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What is a connected TV?

A television which can display Internet video by
any means

Includes

e Smart TVs — a television with built-in Internet
connectivity

« Streaming Media Player (SMP) — a set-top
box or stick attached to the television

« Game Console
Internet-enabled DVD or Blu-ray Player
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Norway shows strong growth in connected TV use

Between 2016 and 2017: Device Share of Premium Video Plays - Norway

« Share of video plays to connected TVs
increased one-third to 24%

« PC’s share fell 20% to 28%
 Mobile share fell 10% to 26%

m 2016 m2017
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Norway shows strong growth in connected TV use

Norwegians will watch long-form on any screen:

« Share of long-form plays evenly distributed
between screens

« At the television, long-form dominates

Increasing use of connected TV reflects
changing attitude to online content

e It'sjust TV

« Expectations of quality are higher
* Viewing times are higher
 Engagement is higher
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Type of Content Viewed by Device Plays -
Norway 2017
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Connected TV around the world

Device share of premium video plays - Oct 2016
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Connected TV usage for premium content

Has seen massive growth over last year

* 1In 2016, PC and TV were used about equally during
primetime

 In 2017, TV requests are more than double PC
requests

Number of people that finish viewing a video they
started (called completions) higher on TV

« 80%ontheTV

» 75% on the PC

 63% on the tablet
 50% on the smartphone
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TV Show Play Requests 9-10 PM
Connected TV Vs. PC m|II|ons
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Screen Size matters

Ericsson study found that screen size is directly « A tablet with a 18 cm screen or larger is used

related to screen usage

50% more than average

- Simply put, the bigger the screen, the higher « A smartphone with a screen 10-12 cms is

the usage
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used 50% less than average

7SGurcaT Fricsson; 2015) 5.5"-6.0" phablet 6.0"-7.0" phablet >7.0" tablet

Screen Size Impact on Video Usage (compared to average usage)

4.0-4.5" small  4.5"-5.0" medium 5.0°-5.5" large
smartphone smartphone smartphone
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Connected TV engagement for premium content

Playtime per unique viewer is the length of a single

viewing session and can involve multiple video plays Playtime per Unique Viewer - Episodes

80

Over the last 3 years playtime per unique view has 70
increased for every device 60
« Biggest increase for the PC £Q
40
Highest engagement is to the television
e 77 minutes per session %
«  PC 57 minutes 20
« Tablet 45 minutes 10
« Smartphone 37 minutes 0
« Once again, screen size matters Mobile Tablet

m 2015 m2016 w2017
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Streaming media player most popular device

Household Reach Among U.S. Wi-Fi Households

47%
M April 2017 M April 2018

40% 70
30% 31%
28% 25% 530

Streaming Smart TV Gaming Console DVR/Set-Top Internet Blu-Ray
Box/Stick Box Player

Source: comScore Connecied Hoomm, ULS,, Acef 2018
* DVR/Set.- Top Bar anly incdlude those that see connected 10 the home router
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47% of U.S. Wi-Fi enabled homes have a
streaming media player (+17% YoY)

* 44 million homes have one
 Three-quarters use them to stream video

31% have a smart TV (+20%)
e 34 million homes have one
e 71% use them to stream video

DVR/STB decreased (-8%)
« 23% of Wi-Fi homes have one
« Reflects cord-cutting trend

Roku just ahead of Amazon Fire TV
« 20.2% versus 20% of Wi-Fi homes

YoY = year over year
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Multi-device ownership is common

% of TV-connected device ownership by type Consumers in the US typically have more
among US TV households than one type connected TV device

« 58% have more than one

* Most popular combinations?
Game Console+Smart TV
« Streaming Media Player+Smart TV

Streaming media player watched the
most

Smart TV used almost as much
Game Console also popular
DVD/Blu-ray player hardly used

Source: Nielsen, 2018
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Streaming media player (SMP) market is tough

Some vendors selling at or near device cost
 Amazon Fire TV Stick
 Chromecast

* Willing to not make a profit to make it up in
services, ads

Roku is the only standalone vendor of streaming
media players

« SMPs cost $30-$99
+ Q4 2016, SMP margin was 13%
« Q4 2017, margin fell to 9%

 In Q4 2017, Roku lowered price of most
expensive player $30
Saw sales grow 25%
Revenue fell 7%!
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Can the TV be the only device we need?

One day will the smart TV handle all streaming needs?
* Not anytime soon!
« TV lifecycle too long to keep up with app demands

« Waif-thin TV margins restrict what manufacturers can do
«  “Smart” functionality is “me-too”
+  “Smart” components will be as cheap as possible

« Too many competing smart TV platforms
* Samsung Tizon

« LG webOS
*  Android TV
* RokuTV

A cheap $35 Chromecast and an older flat panel TV, possibly handed down from parents, will remain the
cheapest way for the young to watch OTT on TV.
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Roku active accounts continue to increase

“Our primary focus in selling players is to Added nearly 4.5 million active accounts so far
increase active accounts; we are not focused in 2018
on maximizing hardware revenue and e 5.1 millionin 2017

hardware gross profit.”

« On track for continued growth in 2018
Steve Louden, Roku CFO

Active Roku users by quarter: 2016-2018

(in millions)
23,8
22 !
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Roku focuses on “platform” business

Roku player & platform sales (millions)

H Player ® Platform
$110 Y $103 $100

$85
$67 $8 $62$75 $67 $73

16Q3 16Q4 17Q1 17Q2 17Q3 17Q4 18Q1 18Q2 18Q3

$65

S24

Platform business includes Platform revenue growing fast
- Software license sales « Q12018 106% growth over Q1 2017
« White label box sales * Player down 3% YoY

* Advertising
Advertising biggest driver of platform sales
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Advertising key to Roku’s future

“We are increasingly tapping into the $70 Has launched ad-supported channel
The Roku Channel

billion that US advertisers sp.end”on TV as the Top 5 channel
TV ad ecosystem moves online. - On Samsung TVs

Anthony Wood, CEO, Roku « In competition with other channels?
Sells ads in the Roku interface

Average revenue per unit: 2016-2018
(quarterly US dollars)

$16,60
413,78 $15,07
$11,22 $12,68
- - sI10 04 I I I
16Q3 16Q4 17Q1 17Q2 17Q3 17Q4 18Q1 18Q2
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Conclusion

Connected TV is emerging as the most important
for premium content in some, but not all, markets

Streaming Media Players will remain the most
important TV connected device for some time

Smart TV will not make other TV connected
devices obsolete anytime soon

TV platforms are not “neutral”
» Coopertition is the norm
« Some platforms more competitive than others
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About nScreenMedia

nScreenMedia is a resource to the Digital Media Industry as it transitions to the new infrastructure for
multi-screen delivery. Through a mix of informed opinion, news, information and research
nScreenMedia helps you make sense of multi-screen media.

www.nhscreenmedia.com

Disclaimer

We at nScreenMedia use rigorous methodologies in constructing and validating our research and opinions. Our collective knowledge
includes information gathered from public and private sources, industry interviews and other research sources. Since the markets
nScreenMedia covers are subject to rapid change, nScreenMedia is not responsible for loss caused by any errors, omissions, or
misinterpretation of the contents. All information is provided “as is” with no warranty implied or expressed. nScreenMedia disclaims any
liability to any individual or organization that has made business or investment decisions based on reliance on the contents of our

research.

Copyright Notice

This document is published by nScreenMedia, Copyright 2018. Reproduction is strictly forbidden unless authorized by nScreenMedia.
This document must not be forwarded. It is for the personal use of the individual originally receiving it from the nScreenMedia only. You
may use diagrams and data points in presentations and documents you create provided that: full attribution to nScreenMedia is included,
you do not include more the 30% of the diagrams in a single presentation or document. All rights reserved.
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