





Media Transactions

Media transactions over US$1 Billion

1993 - 2007
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Examining media mergers and acquisitions of at least US$1 billion over the last 15 years shows two key features. The first is the sharp rise in activity in
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11 579 of music industry revenue in South Korea

in the first half of 2006 was digital or mobile. 7
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1999-2000, highlighted by the massive US$166 billion AOL/ Time Warner merger, which still dwarfs any other transactions in the media sector, followed

by a spectacular slump in activity in the following three years. The second is the rapid rise in activity in 2006-2007, with almost half of 2007 still to go.

Both the size and number of transactions over the last 18 months exceeds almost any other time over the last 15 years, with activity focused on private

equity acquisitions and trade sales. The question is how long this boom will last.
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:: FUTURE OF MEDIA :: #1The average US home has more

TVs (2.73) than people (2.55). 77

REPORT 2007

Ing of new business models for content — may the best one win!

night | had a fascinating dream. In some off-street parlour people were being offered a fantastic immersive experience.
ey could step into a world that would be tailored to them in every way, catering to their interests and tastes, creating what
for them would be the most entertaining experience imaginable. And it was entirely free! However the producers inserted
advertisements into the experience, which you could choose to skip for a payment. What actually happened was that people
were so entranced by the experience that they continually skipped the ads, distraught by the idea of being taken away from
their entertainment. As such you regularly had people racking up bills of over a million dollars. |, as many others, was sure | had
the fortitude and self-discipline to be able to handle the ads and time away from my entertainment, so | could experience this
wonderful entertainment for free. Yet | was aware many who thought they could do it ended up paying fortunes to skip the ads.
| entered the immersive experience, and found that | could direct my character how | wanted, interacting in an amazing world.
| recall thinking that the personalization of the entertainment left something to be desired, and that it needed more
development, but it was certainly a fabulous experience. By the time the ads arrived the dream had taken another turn into the
fantastic, so | wasn’t able to test my resolve.

When | woke | thought immediately of the extraordinary book Infinite Jest by David Foster Wallace. In the book, a film titled
Infinite Jest is so entrancing that anyone who sees it watches it in continual loop until they die in ecstasy. Some saw off their
fingers in order to see it again. It is difficult for content creators today to make content as compelling as Infinite Jest. But
perhaps they should be aspiring to do so.

My dream sparked off many thoughts about content business models, including the evident one of replicating the model in the
dream — getting people to pay to skip ads. If you extend this far enough, you get to a model where you can price advertising
by how much people are prepared to pay to skip it. Consumers should be able choose how they pay for content — by payment
or attention. Ultimately we should be able to move to dynamic content markets, where there is a different cost depending on
whose attention you are capturing, and the context in which it is embedded. Perhaps people will pay a lot of money not to
have an ad inserted in the middle of a chase scene in a movie, but they will even be prepared to pay to see the ads during the
break in the Super Bowl.

Over the last few days there has been substantial discussion on newspaper and print business models. David Lazarus of the
San Francisco Chronicle made a staggering suggestion that the newspaper industry should collectively agree to charge for all
online content, and that anti-trust legislation should provide an exemption to allow this. Dan Gillmor, among others, responded
in detail. Immediately following this, Tim O’Reilly reported that there are rumors the Chronicle is in deep financial trouble.

InfoWorld is said to be closing its print edition. Dave Winer and Doc Searls have some great ideas on what newspapers should

be doing to build their online presence and content models.

| find some of this discussion amazing. People create content and try to make money from it. There are now a multiplicity of
old and new ways to make money from content, and consumers (or participants) of content will consume the content they like
if the price is right. If content creators can charge for their content, they probably will. If they can’t, there is an advertising and
referrals model (among others). We are in the middle of a phase of great experimentation of business models, and we don’t
know yet how different kinds of content will best be able to make money. The bottom line is that the best business model
(associated with the best content) will win. The only possible other argument is one of public good, that is that journalists need
to be supported because they create something of societal value. There is a case to be made (as David Lazarus was implicitly
doing), but | refuse to believe that quality content cannot be supported by an industry on which people spent $1,350 billion
dollars last year, and where the pace of growth in spending doubles the rest of the economy. There’s fantastic money to be
made out there, so I'm not interested in listening to whingers, only to those who are seeking to give people what they want.
Because if you do, they will pay.

Posted by Ross Dawson at 5:12 PM

Post from Trends in the Living Networks blog (www.rossdawsonblog.com)
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1 549 of Japanese mobile phone users consume

advertising on a mobile phone at least once per week. ”/

About Future Exploration Network

Future Exploration Network (FEN) assists major organizations globally to
gain insights into the future, and to develop strategies and innovation
capabilities that create competitive advantage.

Clients of FEN's key executives include American Express, CNET,
Coca-Cola, Deutsche Telekom, IBM, KPMG, Macquarie Bank, Microsoft,
Morgan Stanley, Toyota, Unilever, and Virgin.

Ross Dawson: Chairman

Ross Dawson is a globally recognized business

strategist and authority on the future of
technology and business, the best-selling
author of Living Networks and Developing
Knowledge-Based Client Relationships, and
a frequent international keynote speaker.

#;

as CNN, Bloomberg TV, Washington Post, Reuters,

His work is regularly featured in leading
print and broadcast media worldwide such

SkyNews, ABCTV, and Channel News Asia. Ross also writes
the highly influential Trends in the Living Networks blog

(www.rossdawsonblog.com).

Richard Watson: Chief Futurist

Richard Watson is a leading international

trend-watcher and futurist, having
established organizations including
nowandnext.com, a bi-monthly review
of new ideas, innovations, and trends,
Global Innovation Network, and Free

Thinking. He is a columnist for Fast

Company, and a regular writer for a variety

of leading publications worldwide.
His book Future Files: A History of the Next 50 Years will be
launched in September 2007.

Look for other free publications by
Future Exploration Network, including:

- Future of Media Report 2006
- Web 2.0 Framework

(Use your favorite search engine)

GLOBAL BEST-OF-BREED EXPERTISE

FEN complements its core resources by drawing as required on a broad
network of global best-of-breed experts. This allows us to deliver unique,
world-class services for projects of any scale.

SERVICES

Strategy consulting and research

FEN applies a range of tools and approaches to assist its clients to
develop clear, actionable strategies in highly uncertain environments.
We have deep expertise in applying scenario planning to build
robust strategies.

Research

Deep research into technological, social, and business trends supports
clients’strategic thinking, decisions, and implementation. Technology
landscapes help organizations to plan long-term positioning, product

development, and technology strategies.

Thought leadership content

FEN creates content for leading organizations that will reach and
engage attention-poor senior executives and support key messages on
technology and business trends. These can be delivered in a wide variety
of content formats, including print, presentations, documents, audio,
video, and flash, and delivered so they reach target audiences.

Presentations and workshops

Keynote speeches and executive workshops can be delivered by key FEN
executives or other world-class presenters from our network to stimulate,

provoke, entertain, and provide input into specific strategic decisions.

Presentations and workshops

FEN creates focused, relevant, highly interactive conferences and events
that bring together the best minds in the field. FEN organizes both public
events, and custom-designed events for key sponsors.
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Future Exploration Network
Level 14, 309 Kent Street
Sydney NSW 2000 Australia

Email :: fen@futureexploration.net
Sydney :: +6129994 8011

San Francisco :: +1 (415) 315 9566
London :: +44 (0)20 8133 3688
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