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Economic Shakedown: The Good, Bad & Ugly

Unlike previous post-WWII recessions that have lasted 10-12 months, Merrill Lynch’s economist sees the current
recession lasting longer—probably about 18 months. That grey cloud was delivered at CTAM Summit’s closing ses-
sion Tues by Merrill Lynch’s Jessica Reif Cohen. Calling cable “recession resistant, not recession proof,” she noted that
MSO stocks tend to recover earlier in a recession (1-2 quarters after a recession begins), while entertainment stocks
recover much later (1-2 quarters after it ends). She sees cable’s net adds slowing down and not getting back to trend
lines for about 2 years. During the ‘90s, cable net adds slowed about 50%, she said. Sitill, it wasn't all doom and gloom.
Discovery’s David Zaslav said that so far cable has been very strong in terms of advertising—the most worrisome
revenue source during the turndown. Discovery is up about 9% overall on the ad side, he said, crediting some of that to
cable pricing being below broadcast and to broadcast ratings declines. “Having said that, we're looking into next year,
and we're pretty cautious,” Zaslav added. “4Q still remains strong. It has slowed down, but we're holding our own. In 1Q,
advertisers haven't started to flee yet. | do think if the economy is as bad as Jessica says, it will close in on us as well”
Canoe CEO David Verklin said that if anything, advertisers are more interested in Canoe’s work to create a national
platform for cable for addressable advertising. After the panel, Verklin told Cfax he asked the MSOs in the jv if, given the
economy, he should slow down. “They turned to me and said, ‘We're big redwoods that need to be trimmed. You're a tiny
little plant that needs to be watered. If anything, go faster,” he said. Advertisers and programmers seem to feel the same
way, with a “ridiculous level” demanding to have meetings with Canoe, according to Verklin. “They’re looking for some
change in the linear 30-sec TV commerecial.. .this crisis could drive us toward that at an accelerated rate,” Verklin said.
Cablevision’s Tom Rutledge said history has shown that while home construction slows down, so does cap ex for oper-
ators. “Your business is actually quite stable from a free cash flow perspective and from an operated cash flow perspec-
tive, and ultimately your business booms once things start up again,” he said.-- CTAM saved the best for last, with Tues’
closing session serving as the climax of the 3-day show. A few more highlights: Zaslav spoke against giving full episodes
for free on the 'Net, saying his company’s not chasing the Web because the economic model isn't strong. “We need to
get practical on the content side of the business, and take a look at where our bread is buttered” Rutledge declared that
he never viewed VOD as a new revenue stream, but simply as a technology. Reif Cohen adamantly disagreed, declaring
it a lost opportunity for cable with an $8bln movie rental business there for the taking. If programmers had been able to
figure out the programming rights dilemma (many don’'t own the rights to their programming) and offered ops everything,
then VOD would be different today, Zaslav said, calling network DVR a backdoor to getting all those rights.

CTAM Notebook: Sunday is fun day for online viewing. Not only do sports properties see a spike in online activity, but
Fancast svp Karin Gilford said that Sunday is the biggest day for her platform. She suggested that a lot of the Sun
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viewing comes from people playing catch-up on episodes they missed. -- “I'm not sure we'll remember YouTube in 10
years,” John Zehr, ESPN svp digital media product dev said. During a CTAM panel, he suggested that YouTube will
lose viewers as they migrate to quality content versus user-generated. But CBS Interactive svp Ken Lagana sug-
gested no one count YouTube out yet as it accounts for about 85% of online viewing today. CBS became You Tube’s
1st content partner to stream full episodes on the platform. -- CTAM Summit had 2214 attendees, down from last year’s
2700+. Next year’s show will be in Denver as part of the fall Cable Connection week. -- Time Warner Cable evp Peter
Stern continued his role as Glenn Britf’s emissary on Web TV issue during a broadband leadership breakfast Mon

at CTAM. Stern argued against offering programs for free online in an attempt to capture “the elusive 18-24-year-old
males” The question is, he said, what business model ensures the funding and creation of great brands and great
content? Stern’s answer is having customers “pay once” for content across multiple platforms. But former MTV hand
and Next New Networks co-founder Fred Seibert disagreed, noting that great content and brands can and are be-
ing created in a free-content environment, ie at his company. With new paradigms in media, “new communities need
specific, new brands,” he said, including the niche video content found on the Web, the proverbial “dog on a surfboard”
But Seibert said while media is undergoing “incredible adjustments...the cable model won't go away”

Competition: FiOS TV has added content from Starz, Showtime and Sundance Channel to its HD VOD library,
which now totals more than 1K hours of programming. -- DISH said nationwide preordering will begin Nov 19 for
its DTVPal DVR, a digital-to-analog converter box offering recording functionality for up to 150 hours of SD content
or up to 30 hours of HD. The DBS op also said that a feature allowing customers to convert 2 specific set tops into
DVRs by attaching an external hard drive will be available by the end of the month. -- AT&T has completed the
69-market roll out of its Total Home DVR through launches in 11 cities including Miami, Green Bay and Dayton.
Separately, the telco has added MGM HD to its U-verse TV lineup.

Carriage: Sky Angel has renewed its carriage agreement with ION TV and agreed to also launch Qubo Channel
and ION Life. -- RCN has added Qubo Channel in NY, Philadelphia, and DC. -- Cox has launched GolTV as part
of its Paquete Latino package in Baton Rouge and Acadiana, LA.

VOD: Fox Sports Carolinas and Time Warner Cable have partnered to offer on demand viewing of certain net shows
in NC and SC. -- Blockbuster’s planning to roll out a set top ahead of the holidays that allows movie streaming.

Advertising: Don’t expect any sympathy from cable ops, who are facing advertising slowdowns of their own, but
TVB has downwardly revised its '09 forecast covering local broadcast TV’s spot market—only the 2nd time in history
it has done so. TVB’s outlook for local spots fell to -4% to -8% from 2% to -1%, and for national spots to -11.5% to
-15.5% from -2% to -5%. -- Motorola and BlackArrow have devised a VOD server that's SCTE 130 compliant and
allows for dynamic insertion of targeted ads at any point in on demand content.

Ratings: Battles on the gridiron and at the ballot box dominated cable telecasts last week. ESPN’s “MNF” led with a
10.2/10mlIn, followed by 13 election night coverage blocks and NFL Net's 1st exclusive game of the season, which saw
its total viewer avg slip slightly versus last year to 2.14min. 5 hours of CNN election coverage took spots 2-6, led by a
9.6/9.45min for the 11pm-midnight slot. 5 Fox News blocks ensued, led by a 6.5/6.17mIn from 9-10pm. Brag Book:
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Viewers keep singing the praises of Gospel Music Channel. Add us to your
lineup, and see how our exceptional viewer value can help boost your digital
upgrades and advertising sales.

gospel music channel.

Call your Gospel Music Channel representative today at 770.692.8890

Natalie Grant Source: Beta Research 2008 Digital Cable Subscriber Study. Rankings based on digital cable music networks. Excludes audio music channels.
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GUEST COLUMNIST

CTAM On Demand Consortium
Reaches New Heights

Part of the challenge in bringing new and advanced
cable products to market is the need for solid collabo-
ration among the many involved constituents.

Let’s face it: Whether you work for a cable company, a
content provider, or a technology supplier, chances are
high that your viewpoint is relevant to the end product.

That's why the CTAM On Demand Consortium (or ODC
for short) opted this year to expand its work beyond
“just” On Demand, to also include advanced advertis-
ing, interactive TV (meaning tru2way and EBIF), and
cross-platform product

Bob Benya, svp, advanced video product management
for Time Warner Cable and co-chair of the ODC, puts it
this way:

“We live in a competitive world. The only way we can
win is to collaborate with one another—not just MSO to
MSO, but all of us—programmers, technology compa-
nies, researchers and suppliers. That’s why | choose to
be so involved in the CTAM On Demand Consortium.
No other work group tackles such a broad, but focused,
set of product development issues.”

Stacy Melle, vp, marketing, NBCU Digital Distribution
and an ODC co-chair, became involved because video
product development so regularly crosses between
distribution and content.

“Working in the On Demand Consortium helps me
keep my company focused on what'’s really happening
in next-generation content and advanced applications.

Plus, the work we’ve completed as a group this year is
pretty spectacular”

Well, you be the judge. In 2008, the CTAM On Demand
Consortium completed the following key initiatives:

. Completion of three in-depth consumer sur-

veys, to better understand what everyday people are
thinking about OD, tru2way applications, and cross-
platform viewing (online, mobile and TV);

o Development of a white paper that analyzes
and recommends an improved On Demand advanced
advertising management ecosystem

o A survey of industry experts to explore and un-
derstand the technology and go-to-market complexities
involved in launching an assortment of cross-platform
applications, like remote DVR scheduling and portable
video

. Socialization of the CableLabs 1.1 metadata
specifications to identify inconsistencies in use across
the industry. An On Demand user interface eye study
to establish recommendations on how to improve VOD
interfaces

...and that’s a partial list.

In addition, the ODC’s ongoing educational outreach
was enhanced with two new projects.

At the 2008 Cable Show, the ODC initiated a series of
topic-targeted, member-only technology tours; more
than 60 members participated.

A series of webcasts on topics relevant to the expand-
ed ODC work areas are in development and will punc-
tuate the accomplishments this year.

The ODC met Sunday at the CTAM Summit in Boston,
for its annual year-end review. Part of our focus is on
earmarking key projects for 2009.

And just as “on-demand” has grown beyond its moni-
ker, next year’s ODC objectives will strive to advance
the sector—however it evolves.

(Angie Biritt is vp, advanced products, CTAM)

ala
CableFAX

- - CableFAX: The Magazine CableFAX 100 Issue

Publication Date: December 1
Ad Space Close: November 17

Join Us in Honoring the CableFAX 100 “Hot List” ¢ '

-

CableFAX Top 100 Awards Luncheon ¢
December 2, 2008 - National Press Club, Washington DC '
Register at CableFAX.com

€

For Advertisement and sponsorship opportunities contact: Debbie Vodenos - 301.354.1695; dvodenos@accessintel.com
Erica Gottlieb - 212.621.4612; egottlieb@accessintel.com ¢ Anthony DeRico - 212-621-4875; aderico@accessintel.com




CableFAX
BEST OF THE

WEB AWARDS
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CaBLEFAX'S BEST OF THE WEB AWARDS is the industry’s

top honor in digital space, recognizing outstanding Web sites and digital
initiatives among cable programmers (networks and independents), operators,
vendors and associations. The CableFAX Best of the Web Awards will also salute
the cable executives behind the scenes, making these digital initiatives shine.

The awards are presented by the most trusted information source in cable: CableFAX Daily and sister
brands CableFAX: The Magazine and Content Business. The winners and honorable mentions will be
honored at an awards event on February 26, 2009 at the Grand Hyatt, NYC.

Awards Timeline
Entry Deadline: December 3, 2008
Late Entry Deadline: December 10, 2008
Award Event: February 26, 2009

People Awards:

who is successfully leading your
organization’s digital initiatives
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To sponsor the Best of the Web Awards program, including the luncheon and special Please contact Awards Coordinator, Rachel Smar at 301-354-1613;
issue contact publisher Debbie Vodenos at 301-354-1695 or dvodenos@accessintel.com. rsmar@accessintel.com.




