MARKET REPORT

DISNEY + HOTSTAR
REALIGNS
STRATEGY

Disney+ Hotstar Sheds 12.5 Million Subscribers
in Fiscal Q3 Amid Srategy Shift; Sreaming
Losses Narrow

Walt Disney saw its streaming losses narrow in
the second quarter amid an exodus of 12.5 million
subscribersfrom its Disney + Hotstar streaming platform
inIndia

For the quarter,
Disney exceeded Wall
Street’s targets on earnings
per share but missed on
revenue. The Mouse
reported total revenue of
$22.3 billion, up 4% from the
year-ago quarter, and
operating income of $3.6
billion, down 6%.

The subscriber losses were coming for the
Disney+ Hotstar service amid a strategy shift to move
away from low-margin subscribers. The loss of key sports
rights in the region also set the stage for significant

churn on the Hotstar front.
Lossesin the direct-to-consumer unit were cut in
half compared to the
DTC operations
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$6.7 billion, down 6%.

Disney notched a gain of 800,000 subscribersin
other parts of theworld. Inthe U.S. and Canada, Disney+
lost 300,000 subscribers while the streaming-only side of
Hulu gained about that same number.

“Our results this quarter are reflective of what

same period last year.
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transformation we' re undertaking at Disney to restructure
the company, improve efficiencies, and restore creativity
to the center of our business,” said Disney CEO Bob
Iger. “In the eight months since my return, these
important changes are creating a
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more cost-effective, coordinated,
and streamlined approach to our
operations that has put us on track
to exceed our initial goal of $5.5
billion in savings as well as
improved our direct-to-consumer
operating income by roughly $1
billioninjust three quarters. While
there is still more to do, I'm
incredibly confident in Disney’s
long-term trajectory because of the
work we’ve done, the team we now have in place, and
because of Disney’s core foundation of creative
excellence and popular brands and franchises.”

Disney isrefocused on “rationalizing the volume
of content that we make, what we spend and what
markets we invest in.” Planning for the streaming
future nonetheless means finding “economics
designed to deliver significant and sustained
profitability,” he said.

Kevin Lansberry, Disney’s newly appointed chief
financial officer, told analysts that content spending
for the company’sfiscal 2023 (which endsin September)
will comein at $27 billion, or about $3 billion less than
forecast in part because of the WGA and SAG-AFTRA
strikes. B
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