makers of the movie KGF have sold Kannada
and Hindi satellite rights for INR300 million®3. Hindi dubbing
and satellite rights of Mohanlal's Odiyan were sold for a
record INR32.5 million which is highest for any Malayalam
movie till date>.

51. EY Analysis

52. https://www.desimartini.com/news/martini-shots/listicles/9-bollywood-
films-of-2018-and-their-whopping-satellite-rights-costs-article80369.
htm

53.  https://www.msn.com/en-in/entertainment/southcinema/yashs-kgf-
digital-and-satellite-rights-sold-for-astronomical-figure/ar-BBRu4zY

54.  https://www.thenewsminute.com/article/hindi-dubbing-and-satellite-
rights-mohanlal-s-odiyan-sold-record-amount-85729

55.  https://www.desimartini.com/news/martini-shots/listicles/9-bollywood-

films-of-2018-and-their-whopping-satellite-rights-costs-article80369.
htm

Satellite rights remained healthy
despite limited box office success of
some films

2018 saw films generating healthy satellite rights despite
limited success at the box office. Salman Khan's Race 3 could
not spread its magic at the box office, but the film recovered
its budget even before its release, after the satellite rights
were sold for INR1.50 billion -- said to be the highest ever
for a Bollywood film. Saif Ali Khan starrer Kalakandi made
up its money as its satellite rights were sold for INR110
million. Some other films with high satellite rights include
Padman (INR470 million), Aiyari INR250 million), Pari
(INR10O million) and Hate Story 4 (INR10O million)>*.



Digital / OTT rights

Digital rights grew from INR8.5
billion to INR13.5 billion

Sale of digital rights continued to be a strong contributor in
the filmed entertainment sector. Instead of bundling satellite
and internet rights for television broadcasters, producers
now see greater monetization in dealing with OTT platforms
separately for digital rights.

Video streaming service Amazon Prime is leading the race
to buy digital rights for blockbuster Bollywood films. Of the
top 25 box office grossers released between June 2017 and
June 2018, Amazon has bought 13 digital rights. Netflix
offers four of the top five biggest ever box office Hindi films.
Zee5, an Essel Group company, bought digital rights of six
films. They have bought rights of films which are not only
successful at the box office but also critically acclaimed.

Big banner movies entered
pre-release digital deals

Yash Raj Films is reported to have sold satellite and digital
rights of Thugs of Hindustan to Sony Pictures Networks

and Amazon Prime Video respectively for INR600 million -
INR700 million each®® . Although the movie did not perform
as expected at the box office, it was able to recover some
part of its production costs through pre-sale of satellite

and digital rights. Apart from this, digital rights of Sanju
were sold for INR 200 million>” and that of Padmavat were
reportedly sold for INR200 - INR250 million®&,

Apart from Bollywood films, streaming platforms are also
focusing on regional content. Tamil movie Suriya's Thaanaa
Serndha Koottam was reportedly sold to Amazon Prime even
before release for INR62.5 million, which is nearly 56% of
satellite rights of the film's Tamil version. The digital rights of
another Tamil film, Kadaikutty Singam were sold to Amazon
Prime well ahead of the film's release. Although the digital
rights for some Bollywood films are higher than satellite
rights, in case of regional films this trend is yet to emerge®.

56. https://www.ndtv.com/entertainment/thugs-of-hindostan-signs-huge-
deals-ahead-of-release-report-1941390

57. www.businessworld.in/article/Ranbir-Kapoor-Starrer-Sanju-
Inches-Closer-To-Its-Release-All-Set-For-2018-s-Biggest-
Opening/26-06-2018-153005/

58. https://www.hindustantimes.com/bollywood/padmaavat-
stares-at-hurdles-but-also-has-opportunity-to-earn-big/story-
NosIWu9LErhvGuOOgNtPBO.html

59. https://www.firstpost.com/entertainment/how-streaming-platforms-like-
netflix-amazon-are-changing-the-landscape-of-tamil-cinema-4492571.
html
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Direct-to-OTT films increased

One of the significant developments in the Indian film
segment this year was emergence of OTT platforms as

a feasible alternative for theatrical release and a strong
revenue stream for theatrical released films as well. Big
releases with high quantum of special effects and sensory
experience may not consider a simultaneous release on
digital platforms and theatres. However, for small budget
movies, video OTT platforms have changed the release
strategy.

This new distribution channel for small budget films

has enabled the creative community to develop content
exclusively for such platforms. Due to lack of screens (or
inability to get a reasonable number of screens), budget
constraints and content overload, small but content driven
films go unnoticed. However, these films are increasing their
footprint in digital. Such movies are relying less on theatrical
revenues with digital contributing around 70-80% of overall
collections™. We can expect to see either simultaneous
digital and theatrical releases for such films, or they may
release only on OTT platforms.

Digital rights will continue to grow

With consumption of content on OTT platforms set to
increase in future, digital rights values of films will continue
to increase. Competition of digital rights is likely to get
more intense with Jio likely to play an aggressive role either
with partners Eros and Balaji Telefilms, or on its own®°.

In-cinema advertising

In 2018, in-cinema advertising grew at 17% and is currently
at INR7.5 billion®!. Because of their pan India presence and
wide audience base, multiplex chains have a high revenue
realization from advertisements. On the other hand, single
screen cinemas have a limited reach and poor consumer
targeting leading to lesser advertisement revenues.

As aresult, advertisement for most of the single screen
cinemas and smaller multiplex operators is handled by
nation-wide in-cinema advertisement aggregators like
UFO Moviez and Qube Cinemas. These aggregators now
have access to 7,000 single screens®® cumulatively across
the country providing national and regional advertisers a
one-stop shop for in-cinema advertising. This has led to
improvement in ad revenues for single screen operators.

60. https://www.rediff.com/movies/report/the-race-for-hindi-
blockbusters/20181111.htm

61. EY Analysis

62. UFO Movies
76.  Industry discussions
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Home video

Due to increase in consumption of content through digital
platforms there has been a decline in home videos as most
films are released on Amazon, Netflix, iTunes and YouTube
weeks earlier than in DVD or simultaneously in digital and
DVD. Owning to above, the home video segment witnessed a
decline®3,

The film tourism oppor-
tunity

In 2018, EY had undertaken a study wherein it was analyzed
that cinema has emerged as an influential tool for the
development and promotion of destinations. India has the
potential for up to a million film tourists which could result in
revenues of up to USS3 billion by 2022.

However, to achieve the above, the following would be
required:

For production / shooting a film in Indian states,
simplify the administrative process for obtaining ap-
provals and permissions from various government au-
thorities by implementing a single window clearance
mechanism. This would ensure a hassle-free filming
experience for film makers. In the interim budget, the
Finance Minister announced the decision to provide
single window clearance to Indian filmmakers

The state government could offer incentives in the
form of cash rebates, grants, tax credit, tax holiday
break, non-monetary assistance, provision of equity
investment to film producers and talent to give a
boost to the production of films in India

63. EY Analysis

64. https://www.ey.com/Publication/vwLUAssets/ey-building-brand-india-
through-film-tourism/%24File/ey-building-brand-india-through-film-
tourism.pdf

65. EY estimates

66. https://inc42.com/buzz/karan-johars-dharma-productions-launches-
digital-content-division/

67.  https://www.televisionpost.com/eros-looks-to-generate-850-mn-cash-
flow-over-next-three-years/

68. https://www.indiatoday.in/television/web-series/story/sacred-games-
anurag-kashyap-talks-about-the-massive-success-of-india-s-first-netflix-
original-1309578-2018-08-09

69. https://www.newsbytesapp.com/timeline/
Entertainment/19775/94029/netflix-teams-up-with-anil-kapoor-s-
banner

70. https://youthincmag.com/netflix-red-chillies-entertainment-announce-
new-original-series-based-bard-blood

71. https://www.news18.com/news/movies/karan-johar-to-zoya-akhtar-
bollywood-biggies-venturing-into-digital-space-in-2018-1629211.html

Certain soft measures such as setting up of film-
based theme parks, organizing film festivals, award
shows, film seminars, film societies, etc. could also be
considered to promote locations as attractive filming
destinations®*

Increased focus on digital
original content

India will produce 1,200 hours of original digital content in
2019%. Mainstream Bollywood studios are focusing on this
opportunity:

In 2018, Dharma Production launched a digital con-
tent company called Dharmatic. Dharmatic is look-
ing to bring a variety of content in formats such as
long-form, short-form, reality shows, travel, food, and
game shows for the OTT platform®®

Entertainment conglomerate Viacom entered a mul-
ti-picture deal with Netflix. The pa