Overall, worldwide growth in 2012 was largely
generated by consumers in Asia Pacific.
Consumer spending on transactional movies in
the region increased year-on-year by 4.6% to
reach $15.8bn in 2012. Asia Pacific currently
commands a 25.3% share of worldwide movie
spending and this share is forecast to increase
to 28.2% by 2016. Asia Pacific is poised to over-
take Western Europe as the second largest
region for consumer spending on movies by
year-end 2013.

In 2012, consumers in Asia Pacific spent
$10bn on going to the cinema, representing
an11.9% increase over 2011. In combination with
the popularity of higher-priced 3D and digital
theatrical content across the region, new cinema
construction in China has been driving rapid
growth for theatrical transactions.

Cinema admissions in China increased year-
on-year by 16.2% to reach 482m in 2012 and
consumer spending on movies consumed in the-
atres increased by 31.9% to reach $2.7bn over
the same time period. This growth increased
China’s share of total theatrical spending in Asia
Pacific, from 22.7% in 2011 to 26.8% in 2012 (fore-
cast to increase further to a 30.6% share in 2013).

Consumer spending on movies increased
significantly in other regions — by 16.7% in Cen-
tral and Eastern Europe to reach $2.2bn and by
6.6% in Latin America to reach $2.7bn. But ulti-
mately these markets still remain very small, with
only a 7.8% combined share of worldwide movie
spending in 2012.

In Central and Eastern Europe, consumer
spending on cinema tickets increased by 20.8%
over 2011 and accounted for a 84% share of total
consumer spending on transactional movies in
the region. Latin America echoes this with the-
atrical spending increasing year-on-year by
10.3%, capturing a 67.4% share of total transac-
tional movie spending in 2012.

The modernisation of existing cinemas and
the construction of new modern multiplexes in
all three of these regions is driving the digitisa-
tion of cinema projectors - allowing for a gener-
ally improved movie-going experience and
higher-priced 3D content - which both increases
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After a four-year period of decline and slowed growth between 2008 and
2011, total worldwide consumer spending on transactional movies —
movies paid for at the point of consumption — recovered in 2012 to reach
$62.4bn, surpassing the $61.5 bn total for movie spending in 2008. TANIA
LOEFFLER, Video Analyst with IHS Screen Digest, picks up the story.

transactions and pushes the average price of a
cinema ticket upwards.

What also may account for theatrical’s ability
to dominate growth and share of consumer
spending in these regions is that the theatrical
experience cannot be directly pirated, and thus
is more able to capture legitimate spending than
other movie delivery channels.

In contrast, total growth for the two most ma-
ture movie markets, North America and Western
Europe, has been muted. Decline in spending
on physical media (DVDs and Blu-ray Discs)
pulled down the total for movie spending in
2012, even as consumers in both regions in-
creased their year-on-year spending for movies
consumed on digital platforms and in cinemas.

Consumer spending on transactional movies
in Western Europe was stable at $16.1bn, a 0.4%
decline over 2011. The sovereign debt crisis has
created both fluctuations in the value of the Euro
and, amongst other factors, diminished con-
sumer demand for movies purchased on physi-
cal media. Physical purchase, declined to $4.5bn
in 2012 down from $4.9bn in 2011 (a year-on-year
decline of 9.4%).

Spending on DVDs and Blu-rays in Western
Europe is forecast to decline further, by a CAGR
of 11.5% between 2012 and 2016; from a 27.7%
share of total transactional movie spending in
the region to a 16.8% share during the same
time period.

North Americans still spend the most on
transactional movies by far (approximately $80
per capita per year), accounting for a 41.7%
share of worldwide movie spending in 2012. This
is forecast to remain at a stable 39.4% share
through to 2016.

Movie purchases made online in North
America increased year-on-year by 36.6% to
reach 29.2m transactions. The rental of movies
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online also increased, to 112m transactions, an
increase of 57.3% over 2011. Despite this strong
growth, movies purchased or rented via over-
the-top (OTT) online movie services still only ac-
counted for a combined $836m, or 3.3% of total
consumer spending on movies in North America.

Theatrical is the key driver for growth
Worldwide, consumer spending on theatrical
grew 6.6% to reach $33.4bn in 2012. Across all
five territories, consumers overwhelmingly
demonstrated that the cinema experience
remains the most desirable way to consume
movies, with theatrical accounting for 53.2% of
total movie transactions.

Theatrical will continue to dominate transac-
tional movie consumption worldwide. Movies
consumed in the cinema will account for an even
larger 58.4% share of total transactions by 2016
and will drive the overall growth for consumer
spending on movies worldwide between 2013
and 2016. Consumer spending on theatrical con-
tent is forecast to increase by a CAGR of 6.0% to
reach $42.1bn by 2016.

Even in the mature theatrical markets of
North America and Western Europe, theatrical
will generate increased consumer spending,
without a significant number of new theatrical
transactions being generated. This is the result
of the continuous increase in the average price
of a movie ticket, which typically increases in line
with general inflation, across all five regions.
Average price for a cinema transaction world-
wide increased from $4.92 in 2011 to $5.09 in
2012 (a year-on-year increase of 3.4%) and is fore-
cast to increase by a CAGR 1.9% between 2012
and 2016.

Higher-priced 3D content has also made a
significant impact in increasing average price
worldwide, but it will have less impact >>
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through the forecast period as an already estab-
lished part of the cinema experience.

Unlike theatrical, physical media is subject to
the more aggressive competition on price. At
the same time, the opportunities for consumers
to access movies have become increasingly
diverse and physical discs must now compete
with digital and pay TV platforms for consumer
attention in the home.

Consumption and consumer spending on
movies, either purchased or rented on physical
discs continued to decline, from $24.8bn in 2011
to $24.1bn in 2012 (representing a -2.8% drop).
Worldwide decline is forecast to continue for
both DVD and Blu-ray Disc purchases and
rentals, however, despite this, physical will still
account for a combined 30.9% of total world-
wide movie transactions in 2016.

As both business models for physical con-
sumption decline, physical rental is set to over-
take physical purchase as the second largest
generator of worldwide consumer spending on
transactional movies. This dynamic helps drive
consumer spending decline, as the average
price of a physical rental transaction at $2.93 in
2012, is much lower than the average price paid
to purchase a movie on a physical disc ($12.32).

Physical purchase transactions are forecast to
decline worldwide from 1.1bn in 2012 to 781m
by 2016 (a CAGR of -7.8%) with average price for
a physical disc forecast to fall by a further CAGR
of 0.6% between 2012 and 2016.

Worldwide: Paid movie transactions by platform
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685m and digital rental increased by 61.5% year-
on-year to reach 174m. In contrast, digital pur-
chase transactions increased to only 52m, from
39m in 2011.

Average price for a digital purchase
increased year-on-year by 4.6% to reach $12.88
in 2012. Prior to 2010 the average price paid to
purchase a movie online echoed average price
for a physical purchase, with average digital
price benchmarked below the average price of
a new release physical disc. This trend is now
diverging, with average digital price forecast to
surpass physical, to become the most expensive
distribution platform worldwide during the fore-
cast period (2012 to 2016).

Worldwide: Average price for a movie transaction
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Physical media, retail and rental combined, is
forecast to lose an approximate 10% share of
total worldwide consumer spending, from 38.9%
in 2012 down to a 28.7% share by 2016.

The digital future belongs to rental

The preference for physical rental as a consumer
behavior is translating into the digital space,
even in regions like Western Europe, where
physical purchase has traditionally dominated
physical video transactions.

TV-based Video-on-Demand (VOD) and dig-
ital rentals from over-the-top (OTT) services such
as Apple's iTunes vastly outpaced the number of
movies purchased online in 2012. Pay TV VOD
transactions increased by 15.9% in 2012 to reach

This trend is the result of a number of factors.
The legitimate consumption of transactional
movies over the internet is largely limited to
North America and Western Europe, and some
key markets such as Australia and Japan, where
average prices are much higher for all movie dis-
tribution platforms in comparison to most devel-
oping markets.

In addition, average price for physical pur-
chase is comprised of lower-priced catalogue
and premium-priced new release transactions;
digital offerings are heavily focused on new
release titles. This, in combination with growth
in consumption for more expensive high defini-
tion (HD) content, is pushing average price for
the purchase of an OTT movie upwards.
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Movie purchasing online has not developed
into an exciting enough consumer proposition
to drive the level of worldwide legitimate con-
sumption needed to replace the decline in phys-
ical retail transactions. The three major device
-based online movie services (iTunes, Sony,
Microsoft), which are the only market players to
drive measurable consumption to date, have
expanded their global reach, but have yet to
provide services in some of the world’s most
populous markets, such as China and India.

Pay TV TVOD movie spending increased
year-on-year by 15.1% in 2012 to reach $3.4bn
worldwide, forecast to increase by an average of
9.4% every year during the forecast period to
reach $4.9bn by 2016. The vast majority of this
growth in consumer spending on TV-based VOD
will be coming from North America and Western
Europe, which combined accounted for 63.6%
of the growth in transactional movie spending
on pay TV VOD platforms in 2012.

At 431.6m, Asia Pacific accounts for the
majority of pay TV homes globally by a signifi-
cant margin, however, much of the cable and
satellite infrastructure across Asia Pacific (with
the exception of Australia and New Zealand) still
struggles to technically support VOD. As a result
the region only accounted for 14% share of the
total for worldwide consumer spending on TV-
based VOD movies in 2012, forecast to increase
only to a 17% share by 2016.

Total consumer spending on buying and
renting movies digitally increased to $4.9bn in
2012. Although consumer spending on digital
movies continues to be strong, combined
spending on all three digital platforms in 2012
reached only a 7.8% share of total worldwide
movie spending.

As a result, consumer spending on digital
movies — on TV-based VOD and OTT rental and
retail services — is forecast to increase to only a
10.7% share of worldwide transactional movie
spending by 2016.m
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~ If you are duplicating or

- replicating a DVD-Video disc,
Blu-ray Disc® or Blu-ray 3D® disc,
please contact MPEG LA about
a license under MPEG-2, AVC/H.264,
VC-1 and MVC patents

If you are outsourcing disc
replication, please use
licensed replicators

(see www.mpegla.com)

MPEG LA makes licensing easy




