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Whiie the ability to receive HDTV is reiatively high on the demand side, supply is
lacking of content and transfer channels.
HDTV Market Forces

Supply Side Demand Side

Broadcaster/Provider Examples End Consumer

= Premiere HD PREMIEREHD » Display Product Sales (in 1.000)
(11/2005) -

5.69
» BBC started HD Trial 95-990
B[B|CKD>

in 2006
= AnixeHD since mid

2006 on satellite ~ANIXE HD
= T-Home VoD in FullHD

via VDSL
Home

4.411
3.550

2005 2008 2007 2008
EFlat Screen TV mthereof HD Ready

B2B Market

= Major production companies are
producing already in HD

» External suppliers are forced to fulfill
production standards in HD

» HD postproduction established

Equipment Producer

» Flat screens

= HD player

= Camcorders

» Professional (post) production equipment

Source: Y BITKOM (2008) 3
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Entire Content Delivery Chain has to support HD signais, one bottieneck is stiil
the transfer from the decoding device to the display.
HDTV and the Consumer

[><T mmd Set Top Box
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Download ——

HD Content
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WebTV —
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Gaps in delivery do not have technical reasons only, especially business mo
can counteract HD delivery massively.
Media Value Chain

HD Delivery

= |dentifying = |dentifying = Selection of = Distribution » Choosing the * Ensuring HD on
72} s " s " . s " . i
Q right” content  customer target  “right” delivery model: parallel right” business  customers’ display
8 for HD quality group for HD channel(s) or HD only model device
— content
8
= .
9  =Securing entire =Provision of HD = QoS of = Separate HD = Pricing and * Prevent negative
g production quality of transmission offering or separation of impact on existing
process in HD  existing material integrated HD and PAL customers

» Ensure HD quality on consumer’s display device along the entire media value chain

» Each participant has to consider interdependencies with upstream/downstream players’ business models

Source: Zerdick/Picot/Schrape et al. (2001)
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Customer survey showed up a positive Willingness to Pay for HD content, but
gaining a high market penetration very fast is the major success factor.
Interdependency: Focus User

Willingness to Pay Cycle of Positive Feedback

Consumer Survey?

= VoD Service: New users
= 25 —-50 movies supervene
» Flatrate preferred
Distribution
~ 8 €/month & Payment
= HDTV of ~7 €7 Network value Number of network
s Fnor all channale increases users inCI‘easeS
= Including EPG v
E ~ 7 €/month i

» Focus to bring HDTV into market in order
to reach as many customers as possible

= Consumer has WTP for HD
content, but does not distinguish
between content categories

= Spread HD free to customer wherever possible

» Focus customer benefit of HD
= Use HD as differentiating factor to increase advertising CPMY

Source: Y Picot/Assmann/Grove/Janello (2007) [n=192 participants]; Wigand/Picot/Reichwald (2003) — CPM: Cost per Mille 7
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Traditional aggregators and broadcasters have to be aware that the consumer
will not accept multiple devices and delivery services to receive HD.

Interdependency: Focus Producer and Aggregator

Differentiate linear TV with HD Traditional vs. New Media

Free standard HD offering

» HD as value add will increase advertising
revenues

= Multiple offerings by multiple operators with
multiple reception devices will not work

Public broadcasters in charge

= Stetting format and broadcast standards

= Standard for content production companies
Harmonization of switchover times

= Decreases confusion for consumer

Market share (in %)
100 %

Winner

50 %

= Ensures delivery of all programs Loser
» Reduce transitioning time
= Substitutive services coming up 0% time
» HD sensitivity of customer right now
» HD as value add for Cable/IPTV/Satellite = HD via other media, like P2PTV/WebTV soon
= Use HD not to become a substitutive = Immediate action required for traditional
offering of DVB-T broadcasters to retain position in value chain

Source: Zerdick/Picot/Schrape et al. (2001) 8
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Wide provisioning of HD to the customer generates differentiation
and additional value for linear TV.

Chasing the Gap

LUDWIG

HD delivery increases

user experience
Differentiate as operator

with HD now as
standard service

Consumer with positive HD as additional
WTP for HD resolution value of linear TV

Cooperate with equipment
manufacturers in order to
increase usability of HD

Risk of negative impact
on linear TV for consumer

Reduce transition time for HD in order to engage positioning of all players along entire value chain.

10
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THANK YOU
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