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PERLPARA 

Market backdrop remains favourable 

With the global economic situation increasingly uncertain, we have taken 
the opportunity to review recent industry forecasts on the streaming video 
market. The message remains positive: the industry continues to expect 
robust growth in the near/medium term, despite the challenging macro 
backdrop. We have also taken a deep-dive into Netflix Inc’s Q1 22 release, 
which revealed that the industry leader in streaming video is facing a 
number of headwinds. In our view, one difficult quarter for Netflix is not a 
sign of turbulence for the global video streaming market, nor an indication 
of more challenging conditions for the markets addressed by Aferian.  

▪ Market growth forecasts remain favourable. With the global economy 
facing a number of significant challenges, notably events in Ukraine, rising 
inflation and interest rate increases, we’ve taken the opportunity to 
review a number of recent industry research forecasts for the global 
streaming video market.  The message remains very positive: the research 
we surveyed forecasts material growth in the market over the 
near/medium term.  

▪ Netflix had a difficult Q1 22. With over 220m subscribers, Netflix Inc is the 
global leader in streaming video services, and is influential in driving 
sentiment towards the entire sector. In Q1 22, the group reported its first 
subscriber loss in over a decade (a 0.2m decline) compared with guidance 
of 2.7m growth. The release also confirmed that 0.7m subscribers were 
lost in Russia and revealed the company’s estimate that it has 100m non-
paying customers (password sharers). The result was a 20%+ decline in the 
share price following the announcement.  

▪ Key competitors continue to grow. In subscriber growth terms, the other 
key players in streaming video had a much stronger quarter. Disney, the 
#2 player, saw subscriber growth of 9m across its three platforms. The 
combined PlutoTV/Paramount+ subscriber base grew by 6.8m to 62m. 
HBO (and HBO Max) added a combined 3m subscribers during the period.  

▪ Aferian remains well-placed to deliver growth. Aferian has a strong 
offering of end-to-end video streaming platforms (via the 24i business) 
and consumer streaming devices (Amino). We conclude that the market 
backdrop remains favourable for Aferian, the fragmented streaming video 
market is an opportunity, and the Netflix announcement does not signify 
any deterioration of the market backdrop. 
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FYE NOV ($M) 2019 2020 2021 2022E 2023E 

Revenue 77.2 82.7 92.9 97.8 108.2 

Adj EBITDA 14.8 16.7 18.4 21.5 24.5 

Fully Adj PBT 9.4 9.8 11.4 12.6 14.6 

Fully Adj EPS (c) 10.8 9.9 11.2 13.0 15.0 

EV/EBITDA (x) 9.4x 8.4x 7.6x 6.5x 5.7x 

PER (x) 16.0x 17.5x 15.4x 13.3x 11.5x 

Dividend yield 1.2% 1.4% 2.3% 2.5% 2.7% 

Source: Company Information and Progressive Equity Research estimates. 
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Industry growth forecasts remain positive… 

2022 has seen a number of macro-level challenges to the global economy, with the impact 
of the Russian invasion of Ukraine, rising interest rates and spikes in inflation continuing to 
be felt. With the global economy facing some major macro-level challenges, we take the 
opportunity to review recently published industry estimates of future growth for the global 
streaming video market. Our key takeaway is that forecasts continue to anticipate strong 
market growth, against the challenging macro situation. We highlight:  

▪ Statista estimates the global SVOD market reached 1.2bn subscribers in 2021 and will 
grow by more than 400m over the next six years1.  

▪ Fortune BI estimates the global video streaming video market will reach $1.69bn by 
2029, almost four times the 2021 level2. The US is currently the largest region for 
streaming services, but Asia-Pacific is expected to report the fastest growth over the 
forecast period.  

▪ Skyquest Technology Consulting forecasts the global video streaming market to reach 
$932m by 2027, a 25% CAGR vs 20213. 

▪ Rethink TV estimates the global SVOD market will grow from 0.7million subscribers in 
2022 to 1.8bn in 2027, with revenue growing from $72bn to $171bn. Over the same 
period, AVOD (advertising-based video on demand) revenues are forecast to grow from 
$50bn in 2022 to over $91bn. These estimates are shown pictorially below. 

Streaming video market size and growth 2022-2027E (US$bn and % CAGR) 

 

Source: Rethink TV 

In terms of drivers of increased streaming video service adoption, we believe ease of access 
to an increasing variety of content is driving take-up, supported by keen pricing and 

increasingly ubiquitous broadband internet availability  − both fixed line and mobile − 
across the globe. 

 

1https://www.statista.com/topics/7527/video-streaming-worldwide/#dossierKeyfigures 
2 https://www.fortunebusinessinsights.com/video-streaming-market-103057 
3 https://skyquestt.com/sample-request/Video-Streaming-Market 
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Clearly these are only four reports. We have deliberately excluded any reports published 
earlier than January 2022 as we believe sentiment in financial markets was then somewhat 
different to now.   

Each report has a different definition of the video streaming market and therefore 
estimates of market size vary in each report. However, we highlight that:  

1) Each report has been published within the last six months, so they are arguably 
timely.  

2) They have been published against the backdrop of emerging macroeconomic 
challenges and Netflix’s Q1 22 report. 

3) Each report forecasts material growth in the market over the near/medium term.  

…and the market is increasingly fragmented 

Netflix launched its streaming video service in 2007. In the past three years, a number of 
significant competitors have entered the market: Disney+ and Apple TV+ in 2019, HBOMax 
from WarnerMedia, Peacock from NBCUniversal, and Paramount+ from ViacomCBS in 
2020, and Discovery+ in 2021. Commercial traction has been rapidly gained, with each of 
these services attracting millions of subscribers within a matter of months.  

Clearly the industry has become significantly more fragmented over the past three years. 
From the consumer’s perspective, our research also uncovered some insightful statistics 
on the impact of fragmentation on customer spending.  

Number of paid streaming services among paid video subscribers 

 

Source: Progressive Equity Research, Nielsen4 

The graphic demonstrates the number of streaming video services taken by consumers. 
Note that this research was conducted in the USA. With that particular market being both 
large and somewhat of a lead indicator for the rest of the world’s media consumption, we 
believe similar trends are being experienced elsewhere.  

 

4 https://www.nielsen.com/us/en/insights/report/2022/state-of-play/ 
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Clearly the trend shows an increase in the proportion of customers taking multiple services. 
In 2019, 65% of subscribers took more than one service; by 2022, that figure had risen to 
82%. Similarly, 3% of subscribers took five or more services in 2019; by 2022 this had 
increased to 17%.  

Porter’s five forces model claims that the greater the number of competitors in a market, 
along with the number of equivalent products and services they offer, the lower the market 
power of a single player. The increasing fragmentation of the industry is, in our view, 
negative for providers of streaming video services as competitive pressures are rising. It is 
also true that barriers to entry are low. However, as we discuss further on page 8, these 
dynamics are positive for services providers such as 24i and Amino since these businesses 
provide products and services to improve their clients’ competitive positioning. 

 

Netflix had a difficult Q1 22  

Netflix Inc. (@NFLX) is the global leader in streaming video services. Its Q1 2022 letter to 
shareholders contained a number of issues that were negatively received by the 
investment community and, in our view, may have impacted sentiment towards the entire 
streaming video sector. We believe Netflix is experiencing some company-specific 
headwinds, and the read-across is less damaging at a macro industry level than many 
assume. Below we contextualise Netflix within the streaming video industry, discuss the 
group’s Q1 22 announcement and prevent evidence supporting our positive view on the 
industry-wide growth outlook.  

Netflix Inc. − the market leader in streaming video   

As demonstrated in the following charts, with a global subscriber base of 222m and a long 
history of subscriber growth, Netflix Inc. is the leading global SVOD (subscription video on 
demand) service provider. 
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Netflix Inc. historical subscriber growth and industry position 

 

 

 

Source: Statista/Netflix Inc, Indiewire 

* PERL estimate 

 

Founded in 1997 by a group of ex-Paypal (@PYPL) employees, Netflix Inc originally provided 
an online DVD subscription service, subsequently launching an SVOD service in 2007. In 15 
years, the group has built a global subscriber base that in absolute terms exceeds the 
combined population of Germany, France and Italy, or put another way c.70% of the entire 
population of the USA.  

Q1 22 reporting alarmed the investment community 

As the largest player in the market and arguably ‘the face’ of streaming video5, Netflix has 
become a bellwether for the state of the industry. The group’s Q1 2022 shareholder letter, 
released in April 2022, raised several key concerns among the investment community, with 
a resulting 20% decline in the group’s share price. To recap, some of the key causes of 
anxiety were: 

▪ Calendar Q1 2022 saw the group report its first subscriber loss in over a decade as it 
shed 200,000 subscribers. Management cited headwinds from the Covid-19 pandemic, 
account sharing, the launch of competitor streaming services and macroeconomic 
factors as the key challenges to delivering subscriber growth.  

▪ The Q1 performance compared with 4m growth in Q1 2021, and company guidance of 
2.7m additions for the quarter. 

▪ Management confirmed that around 700,000 subscribers were lost when the service 
closed in Russia. Excluding Russia, the group would have reported 500,000 net 
subscriber additions; positive territory, but still some way behind the 2.7m guidance. 

▪ Management revealed its expectation that c.2m subscribers would be lost in the 
current quarter. 

▪ Netflix announced (its estimate) that over 100m additional households are ‘password 
sharing’, i.e., taking the service without paying a subscription fee. Password sharing has 

 

5 https://www.forbes.com/sites/bradadgate/2021/06/17/nielsen-streaming-video-audience-share-is-
higher-than-broadcast-tv/?sh=34113ef2c0e3 
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long been an investor concern for Netflix and many other online services. We believe 
many investors will have been concerned by Netflix’s quantification of the sheer scale 
of the problem. In simple terms, Netflix has a user base almost 50% larger than its 
paying customer base. These non-paying customers incur content costs, platform costs 
etc, but generate no revenue. 

Clearly this was a disappointing announcement, as evidenced by the share price reaction. 
We believe that a number of these issues are company-specific, but the negative read-
across has impacted sentiment towards the entire streaming video industry. In our view, 
these concerns have been overdone, and we would highlight the following as supporting 
our more positive view: 

▪ Netflix significantly undershot its own guidance on subscriber growth. To us, this 
suggests that market expectations had been mismanaged 

▪ Compared with a total subscriber base of over 220m, Russia was arguably not a key 
market for the group. That said, the loss of 700k paying customers is unwelcome, and 
with a population of c.144m, Russia may represent a lost growth opportunity.  

▪ Finally, and perhaps most importantly, other key SVOD players continue to report 
strong growth (see page 7). This suggests to us that competitive pressures in the 
streaming video market may be rising, but that recent headwinds faced by Netflix are 
not an indication of unfavourable macro-industry trends. 

Recent price increases unhelpful? 

In April 2022, Netflix raised the prices for its key streaming services. The changes were 
implemented globally. The company claims that the increase will allow it to further invest 
in new content, increasing the attractiveness of the service. As shown in the following 
chart, the company has made a number of price increases over the recent past. 
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Netflix – US service pricing history 

 

Source: The Verge 

Increasing prices against a backdrop of economic turbulence and increasing competitive 
pressure in your core market is, in our view, a bold tactic. It is also one that is rarely a 
positive driver of subscriber growth. In fact, the exact opposite. Price increases dampen 
subscriber additions while increasing disconnection levels, i.e., customer churn. The Q2 

2022 price increases were widely − and negatively − reported in the trade and broader 
media. To quote influential website The Verge: “Yes, Netflix just got even more 
expensive.”6 

In the UK and US at least, Disney+ last implemented a price increase in early 2021, the first 
uplift since the service launched. However, at the time Disney also launched the Star 
service, a material improvement in both the volume and variety of content streamed across 
the platform. Recent press commentary has speculated that a further increase may be 
coming in 2022. Although yet to be confirmed, the group is also widely expected to launch 
an advertising-supported membership tier, a tactic Netflix has so far resisted.  

Market research from Nielsen7 found that subscribers to streaming video services are 
highly cost-conscious. As demonstrated in the following chart, it is the most important 
factor in consumers acquiring new services, but also in retaining existing subscriptions.  

 

6 https://www.theverge.com/2022/3/24/22993562/netflix-price-increase-us-plans-2022 
7 https://www.nielsen.com/us/en/insights/article/2020/playback-time-which-consumer-attitudes-will-
shape-the-streaming-wars/ 
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The importance of video streaming attributes 

 

Source: Progressive Equity Research, Nielsen 

Netflix has historically avoided an advertising-supported subscription tier. Its management 
believes that the absence of adverts makes for a superior customer viewing experience8. 
Press commentary has speculated that the group is investigating an AVOD service, with 
recent remarks from co-CEO Ted Sarandos seemingly confirming that a cheaper offering is 
coming9. Given 1) its declining subscriber base, 2) ongoing losses of popular content rights, 
3) the negative near-term outlook for real consumer income levels and 4) the fact that most 
of its key competitors already have an AVOD offering (Disney+ is scheduled to launch a 
service later this year8), we view this as a strategically sensible move by the market leader.  

Other major players continue to report growth 

Netflix is the market leader globally in streaming video. In subscriber growth terms, some 
of its key competitors had a much more positive first quarter of 2022. We highlight: 

▪ #2 player Disney saw subscriber growth of 9m in calendar Q1 2022, closing the period 
with 206m paid streaming subscribers across its three platforms (Disney+, ESPN+ and 
Hulu). 

▪ HBO (and HBO Max) added a combined 3m subscribers during the period, bringing the 
subscriber base to 77m. 

▪ Discovery+ ended the period with 24m subscribers, 2m higher than the end of 2021. 

▪ Peacock grew its active subscriber base by 3.5m in the quarter to 28m. 

▪ The combined PlutoTV/Paramount+ subscriber base grew by 6.8m to almost 62m. 

  

 

8 https://www.fiercevideo.com/video/netflix-ads-never-say-never-its-not-our-plans 
9 https://www.hollywoodreporter.com/tv/tv-news/netflix-ted-sarandos-talks-strategy-at-cannes-lions-
1235170626/ 
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The relevance for Aferian? 

As long-term followers of the cellular industry, we also believe that development of 
streaming video is demonstrating a number of parallels with the mobile phone market. 
During the growth phase in cellular, subscriber growth was viewed favourably by the 
investment community and higher ratings were given to MNOs that could deliver superior 
subscriber growth. Once markets became saturated and the subscriber growth phase 
slowed, sentiment towards the sector declined as MNOs struggled to grow. In our view, 
Vodafone Group (VOD.L) is an excellent example of this trend. That company’s struggles to 
deliver growth over recent years have been well-documented, with investor sentiment 
towards the company being impacted accordingly.  

However, as a supplier servicing the global streaming video market, Aferian is less exposed 
to any slowdown in streaming video subscriber growth in our view. During the rapid 
subscriber growth phase, streaming video providers need the types of products and 
services offered by Aferian to attract new subscribers. As growth slows, competitive 
pressures increase and subscriber retention becomes more of an issue, the same services 
are also required to limit churn (subscriber loss). Either way, demand remains strong for 
Aferian as its solutions are designed to improve client’s competitive positioning.  

Aferian has a strong offering of end-to-end video streaming platforms (via the 24i business) 
and consumer streaming devices (Amino). To quote its own purpose statement, Aferian 
makes it easy for customers to connect to the content they love. Around 100m people 
worldwide stream the video they love using an Aferian Group interface via the group’s 
growing global customer base of over 500 service providers. We continue to believe that 
Aferian has the product set, market positioning and global platform that will allow the 
group to capture growth opportunities from its rapidly expanding core market. 

 

Conclusions 

Our analysis leads to two key conclusions:  

1. Given the global macroeconomic situation, we take reassurance from the fact that 
a number of market research reports published in recent months have maintained 
positive expectations of market development over the medium term. Industry 
expectations seemingly have not been impacted by events in Ukraine, rising 
inflation, interest rate increases etc being experienced across the globe.  

2. With a number of the other major players in streaming video reporting positive 
subscriber growth in Q1 2022, we believe that the disappointing performance 
from Netflix was not an industry-wide phenomenon. To us, this signals that 
competitive pressure within the industry may be increasing as penetration levels 
rise, but the issues impacting Netflix’s ability to continue to deliver subscriber 
growth are not being experienced by its key competitors.  

 

  



 

30 June 2022 

 

 
10  Aferian 

Appendix: Aferian plc − operations summary 

Today’s consumers access TV and video content over the internet on a wide range of 
devices – from mobile phones and laptops to Smart TVs and branded streaming devices 
supplied by Pay TV operators. Aferian’s software and devices help media companies to 
cost-effectively tackle their key technology challenges. The group goes to market via two 
wholly owned subsidiaries – their respective product and service offerings are summarised 
in the following table.  

 
Aferian Plc – Operations and service offering 

 

 
 

Key Products and Services 

Video content processing: 24i’s software handles the 
conversion of TV-quality video (both live and on-demand) 
into all the different video formats required by different 
devices. It also automates the process of dividing up live TV 
channels into individual shows for ‘catch-up TV’. 

Application creation and management: 24i has developed 
off-the-shelf video streaming apps for many different 
consumer devices. When vendors like Apple and Google 
update their operating systems, 24i adjusts its off-the-shelf 
apps to ensure they still work on the latest versions. 24i also 
offers simple online tools that clients use to configure the 
apps – adding their own logo and branding, adjusting the 
titles or descriptions of individual TV shows, and building 
the ‘playlists’ of content to be displayed to the consumer. 

Systems Integration: 24i’s software is offered as a ready-to-
use end-to-end platform, ensuring elements like the video 
conversion software and the app software work smoothly 
together from service launch. Specialist 3rd party software 
(e.g. payment platforms, content security) is already 
integrated, making 24i’s platform the problem-solving 
‘middleman’. 24i’s managed service options give content 
owners further predictability, without the expense of hiring 
additional staff. 

Engagement: 24i’s data-driven software uses algorithms to 
select the content most likely to appeal to each individual 
consumer (based on their viewing history). This data is fed 
to apps or to email marketing systems to help the consumer 
rapidly find content they love, thereby keeping viewers 
watching and building customer loyalty and revenue. 

Devices and Operating system: Amino’s sustainable, 
reliable devices and software operating system deliver a 
high-quality user experience that enables Pay TV operators 
(who are often broadband providors) to command a 
premium subscription and lower customer churn.  

These same robust devices can also receive streams of video 
and text content for display on digital signs in out-of-home 
settings – from train stations and retail stores to hotel 
rooms. 

Quality of service software:  Amino’s SaaS management 
platform gives clients real-time data about the performance 
of their managed device in each individual home. They can 
proactively identify and resolve issues that might impact the 
viewing experience. They can also provide a better support 
experience to consumers who call for help.  

In the digital signage market, the same SaaS platform 
provides the essential ability to monitor, access and reboot 
devices that are installed in unmanned and often 
inaccessible locations, ensuring signs continue to function 
without any on-site intervention. 

 

Source: Company data 
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Financial Summary: Aferian 

Year end: November ($m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 77.2  82.7  92.9  97.8  108.2  
Adj EBITDA 14.8  16.7  18.4  21.5  24.5  
Adj EBIT 10.2  10.5  11.8  12.8  14.8  
Reported PBT 3.5  4.4  5.3  8.5  10.5  
Fully Adj PBT 9.4  9.8  11.4  12.6  14.6  
NOPAT 10.2  10.5  11.8  12.8  14.8  
Reported EPS (c) 4.0  4.0  7.4  8.1  10.2  
Fully Adj EPS (c) 10.8  9.9  11.2  13.0  15.0  
Dividend per share (p) 1.7  1.9  3.1  3.4  3.7  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 13.8  16.4  14.1  22.5  22.9  
Free Cash flow 8.5  8.9  2.4  10.1  10.2  
FCF per share (c) 11.3  11.5  2.9  11.9  12.1  
Capex (4.2) (5.8) (8.4) (9.0) (8.5) 
Acquisitions (18.9) (0.2) (5.9) (0.2) 0.0  
Dividends (6.9) 0.0  (3.1) (4.7) (5.1) 
Net cash flow (11.7) 0.9  (7.8) 5.3  5.2  
Shares issued 0.0  0.0  12.7  0.0  0.0  
Other movements 0.0  0.0  0.0  0.0  0.0  
Net (Debt)/Cash 1.4  9.5  14.2  19.5  24.6  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 76.3  79.0  84.8  91.6  100.3  
NAV/share (c) 101.3  101.7  103.4  108.4  118.6  
Net Tangible Asset Value 1.2  1.4  1.6  1.8  2.0  
NTAV/share (c) 1.6  1.9  2.0  2.2  2.4  
Average equity 74.9  77.7  81.9  88.2  96.0  
Post-tax ROE (%) 3.8% 3.4% 7.0% 7.8% 9.0% 

      
METRICS  2020 2021 2022E 2023E 
Revenue growth  7.1% 12.3% 5.3% 10.6% 
Adj EBITDA growth  12.8% 10.2% 17.0% 13.9% 
Adj EBIT growth  2.5% 12.2% 9.0% 15.6% 
Adj PBT growth  4.3% 16.2% 11.1% 15.9% 
Adj EPS growth  (8.7%) 13.9% 15.7% 15.9% 
Dividend growth  11.3% 65.2% 9.0% 10.0% 
Adj EBIT margins  12.7% 12.7% 13.1% 13.7% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 1.8 1.7 1.5 1.4 1.3 
EV/EBITDA (x) 9.4 8.4 7.6 6.5 5.7 
EV/NOPAT (x) 13.7 13.3 11.9 10.9 9.4 
PER (x) 16.0 17.5 15.4 13.3 11.5 
Dividend yield 1.2% 1.4% 2.3% 2.5% 2.7% 
FCF yield 6.5% 6.7% 1.7% 6.9% 7.0% 

 

Source: Company information and Progressive Equity Research estimates 
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