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2023 MEDIA UPDATE

This media update (“Update”) is being delivered to you by Arctos Partners, LP (collectively with its affiliates, “Arctos”) on a confidential basis for informational and discussion purposes. This 
Update and the information set forth herein may not be reproduced or used for any other purpose and may not be retained in any form. Any unauthorized reproduction or distribution of 
these materials (in whole or in part), or the disclosure of its contents, is strictly prohibited without the express consent of Arctos. By accepting this Update, you agree to maintain the 
confidentiality of all information that is contained in this Update and not already in the public domain.

Arctos expressly disclaims any and all liability for representation, expressed or implied, contained in, or for omissions from, this Update. The information set forth herein is based upon 
information reasonably available to Arctos as of the date of this Update, and Arctos does not undertake any obligation to update such information at any time after such date. Certain 
information contained herein has been derived from sources prepared by third parties. While such information is believed to be reliable for the purposes used herein Arctos makes no 
representation or warranty with respect to the accuracy of such information. Certain information herein has been characterized by Arctos based on internal research and data. Although 
Arctos believes such determinations are reasonable, they are inherently subjective in nature. Other market participants may make different determinations relating to industry 
characterizations based on the same underlying data.

This Update shall not constitute an offer to sell or an offer to buy any securities of any fund or investment vehicle and shall not be regarded or construed as a recommendation or solicitation 
for any transaction or investment, nor constitute or imply any commitment whatsoever, including, without limitation, an offer to purchase, sell or hold any security, investment, loan or other 
financial product or to enter into or arrange any type of transaction or investment. Any such offer or solicitation shall be made only pursuant to the applicable constituent documents of any 
issuer, fund, or investment vehicle. In the event of any conflict between the information herein and information contained in such constituent documents, the information in the constituent 
documents will control and supersede this Update. This Update does not purport to be complete and is subject to change. This Update does not constitute a part of such constituent 
documents. 

Statements contained in this Update are based on current expectations, estimates, projections, opinions and beliefs of Arctos on the date hereof. Such statements involve known and 
unknown risks and uncertainties, and undue reliance should not be placed thereon. Additionally, some of the matters discussed in this Update include forward looking statements. Arctos 
has tried to identify forward looking statements by use of terminology such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,” “expects,” “anticipates,” 
“future,” “intends,” “plans,” “believes,” “estimates” and similar expressions. Forward-looking statements are subject to a number of risks and uncertainties, some of which are beyond the 
control of Arctos. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the forward-looking statements. The forward-looking 
events discussed in this Update may not occur. Additional risks of which Arctos is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and 
assumptions, undue reliance should not be placed on any forward-looking statements. Arctos undertakes no obligation to update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. Past performance is not indicative of future results. There can be no assurance that historical trends or practices will continue.  

Third-party logos included herein are provided for illustrative purposes only. Inclusion of such logos does not imply affiliation with or endorsement by such firms or businesses.



A (not so) long time ago in a media ecosystem (not so) far, 
far away…
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Streaming: A New Hope

6

2023 MEDIA UPDATE

SOURCE: SNL KAGAN, AMPERE, NETFLIX REPORTING, FCC. AS OF AUGUST 2023.

In the hey-day of cable, Legacy Media had must-have programming, competition was controlled, and the market was growing. 
Then came the success of Netflix and advent of cord cutting. Streaming is now a big business for Legacy Media.

U.S. TV Household Penetration by Distribution Channel
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But… Reality Setting In
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SOURCE: DIESEL LABS, VARIETY, WELLS FARGO, MOFFETT NATHANSON. AS OF AUGUST 2023.

We are exiting a period where public market valuations encouraged value-destructive competition in streaming, esp. premium 
scripted content, which was Netflix’s main source of differentiation. But building a retail touchpoint and withstanding internet 
competition without Netflix or Big Tech scale is hard, and markets are adjusted to that reality. 
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Streaming Is a Tough Business (1/2)
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SOURCE: COMPANY REPORTS, SNL KAGAN, STATISTA, ARCTOS ESTIMATES, GUGGENHEIM, EVERCORE ISI. AS OF AUGUST 2023.

Streaming has accumulated roughly $30 billion in total operating losses and is currently eating about half of media margins.

Big Five Legacy Media Companies – Adjusted EBITDA by Segment ($B)
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Streaming Is a Tough Business (2/2)
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SOURCE: ANTENNA. AS OF AUGUST 2023.

Significant churn: a fact of life for streamers.

Premium SVOD Quarterly Subscription Growth and Churn Rate
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SOURCE: GOLDMAN SACHS, ARCTOS ESTIMATES. ASSUMES $3.5 / SUB / MONTH RATE FOR DISNEY+. FOR DISNEY+ CHURN, WE ASSUME DISNEY+ WAS 30% PENETRATED WITH CHARTER SUBSCRIBERS (11M) PRIOR TO 
THE DEAL AND THAT 80% WILL EVENTUALLY CANCEL SERVICE. AS OF SEPTEMBER 2023.
(1) OTHERS INCLUDE ESPNU, ESPN2, ESPNEWS, ESPN DEPORTES, DISNEY CHANNEL, FX, NAT GEO, BABY TV, DISNEY JUNIOR, DISNEY XD, FREEFORM, FXM, FXX, NAT GEO WILD, NAT GEO MUNDO. (2) INCLUDES DISNEY 
CHANNEL, FX, ESPN2, ESPNEWS, ESPN DEPORTES, ESPNU, AND NAT GEO. 

Disney got its affiliate fee increase from Charter, but they are now partners vs. competitors. Moreover, Disney will sacrifice 
Disney+ subscribers on the back-end, i.e., Charter customers were also Disney+ subscribers.

Charter-Disney Affiliate FeesCHTR Annual Distribution Payment to Disney ($B)

Others1 Surviving 
Channels2

+14%
+3%
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RSN Industry EBITDA w/ Status Quo Rights Contracts

The Distribution Empire Strikes Back: Local Rights

12

2023 MEDIA UPDATE

SOURCE: SNL KAGAN, ARCTOS. AS OF AUGUST 2023.

We anticipate the RSN industry will have ~$0 EBITDA in 2024 at current rights fees, driven by mainly by Diamond Sports Group. 
The nine independents were 70% of industry EBITDA in 2022 and will be >100% of it this year.

Revenue & EBITDA Run Off With Status Quo Rights
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1. Network-funded streaming plays have driven irrational competition that is no longer 
tolerated by distributors and shareholders.

2. Ultimately, we believe networks will allow their streaming products to be included in 
the basic cable bundle, what we’ve previously called “The Great Rebundling”.

3. The good news: We speculate that, over time, this will reduce and possibly eliminate 
cord cutting from the Legacy Bundle. 

4. The (kind of) bad news: This is the end of the Streaming Wars, and the “Streaming 
Peace” will represent a marginal loss in competitive pressure for content (though, in 
our view, mostly scripted content).

5. We believe RSNs will start to see distribution losses due to tiering. This will begin a 
shift of local games into national packages.

Key Takeaways So Far

2023 MEDIA UPDATE
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Legacy Media Sports Spend Has Room to Run (1/2)
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SOURCE: S&P, JP MORGAN, ARCTOS ESTIMATES.

Legacy media companies are far from tapped out on sports and could easily reallocate premium scripted budget for long-term 
sports investment.

Legacy Media Revenue ($B) vs. Sports Spend (%)
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Legacy Media Sports Spend Has Room to Run (2/2)
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SOURCE: S&P, JP MORGAN, ARCTOS ESTIMATES.

The big 5 legacy media companies will spend about $20 billion on rights in 2023, roughly the same percentage of their revenue 
that they spent in 2016. 

Legacy Media Revenue ($B) vs. Sports Spend
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Sports Might Be the Only Thing Holding the Bundle Together
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SOURCE: NIELSEN. REPRESENTS MON-SAT 8PM-11PM/SUN 7PM-11PM, AD-SUPPORTED AND PREMIUM PAY NETWORKS (P2+).
(1) INCLUDES: FX, DISCOVERY, NICKELODEON, HGTV, A&E, BRAVO, ANIMAL PLANET, HISTORY, FOOD NETWORK, CARTOON NETWORK, AMC, SYFY, VH1, MTV, 

HALLMARK CHANNEL, DISNEY CHANNEL, BET, TRAVEL CHANNEL, THE CW.

Legacy media ported most of its premium scripted TV to DTC, which left only live sports and news. While carrying sports on your 
channel is not a panacea, it likely helped. Being focused on non-premium sports (FS1) or general entertainment has been painful.
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Scripted TV Has Fallen Far
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SOURCE: NIELSEN, VARIETY VIP +

The marginal primetime draw on broadcast is now clearly premium sports. Broadcasters are coming in; ABC will simulcast 
Monday Night Football from its sister cable network ESPN, because there is no alternative. Sports has inherent advantages over 
scripted: costs are not open-ended, and sports have built-in appeal and are evergreen in popularity.
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Big Tech Is a Stalking Horse & Dwarfs Legacy Media
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SOURCE: S&P. AS OF AUGUST 2023.

Big Tech (6 companies) is ~11x the size of the rest of the dominant media & entertainment players combined (12 companies). We 
don’t expect many direct acquisitions, but competition is already here.
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Big Tech (+Netflix) Is the Ultimate Reach Vehicle
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SOURCE: S&P, SIGNHOUSE, STATISTA, THE VERGE, TECHCRUNCH, COMPANY FINANCIAL REPORTS. 

Big Tech products are much bigger and more global than the traditional rights buyers for domestic sports. The push for leagues 
to internationalize is enabled by of global distribution of these platforms – hard to imagine a better way.

MAUs / Subscribers – Big Tech Ad Platforms vs. Legacy TV Ecosystem
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Big Tech Has Even More Headway Than Legacy Media
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NOTE: CERTAIN INFORMATION HEREIN REFLECTS THE BELIEFS OF ARCTOS AND IS SUBJECT TO VARIOUS RISKS AND ASSUMPTIONS. THERE CAN BE NO ASSURANCES THAT ANY PLANS OR EXPECTATIONS WILL 
ULTIMATELY BE MET AS DESCRIBED HEREIN, IF AT ALL.
SOURCE: S&P, JP MORGAN, ARCTOS ESTIMATES. AS OF AUGUST 2023.

Legacy sports media players are spending roughly the same amount of revenue on sports rights that they spent in 2016. Relative 
to revenue that sports programming is meant to support – Big Tech has barely scratched the surface in sports.

Legacy Media Revenue ($B) vs. Sports Spend
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SOURCE: STATISTA, LEICHTMAN RESEARCH GROUP, COMPANY FINANCIAL STATEMENTS, ARCTOS ESTIMATES. AS OF OCTOBER 2023.
(1) NFL SUNDAY TICKET STANDALONE SUBSCRIBERS ESTIMATED AT 2M.  (2) EXCLUDES YOUTUBETV BUT INCLUDES OTHER VIRTUAL MVPDS. (3) ESTIMATED BY TAKING 246M MONTHLY ACTIVE YOUTUBE USERS AND DIVIDING BY THE 

AVERAGE NUMBER OF RESIDENTS PER U.S. HH (2.51). ASSUMES ALL YOUTUBETV SUBSCRIBERS ARE ALSO MONTHLY ACTIVE YOUTUBE USERS (CONSERVATIVE). AS OF AUGUST 2023.

We believe main locus of competition will shift from “who will win streaming” to “who will win video”. Legacy Pay TV is currently 
all linear video but should rebundle loss-leading streamers like HBO Max, Peacock, and Paramount+ over time.

Estimated Subscribing / Active Households of Major Content Bundles In 2023
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Broadcast Era Cable Era Streaming Era

The Big Secular Trend of Media: Audience Disaggregation

23

2023 MEDIA UPDATE

SOURCE: BENEDICT EVANS, NIELSEN, LUMINATE. AS OF JUNE 2023.

Consumer preferences have been breaking apart for decades, whether we were in a broadcast, cable / satellite, or streaming era. 
Each technological paradigm for video distribution has taken about 30 years to play out. Sports, as the last great audience 
aggregator, will matter in the streaming era just as much – if not more – as it has in the cable era.
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1. We are transitioning from the Stream Wars and into the Battle of the Bundles.

2. The Legacy Bundle is hooked on live sports content and has significant spending 
room, especially as hyper-competition with scripted content eases.

3. On top of that, live sports enjoys uniquely threatening competition in the form of 
multiple Big Tech bundles. Their room for growth in sports is even more significant.

4. The Great Rebundling is a headwind for the content business generally. And the end 
is nigh for RSNs. But overall, our outlook for premium sports rights remains strong.

Key Takeaways

2023 MEDIA UPDATE



• A drop in competitive pressure for rights and the decline of RSNs is stressful, but 
the white space to both grow rights fees and innovate on the media product is high.

• Feed all hungry mouths, including Legacy TV. There has never been more potential 
rights bidders around the table, from all walks of life: broadcast, cable, streaming, 
and Big Tech. 

• Nationalize as many local games as possible for exploitation in the national market. 

• Cultivate Big Tech. We benefit from an engaged and heavily interested Big Tech 
bidding group. We believe the potential for product innovation and fan engagement 
remains largely unexplored.

Our Advice for Leagues

2023 MEDIA UPDATE



• Do not sign long-term RSN or broadcast deals in this environment – stay short-term.

• Stay close to your league on local rights strategy.

• Budget appropriately. Starting in FY24, rights fees should start to decline. 

• Accept volatility over the next 2-3 years – and longer for some teams – as the RSN 
ecosystem withers. For some teams, there will be some pain.

• In the interim, do what’s cleanest for your fans. If you can stay on your incumbent 
RSN, do that – fans know where you are. If you must do a broadcast deal, just make 
sure fans know where to find you, and focus on experience in-venue for your fans 
and sponsors. Stop gap solutions are not worth the distraction.

Our Advice for Teams

2023 MEDIA UPDATE
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