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ZENITHOPTIMEDIA PUBLISHES TELEVISION IN WESTERN EUROPE TO 2014

Television advertising’s long history of market out-performance is
over for good

Subscriptions now the main source of commercial television
revenue

e Television ad expenditure in Western Europe shrank 10.3% in real terms between
2000 and 2003

e Expenditure grew only 0.3% in real terms in 2005. The World Cup will stimulate
some extra expenditure, but we forecast real growth will only rise to a below-trend
2.2% in 2006

e We do not expect the ad market to return to its 2000 level (in real terms) until 2008

e In the long run, we expect television advertising to grow 3% a year in real terms, or
6% in current prices — the same rate as the market as a whole

e Pay-TV subscription revenues continue to grow strongly — penetration is still rising
and subscribers are paying more for better services

e Subscription revenues exceeded ad expenditure for the first time in 2005

For many years television steadily increased its share of Western European ad expenditure,
as public broadcasters and commercial monopolies gave way to fierce competition among
commercial channels, unlocking plenty of extra value for advertisers. Now, however,
television’s share of ad expenditure is levelling off as the internet takes over as the up-and-
coming advertising medium. The migration of audiences from general television channels to
cheap specialist channels is holding down costs per thousand, and in some markets PVRs
are making it easy for early adopters to skip or speed through ad breaks. Television
increased its share of total ad expenditure from 24% in 1991 to 32% in 2004; we think its
share will still be 32% in 2014.

At the end of 2004 61% of households in Western Europe had cable, satellite or digital
terrestrial television, up from 22% in 1991. Penetration has grown steadily since the 1980s
(with the exception of a slight decline in 2003), and as services have improved and
expanded over the years, subscribers have generally been persuaded to pay more for
them. We estimate the average subscriber paid US$29 a month for pay-TV in 2004, up from
US$25 in 2000 and US$12 in 1991. We also estimate that pay-TV subscriptions overtook
advertising as the main source of commercial television revenues in 2005, and will account
for 57% of commercial revenues in 2014.

Satellite television has increased in penetration by over 13 percentage points from 9.1% in
1996 to 22.4% in 2004, but cable is still more popular — at 33% penetration in 2004 — and
we expect it to remain so. Most satellite television in Western Europe is now digital, but only
13% of cable households receive digital services. The process of upgrading cable systems
to digital is expensive, and there is often little demand for digital cable in markets where
viewers are used to receiving cheap and generous analogue packages. By the end of 2004,
however, almost 33 million households in Western Europe subscribed to a digital pay-TV
service, including pay-DTT. Digital pay-TV penetration has grown from 0.4% in 1996 to
21.2% in 2004, and we forecast that this will increase to 43.0% of all households by 2014.
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Ad expenditure Subscription revenues
US$ million US$ million
Constant 2004 prices Constant 2004 prices

1991 19,339 6,657
1992 20,397 8,286
1993 20,922 9,804
1994 22,693 11,481
1995 24,079 12,933
1996 24,391 14,850
1997 26,007 16,741
1998 27,965 18,443
1999 30,200 20,626
2000 32,536 22,464
2001 29,990 25,256
2002 29,301 26,794
2003 29,192 27,957
2004 30,727 29,374
2005 30,834 31,350
2006 31,526 34,065
2007 32,324 36,640
2008 33,020 39,185
2009 34,270 41,457
2010 35,214 43,490
2011 36,398 45,178
2012 37,622 47,746
2013 38,658 50,108
2014 39,908 52,250

Multichannel Digital pay-TV

penetration * penetration

% %

1991 21.6 0.0
1992 25.4 0.0
1993 29.2 0.0
1994 31.7 0.0
1995 34.9 0.0
1996 39.4 0.4
1997 42.3 1.6
1998 451 3.3
1999 49.5 7.7
2000 51.8 121
2001 54.4 15.4
2002 55.6 171
2003 55.5 18.7
2004 57.8 21.2
2005 60.0 24.8
2006 61.7 27.4
2007 63.7 30.3
2008 65.0 32.6
2009 66.4 34.9
2010 68.0 37.1
2011 69.3 39.0
2012 70.4 40.6
2013 711 41.8
2014 71.8 43.0

* excludes free-DTT to avoid double-counting homes with free-DTT and pay cable/satellite



Television in Western Europe to 2014 costs £335. It may be ordered in hard or soft copy
from www.zenithoptimedia.com
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ZenithOptimedia is one of the world's leading global media services agencies with 170
offices in 60 countries.

Key clients include Alcatel, Beam Global Spirits & Wine, British Airways, Darden
Restaurants, Electrolux, General Mills, Giorgio Armani Parfums, Hewlett-Packard, Iberia,
Kingfisher, Mars, MBNA Europe, Nestlé, L'Oréal, Puma, Polo Ralph Lauren, Qantas,
Richemont Group, Sanofi-Aventis, Siemens, Thomson Multimedia, Toyota/Lexus, Verizon,
Whirlpool, Wyeth and Zurich.

ZenithOptimedia is committed to delivering to clients the best possible return on their
advertising investment.

This approach is supported by a unique system for strategy development and
implementation, The ROI Blueprint. At each stage, proprietary ZOOM (ZenithOptimedia
Optimisation of Media) tools have been designed to add value and insight.

The ZenithOptimedia Village enables the widest range of communications opportunities and
skills to be brought together to ensure the most powerful connections are made with
consumers.
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