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Abstract

This report focuses on Netflix’s growth strategy, market positioning, and competitive
landscape in the highly dynamic streaming industry. By examining market trends,
competitor approaches, and Netflix’s unique strategies for content and pricing, this
section identifies the key factors driving the company’s competitive success and
challenges in the global market. The analysis highlights how Netflix adapts to regional
markets, stays competitive, and uses innovative growth strategies to maintain its
leadership. These insights provide a clear picture of Netflix’s current market position
and play an essential role in the overall equity analysis presented in the joint report.
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This report is part of the Netflix Equity Research Report
— See what’s next, developed by Jonna Sistek (58795) and Maike Jancin
(58583) and should be read has an integral part of it.
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Introduction

This report constitutes an individual contribution to the joint Netflix Equity Research
Report — See what's next, developed in collaboration with Jonna Sistek. While the
joint report provides a comprehensive assessment of Netflix’s financial performance
and valuation, this section emphasizes the company’s strategic positioning, market
dynamics, and associated risks. By examining Netflix's competitive landscape,
growth strategy, macroeconomic influences, equity structure, and the broader
subscription video-on-demand (SVoD) market, this analysis lays the foundation for
a well-rounded investment recommendation.

The report begins with an analysis of Netflix’'s business model and market
advantages, focusing on its subscription-based revenue structure and ability to
adapt pricing strategies across regional markets. Netflix's growth strategy is
explored in depth, with an emphasis on initiatives such as ad-supported subscription
tiers, investments in exclusive content, and expansion into adjacent markets like
gaming. These efforts are evaluated in the context of their potential to drive
sustainable growth and profitability while navigating intensifying competition.
Additionally, macroeconomic factors are analysed to assess their impact on Netflix's
operations and consumer demand. Key indicators such as inflation, GDP trends and
shifts in disposable income are considered to evaluate Netflix’s resilience to
economic fluctuations. The report further situates Netflix within the competitive
SVoD landscape, highlighting challenges posed by direct and indirect competitors.
The valuation section integrates a Multiple Analysis and Scenario Analysis to
assess Netflix’s financial position and future outlook. By comparing Netflix’s
financial metrics with industry peers and exploring various potential scenarios, the
report evaluates the company’s ability to navigate uncertainties and capitalize on
growth opportunities. The key risks section addresses potential challenges that
could impact Netflix's strategic goals and financial performance, including
competitive pressures, regulatory changes, and the increasing cost of content
production. These risks are analyzed alongside potential mitigation strategies to
provide a balanced perspective.

The report concludes with a recommendation that integrates insights from both this
analysis and the joint report, offering a comprehensive and informed perspective on

Netflix’s investment potential.
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Company Overview
Company Description

Netflix, Inc. (Netflix or NFLX) is a global leader in entertainment services, which
N E T FL I x offers streaming access to a broad library of TV series and movies to a worldwide
audience. Founded in 1997 by Reed Hastings and Marc Randolph, and
headquartered in Los Gatos, California. Netflix started as an online DVD rental
service. In 2007, the company revolutionized the entertainment industry with its
transition to a subscription-based streaming model. Thereby, Netflix became an
innovator in the area of video-on-demand (VoD) services. In 2010, it expanded

internationally by offering its services in Canada, Latin America and the Caribbean.

Today, Netflix serves customers in over 190 countries with content in more than
30 languages and over 282 million subscribers worldwide (Netflix, 2024c). Its
platform is known for high-quality, original productions like Stranger Things, The
Crown, and The Witcher. Netflix's offers different pricing plans which provide

subscribers with access to the library of high-quality licensed and original content.
Business Segments and Business Model

The company has one main revenue stream: subscription fees for its streaming
Standard

with ads Standard Premium services. Netflix provides a variety of membership rates based on streaming quality
$6.99 $15.49 $22.99 and the number of devices that may stream concurrently. Each tier has a distinct
Ad- pricing point, allowing Netflix to reach a wider audience. In the U.S., the "Standard
supported Unlimited Unlimited
?:;fif(mlsh access access Plan" costs $15.49 per month and allows streaming in 1080p resolution on up to
ICLI

two devices simultaneously, along with the ability to download content to two
Watch on 2 Watch on 2 Watch on 4

devices devices devices devices. The "Premium Plan," priced at $22.99 per month, provides 4K Ultra HD
1080p (Full ~ 1080p (Full 4K (Ultra and HDR streaming on up to four devices simultaneously and includes the option
HD) HD) HD) + HDR
to download on six devices (Netflix, n.d.-c). To diversify its offerings, Netflix
Download Download Download ] ] . ]
ggvzices on 2 devices ggv?ces introduced a more affordable "Standard with ads" plan in 2022, priced at $6.99 per
Odp(;ion to Option to month. This ad-supported tier offers the same streaming quality as the Standard
a one
eda add2 et Pplan but comes with advertisements, providing an economical alternative while
membper

Figure 1: Plans and pricing of generating revenue through ads (PEOPLE, 2022; Tamanini, 2022).

Netflix in the U.S. (Netflix, n.d.-c) ) ) ) ) ) ) .
Netflix's revenue from streaming services is segmented regionally into four main

markets: UCAN (U.S. and Canada), EMEA (Europe, the Middle East, and Africa),
LATAM (Latin America), and APAC (Asia-Pacific). Each region has distinct growth
potential and pricing strategies. For example, markets with slower growth, like
UCAN, focus on maintaining high “average revenue per user” (ARPU), whereas
emerging markets in APAC see lower ARPU but higher subscriber growth

potential. Despite its revenue allocation, Netflix operates as a one operating
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segment and considers all income and expenses on a consolidated basis. In total

Netflix generated $33.7 billion in revenues in 2023, of which 44% come from

14.8
10.6 )
Canada and the U.S (Netflix, 2024c).
as Additionally, Netflix is developing new revenue streams through licensing and
’ 3.7
l partnerships, particularly with mobile carriers and smart TV manufacturers, to
. enhance accessibility and reach in emerging markets. While direct revenue from

UEAN  EMEA - LATAM — APAC content licensing is limited compared to streaming subscriptions, partnerships

Figure 2: Revenue by region in . . T, .
2023 in $bn (Netflix, 2024c) increase customer acquisition and brand visibility, indirectly supporting revenue

growth.
Company Growth Strategy

848 96.13 Netflix pursues a growth strategy centered on continuously expanding its
membership base and increasing user engagement. Through strategic decisions
49.18 52.6
and business model adjustments, the company has experienced strong revenue
I I and subscriber growth since 2002. With the discontinuation of its DVD rental
service in September 2023, Netflix now focuses exclusively on streaming, aligning
UCAN EMEA LATAM APAC
Figure 3: Subscribers per region with shifting consumer habits and supporting the company's digital transformation
rd i
as of 3 Quarter 2024 (Netflix, (Milmo, 2023). As Q3 2024, Netflix has 282 million subscribers worldwide, of which

2024d)
the majority are located in the UCAN and EMEA region (Netflix, 2024d).
As part of its growth strategy, Netflix implemented the ad-supported subscription
model, designed to attract price-sensitive customers and generate additional
Implementation of revenue streams through targeted advertising. This structure enhances market

“Standard with ads”
compatibility by potentially facilitating seamless integrations with other providers,

such as Disney+ and Hulu, thereby expanding growth potential.

A further essential aspect of this strategy is the consistent investment in a diverse

Continued investments in

. media library comprising both licensed materials and exclusive original
exclusive content

productions. This diversification supports customer acquisition while promoting

long-term engagement among existing subscribers (Netflix, 2024d).

In line with its service expansion, Netflix has incorporated video games into its
Starting video games platform since November 2021, primarily targeting mobile app users. This initiative
business aims to increase user engagement, which can lead to higher advertising revenue

through more frequent ad impressions (Adgate, 2021).

Moreover, Netflix has adopted a cost-efficiency strategy focused on long-term

profitability, resulting in a significant increase in its operating margin. By employing
Using fixed licensing

model a fixed licensing model that covers production costs plus a 30% premium —

compared to the typical 60-70% in this market — Netflix can fully leverage

economies of scale as its user base grows, further enhancing profitability.
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Consequently, the operating margin increased from around 7% in 2017 to over
27.2% in 2024 (Netflix, 2024c).

Ownership Structure

Netflix is listed on the NASDAQ and has an equity structure that is mainly
influenced by institutional investors. The largest shareholders include Vanguard
Unknown Group (8.7%), BlackRock, Inc. (7.4%), Fidelity Management & Research Co. LLC

280 (4.8%), and State Street Corporation (3.97%). Geographically, most of Netflix's
investors come from the United States (63.20%), followed by the United Kingdom

(10.33%) and Canada (2.13%) which reflects Netflix's primary market area and

US & Canada
65% indicates the demand for streaming services in these regions (Marketscreener,

n.d.).

Figure 4: Geographical origin of
shareholders (Marketscreener,

n.d.) were held by institutional investors. This significant institutional ownership

As of September 20, 2024, approximately 86.36% of Netflix’s outstanding shares

indicates strong confidence from large investment entities in Netflix’s future growth.

The presence of long-term investors enhances Netflix's overall stability and allows
the company to focus on sustainable growth strategies. By fostering relationships
with institutional investors, the company can ensure that its capital-raising efforts
through equity offerings and stock sales are more efficient. This capability is crucial
for content financing, which are central components of its business model

(Corporate Finance Institute, n.d.).
Leadership Team

Netflix’s leadership team consists of 22 board members, eight of whom are women,
bringing a wealth of professional expertise to the company. The majority of the
board members are relatively new, and their diverse backgrounds cover key

industries such as film production, advertising, and Big Tech.

Co-CEOs Ted Sarandos and Greg Peters currently lead Netflix, contributing
complementary expertise to the company. This shared leadership structure is
designed to enhance decision-making processes and offer a comprehensive
perspective on strategic initiatives, particularly in content and technology. In early
2023, Reed Hastings, the company’s co-founder and former CEO, assumed the
role of Executive Chairman and continues to support the leadership team as a
trusted advisor (Netflix, n.d.-b).
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Sector Analysis

Macroeconomic Factors

The environment in which Netflix operates is significantly influenced by
macroeconomic and geopolitical factors that directly impact the company's

strategic direction and financial stability.

Inflation is a key macroeconomic factor for Netflix, as it affects both operating costs
and consumer purchasing power. Higher inflation rates lead to increased price
Inflation pressure and heightened sensitivity to subscription costs. In North America,
Netflix's largest revenue market, inflation rates are moderate (on average 2.9% in

2024) and are expected to decline further (International Monetary Fund, n.d.-a).

Another critical element is economic growth. An increase in GDP influences the
willingness of consumers to pay for streaming services. In Netflix's core markets,
such as North America and Europe, moderate economic recovery with a real GDP
cbP growth of 2.59% in North America and 1.53% in the EMEA region fosters a positive
consumption climate. Latin America’s improving economy, with 1.95% growth,
offers potential for subscriber increases, while the APAC region’s robust 4.05%

growth present significant opportunities (International Monetary Fund, n.d.-b).

Additionally, geopolitical events and currency fluctuations influence Netflix's
market conditions, as Netflix has exposure to over 190 countries and 45 currencies
Geopolitical events & (Seekingalpha, 2023). Conflicts in the Middle East and the Ukraine war, for
currency fluctuations . . . . .
instance, can create widespread economic uncertainties and currency fluctuations
that affect international operating companies like Netflix. Such geopolitical tensions

can lead to higher production costs and more unstable financial markets.
Subscription Video On Demand

The global SVoD market has experienced a remarkable rise in user adoption, and
this growth is expected to continue in the coming years. From 2017 to 2027, the
e LT total number of SVoD users is forecasted to increase from 0.6 billion to 1.7 billion
14 15 =~ . o . .
12 e at a CAGR of 11.2%. This growth is influenced by several factors including the
increasing availability of affordable internet access, the spread of smart devices,
707477 79 81 84
and a strong demand for exclusive on-demand content. At the same time, ARPU
2022 2023 2024 2025 2026 2027

Figure 5: SVoD market ARPU in has seen steady growth, rising from $45.03 in 2017 to $83.69 in 2027, which
?&Z?)USHS in billion (Statista, indicates the willingness of existing users to spend more for premium offerings.

Thereby, market revenues are forecasted to reach $137.7 billion by 2027, which
represents a CAGR of 14.2% (Statista, 2024i).
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138 However, analysts assume that the SVoD market faces challenges that could limit
129
119

9 109 its global potential. Developed markets, including North America and parts of

o Europe, are nearing saturation, where most households already subscribe to one
or more streaming services. Consequently, future growth will increasingly rely on

2029 2093 2024 2095 2096 2027 user acquisition in emerging markets such as India and parts of Asia. Yet, in large

_ _ potential markets like China, a general lack of willingness to pay for subscription
Figure 6: SVoD market revenue in
$bn (Statista, 2024i) content and regulatory constraints pose a significant challenge to further

expansion (Statista, 2024i).
Market Trends

In the dynamic VoD streaming landscape, Netflix faces the challenge of adapting
to market trends that influence its continued leadership. These trends, shaped by
technological advancements, evolving consumer expectations, and rise of new
streaming models, are reshaping the industry's strategic and operational

landscape.

High-quality streaming: A significant trend is the rising demand for high-quality
streaming, particularly in 4K and 8K resolution, which enhances the viewing
experience and meets consumers' growing expectations for superior content.
Netflix is responding by continually investing in high-resolution content and HDR
technology, ensuring its platform remains at the forefront of visual quality (Netflix,
2020).

Additional streaming services: Another notable trend is the increasing demand
for integrated services that offer a comprehensive entertainment experience,
reducing the need for users to switch between different platforms. To address this,
Netflix has begun expanding its offerings by incorporating additional services like
video games and live sports (Gartenberg, 2021). Recently, the company made
waves by streaming a high-profile live boxing match between Mike Tyson and Jake
Paul, which attracted significant attention and viewership, showcasing Netflix's
ability to diversify its content. However, some technical issues during the live

stream caused disruptions and frustrated many viewers (Nasdag, 2024).

Ad-based streaming: The shift towards ad-based streaming models is also

gaining momentum, as more consumers seek affordable alternatives to traditional
subscription-based services. The Advertising-based Video on Demand (AVoD)
32 38 44 50 market is projected to generate $48.32 billion in revenue by 2024, with an

2022 2023 2024 2025 impressive annual growth rate of 17.5% (Statista, 2024a). Netflix has launched an

Figure 6: AVoD market revenue

in $bn (Statista, 2024a) ad-based tier, though it is not yet available in all markets where the company

operates, marking a strategic move to tap into new revenue streams (Netflix,
2023).
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Original content: Exclusive original content remains a cornerstone of the VoD
market, providing platforms with a significant competitive edge. By offering content
that can only be found on their platform, streaming services foster stronger brand
loyalty among viewers. Netflix continues to leverage this strategy by investing in
high-profile original series, such as Stranger Things, ensuring its library remains

distinct and appealing to a global audience. This focus on exclusive content not

only differentiates Netflix from its competitors but also drives subscriber growth
Figure 7: Forecast % change in

spending on original content and retention (Moviepilot, 2021).
betw_een 2022 and 2027 (fDi o
Intelligence, 2022) Competitive Landscape

Netflix operates in a highly competitive market, with the majority of its revenue
generated in the UCAN region. As a result, the competitive analysis focuses on
competitors that are primarily active in this region, including Alphabet, Apple,
Warner Bros. Discovery, Walt Disney, Amazon, and Comcast. These competitors
can be divided into two categories: direct competitors, whose primary business
model revolves around streaming, and indirect competitors, whose main business

is not necessarily streaming but are still well-integrated into the streaming market.
= Direct Competitors

Warner Bros. Discovery (WBD), formed in 2022 from the merger of WarnerMedia
and Discovery, is a significant player in the streaming market. With a revenue of
approximately $41.3 billion in 2023 and over 97.7 million subscribers to HBO Max
and Discovery+, the company has a solid presence. Warner Bros. Discovery
stands out in delivering a wide range of premium content, with its key strengths
rooted in blockbuster franchises like Harry Potter, complemented by popular TV

programming and unscripted content (Warner Bros. Discovery, 2024).

Walt Disney (DIS) is another major player in the streaming space. With Disney+,
the company reached 158 million subscribers in 2024 (Statista, 2024b). Disney

8
C;_-:;'__‘\ appeals to a wide range of audiences with content from children’s entertainment
@A;%?SNEP to Marvel, Pixar, and Star Wars. This diversity makes Disney a formidable
competitor, well-established in the streaming sector (The Walt Disney Company,
2024).

» Indirect Competitors

Alphabet (GOOG), the parent company of Google, is a significant indirect
competitor with YouTube. While YouTube is known for user-generated content,
Alphabet YouTube TV offers a paid streaming service that directly competes with Netflix.
With a revenue of $307 billion in 2023, Alphabet has the resources to invest heavily

in the streaming market (Alphabet Inc, 2024).
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Apple (AAPL) has established itself as a strong competitor with Apple TV+. The

Y J service focuses on high-quality, exclusive original content and had over 42.1
‘ million subscribers in 2023. Through its integration with the broader Apple
ecosystem, Apple TV+ benefits from a loyal user base and competes with Netflix

for premium content (Statista, 2022).

Amazon Prime Video (AMZN), with over 200 million Amazon Prime members, is
a major player in the streaming market (Statista, 2024e). The company bundles
Prime Video with its e-commerce membership, creating added value beyond
amazon streaming. This bundling approach gives Amazon a financial flexibility that Netflix,
as a pure-play streaming service, does not have. With a revenue of approximately
$574 billion in 2023, Amazon has the financial power to continue investing in

content and technology (Amazon.com Inc, 2024).

Comcast (CMCSA), with its streaming service Peacock, is also a key competitor
\[/3 in the US market. Peacock had over 36 million paying subscribers in 2024 (Statista,
COMCAST 2024f). Comcast combines free and paid content and leverages its strong cable
and broadband services to assert its presence in the streaming sector (Comcast

Corporation, 2024).

Netflix has established itself as a leader in the SVoD sector. Through continuous
investments in content and technology, the company has secured a strong market
position. Netflix invested approximately $17.2 billion in content, accounting for
about 26% of its revenue (Statista, 2023a). In comparison, Disney spent around
$27.2 billion on content, with most of it directed towards Disney+, which has seen
strong growth due to its brand franchises (Statista, 2024b). Amazon Prime Video
invested around $18.9 billion in content, mainly driven by the acquisition of sports
rights and exclusive series (The Wrap, 2024). While Netflix continues to focus on
a broad content library, competitors like Disney and Amazon strengthen their

market position through additional portfolios and bundling.
Netflix

ogg:;r 1% In terms of market share, Amazon leads the American VoD market with around
22%, followed closely by Netflix with about 21%, and Disney+ with around 12%.

Other competitors like Apple, Comcast, and Warner Bros. Discovery have smaller

shares but continue to expand their market positions through various business

Comcast Amazon strategies, such as bundling content with other services (Statista, 2024h). With
1% Apple Walt 2% over 600 million users worldwide and ongoing international expansion, Netflix has

the opportunity to further solidify its leadership position. Particularly in regions
Figure 8: Market shares of the where the company has not yet fully penetrated, substantial growth opportunities
SVoD market (Statista, 2024h) remain (Netflix, 2024d).
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Company Churn
Netflix 2%
Apple TV+ 8%
Hulu 5.8%
Disney+ 4.8%
Amazon Prime 4%

Figure 12: Churn rates Q1 2024
(Hurff, 2023)

Regarding the number of subscribers, Netflix remains the largest player in the
streaming market with approximately 282 million subscribers worldwide (Statista,
20249). Amazon follows with around 200 million members for Amazon Prime
(Statista, 2024e), and Disney+ reports about 158 million subscribers in 2024
(Statista, 2024d).

Market Advantages

A critical component of Netflix's success lies in its globally recognizable brand
identity. Netflix has established itself as a globally recognized brand. In the United
States, 96% of VoD users are ware of Netflix with more than half of them displaying
loyalty and regular usage (Statista, 2023b). Similarly, in Germany, 94% of VoD
users recognize the brand, with 67% expressing a favorable view of it (Statista,
2023c).

Furthermore, Netflix success in heavily driven by its substantial investments In a
vast library of content, including original productions. As of 2023, the library
consists of more than 15,000 titles, combining licensed content and original series
like Squid Game (Focus Online, n.d.)

Moreover, a central aspect of Netflix's strategic orientation is the diversification of
its subscription model. By offering various pricing tiers, Netflix achieves broad
market penetration and effectively appeals to price-sensitive and value-oriented
consumers. This enables the company to align itself flexibly with diverse market

segments and reach a wider target audience.

Additionally, Netflix's global presence in over 190 countries represents a significant
strategic advantage, as it facilitates the accessibility and scalability of its content
on a worldwide scale. Productions like Heeramandi in India and The Gentlemen
demonstrate its commitment to creating culturally specific content with universal

appeal (Asia News Network, n.d.).

Finally, another pivotal element contributing to Netflix's market success is its
sophisticated recommendation algorithm. This algorithm delivers a highly
personalized viewing experience, thereby significantly boosting audience
engagement. Approximately 80% of the content consumed by users is derived
from Netflix's recommendations, which serves as evidence to the considerable
influence of the algorithm on user behavior (Stratoflow, 2024). Through analysis of
viewing habits and individual preferences, Netflix is expert at offering targeted
recommendations that enhance user interaction. This personalized approach is
further strengthened by the company’s cultural adaptability, as advertising is

tailored to reflect the specific interests and preferences of viewers across various
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regions. By integrating these strategies, Netflix not only optimizes the user
experience but also reduces churn, with Netflix loosing only 2% of its users
quarterly (Hurff, 2023).

Consequently, Netflix solidifies its position as a global, multifaceted provider,
crafting a customized viewing experience that affords it a distinct market

advantage.
Stock Performance

Annualized Netflix's stock performance has been both impressive and highly volatile over

Company /Index Returns in % i i st i
recent years. With a share price of $756.10 as of November 1%t 2024, Netflix has

MSCI World 9.19 considerably outperformed both its direct competitors and broader market indices.
S&P 500 17.15 From the end of 2019 to 2024, Netflix generated an annualized return of 32.71%,
ﬁgzbet z;:zz far exceeding that of major indices such as the MSCI World (9.19%) and the S&P
Comcast 11.27 500 (17.15%). This outperformance illustrates the company’s ability to deliver
Netflix 32.71 substantial shareholder value, driven largely by its rapid growth in global
Walt Disney -5.51

) ] subscriber numbers and dominance in the streaming sector.
Figure 13: Annualized returns of

indices and peers However, this growth has come with a higher level of volatility. Netflix's annualized
volatility stands at 9.94%, notably higher than the MSCI World (4.48%) and the

S&P 500 (4.57%), indicating that the stock experiences more pronounced

Annualized

Company /Index vy aiility in %

fluctuations. When compared to its competitors in the market Netflix’s volatility is

above the industry average of 6.94%, which was calculated by average the

MSCI World 4.48 . o . -

S&P 500 457 annualized volatility of Google, Apple, Comcast and Disney. Netflix's stock sees
Alphabet 6.97 more fluctuations than many of its peers, which may indicate a less stable
Apple 6.91 performance. Due to a slightly higher volatility, investors may face significant
Comcast 6.15 . ) . .

Nettl 00 market movements in response to the company’s evolving strategies and
etflix .

Walt Disney 71 competitive landscape.

Figure 14: Annualized volatility

of indices and peers In addition to stock performance, Netflix's approach to shareholder returns

differentiates it from many large-cap peers. Since going public, Netflix has not
issued dividends, preferring to reinvest earnings into growth initiatives such as
content production and technology improvements. Instead, Netflix has chosen to

return capital to shareholders through share buybacks. Beginning in March 2021,

6.045
Netflix initiated a repurchase program of up to $5 billion, which was expanded by
an additional $10 billion in September 2023. By the end of 2023, Netflix had

1.524 0.600 repurchased approximately 14.5 million shares, totaling $6.045 billion, leaving $8.4
- _— billion available for future buybacks (Netflix, 2024c). This program not only signals
TT™ 2023 2022 2021 , ' . S .

Figure 15: Share buybacks last management’s confidence in Netflix’s long-term value but also gives the company

4Y in $bn (Netflix, 2024c) flexibility to generate cash flow if needed, as the program can be adjusted or

paused based on market conditions.
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The graph illustrates Netflix's stock performance compared to the MSCI World and
S&P 500, highlighting Netflix’s higher growth trajectory and greater volatility.
Despite the June 2022 dip due to growth concerns and rising competition, Netflix’s
recent strategies and robust content lineup have sustained investor interest and
supported its stock price recovery. Overall, Netflix remains a high-growth, high-
volatility stock, positioning itself as a leader in the streaming industry while

managing shareholder returns through strategic buybacks instead of dividends.

300
250

200

150 )‘M

100 MR

k)
50

0
11.2019 11.2020 11.2021 11.2022 11.2023 11.2024

——MSCI World Netflix SPY

Figure 16: Netflix stock performance against selected indices

Valuation

Comparable Company Analysis

A comparable valuation analysis was conducted to assess Netflix's valuation
relative to a selected peer group. The peer group was chosen based on companies
with comparable market dynamics and financial performance, focusing on
Alphabet, Apple, Comcast, and Walt Disney. These peers were deemed most
suitable for comparison, while companies such as Amazon, Warner Bros., and
Paramount were excluded due to their low net profit margins, which limit

comparability.
EV/Sales EV/EBIT P/E

DIS 236 19.18 3391 The analysis revealed that Netflix trades at higher P/E multiples, EV/Sales, and
GOOG 573 1808 2144 EV/EBIT multiples compared to its selected peers. To account for this premium
AAPL 875 9706 3322 valuation, the 75th percentile of the group was used as the basis for valuation,
cMCS rather than the median. For instance, the EV/Sales multiple for Netflix is 8.52x,

A 1.97 10.21 10.09

significantly above the peer median of 7.99x. Similarly, the P/E multiple stands at
NFLX 8.52 35.83 42.87

— 42.87x, well above the peer median of 33.74x. A similar pattern is observed with

Percen 7.9 2577 3374 the EV/EBIT multiple (35.83x), which is remarkable higher than the peer median
E(I)gnl:;,iﬁgé)ﬁeer multiples of 25.77x, suggesting that Netflix's profitability is valued more highly, independent

of its capital structure. However, the EV/EBITDA multiple was excluded from this
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analysis due to Netflix's uniquely high EBITDA margin of 65.43%, driven by
substantial amortization of its content assets. This elevated EBITDA figure distorts
the multiple and inflates Netflix's valuation compared to peers with more diversified
business models and lower EBITDA margins, such as Alphabet (34.6%), Apple
(34.2%), Comcast (31.0%), and Walt Disney (18.0%).

Nefflix ~Alphabet Apple Comcast Walt i . . ., § i . i i
Disney The valuation multiples were applied to Netflix’s financials to calculate its implied

= EBITDA Revenue —e=EBITDA Margin (in%)

Figure 54: Revenue (in $bn) and share price. Using the EV/Sales multiple of 7.99x, the resulting share price is

EBITDA margin (in %) $651.41, reflecting the value of Netflix’s enterprise relative to its revenue. When

applying the EV/EBIT multiple of 25.77x, the implied share price is $493.28. Finally,

651,42
558,94

493,28 the P/E multiple of 33.74x produces a share price of $558.94, representing the
market’s valuation of Netflix's earnings relative to its peers. The equity bridge
I remained consistent with that of the DCF model across all methods, except for the
230 P/E method, which directly calculates the equity value.

EViSales EVIEBIT PIE
mmPeers Multiples NFLX Multiples ~e~NFLX Share Price in §

Figure 55: 75" Percentile
multiples when using the median and maximum values of the multiples. Even when applying

To further validate the analysis, we examined how the implied share prices change

the maximum value for each multiple, the implied share prices remain significantly
750,26

below Netflix's current market price. Here, the EV/Sales multiple produces the
\ﬁl.m"j"“ highest share price of $750.3. For the EV/EBIT multiple, the implied share price is
$537.5, while the P/E multiple yields an implied share price of $561.8, both well

below the current share price of $936.56.

27,9 33,91

EV/Sales EVIEBIT PIE

mmPeers Multiples - NFLX Muliples =—NFLX Share Pricsin$ reflect Netflix's premium position, the multiples-based valuation reinforces the
Figure 56: Maximum multiples

Therefore, despite applying the 75th percentile and the maximum multiples to

conclusion that Netflix is overvalued.
Scenario Analysis

= \Worst Case

In our scenario analysis, we developed a worst-case forecast for Netflix to
understand the impact of potential downside risks on the company’s valuation. The
risks and factors that could lead Netflix to underperform in the downside scenario
are diverse and outlined in the following section. These include heightened
competition and geopolitical shifts. The scenario assumes slower-than-anticipated
growth in both subscriber numbers and ARPU across Netflix's regional markets.

Adjustments in subscriber growth assume modest gains in more saturated markets

like UCAN and more conservative growth of 0.05% below the base case in
emerging markets such as APAC and LATAM. ARPU growth is also adjusted by

o P ® D g D oD o o) oD ob
B R AR QDT AR P 7 7 7 P o0 . . . -

~Base Case ——Worst Case 0.05% regions facing economic challenges or competitive pressures, such as
Figure 57: Revenue (in $bn)
development Base Case vs. Worst EMEA and LATAM.
Case

PAGE 16/69



“NETFLIX, INC” COMPANY REPORT N o VA
]

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Additionally, key income statement line items were re-evaluated to reflect a more
conservative financial outlook. Amortization rates for both licensed and produced
content were adjusted to align with potentially slower revenue growth. It is
assumed that operating expenses, including marketing costs per user, G&A in
percentage of sales and technology and development expenses in percentage of
sales are approximately 10% higher in the worst-case scenario. Balance sheet
items, such as the average collection period and accounts payable, were adjusted

to reflect slower payment and collection cycles in a challenging environment.

Under these assumptions, Netflix’s share price in the worst-case scenario drops to
$317.5, representing a substantial 24% ($96.0) decline from our base case

valuation.
= Best Case

In the best-case scenario, Netflix grows in a market environment with stable
economic conditions, high demand and with the ability to maintain its current
leading market position. In this case, it is expected that Netflix will achieve robust
revenue growth, driven by growth in both subscriber numbers and ARPU across
all regions while effectively controlling costs. This scenario assumes strong
expansion in high-potential markets like APAC and LATAM with growth of 1% over
the base case. In more mature markets like UCAN and EMEA, we still foresee

consistent growth, although at a more moderate pace (0.05% over base case).

Under these assumptions, Netflix’s revenues are expected to reach $85 billion in

390 2034, which represents an increase of 7.6% over the base case revenue forecast.
™ 2 Ao A B D WD N S WD b . . . . . . ..
U Sl Meanwhile, cost management remains favorable in this scenario, with efficient

——Base Case -=—Best Case

Figure 58: Revenue (in $bn) control over streaming, content amortization, and marketing expenses. Therefore,
development Base Case vs. Best N .
Case we assume cost of revenues to be significantly lower than in the base case.

Marketing costs per user are assumed to be highly efficient with 5% less than in

the base case, ensuring Netflix’s spending is impactful.

In our best-case scenario, Netflix's projected share price rises to $507.2, which

represents an $94.0 increase compared to the base case.
Key risks

After conducting an analysis of Netflix and its value, it is crucial to examine the key
risks that could significantly impact Netflix future performance, as these factors
could hinder its growth and profitability.

One of the central components of Netflix’s strategy is the continuous production

and licensing of exclusive original content. While this approach carries moderate
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. risks, the potential economic impact is significant. The company depends heavily
Content production and
licensing on creating content that resonates with a global audience, and any failure to

produce high-quality, engaging content could lead to subscriber churn.

NetflixX’s position in a highly dynamic and competitive streaming market adds

another layer of risk. Major players such as Amazon Prime Video, Disney+, and
Competitive market

dynamics numerous local platforms create a competitive environment. To maintain its

competitive edge, Netflix must consistently innovate and adapt to changing
consumer preferences. Failure to stay ahead of the curve in terms of content
offerings or technological advancements could result in market share loss and a

long-term financial health loss.

Additionally, Netflix also faces risks from its global presence, which exposes the

o company to geopolitical and operational challenges. Operating across various
Geopolitical and

operational challenges regions with diverse political, economic, and regulatory environments means that

events such as trade tensions or regional conflicts could disrupt Netflix’s ability to

operate efficiently in certain areas.

Regulatory risks represent another significant concern for Netflix. As governments
worldwide impose stricter content regulations, privacy laws, and tax policies,
Regulatory challenges Netflix must navigate complex legal environments to maintain compliance. This
could involve additional operational costs or adjustments to its business practices,

further complicating the company’s operations.
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Recommendation

, Based on the analysis presented in this report, our recommendation is to SELL
Recommendation - SELL

Netflix stock due to an observed discrepancy between our calculated intrinsic
value and its current market price. Our analysis projects a share price of $483.2

for Netflix by 31 December 2025.

Justified Estimate Current Share Price
| 1

CCAPE -

Our target share price for CCA EVEBIT
Netflix is $483.2 — 48% below -

the current share price CCA EV/Sales ]
APY -

1

|

1

1

1

1
5 $200 $400 $600 $800 $1.000
Share Price

Figure 59: Football Field Valuation Summary

To derive this target, we employed a weighted approach, allocating 50% to our
cash flow-based valuation and 50% to the multiple valuations from the CCA
analysis. This weighting choice reflects our view that cash flow-based methods,
which emphasize the company's operational capabilities and earnings potential,
offer a precise measure of Netflix’s intrinsic value, but are highly dependent on
assumptions. The multiple-based analysis provides a supplementary market-
oriented perspective, which we value as particularly relevant for Netflix given its
competitive positioning.

As of 30th November 2024, Netflix closing stock price was $936.56 per share,
which marks a 48% premium over our valuation of $483.2. This overvaluation
indicates a substantial misalignment with our estimated fair value. Consequently,
we recommend selling Netflix stock to allow investors to capitalize on current
market conditions before a potential price correction brings it closer to its intrinsic

valuation.
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Appendix

Financial Statements

Balance Sheet
Historical Period Current Steady State
20194 20208 20214 20224 20237 10248 2025F 2026F 2027F 2028F 2029F
Opesating Invested Capital
Operating Cash 1249803 1484892 1686165 1648311 2175528 2393399 2623526 2888159 3122509 3325461 3474566 3630481 3793396 3963758
5% of cash 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5%
Content
Licensed Cantent 13747607 13799331 12731549 12732 12586092 12944368 13939155 13999670 13816850 13214457 14073350 14704364 15364026 16053654 16774629
Praduced Content L} 11636343 17120318 0004164 18935355 20535203 24039541 29620705 34275054 39325167 44239703 47115130 49227654 51436086 53744840 56158541
Total Content 24504568 25383951 30919539 32736713 31658056 33121294 36983910  43SSO860 48274724 53142117 S7AS4159” 611884807 639320197 668001117  69798494” 72933170
S growth ax 2% 6% 3% % 12% 18% 11% 10% % % % a% a5
Other Current Assets {Less Trade Receivables) 943428 1234512 2215713 1886253 2106228 1317163 1540057 1796163 3023049 3219536 3361892 3512802 3672567 3837503
Trade Receivables 610813 204320 988338 1696352 21604640 2711405 3390331 4257173 5250074 5591311 5842011 6104093 6372081 6664523
Pragerty, Plant and Equigment 565221 960.183 132348 1398257 1464252 1635014 1925729 2.134.167 2349389 25399797 27050697 28263577  2953152"  308s707” 3224287
ratin 27235815 29148183 35766717 38920359 40116463 45061315 51907555 58962906 65432067 71389770 76029857 79438445 83002599  B6J28245 00623243
Operating Deferred Tax Assets 85 65 320729 163150 182 861751 548775 612773 674141 738389 813498 a79507 936672 578670 1022575 1068474 1116459
Other Nan Current Assets, Net 601452 571863 1640469 2459748 2207266 2185954 2420881 2874883 3186057 1507297 3791836 4038345 4213414 4408704 4606593 4813476
T 292592 1803613 2813930 3.068.017 2734729 30534654 3549024 1925046 4320796 4671393 4975017 5158084 5411278 5675067 5919936
Cantent Lishities 520)  (7387.30) (7060402)  (7261383)  (7819.427]  (7853374)  (7750878)  (7412898]  (7894707)  (8248%36]  (8614735]  (9005585)  (9.410.039)
Accounts Payable 1656.183) {837.483) (882.087) (950992 {1069.962)  (L166525)  {1269.422) (1355745  |1440798) (1501878 (1565656 (1632253 (1701738
Aecrued Expenses and Other Lishites {1102136) 43351 (1657447)  (1850733)  (2179811)  (2415351)  (2659324)  |2895.106]  (3061978)  (3199269]  (3342793]  (3492838)  (3643302)
Deferred Revenue ¢ (1117992)  {1209342) ( (1361546]  (1520330) (17906541  (1984472)  (2184560)  {2361819]  (2515323) (26281101  (2746011)  (2869269)  (2.99829)
rating current & non e (10190004} (9.923879)- (10883342 (11038973  [10061470): [11583433)- (12850843} (13420110)- (13864.363)- (14.005353) |14.912799)- (15577.931): (16273.184)- (16999.943)- (17.759.656)
18132895 20116784 264868579 30722038 29644479 31889710 36531524 43596725 49467829 SSAE95E) 6205559 66092063 69058987 72160682 75403357 78793510
‘Change Yot 1084% 32,66% 15128 3518 7575 14.56% 15.34% 1347% 12.98% 11,03% 650% 4455 443% 4,495 450%
Man Core Invested Capital
Short Term lnvestments 911276 2097 %
Cash Investments 33320 23.406 2
Other Nan Current Assets {Nan Operating DTA| 268362 {92.641) 12799
s Mo Chrene L, e ' o
Capnal 197.903 301682 12252 882,081 s63a7 - = = = = = = - = = =
Capital 18330802 20418466 26699231 31564079 29700826 __ 318B9710 36531524 43596725 49467815 SSEE9SEI _ GIASSS9H 66092063 _ 6905897 72160682 __ J5403357 _ JB793SI0
Financing
NetDebt
Debt 14759260 16308973 15392895 14424807 15003013 15542935 16090628 16585593 17017352 17445262 17950556 18473001 19013034 13574800
Excess of Cash W jows1s) (6955747) 542912) (4148986]  (3921774)  (3703889]  (3473671)  (3200139)  |2974783)  (2771837)  (2622731]  (2466857)  (21303901)  (2133538)
et Debt 10748645 5353226 10849983 10275821 11081240 11839036 12616956 13376854 14042563 14673426 15327824 16006244 16709133 17441262
Equity 7582157 11065200 158492688 20777401 21613889 25450285 31757688 36850873 42512729 48013035 S1A18637 53731162 56154438 58694225 61352248
Total funds seconciation 18330802 20418466 26699231 31564079 29700826 __ 318897 363315: 43596725 49467829 35839583 62055598 66052063 69058987 72160682 75403357 78793510
Check WA [ WAHR WAHR WAHR WAHR WAHR WA [ WAHR WAHR WAHR WAHR WAHR WAHR [

Free Cash Flow Map

Historical Period Current m State
Operating income before Taxes 2504254 ASESZES  GIS4S09  SAI2E31  GSSAINI  SS7A407 12204074 1ZSSE4E  L40ERIN 1SS7AT3 17533557 15053551 20065587 ZLOBAME  22ISL7SS 23370333
Less Tanes on Operating Income: {54 =93] fere11)  o0s47] fLiErass) (14e0341)  (2omesmsn) f2SS49%5) (2eSTEIR) (2957453)  B3ST38S) (745088 HO0RETS)  WaTsd)  M42TTOS)  MES1EeE) MEmeTTO)
Tax Adpstmenis TIEL 101570 1g5.308 41250 118378 135515 181424 166663 18 TES 201317 2788 231 320 pIrEl] 23T P a4
WOPLAT 213515 ATMMME  SOEI060 AMSIEEE SEIZSS0 JSBENID  SED0SAI 1065177 L130B47  I2E31471 14306244 15305506 160SM1S9  L6SOSTTE 17764435 1R ES0004
Pl DA 9216247 10805512 12230367 14006132 14157437 144135 ISOOSO1S 17341384 1REMTES  J0ZE9SI0 21457415 DISEITI  TIEETER0 24050476 JGO0TOS04  27ISIOSE
Operating gross cash fhow 11351162 14,530 960 173427 18518018 19810427 2399527 24,505 558 27 506 560 30133209 33120960 ISTTIESS ImITREIR 3952019 41868254 43844 240 45911 062
[ {1116 225) 92270 Tr1ss) s21011) HILe14) ELEs) (T72644)  (L1300983)  (1472002) T 15254 15270 16514 17.18%
Less: A In PPAE and intangibles {CAPEX) (11081757) (12119278) (15918110) (13211967] (158549397) (19058397) (MI0RCM9) (AT4E090) (S371113) (SSTO0RT) (6762 133) QETSIEST) (7SS4354) (910741 (0524315
Less: & in Met Gther Operating fssets 407283 (re3s0s)  (LsToEd) 226517 fEeaTy) {1m5.524) {10s.910) {158.157) 0 1e5) (124.447) {159.730) f17r3sy) [ErE ] 128231) {124.081)
Less: A Operating inwested Capital {12790, 798) {12061 150) {13119.87E) {15666 830) 2 fEeT11 093] @27 (2eg95187] (eEsaTse) (EosL172) (930r4mo] Posdian)
Opesating Unbevered Free Cash Flow 1740184 (LS07.03%) A5EE3E GESOS4S ST40S51 SISETIE  I0MGSTE 5437318 GA0SSEE  BIA0209 11979441 13027385 13S0R0E3  Q4S2ITE0 IS JeaEs)
an Operating Profit 24000 (a8 441) 411214 337310 HETTZ) = = = = = = = = = = =
Tanes 142 580 &2 112 45T oNe3s IoEE - - - - - - - - - - -
Change in Non-Operating Assets [Tckeri] =9.430 fETE) TEREE 5347 - - - - - - - - - -
\ther Comprehereive ncome 67919 84.m53) 17es11) [ ] = = = = = = = = = = =
Total Unlevered free cach flows 1347575 [t BI73 TEITAGE  S797ISE  SISETIE 3089576 5437318 GAORGEE B0 11079441 13007065 13S0B0EI  QASIITED  ISIEEES]
Finandng Cash Flow 20154 IOI0A FOZLA 202TA Z023A 2024E 2025 FIEF IALTE FATEF OIS
Firandal Prodtt befare Tax e (eT4ss) (MR (TR fSeEe)  (T12S1S) (OTA12) (Tasdss) (TelsR3) (TEERTT) (mIAOES)  (EM4000)  ESSa7E) ETosds) possen) Emone)
Tau Shield 131465 161175 160780 IEE ) 145963 18713 148454 154445 160004 165542 170741 175182 179587 184 789 150168 195716
hange in Net deit fl3s5.420) 1486757 B2308)  (L674165) 1163308 B05.419 ST TrTSm TEREST BES.T0S 630853 654399 ETE420 o) perar)
Trarsactions with Shareholders 3483 0E3 4.TE4 008 4928153 et ] 1025576 3535396 G307.404 5093 185 5661 ESE 5500306 3405 602 232535 2433376 2539TEE ZESEOIY
Comprehemsive income AEEISTT  2E09314 S0O1335  AJNS003 SANIIS]  7A0ISTE 5041804  SSBMNGS  1070S504  N20EIN1 13563531 MMESEEER  1S4ISSS0  LEFUAEN 17048041 175700
Financial FOF 11347.975) 44591 173)  (TEIT4es])  (s79TaSE]  (SASET2E)  (A0SS57E  (5437318)  GA0SGEE]  (B140309) (11375441) (13027265 (13808083) (LAS2L7E0) |15265.851)
(Chek Cosh Flows = = = = = = = = = = = = = = =
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Historical Period Curren’ Steady State

20194 20208 20218 20224 20230 2029 2025F 2026F 2027F 2028F 2029F
20156447 24996056 29697844 31615550 33723297 38966229 43510482 47867978 52472526 57763171 62450173 66509218 69491325 72608817 75867928 79275135

24% 19% 16% 13% 10% 10% 10% % % 4% 4% a%
19859230 ¥ 24756675 Basisass M 389663229 43510482 167978 52472526 3171 62450173 66509218 69.4! 817 67928 79275185
25% 19% 11% 11% 11% 11% 11% 11% 11% 11% 11% 11%
. - r ) S
17 39.381 14
-18% -24% -20% -43% -29% -28% -29% -28% -28% -25% -28% -29% -28% -28% -25%

15276319 17332683 19.168285 19715368 20882.748 22248881 25288.707 27536584 29879720 31835760 33904974 35425189 37.014.419 38675844 40412791
7544631 8055811 7681978 714 Fa024141 "7545492 "8125370 "8160645 "8054135 7702931 "a203595 T8571423 Ta955951 "a357947 o786

Amartiestion of produced eontent 1 41 15. 6389204 7479523 9216014 10664141 12235404 13764434 14659128 15316406 16003525 16721857 17472842
Other streaming costs 3 5102 31 5.142.15 3 6469403 7223866 7947323 8711798 9590182 10368345 11042252 11537359 12054943 12596040 13161733
DVD eosts
Gross Profit 7716234 9.719.737 12365161 12447265 14007929 18.083.481 21361600 22579370 24935942 27883451 30614413 32604243 34066136 35594397 37192084 38862394
Overhead Expenses 5111980 5.134.448 6170652 6814434 7053926 8146055 9047526 9922924 10852831 11895977 12.780.756 13510552 14.000449 14510089 15040329 15592061
Marketing 25 362 5.14 2530502 3107243 3421087 3733007 4067490 4426430 4705182 4910094 5014367 5120878 5229675 5340807
Technalogy and Developement 1 3138887 3504944 3I855958 4IP6EII 4653056 5030613 5357585 5507806 5448933 6111467 6385935

Genersl and Administrative r 110 15 17 F1899025 T2121495 2333950 " 2558468 F2816.431 T 3044961 "3242873 T3388275 T3s540279 Tas091a7 Fasesang
Core Resuht before Taves 2604254 4585289 6194509 563283 54003 9937427 12214074 12656346 14083111 15987473 17.833657 19.093.691 20065687 21.084.308 22.151755 23270333
Statutory Taxes (546.893)  (962.911) (1300847) (1.182.895) (1460341} (2.086860) (2564.956) (2657.833) (2.957.453) (3357.369) (3.745.068) (4.009.675) (4213794) (8.427.705) (4651.868) (4.886.770)
Tax Rate 1% 1% 1% 1% 1% 21% 1% 21% 21% 21% 21% 21% 21% 1% 21% 21%
Tax adjustments

kmpact of fareign jurstidietion |56.969) (12212) 26489 (104665 32292 6847 7640 8.479 9365 10.434 11283 12104 12656 13233 13837 14.469
RED Tax Creits 134523 113882 82909 146615 87036 7 128767 ¥ 14378¢ " 158184 " 173400 " 190883 " 206372 ¥ 219785 7 229640 ¥ 2398a2 " 250712 ¥ 261972
Core Result (NOPLAT) 2134015 3724048 5063060 4491886 5612990 86182 09800543 10165177 11308423 12831421 14306244 15315006 16094180 16009778 17.764435 18660.004
MNon Core Result Before Taxes 84000 (618.441) 4112 337310 (48772)

Interest and Other incarme |Expenses) {618.441) 111214 337 310 1

Statutory Taxes (17.640) 120873 (86355)  (70.835) 10242

Tax Aate 21,0% 210% 21,0% 21,0% 21,0%

Tax Adjustments 160.200 132239 333149 291470 336392

MNon Core Result 226560 (356.329) 658008 557945 347862 0 0 0 0 0 0 0 0 0 0 0
Financing Result

Interest Expense (626023) (767499 (765620) (706212] |699.826] (712919) (707.112) (735456] (761923] (788771) (813055 (334200] |855176) (879.946] (905562 |932029)
Financing Result before Taves (626.023]  (767.499) (765620 (706212) (699.826] (712919) (707.112] (735456) (761.923) (788771] (813.055) (834.200) (855176) (879.946) (905562] (932.029)
Statutory Taxes 131,465 161475 160780 148305 146963 149713 148494 154446 160004 165642 170741 175182 179587 184789 190168 195326
Tax Aate 21,00% 2100% 21,00 21,005 21,00%  2L00%  2L00%  2000%  2L00%  21,00%  21,00%  2L00%  2100%  2L00%  2100%  2100%
Financing Result (494558)  (606324) (604840) (S57.907) (S52863) (S63206) (S58.618) (581010) (601.919) (623.29) (642.313) (659.018) (675589) (695.157) (715394) (736.303)

Other Comprehensive income

hensive income ind. 0C1
Comprehensive Income excl. 001

DCF Valuation

9584166 10706504 12208291 13663931 14656888 15418599 16214621 17049041 17.923.700
9584166 10706504 12208291 13663931 14656888 15418599 16214621 17.049.041 17923700

1862977
1866916

2829314
2761395

5031335 4315113
5116228 4491924

5401351
5407990

7422976
7422976

9241924
9241924

Current Steady State

2024E 2025F 2026F 2027F 2028F 2029F ™
Operating Free Cash Flow ta Firm (base case) 5.158.728 3.099.976 5.437.318 6.409.668 8.140.229 11.279.441 13.127.265 13.808.083 14.521.760 15.269.851 15.971.231
Operating Free Cash Flow to Firm (default case) 854.177 - 2182517 - 41.712 314.428 1.224.093 3.568.376 4.871.992 5.133.315 5.407.389 5.694.820 5.956.397
Ultimately expected Cash Flow 5.143.663 3.081.487 5.418.142 6.388.334 8.116.022 11.252.452 13.098.371 13.777.721 14,489,860 15.236.338 15.936.179
discounted ® WACC 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 5,42% 9,42%
Discount factar 1,00 0,91 0,84 0,76 0,70 0,64 0,58 0,53 0,49 0,44 0,41
Discounted FCF N 2.816.119 4.525.136 4.875.954 5.661.165 7.172.993 7.630.644 7.335.199 7.050.004 6774799 | 134.075.179

Enterprise Value

Share Projection Period

Share Terminal Value
{+) Invested Capital Nan Care Operations
) Net Debt

187.917.193,4
28,7%

71,3%
56.347,0
11.081.2395

Equity Value

176.892.300,8

Total shares outstading (mn)
Price per share ($)
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JONNA SISTEK & MAIKE JANCIN

Netflix Equity Research Report
— See what’s next.

Competitive Markets and Overvaluation?

" Our recommendation is to SELL Netflix based on atarget
price of $483.19 as of 315 December 2025. This target represents
a downside of 48% from the closing price of $936.56 as of 12
December 2024.

" The streaming market continues to expand, but growth
is slowing in mature regions. While demand for streaming services
remains strong, subscriber growth in markets like the United States
and Europe has slowed down, forcing Netflix to rely on ARPU
increases to drive revenue. Emerging markets, such as the Asian

market, provide opportunities but require tailored strategies.

" Netflix’s shift toward original content and reduced
reliance on licensed material is a key strategic focus. As Netflix
faces pressure from companies like Disney+, Amazon Prime Video,
and Apple TV, the company had to limit content spending and shift
towards a larger share of original content.

" Although Netflix’s profitability and operational efficiency
are improving, these gains appear priced into the current
valuation. With net profit margins projected to reach 23% by 2034
and free cash flows forecasted to grow steadily, the company is
fundamentally strong, but its recently increased market price limits

further upside, which supports our SELL recommendation.

Company description

Netflix is a global leader in digital streaming, which offers an online
on demand streaming subscription with over 282 million paid
subscribers globally. It is available in over 190 countries and has
tailored its content to international audiences by offering local content
in multiple languages. The company invests strongly in original
productions next to licensing content from various providers.
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COMPANY REPORT

17 DECEMBER 2024

58795, 58583@novasbe.pt

Recommendation: SELL
Price Target FY25: 483.19 $
Price (as of 12-Dec-24) 936.56 $

Yahoo Finance: NFLX:US

52-week range ($) 461.86 — 941.75
Market Cap ($b) 394.817
Outstanding Shares (m) 427.46

Source: Yahoo Finance
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——MSCI World Netflix SPY

Netflix and S&P500 and MSCI World Historical Prices (USD)
Source: Yahoo Finance, Annual Reports Netflix

(Values in $ millions) 2023A 2024E 2025F
Revenues 33,723 38,996 43,510
Gross Profit 14,007 18,289 20,960
Net profit 5,407 7,585 9,032
Gross Profit Margin 41.5% 46.9% 48.2%
EBITDA Margin 62.7% 62.5% 62.6%
Net Income Margin 16.0% 19.5% 20.7%
Operating ROIC 18.3% 27.5% 30.3%
Paid Memberships (in m) 241 271 298

ARPU 139.6 144.1 146.1

Source: Annual Reports Netflix
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Company Overview

Company Description

Netflix, Inc. (Netflix or NFLX) is a global leader in entertainment services, which
E T FL I offers streaming access to a broad library of TV series and movies to a worldwide
N x audience. Originally an online DVD rental service, Netflix was founded in 1997 by
Reed Hastings and Marc Randolph and is based in Los Gatos, California. In 2007,
the company revolutionized the entertainment industry with its transition to a
subscription-based streaming model. Thereby, Netflix became an innovator
around subscription video on demand (SVoD) services. In 2010, it expanded
internationally by offering its services in Canada, Latin America and the Caribbean
(Netflix, n.d.-a).

Today, Netflix serves customers in over 190 countries with content in more than
30 languages and over 282 million subscribers worldwide (Netflix, 2024c). Its
platform is known for high-quality, original productions like Black Mirror and House
of Cards. The company offers different pricing plans which provide subscribers

with access to the library of high-quality licensed and original content.
Business Segments and Business Model

The company's primary revenue stream is subscription fees for its streaming

Standard . . . i L i
with Ads Standard Premium services. Netflix offers a variety of membership pricing based on the quality of

$6.99 $15.49 $22.99 streaming and the number of devices that can stream at once. Each tier has a
Ad- unique price point, allowing Netflix to reach a larger audience. In the United States,
supporteq Unlimited Unlimited
?:;fif:’r:lsh access access the Standard Plan is $15.49 per month and allows for simultaneous 1080p viewing

ICLI

on up to two devices, as well as content downloads to two devices. The Premium
Watch on 2 Watch on 2 Watch on 4

devices devices devices Plan, priced at $22.99 per month, provides 4K Ultra HD and HDR streaming on up
1080p (Full ~ 1080p (Full 4K (Ultra to four devices simultaneously and includes the option to download on six devices
HD) HD) HD) + HDR
(Netflix, n.d.-c). To diversify its offerings, Netflix introduced a more affordable
Download Download Download
ngzices on 2 devices ng?ces Standard with Ads Plan in 2022, priced at $6.99 per month. This ad-supported tier
Option to Option to offers the same streaming quality as the Standard Plan but comes with
add one add 2 extra . . . . . .
extrab members advertisements, providing an economical alternative while generating revenue
member

Figure 1: Plans and pricing of through ads (PEOPLE, 2022; Tamanini, 2022).

Netflix in the U.S. (Netflix, n.d.-c) . . . . . . .
Netflix's revenue from streaming services is segmented regionally into four main

markets: UCAN (U.S. and Canada), EMEA (Europe, the Middle East, and Africa),
LATAM (Latin America), and APAC (Asia-Pacific). Each region has distinct growth
potential and pricing strategies. For example, markets with slower growth, like

UCAN, focus on maintaining a high average revenue per user (ARPU), whereas
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14.8 emerging markets in APAC see lower ARPU but higher subscriber growth
potential. Despite its revenue allocation, Netflix operates as a one operating
- segment and considers all income and expenses on a consolidated basis. In total
Netflix generated $33.7 billion in revenues in 2023, of which 44% were generated
‘4 a7 in Canada and the U.S (Netflix, 2024c).
i

Additionally, Netflix is developing new revenue streams through licensing and

UEAN  EMEA - LATAM — APAC partnerships, particularly with mobile carriers and smart TV manufacturers, to

Figure 2: Revenue by region in o . ) ) )

2023 in $bn (Netflix, 2024c) enhance accessibility and reach in emerging markets. While direct revenue from
content licensing is limited compared to streaming subscriptions, partnerships
increase customer acquisition and brand visibility, indirectly supporting revenue

growth.

Company Growth Strategy

96.13 Netflix pursues a growth strategy centered on continuously expanding its

84.8
membership base and increasing user engagement. Since 2002, the company has
4918 526
grown significantly in terms of revenue and subscribers thanks to strategic
I I decisions and business model changes. With the discontinuation of its DVD rental
service in September 2023, Netflix now focuses exclusively on streaming, aligning
UCAN EMEA LATAM APAC
Figure 3: Subscribers per region with shifting consumer habits and supporting the company's digital transformation
rd i
ggzoid?)) Quarter 2024 (Netflix, (Milmo, 2023). As of Q3 2024, Netflix has 282 million subscribers worldwide, of
which the majority are located in the UCAN and EMEA region (Netflix, 2024d).

As part of its growth strategy, Netflix implemented the ad-supported subscription

model, designed to attract price-sensitive users and creating new revenue
Implementation of opportunities through targeted advertisements (Netflix, 2023). This structure
“Standard with ads” o _ o _ _ _

enhances market compatibility by potentially facilitating seamless integrations with

other providers, such as Disney+, thereby expanding growth potential.

A further essential aspect of the company’s strategy is the consistent investment
Continued investments in

. in a diverse media library comprising both licensed materials and exclusive original
exclusive content

productions. This diversification supports customer acquisition while promoting

long-term engagement among existing subscribers (Netflix, 2024d).

In line with its service expansion, Netflix has incorporated video games into its
Starting video games platform since November 2021, primarily targeting mobile app users. This initiative
business aims to increase user engagement, which can lead to higher advertising revenue

through more frequent ad impressions (Adgate, 2021).

Moreover, Netflix has adopted a cost-efficiency strategy focused on long-term
Using fixed licensing

model profitability, resulting in a significant increase in its operating margin. By employing

a fixed licensing model that covers production costs plus a 30% premium —
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compared to the typical 60-70% in this market — Netflix can fully leverage
economies of scale as its user base grows, further enhancing profitability.
Consequently, the operating margin increased from around 7% in 2017 to over
27.2% in 2024 (Netflix, 2024c).

Ownership Structure

Netflix is listed on the NASDAQ and has an equity structure that is mainly shaped
by institutional investors, including the Vanguard Group (8.7%), BlackRock, Inc.
Unknown (7.4%), Fidelity Management & Research Co. LLC (4.8%), and State Street

2 Corporation (3.97%). As of September 20, 2024, approximately 86.36% of Netflix’'s
outstanding shares were held by institutional investors. This significant institutional

ownership indicates strong confidence from large investment entities in Netflix’s

US & Canada
65% future growth. Geographically, most of Netflix's investors come from the United
States (63.20%), followed by the United Kingdom (10.33%) and Canada (2.13%)
Figure 4: Geographical origin of which reflects Netflix's primary market area and indicates the demand for
shareholders (Marketscreener, . . ) .
n.d.) streaming services in these regions (Marketscreener, n.d.).

The presence of long-term investors enhances Netflix's overall stability and allows
the company to focus on sustainable growth strategies. By fostering relationships
with institutional investors, the company can ensure that its capital-raising efforts
through equity offerings and stock sales are more efficient. This capability is crucial
for content financing, which are central components of its business model

(Corporate Finance Institute, n.d.).
Leadership Team

NetflixX's leadership team is composed of 22 board members, including eight
women, all of whom contribute a diverse range of professional expertise to the
organization. The majority of the board members are relatively new, and their
diverse backgrounds cover key industries such as film production, advertising, and
Big Tech.

Co-CEOs Ted Sarandos and Greg Peters currently lead Netflix, contributing
complementary expertise to the company. This shared leadership structure is
designed to enhance decision-making processes and offer a comprehensive
perspective on strategic initiatives, particularly in content and technology. In early
2023, Reed Hastings, the company’s co-founder and former CEO, assumed the
role of Executive Chairman and continues to support the leadership team as a
trusted advisor (Netflix, n.d.-b).
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Sector Analysis

Macroeconomic Factors

The environment in which Netflix operates is significantly influenced by
macroeconomic and geopolitical factors that directly impact the company's

strategic direction and financial stability.

Inflation is a significant macroeconomic factor influencing Netflix, as it impacts both
operational expenses and consumers' purchasing power. Elevated inflation rates
Inflation can increase cost pressures and make consumers more price-sensitive regarding
subscription fees. In Netflix's largest revenue market, North America, inflation rates
are moderate, averaging 2.9% in 2024, and are anticipated to decrease further

(International Monetary Fund, n.d.-a).

Another critical element is economic growth. An increase in gross domestic
product (GDP) influences the willingness of consumers to pay for streaming
services. In Netflix's core markets, such as North America and Europe, moderate
cbP economic recovery with a real GDP growth of 2.59% in North America and 1.53%
in the EMEA region fosters a positive consumption climate. Latin America’s
improving economy, with 1.95% growth, offers potential for subscriber increases,
while the APAC region’s robust 4.05% growth present significant opportunities

(International Monetary Fund, n.d.-b).

Additionally, geopolitical events and currency fluctuations influence Netflix's
market conditions, as Netflix has exposure to over 190 countries and 45 currencies
Geopolitical events & (Seekingalpha, 2023). Conflicts in the Middle East and the Ukraine war, for
currency fluctuations . . . _— .
instance, can create widespread economic uncertainties and currency fluctuations
that affect international operating companies like Netflix. Such geopolitical tensions

can lead to higher production costs and more unstable financial markets.
Subscription Video On Demand

The global SVoD market has seen a significant increase in consumer utilization,
which is likely to continue in the future years. From 2017 to 2027, the total number
mE: of SVoD users is forecasted to increase from 0.6 billion to 1.7 billion at a CAGR of
i35 5%
12 13 14 11.2%. This growth is influenced by several factors including the increasing
availability of affordable internet access, the spread of smart devices, and a strong
707477 79 81 |84
demand for exclusive on-demand content. At the same time, ARPU has seen
2022 2023 2024 2025 2026 2027 o ] . o
steady growth, rising from $45.03 in 2017 to $83.69 in 2027, which indicates the

Figure 5: SVoD market ARPU in willingness of existing users to spend more for premium offerings. Thereby, market
$ and Users in billion (Statista,

2024i)
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revenues are forecasted to reach $137.7 billion by 2027, which represents a CAGR
of 14.2% (Statista, 2024i).

138 However, analysts assume that the SVoD market faces challenges that could limit
129
119

96 109 its global potential. Developed markets, including North America and parts of

o Europe, are nearing saturation, where most households already subscribe to one
or more streaming services. Consequently, future growth will increasingly rely on

2092 2003 2024 2095 2096 2027 user acquisition in emerging markets such as India and parts of Asia. Yet, in large

_ _ potential markets like China, a general lack of willingness to pay for subscription
Figure 6: SVoD market revenue in
$bn (Statista, 2024i) content and regulatory constraints pose a significant challenge to further

expansion (Statista, 2024i).
Market Trends

Netflix faces a challenge of adjusting to market developments that will influence its
continued success. These shifts, driven by technical advancements, shifting
consumer expectations, and the emergence of new streaming models, are

changing the industry's strategic and operational landscapes.

High-quality streaming: A significant trend is the rising demand for high-quality
streaming, particularly in 4K and 8K resolution, which enhances the viewing
experience and meets consumers' growing expectations for superior content.
Netflix is responding by continually investing in high-resolution content and HDR
technology, ensuring its platform remains at the forefront of visual quality (Netflix,
2020).

Additional streaming services: Another notable trend is the increasing demand
for integrated services that offer a comprehensive entertainment experience,
reducing the need for users to switch between different platforms. To address this,
Netflix has begun expanding its offerings by incorporating additional services like
video games and live sports (Gartenberg, 2021). Recently, the company made
waves by streaming a high-profile live boxing match between Mike Tyson and Jake
Paul, which attracted significant attention and viewership, showcasing Netflix's
ability to diversify its content. However, some technical issues during the live

stream caused disruptions and frustrated many viewers (Nasdaq, 2024).

Ad-based streaming: The shift towards ad-based streaming models is also

gaining momentum, as more consumers seek affordable alternatives to traditional
subscription-based services. The Advertising-based Video on Demand (AVoD)
38 50 market is projected to generate $48.32 billion in revenue by 2024, with an
2022 2023 2024 2025 impressive annual growth rate of 17.5% (Statista, 2024a). Netflix has launched an

Figure 7: AVoD market revenue

in $bn (Statista, 2024a) ad-based tier, though it is not yet available in all markets where the company
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Figure 8: Forecast % change in
spending on original content
between 2022 and 2027 (fDi
Intelligence, 2022)
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operates, marking a strategic move to tap into new revenue streams (Netflix,
2023).

Original content: Exclusive original content remains a cornerstone of the SVoD
market, providing platforms with a significant competitive edge. By offering content
that can only be found on their platform, streaming services foster stronger brand
loyalty among viewers. Netflix continues to leverage this strategy by investing in
high-profile original series, such as Stranger Things, ensuring its library remains
distinct and appealing to a global audience. This focus on exclusive content not
only differentiates Netflix from its competitors but also drives subscriber growth

and retention (Moviepilot, 2021).
Competitive Landscape

Netflix operates in a market with strong competition, with the majority of its revenue
generated in the UCAN region. As a result, the competitive analysis focuses on
competitors that are primarily active in this region, including Alphabet, Apple,
Warner Bros. Discovery, Walt Disney, Amazon, and Comcast. These competitors
can be divided into two categories: direct competitors, whose primary business
model revolves around streaming, and indirect competitors, whose main business

is not necessarily streaming but are still well-integrated into the streaming market.
= Direct Competitors

Warner Bros. Discovery (WBD) was formed in 2022 when WarnerMedia and
Discovery merged. The business is an essential player in the streaming industry.
The company has a strong presence with over 97.7 million customers to HBO Max
and Discovery+ and an estimated $41.3 billion in revenue in 2023. Warner Bros.
Discovery stands out in delivering a wide range of premium content, with its key
strengths rooted in blockbuster franchises like Harry Potter, complemented by

popular TV programming and unscripted content (Warner Bros. Discovery, 2024).

Walt Disney (DIS) is another major player in the streaming space. With Disney+,
the company reached 158 million subscribers in 2024 (Statista, 2024b). Walt
Disney attracts a diverse audience by offering content that ranges from children’s
programming to popular titles like Marvel, Pixar, and Star Wars. This diversity
makes Disney a challenging competitor, well-established in the streaming sector
(The Walt Disney Company, 2024).

= Indirect Competitors

Alphabet (GOOG), the parent company of Google, is a significant indirect
competitor with YouTube. While YouTube is known for user-generated content,

YouTube TV offers a paid streaming service that directly competes with Netflix.
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With a revenue of $307 billion in 2023, Alphabet has the resources to invest heavily

in the streaming market (Alphabet Inc, 2024).

Apple (AAPL) has established itself as a strong competitor with Apple TV+. The

r'd service focuses on high-quality, exclusive original content and had over 42.1
‘ million subscribers in 2023. Through its integration with the broader Apple
ecosystem, Apple TV+ benefits from a loyal user base and competes with Netflix

for premium content (Statista, 2022).

Amazon Prime Video (AMZN), with over 200 million Amazon Prime members, is
a major player in the streaming market (Statista, 2024e). The company bundles
Prime Video with its e-commerce membership, creating added value beyond
amazon streaming. This bundling approach gives Amazon a financial flexibility that Netflix,
as a pure-play streaming service, does not have. With a revenue of approximately
$574 billion in 2023, Amazon has the financial power to continue investing in

content and technology (Amazon.com Inc, 2024).

Comcast (CMCSA), with its streaming service Peacock, is also a key competitor
A in the US market. Peacock had over 36 million paying subscribers in 2024 (Statista,
COMCAST 2024f). Comcast combines free and paid content and leverages its strong cable
and broadband services to assert its presence in the streaming sector (Comcast

Corporation, 2024).

Netflix has positioned itself as a dominant player in the SVoD industry. Through
continuous investments in content and technology, the company has secured a
strong market position. Netflix invested approximately $17.2 billion in content,
accounting for about 26% of its revenue (Statista, 2023a). In comparison, Disney
spent around $27.2 billion on content, with most of it directed towards Disney+,
which has seen strong growth due to its brand franchises (Statista, 2024b).
Amazon Prime Video invested around $18.9 billion in content, mainly driven by the
acquisition of sports rights and exclusive series (The Wrap, 2024). While Netflix
continues to focus on a broad content library, competitors like Disney and Amazon

Netflix strengthen their market position through additional portfolios and bundling.
21%

Other

36% With over 22% of the market, Amazon dominates the American video-on-demand

(VoD) market. Netflix comes in second with roughly 21%, while Disney+ comes in
third with roughly 12%. Other competitors like Apple, Comcast, and Warner Bros.
Discovery have smaller shares but continue to expand their market positions
Comcast Amazon through various business strategies, such as bundling content with other services
Walt (Statista, 2024h). With over 600 million users worldwide and ongoing international

12% expansion, Netflix has the opportunity to further solidify its leadership position.

Figure 9: Market shares of the
SVoD market (Statista, 2024h)
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Particularly in regions where the company has not yet fully penetrated, substantial

growth opportunities remain (Netflix, 2024d).

Netflix continues to lead the streaming market in terms of subscribers with
approximately 282 million subscribers worldwide (Statista, 2024g). Amazon follows
with around 200 million members for Amazon Prime (Statista, 2024e), while

Disney+ reports about 158 million subscribers in 2024 (Statista, 2024d).
Market Advantages

A critical component of Netflix's success lies in its globally recognizable brand
identity. Netflix has established itself as a globally recognized brand. In the United
States, 96% of VoD users are ware of Netflix with more than half of them displaying
loyalty and regular usage (Statista, 2023b). Similarly, in Germany, 94% of VoD
users recognize the brand, with 67% expressing a favorable view of it (Statista,

2023c).

Furthermore, Netflix success in heavily driven by its substantial investments In a
vast library of content, including original productions. As of 2023, the library
consists of more than 15,000 titles, combining licensed content and original series

like Squid Game (Focus Online, n.d.)

Moreover, a central aspect of Netflix's strategic orientation is the diversification of
its subscription model. By offering various pricing tiers, Netflix achieves broad
market penetration and effectively appeals to price-sensitive and value-oriented
consumers. This enables the company to align itself flexibly with diverse market

segments and reach a wider target audience.

Additionally, Netflix's global footprint in over 190 countries represents a significant
strategic asset, as it facilitates the accessibility and scalability of its content on a
worldwide scale. Productions like Heeramandi in India and The Gentlemen
demonstrate its commitment to creating culturally specific content with universal

appeal (Asia News Network, n.d.).

Finally, another pivotal element contributing to Netflix's market success is its
sophisticated recommendation algorithm. This algorithm delivers a highly
personalized viewing experience, thereby significantly boosting audience
engagement. Approximately 80% of the content consumed by users is derived
from Netflix's recommendations, which serves as evidence to the considerable
influence of the algorithm on user behavior (Stratoflow, 2024). Through analysis of
viewing habits and individual preferences, Netflix is expert at offering targeted
recommendations that enhance user interaction. This personalized approach is

further strengthened by the company’s cultural adaptability, as advertising is
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tailored to reflect the specific interests and preferences of viewers across various
regions. By integrating these strategies, Netflix not only optimizes the user
experience but also reduces churn, with Netflix loosing only 2% of its users
quarterly (Hurff, 2023).

As a result, Netflix strengthens its role as a global provider, that offers a

personalized viewing experience and gives it a clear market advantage.
Stock Performance

Netflix's stock performance has been both impressive and highly volatile over

Annualized

Company / Index Returns in %  recent years. With a share price of $756.10 as of November 1% 2024, Netflix has

considerably outperformed both its direct competitors and broader market indices.

MSCI World 9.19

S&P 500 17.15 From the end of 2019 to 2024, Netflix generated an annualized return of 32.71%,
Alphabet 34.23 far exceeding that of major indices such as the MSCI World (9.19%) and the S&P
Apple 50.65 500 (17.15%). This outperformance illustrates the company’s ability to deliver
EZTﬂTjSt ;;7217 substantial shareholder value, driven largely by its growth in global subscribers,
Walt Disney -5.51 although strong competitors such as Alphabet and Apple have shown even higher

_ _ annualized returns.
Figure 14: Annualized returns of

indices and peers However, this growth has come with a higher level of volatility. Netflix's annualized

volatility stands at 9.94%, notably higher than the MSCI World (4.48%) and the

Annualized S&P 500 (4.57%), indicating that the stock experiences more pronounced

Company /Index - 4ility in %

fluctuations. When compared to its competitors in the market Netflix’'s volatility is

MSCI World 4.48 above the industry average of 6.94%, which was calculated by average the
S&P 500 457 . - . -

annualized volatility of Google, Apple, Comcast and Disney. Netflix’s stock sees
Alphabet 6.97
Apple 6.91 more fluctuations than many of its peers, which may indicate a less stable
Comcast 6.15 performance. Due to a slightly higher volatility, investors may face significant
Netflix 9.94 market movements in response to the company’s evolving strategies and
Walt Disney 7.41

competitive landscape.

Figure 15: Annualized volatility » )
of indices and peers In addition to stock performance, Nefflix's approach to shareholder returns

differentiates it from many large-cap peers. Since going public, Netflix has not
issued dividends, preferring to reinvest earnings into growth initiatives such as
6.045 content production and technology improvements. Instead, Netflix has chosen to
return capital to shareholders through share buybacks. Beginning in March 2021,

Netflix initiated a repurchase program of up to $5 billion, which was expanded by
1.524
- 0.600 an additional $10 billion in September 2023. By the end of 2023, Netflix had

repurchased approximately 14.5 million shares, totaling $6.045 billion, leaving $8.4
TT™ 2023 2022 2021
billion available for future buybacks (Netflix, 2024c). This program not only signals

Figure 16: Share buybacks last , , . ., .
4Y in $bn (Netflix, 2024c) management’s confidence in Netflix’s long-term value but also gives the company
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flexibility to generate cash flow if needed, as the program can be adjusted or

paused based on market conditions.

The graph shows Netflix's stock performance in relation to the S&P 500 and MSCI
World, emphasizing the company's stronger growth trajectory and higher volatility.
Despite the June 2022 dip due to growth concerns and rising competition, Netflix’s
recent strategies and robust content lineup have sustained investor interest and
supported its stock price recovery. Overall, Netflix remains a high-growth, high-
volatility stock, positioning itself as a leader in the streaming industry while

managing shareholder returns through strategic buybacks instead of dividends.
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Figure 17: Netflix stock performance against selected indices

Company Analysis and Forecast

Historical Financial Analysis

Assessing Netflix’'s financial health involves a comprehensive analysis of its
financial statements, liquidity metrics, and capital structure over the past five years.
In a next step, we compared these figures to those of the broader industry and

specific competitors, namely Alphabet Inc., Comcast Corp. and Walt Disney Co.
= Revenue Growth

The UCAN region, Netflix's most established market, has seen steady but
moderate revenue growth. Subscriber growth in this region was relatively low,
peaking at 8% in 2019 before leveling out, with minimal growth (0-4%) in
subsequent years as the market matured. Despite limited subscriber increases,
revenue growth in UCAN has been driven by steady ARPU increases. The ARPU
growth reached a high of 9% in 2021, although it slowed to 3% by 2023. As a
result, UCAN'’s total revenue increased consistently but at a decelerating rate, from
14% growth in 2020 to 5.6% in 2023. This trend reflects Netflix’'s emphasis on

increasing pricing rather than gaining new subscribers in this saturated market.
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E":EA ,, 106 Inthe EMEA region, Netflix experienced a more substantial revenue growth rate,
78 : supported by relatively robust subscriber increases. Subscriber growth was
55 particularly high in 2019 (35%) and 2020 (15%), but it slowed down to 10% in 2023
-0 74 81 as the region matured. Revenue growth for EMEA initially mirrored this trend, with
an impressive 40.2% increase in 2020 and a 25% rise in 2021, but it flattened to
- - - - - 0% in 2022 before recovering to 8% in 2023. ARPU in EMEA fluctuated, with a
v v v v v notable 8% growth in 2021, followed by declines of 5% in 2022 and 1% in 2023.

mmm Netflix Customers Revenue

Figure 19: EMEA subscribers &
revenue growth
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Figure 22: Return on assets —
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This volatility in ARPU might be tied to economic factors and regional pricing

strategies, contributing to the revenue growth slowdowns in recent years.

The LATAM region exhibited moderate growth in both subscribers and ARPU.
Subscriber growth ranged from 24% in 2019 to a low of 4% in 2022, before
recovering to 7% in 2023. Correspondingly, revenue growth in LATAM remained
stable, showing a pattern of around 12.9% growth in 2020, 13% in 2021, 14% in
2022, and a slight decline to 9% in 2023. ARPU growth in LATAM was relatively
weak in the earlier years, with a negative growth of -9.2% in 2019, but it picked up
t0 3.7% in 2021 and 10% in 2022, before stabilizing at 2% in 2023. These numbers
suggest that Netflix has adjusted its pricing strategies to balance affordability with

revenue goals in this region.

APAC, the smallest revenue-generating region for Netflix, has shown the highest
potential for subscriber growth. Subscriber growth in APAC peaked at 64% in 2019,
though it gradually declined to 17% by 2023. Revenue growth closely followed this
pattern, with a massive 61.4% increase in 2020, which tapered down to 5% by
2023. ARPU in APAC, however, has been challenging; it declined by 1.3% in 2019
and 11% in 2022, followed by a further 10% decline in 2023. This downward ARPU
trend suggests competitive pressures or pricing adjustments to attract and retain
a price-sensitive customer base in APAC. Despite lower ARPU, the APAC region

remains a high-growth market for Netflix due to its large untapped subscriber base.
= Profitability and Returns

An analysis of Netflix’s financial performance from 2019 to 2023 highlights a clear
trend of growth in both operational efficiency and profitability. Gross profitimproved
from $7.7 billion in 2019 to $14.0 billion in 2023A. This growth trend is supported
by an increase in the net profit margin, rising from 9.2% in 2019 to 16.0% in 2023A.
This solid growth in net profit indicates Netflix’s improved operational profitability,
even as it invested heavily in content. When comparing net profit margins, Netflix's
exceeds competitors like Disney, which struggled to maintain positive margins, and

Comcast, which remained around 10-13% during the same period. Netflix's 16.0%
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margin also closely approaches the media and entertainment sector average of
19.8% in 2023.

Netflix has demonstrated notable improvements in its returns, with its Return on

Company /index S0 assets (ROA) increasing from 6.6% in 2019 to 13.3% in 2023. This growth
Zl?)tr:!);et 2:?2 indicates Netflix's enhanced efficiency in utilizing its assets to generate profits.
Comcast 0.41 While its ROA trails Alphabet Inc., which peaked at 21% during the same period,
Walt Disney 0.43 Netflix consistently outperforms Comcast and Disney, whose ROAs have
Sector 0.60 remained in the lower single digits or even negative in Disney's case. Compared
Figure 23: Asset Turnover as of to the media and entertainment sector average of 12% in 2023, Netflix's ROA of
2023 13.3% highlights its strong operational effectiveness. In terms of Asset Turnover,
Netflix has maintained a consistently high ratio, improving from 0.71 in 2019 to

0.83 in 2023. This outpaces competitors like Comcast and Disney. Additionally,

2 Netflix’s asset turnover consistently exceeds the sector average of 0.60 in 2023.

= Liquidity

18
16
13 14

Examining Netflix’s liquidity, we see some volatility. The cash conversion cycle

turned from -11.6 days in 2019 to near zero days in 2023, indicating an increasing

2019A 2020A 2021A 2022A 2023a  reliance on short-term cash cycles and faster collections, though collection periods
m Average Collection Period lengthened from 8.2 days in 2019 to 13.9 days in 2023. Netflix’s liquidity ratios

Average Payable Period - . . . s .

indicate some fluctuation but remain competitive within the industry. The current

ratio, which rose from 0.90 in 2019 to 1.25 in 2020, declined slightly to 1.12 in
2023, staying close to Disney’s 1.05 and outperforming Comcast’s 0.60, though

Figure 24: Cash conversion cycle

Company /Index  Current ratio still below the sector average of 1.67. The quick ratio followed a similar trend,
Netflix 112 peaking at 1.13 in 2020 and ending at 0.95 in 2023, ahead of Comcast (0.50) and
Alphabet 2.10 . . ., .
Comeast 0.60 Disney (0.85) but underperforming the sector average of 1.53. Netflix’s cash ratio,
Walt Disney 1.05 which reached 1.05 in 2020, declined to 0.80 in 2023, surpassing both Comcast
Sector 1.67 (0.15) and Disney (0.46) but remaining below the sector average of 1.05.

Figure 25: Current ratio as of 2023 » Solvency and Capital Structure

Netflix's capital structure and solvency have improved significantly, indicating

1,5 better financial health and less dependence on debt. From 1.47 in 2019 to 0.6 in
2023, the debt-to-equity ratio showed improvement, moving closer to the sector

s average of 0.37 and competition like Disney (0.51). Its strong ability to fulfill its debt
commitments is demonstrated by its interest coverage ratio, which increased from

I II II II II 4.16 in 2019 to 9.94 in 2023, considerably higher than the sector average of 1.05.
e e e~ — ™ Likewise, the debt-to-assets ratio decreased from 0.52 in 2019 to 0.36 in 2023,

2019A 2020A 2021A 2022A 2023A
indicating a less leveraged and stronger balance sheet. Netflix's debt-to-capital

= Netflix m Media & Entertainment Sector
Figure 26: D/E ratio — Netflix vs. ratio decreased from 0.66 in 2019 to 0.41 in 2023, putting it in line with the sector
sector

average of 0.27 and Disney (0.34).
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Revenue Forecast

Our revenue forecasts consider both subscriber growth and ARPU, key metrics
that impact Netflix’s top-line figures. To ensure a reliable forecast, we set analyzed
influencing factors of the two and set up a regression model for most regions. This
model combined key factors such as population growth and the number of fixed
broadband subscriptions, given their strong correlation, and delivered significant
results. ARPU was forecasted using a trend line method for most regions, which
was further validated by expected market trends. This two-fold approach allows for

a complete outlook on Netflix’s revenue potential.
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Figure 27: Netflix forecasted revenues from 2023 to 2034 by geographic area (in
$m)

The UCAN region accounts for approximately 44% of Netflix’s total revenues in
2023, making it the company's most significant market. Based on an analysis of
historical data from 2019 to 2023, we identified that subscriber growth in UCAN
closely correlates with two primary variables: regional population growth and fixed
broadband subscriptions. Combining these variables produced a statistically
robust model with an R2? of 78% and a p-value below 0.05, confirming their
predictive strength. For ARPU projections in UCAN, we observed an even stronger
correlation specifically with fixed broadband subscriptions, resulting in an R2 of
97% and a low p-value, underscoring the reliability of this variable in forecasting
ARPU trends.

Based on these findings, our forecast indicates that UCAN revenues will reach
approximately $16 billion in 2024, with further growth at a CAGR of 9% to $25
billion by 2029. Entering the steady phase from 2030 to 2034, we anticipate ARPU
growth to align with inflation rates (2.33% for UCAN), while subscriber growth will
mirror long-term GDP trends of 2% . Our projections show a peak in revenue
growth for UCAN in 2024, which is consistent with Netflix's latest Quarterly

Earnings Q3 reporting (Netflix, 2024).

The EMEA region is NetflixX’s second-largest market, generating 31% of total

revenue in 2023, which translates to $10 billion in sales. To forecast subscriber
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growth in this region, we used the same approach applied to UCAN. Our model
showed a high R-squared of 91% and a p-value of 0.01, indicating a statistically
significant correlation. We applied these projections to the growth phase, while for
the steady-state phase, we adjusted the growth rate to 2%, in line with projected
long-term GDP growth of the EMEA region (International Monetary Fund, n.d.-b).
To forecast the ARPU, our initial model lacked statistical significance, so we

adopted a trend line method. Although the R-squared was low, validating each
year’s projection ensured consistency. This brings ARPU from $130 in 2023 to an
estimated $144 in 2029, resulting in a CAGR of 10% for revenue in the growth

phase. For the steady phase, ARPU growth is expected to align with inflation at

2024E 2026F 2028F 2030F 2032F 2034F

—e—Netflix Customers ==Yearly ARPU

Figure 29: EMEA — ARPU in $ and ]
subscriber in million 2.04% per year (International Monetary Fund, n.d.-a).

For the LATAM region, which accounts for around 14% of Netflix’s revenues, our
projections indicate substantial growth potential due to several factors. Netflix has
increased its investment in original content for LATAM, such as localized
programming in Spanish and Portuguese, which has attracted a significant
audience. For instance, Netflix's original series like Palpito (Colombia) and Sintonia
(Brazil) achieved widespread popularity, highlighting Netflix’s effective strategy of
local-language productions, which resonate strongly with LATAM viewers and

boost engagement across the region (Location Colombia, 2022).

s We forecast subscriber growth in LATAM to rise at a CAGR of 8% in the growth
2024E 2026F 2028F 2030F 2032F 2034F  Pphase. This growth rate is supported by Netflix’s competitive advantage in local-

—*—Netflix Customers ——Yearly ARPU language content and the region’s expanding digital infrastructure, such as
Figure 30: LATAM — ARPU in $ and

subscriber in million increasing broadband access and a favorable demographic profile with a young,

digital-native population. For ARPU, we applied a trend line approach,
acknowledging the initially low R-squared. This was largely due to the disruption
caused by COVID-19. After analyzing annual data, we concluded that the numbers
align well with the realistic market growth expectations. Thereby, ARPU is
expected to grow at a CAGR of 2%, reaching $116 in 2029. Over the long term,
we project ARPU growth to match inflation rates for the LATAM region, reaching
an estimated $138 by 2034, up from a baseline of $104 in 2023.

For the APAC region, Netflix currently earns the smallest share of its global
revenue, yet it holds substantial growth potential due to the region's increasing

subscriber base. APAC has shown high subscriber growth rates, with increases

between 31% and 17% year-over-year in recent years, despite a decreasing

2024E 2026F 2028F 2030F 2032F 2034F

ARPU. The ARPU decline has been largely attributed to Netflix’s pricing strategies

—e—Netflix Customers  —=Yearly ARPU aimed at affordability in highly price-sensitive markets like India and Indonesia.

Figure 31: APAC - ARPU in $ and

o A These strategies, while reducing ARPU, are crucial for driving subscriber
subscriber in million
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acquisition and retention as Netflix continues to expand in a region with significant

potential for future growth (Sefial News, 2023).

For forecasting APAC's subscribers, we applied the same model as used in other
regions, yielding a realistic CAGR of 15% for the growth period. In the steady
growth phase, subscriber expansion is expected to align with GDP growth of 4.4%
(International Monetary Fund, n.d.-b). ARPU was forecasted using a trend line
method. Although ARPU is projected to remain relatively stable in 2024, it is
expected to continue decreasing until 2027, at which point it should reach its lowest
point at $78. Thereafter, ARPU is projected to grow in line with inflation of 4.6%

(International Monetary Fund, n.d.-a).
Content Strategy and Capex

Netflix is undergoing a significant shift in its content strategy, focusing heavily on
original productions while reducing dependance on licensed content. Over the
historical period, licensed content decreased from 60% of total content assets to
40%, while produced content increased from to 60%. Company data shows that
62 of the top 100 most-watched titles during the first months of 2023 were Netflix
originials (Vitrina Al, n.d.). Therefore, our projections indicate that this trend will
continue into the future, with licensed content stabilizing at 23% of the total portfolio

by 2029 and produced content growing to 77%.

We have forecasted Netflix’'s content assets as a percentage of revenue based on
historical trends. Historically, content assets have ranged from 102% to 94% of
revenue as of 2023, reflecting a gradual decline. For 2024, we anticipate content
assets to decline to 85% of revenue, reflecting Netflix’s focus on optimizing its

@@@W@W@@ﬁﬁﬁw content spend relative to revenue generation during this stabilization phase.

&%&&‘ﬁ@(‘@‘é‘ﬁ&é}ﬂ?“@"ﬁ&"é‘gﬁ‘ Beyond 2024, we project this ratio to stabilize at approximately 92% of revenue.
B i e L Ze Ve

mLicensed Content Produced Content

Figure 32: Content assets as of 2024, reaching $33.1 billion. Between 2025 and 2029, total content assets are
beak value in $on projected to grow at a CAGR of 12%, reaching $57.4 billion by 2029 and $72.9

billion by 2034. Licensed content is projected to increase modestly at a 1% CAGR,

52% 689% growing from $12.6 billion in 2024 to $16.8 billion in 2034. In contrast, original
content will see a robust 17% CAGR between 2024 and 2029, rising from $20.5
# billion to $56.2 hillion by 2034.

Based on these assumptions, total content assets will grow modestly by 5% in

6@ Q@\@Q & é@@ S Broader industry trends, which show that rivals like Disney+ and Amazon Prime
<> & Q® S

\}@@” & Video are making significant investments in original content, support this forecast.

Figure 33: Forecast % change in Disney+ is anticipated to raise its yearly spending in original content by 82%

spending on original content
between 2022 and 2027 (fDi
Intelligence, 2022) spending by 70%. While Netflix is anticipated to grow its original content spending

between 2022 and 2027. Similarly, Amazon Prime Video is projected to grow its
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by 43% during the same period, the pace of investment by competitors signals the

increased competition in the market (fDi Intelligence, 2022).
= Capex

Netflix's capital expenditures (CAPEX) are unique compared to traditional
industries because they are heavily focused on intangible assets - particularly
content assets. Unlike capital spending in most industries, where spending goes
toward physical infrastructure, Netflix's capital spending is primarily used to build
and maintain its extensive content library. This includes both produced content,
such as Netflix originals, and licensed content purchased from third parties.
Therefore, we classify Netflix’s content spending as CAPEX because it represents
long-term investments that generate revenue over multiple years, similar to how
traditional companies invest in property, plant, and equipment (PP&E). These
investments are capitalized on the balance sheet and amortized over their useful

lives, aligning costs with the revenue they generate.

-15 (20) (19) (20) (21) (23) (24) (25) 26) @7

Growth Capex ®m Maintenance Capex

Figure 34: Capex forecast from 2019 to 2034 in $bn

By 2023, Netflix’s total content assets reached approximately $31.7 billion, far
surpassing its physical PP&E of $1.5 billion. Thereby, maintenance CAPEX
represent the majority of Netflix's total investments. These expenses are closely
related to the company’s significant content amortization costs. By 2024,
maintenance CAPEX are expected to reach $15.0 billion and further increase to

$27.3 billion by 2034 as Netflix invests in updating and replacing content.

Growth CAPEX, on the other hand, represents investments aimed at expanding
Netflix’s content portfolio or supporting future strategic initiatives. Growth CAPEX
is determined by calculating the annual growth in sales and multiplying it by the
proportion of content assets and PP&E relative to revenue. Here, we observe that
content assets and PP&E as a percentage of revenue remain steady at 89% for
2024-2025, increasing to 96% in subsequent years. Thereby, growth CAPEX is
comparatively smaller than maintenance CAPEX. In 2024, growth CAPEX is
forecasted at $4.0 billion, with an increase to $5.1 billion by 2029. By 2034, growth
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CAPEX is expected to decline to $3.3 billion, reflecting reduced marginal costs due

to economies of scale.

Cost of Revenues Forecast

Over the historical period, Netflix's cost of revenues grew steadily, increasing from
$12.4 billion in 2019 to $19.7 billion in 2023, representing a CAGR of approximately
12.2%. This growth was driven by higher amortization expenses for both licensed

and produced content.

Licensed content amortization decreased from $7.2 billion in 2019 to $7.1 billion
in 2023 and exhibited a declining trend as a percentage of total cost of revenues,
reflecting Netflix’s strategic pivot away from licensed content. By 2023, licensed
content amortization represented 56% of licensed content assets, down from 60%

in 2022. This decline aligns with Netflix’s effort to mitigate licensing costs and focus

1.40

on building an original content portfolio.

Produced content amortization rose significantly, from $1.9 billion in 2019 to
$7.1 billion in 2023, representing a CAGR of 37%. As Netflix increased its focus
on original productions, the amortization of produced content grew in tandem with

its expanding portfolio. Produced content amortization as a percentage of total

Amortization of licensed content produced content assets reached 37% by 2023, up from 20% in 2019, reflecting
- gmrr“za“o” of produced content accelerated investment in and usage of original content.
Figure 35: Cost of revenues as Other streaming costs, which include expenses such as content delivery and

of 2023 in $bn o o o
customer support, grew from $3.1 billion in 2019 to $5.5 billion in 2023, maintaining

a consistent ratio of approximately 16% of revenue. This reflects Netflix’s scalable
operations and efficiency in cost management, even as the subscriber base

expanded globally.

20 Looking ahead, Netflix’s cost of revenues is projected to increase from $20.9 billion
16 in 2024 to $40.4 billion in 2034. Licensed content amortization is expected to grow
12 modestly from $8.0 billion in 2024 to $9.8 billion in 2034. Its contribution to total
8 e =

cost of revenues is expected to stabilize as Netflix continues to decrease its

N

reliance on licensed content. In contrast, the amortization of produced content is

SR S S R S R i iqnifi i illi
& &8 expected to rise significantly, reaching $17.5 billion by 2034. Produced content
—a—Amortization of licensed content amortization as a percentage of total produced content assets is forecasted to

i duced - i . .. - . .
Amorization of produced content stabilize at approximately 31%, reflecting an efficient utilization of content over its

—&—Other streaming costs

Figure 36: Cost of revenue economic lifecycle.
forecast in $bn
Other streaming costs are anticipated to grow steadily, increasing from $6.5 billion

in 2024 to $13.2 billion in 2034. As a percentage of revenue, these costs are

expected to remain stable at approximately 17% throughout the forecast period.
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The projected trends in cost of revenues reflect Netflix’s strategic shift toward
original content. While licensed content amortization is expected to grow modestly,
its relative contribution to the total cost of revenues will continue to decline. Overall,
cost of revenues as a percentage of revenue is expected to remain steady at
approximately 59% from 2024 onward, highlighting Netflix’s ability to align cost

growth with revenue expansion.
Operating Expenses Forecast

Netflix incurs core business expenses include three main segments: marketing,

technology and development, and general and administrative costs.
= Marketing Expenses

Netflix's marketing expenses are directed toward promoting its streaming service.
Effective global advertising and branding campaigns have set Netflix apart from its
competitors, supporting rapid subscriber growth and reinforcing its brand image
worldwide. In 2019, Netflix spent approximately $2.6 billion on marketing, which is
equivalent to 13% of its revenues, as it expanded its presence in new regions and

further strengthened its brand in established markets.

To forecast Netflix’s future marketing expenses, we analyzed the historical trend
in spending per user, which has averaged around $11.49. Using this value as a
basis, we projected future marketing expenses by linking them to our subscriber
growth forecasts. Based on this method, we expect marketing expenses to rise
steadily, reaching $3.1 billion in 2024 and expanding to approximately $4.7 billion
by 2029. We assume that Netflix will manage marketing spend effectively, allowing
it to achieve consistent returns on investment as it strengthens its brand in new

regions.
= Technology and Development Costs

Technology and development costs are another significant component of Netflix’s
operating expenses, reflecting its investment in streaming technology, user
interface improvements, and overall platform enhancement. These costs cover
payroll, cloud computing services, and third-party services that support Netflix’s
streaming delivery. In 2019, technology and development expenses totaled around

$1.5 billion, representing 8% of Netflix’s revenues.

Given the importance of platform innovation and user experience in the streaming
industry, we expect technology and development costs to grow in line with
revenue. Consequently, we project that these expenses will remain stable at
approximately 8% of sales, reaching $3.1 billion by 2024 and increasing to nearly

$5 billion by 2029. This growth reflects Netflix’s ongoing investment in maintaining
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a seamless and cutting-edge streaming experience, which is essential for retaining

subscribers and competing with other major streaming services.
= General and Administrative (G&A) Expenses

G&A expenses have also been on an upward trend as Netflix expands its

5,1%

operational footprint worldwide. This category includes payroll, professional fees,
contractor and consultant costs, and other corporate expenses. In 2019, G&A

costs amounted to $914 million, representing 5% of Netflix’s total revenues. Given

the steady nature of these expenses relative to revenue, we forecast G&A costs to
continue at approximately 5% of revenue in the coming years. In line with Netflix’s

2019A 2020A 2021A 2022A 2023A 2024E revenue growth, G&A expenses are expected to reach $1.9 billion by 2024 and
Figure 40: G&A as percentage of around $3 billion by 2029. The rise in G&A expenses reflects Netflix's need to
revenue support an expanding global workforce, establish new offices, and manage the

administrative demands of its increasingly complex international operations.
Margins and Operational Performance

NetflixX's operational performance and margins have shown significant
improvement over the historical period, with sustained growth projected into the
forecast horizon. The company's focus on content investments, operating
efficiencies, and strategic pricing has driven consistent margin expansion, as

reflected in the trends visible in the provided data and chart.

60%
50%
40%
30%
20%
10%

0%

. Revenues

Net profit margin

Gross Profit margin EBIT margin

Figure 41: Global revenue and margin forecast in $bn

Gross profit margins have increased steadily, rising from 38.3% in 2019 to 41.5%
in 2023. This improvement reflects Netflix's ability to scale its operations, optimize
its content spending, and increase subscriber monetization. Margins are
forecasted to expand further, reaching 49.0% by 2028 and stabilizing at that level
through 2034. This consistent increase underscores its transition toward a more

profitable content mix.
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Netflix's EBIT margin has shown notable improvement, climbing from 12.9% in
2019 to 20.6% in 2023. This growth reflects reductions in marketing expenses as
a percentage of revenue (from 13% in 2019 to 8% in 2023) and a stable level of
technology and development expenses at around 8% of revenue. The margin is
projected to further expand to 29.4% by 2034. We assume that Netflix will grow its
profitability further as it broadens its content library and leverages operational

efficiencies.

At the bottom line, the net profit margin has also improved significantly. From 9.2%
in 2019 it increased to 16.0% in 2023. We further expect profitability expansion at
the bottom line, with margins projected to reach 22.6% by 2034. This assumption
reflects Netflix's ability to convert operational improvements into bottom-line
profitability. Moreover, the steady growth of net profit margins is an indicator for

higher returns on content investments.
Capital Structure Forecast

Netflix's capital structure is experiencing considerable modification as the company
decreases leverage and increases its equity position. This demonstrates Netflix's
1,60 growth as a leader in the streaming market, as well as its ability to generate reliable
1,20 cash flows. As a result, the company's debt-to-equity (D/E) ratio has decreased
0,50 significantly, from 1.47 in 2019 to 0.66 in 2023. This trend is expected to continue,
with Netflix's D/E ratio projected to decline to 0.32 by 2034. This trajectory will bring
0:49 \-‘\—._‘ Netflix closer to the sector average of 0.37. The reduction in leverage is mostly
0,00 driven by Netflix's equity expansion, which is forecast to rise from $7.6 billion in

F ¥ ¥ (& 5 - . L _ _
S S S S S S 2019 to $61.4 billion by 2034. This expansion is driven by retained earnings from
——Debt/Capital D/E ratio higher profit margins and revenue increases. At the same time, Netflix's debt is
Figure 42: Netflix’s forecasted rather constant in line with historical averages, increasing modestly from $14.8
capital structure ratios billion in 2019 to $19.5 billion in 2034,

The debt-to-capital ratio has also improved from 0.66 in 2019 to 0.41 in 2023 and
is expected to stabilize at 0.24 by 2034. This brings Netflix’s financial structure
closer to the broader media and entertainment sector, where the average debt-to-
capital ratio is 0.27. By reducing its reliance on debt, Netflix ensures that it can

sustain long-term growth while moderating financial risk.

Netflix’s cash conversion cycle (CCC) also reflects its evolving financial
management practices. The CCC, which measures working capital efficiency,
turned positive in 2023 after years of being negative, rising from -11.56 days in
2019 to 0.09 days in 2023. By 2034, the CCC is expected to rise to 15.31 days as

Netflix balances its revenue growth with effective working capital management.
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When compared to its peers, Netflix’s historical leverage has been relatively high
but is now moving towards industry norms. As mentioned, Alphabet Inc., for
example, maintains a minimal D/E ratio of 0.11 in 2023, while Comcast Corp. and
Walt Disney Co. operate at 1.26 and 0.55, respectively. By 2034, Netflix’s D/E ratio

of 0.32 and debt-to-capital ratio of 0.24 will position the company more favorably.

Valuation

Free Cash Flow

To estimate Netflix's enterprise value and share price, we analyzed its Free Cash

Flow (FCF) statement. We see a course toward sustained positive cash flow

generation in recent years. By 2023, Netflix reported an unlevered free cash flow

(UFCF) of approximately $7.8 billion, a significant improvement from the negative

$0.6 billion UFCF recorded in 2021. This positive change reflects an adjustments

i in Netflix’s content investment strategy and more systematic CAPEX allocation.

H H H H H I The short-term outlook indicates a temporary decrease in CAPEX, particularly in
2024 and 2025, leading to projected UFCFs of $5.7 billion and $5.2 billion. As

m Operating gross cash flow mentioned in the CAPEX section of this report, this reduction reflects a stabilization

Operating Unlevered Free Cash Flow phase in Netflixs content portfolio growth, allowing for stronger cash flow

E;%l:\r(fel:\?v:’strt;::(,zsofzosr;%ag,?ed generation. However, starting in 2026, CAPEX is expected to rise as Netflix is
expected to increase its investment in original content. This increase is projected
to reduce UFCF to $3.1 billion in 2026. From 2027 onward, Netflix's UFCF is
forecasted to grow steadily as its content strategy matures. By 2030, UFCF is

expected to exceed $11.3 billion, with sustained growth through to 2034, when it

WACC Inputs

Risk-free rate 3.73% is projected to reach approximately $15.3 billion.

Market Risk Premium 4.60% WACC

Levered Beta 1.3

Cost of Equity 9.71% To estimate a fair value for Netflix, we discounted the company’s future cash flows

Cost of Debt 4.26% using the weighted average cost of capital (WACC). This critical valuation metric

Tax Rate 21% reflects the blended cost of Netflix's capital sources and serves as the rate of return

DIEV 5.29% required by investors. Given the dynamic nature of Netflix’s capital structure and

E/EV 94.71% the significant impact of content investments on its financial profile, we approached
Figure 44: WACC inputs each component of the WACC calculation with precision, as outlined below.

= Capital Structure

A thorough evaluation of Netflix's financial status was carried out in order to match
its capital structure with its long-term strategic goals. From 2019 to 2023, Netflix
maintained a conservative debt-to-enterprise value (D/EV) ratio, averaging 5.29%.

This low D/EV ratio reflects Netflix's strategy of minimizing debt reliance and
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funding content growth primarily from internal cash flows. In 2023, the D/EV ratio
stands at 4.15%, down from 7.59% in 2022, as the company has continued to
decrease debt and boost cash reserves, achieving net debt of $9.1 billion and cash
holdings of $5.4 billion. Compared to competitors, Netflix's D/EV ratio is notably
lower. Disney for instance has a D/EV ratio of 22%, while Comcast’s ratio also lies
at a high level of 41%.

o Further, in recent earnings calls and reports, Netflix management reiterated its

commitment to reducing debt and increasing cash reserves, emphasizing that a
131

267
239
142
- P sw low D/EV ratio is central to the company’s financial strategy. This focus on low
4%
15 .16 I

4%

u .4% leverage is particularly prudent in a high interest rate environment, where

15 15

J010A  2000A  2021A  2009A  2003A minimizing debt helps reduce interest costs and preserves cash flow for operations
-Eq;“y (“Ske‘va'“@ NetDent (Bookvalve) — (Netflix, 2024d). Based on this knowledge, we assume Netflix’s historical D/EV
ebt-to-
Figure 45: Historical D/EV average of 5.29% as the target ratio going forward.

= Cost of Equity

The Capital Asset Pricing Model was applied to ascertain Netflix's cost of equity.
Our choice was the 10-year U.S. As the risk-free rate, we used the 10-year US
Treasury bond, which is currently 3.73% (CNBC, 2024). This decision is consistent
with the substantial U.S. presence of Netflix and the widespread usage of U.S.
Treasuries as a trustworthy, risk-free stand-in. Additionally, considering our long-
term projection horizon, the 10-year maturity is suitable. For the market risk
premium, we applied a 4.6% rate, sourced from NYU Stern’s Country Default
Spreads and Risk Premiums Tables as of January 5, 2024. Here we see the latest
equity risk premiums for different countries, with 4.6% for the United Stated
(Damodaran, 2024).

Weekly Monthly

3 Year 1.70 2.14

*************************

5 Year 012 | 130 | Todetermine Netflix's Beta (B), we calculated the covariance of Netflix's returns

7777777777777777777777777 with the MSCI World Index. Given Netflix's extensive global activities, the MSCI

Figure 46: Netflix’s calculated World index was selected over the S&P 500 to correctly reflect the company's

e international exposure. Beta was calculated using five years of monthly data,
resulting in a levered beta of 1.30. This selection of a longer data set and monthly
Alphabet  weekly  Monthly frequency reduces potential biases associated with shorter time frames or daily
3 Year 114 1.04 data, thereby providing a more reliable estimate of Netflix’s sensitivity to market
5 Year 0.96 1.04 movements.
” Weekly  Monthly . o . .
To validate our findings, we compared Netflix's beta with those of Alphabet and
3 Year L4 - Apple, as these two indirect competitors exhibit similarly low Debt-to-Enterprise
5 Year 1.02 1.15

Value (D/EV) ratios to Netflix. Our analysis reveals that Netflix demonstrates a

Figure 47: Alphabet’s and Apple’s  slightly higher beta, particularly when considering the 3-year data. This difference

Iculated bet
cafculated beta could be attributed to Netflix’s relatively earlier stage of maturity compared to the
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more established positions of Alphabet and Apple. Overall, we find that our
estimations align well with the competitive landscape. Therefore, with the levered

beta of 1.3 we calculated Netflix’s cost of equity at 9.71%.
= Cost of Debt

Market To calculate Netflix's long-term debt cost, we examined the market values of

Issue Date
Value

YTM  Weight . . .
several bonds with varying maturity dates. Here, we chose the ten most recently

20200428 4238 0% 004 issued bonds. By weighting the yields to maturity (YTM) of these bonds according

- -] 0, . . . . .
2020-04-28 4505 256% 004 44 thejr outstanding values, we derived an overall weighted YTM of 5.55%. This
2018-10-26  1.641.4 4.0%  0.15 calculation provides an accurate representation of Netflix’s effective borrowing cost
2019-04-26  2.0252 4.0%  0.19 across its debt portfolio.

2019-10-26 - 11200 42%  0.10 The cost of debtwas then adjusted by incorporating aloss given default of

2019-10-26 8727 41% 0.8 53.90%, sourced from S&P, along with a probability of default of 0.35% as for the
2019-04-29  1.2608 2.8%  0.12 Baa2 rating applicable to Netflix, sourced from Moody’s. Applying these factors

2019-04-29 9484  4.2%  0.09 yielded a cost of debt of 5.36%.

2019-10-25  1129.7 3.1% 010 19 gccount for tax effects, we applied Netflix’s tax rate of 21%, resulting in a post-

2019-10-25  1.0315 4.2% 0.9 tax cost of debt of 4.26%. This tax-adjusted cost of debt is a crucial component in
Figure 48: Selected bonds for YTM the WACC calculation, which we use to discount Netflix's projected future cash
calculation flows and derive a fair valuation for the company. Based on the above, we

calculated a WACC of 9.42%.
ROIC and Long-Term Growth

To evaluate Netflix's capital efficiency, we analyzed its Return on Invested Capital
3%, (ROIC), which indicates the company's ability to generate returns relative to the

27% w28 26% 26% 26% 259 249 24% 25% 25%
capital it has invested. From 2019 to 2023, Netflix's ROIC has shown significant
I I I fluctuation, reflecting both shifts in capital allocation and the competitive streaming
‘ landscape. ROIC improved from 20.3% in 2019 to a peak of 26.9% in 2024, before

"

moderating to approximately 25.6% by 2029. This level consistently surpasses
Figure 49: ROIC forecast Netflix's WACC, indicating effective capital management and strategic allocation

toward high-return projects.

The improvement in ROIC through 2024 aligns with Netflix's shift toward internally
produced content, which enhances capital efficiency by reducing dependency on
licensed content that typically requires higher upfront payments. As Netflix’s
operating invested capital grew from $18.1 billion in 2019 to an estimated $43.6
billion in 2026, the company's focus on producing original content internally has
contributed to a more sustainable long-term return on capital. By 2034, ROIC is
projected to stabilize at around 24.7%, reflecting Netflix’s ability to maintain strong

profitability from its content investments.
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Long-Term Growth Calculation
Long-term Inflation
Rate

5y average GDP
Growth

2.51%

2.09%

TV Growth Rate 4.59%

Figure 50: Long-Term growth rate

.2 9%

Terminal Value

71%

= Forecast Period

Figure 51: Distribution of
enterprise value between forecast
period and terminal value

Equity Bridge

Enterprise Value 187.848.148

+ Invested Capital Non-

Core Operations 56.347

- Net Debt (11.077.356)
Equity Value 176.827.138
Share Price $412.9

Figure 52: DCF Equity Bridge

To forecast long-term growth, we calculated a long-term growth rate based on two
factors: inflation and GDP growth. For the long-term inflation rate, we relied on the
International Monetary Fund’s (IMF) forecast data for 2024 to 2029. To arrive at
an inflation rate, we calculated the average inflation rate across all regions for this
forecast period. This approach ensures that our long-term inflation estimate
reflects a balanced view of global inflation trends across both developed and
emerging economies. Thereby, we arrived at an inflation rate of 2.51%

(International Monetary Fund, n.d.-a).

For the long-term real GDP growth rate, we used the IMF’s historical and
forecasted GDP growth data spanning 2001 to 2029. We calculated the average
annual GDP growth rate over this 28-year period. However, we excluded the APAC
(Asia-Pacific) region from this calculation due to unrealistically high values. While
APAC is a high-growth region and Netflix is expected to experience substantial
expansion there, we excluded it to avoid introducing an upward bias that might
overstate global long-term growth potential. By focusing on the remaining regions,
we arrived at an average real GDP growth rate of 2.09%. This value reflects a
conservative and balanced estimate of long-term economic growth aligned with
Netflix’s broader global market exposure. Remarkably, we arrive at the same long-
term growth rate by multiplying Netflix's operating return on invested capital (ROIC)
by its retention rate (RR). This consistency highlights NetflixX’'s mature position
within the streaming industry, where growth is expected to align with the broader

economy.
Discounted Cash Flow and APV

Netflix was assessed using the Discounted Cash Flow (DCF) approach, which is
widely accepted for determining the intrinsic value of enterprises with consistent
cash flows. The projection period was separated into two phases: a high-growth
era from 2026 to 2030, followed by a steady-state period beginning in 2031. This
framework enables a smoother transition as Netflix evolves in the highly

competitive streaming sector.

By discounting our future cashflows with the WACC, the enterprise value of Netflix
as of December 31, 2025, was estimated at $187.8 billion. After adjusting for net
debt and other non-core operations as of 2023 book value, the resulting equity
value was $176.8 billion. This is then divided by the total number of outstanding
shares, which amounts to 428.24 million as of December 2024. This calculation
results in an estimated share price of $412.9, considerably lower than the current
share price of $936.6.
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In the case of the APV model, the unlevered free cash flows were discounted to
Netflix's unlevered cost of capital (9.47%). To account for the benefits of debt
financing, tax shields from debt interest were discounted using the identical
unlevered cost of capital. The APV valuation resulted in an enterprise value of
$183.1 billion. After correcting for net debt and non-core invested capital as
described in the DCF, the equity value was $172.07 billion. This is divided by the
total number of outstanding shares, yielding an equity value of $401.8 per share.
The APV analysis shows a modest divergence from the DCF valuation,

approximately 2.7%.
Sensitivity Analysis

The sensitivity analysis conducted on Netflix's valuation reveals that small
adjustments in the WACC and Terminal Growth Rate (TGR) can lead to significant
changes in the company’s estimated enterprise value and share price. Netflix’s
valuation is highly sensitive to assumptions around WACC and TGR. A modest
0.5% change in either metric can shift the enterprise value by approximately $20

billion and the share price by around $50.

WACC

187.848.148 8,42% 8,92% 5,42% 5,92% 10,42%
3,59%| 202.163.502  181.148.599 163.806.388  149.263.313  136.901.763
4,00%| 218781152 194.850.083 174.699.936  158.067.589  144.116.493
4,59%| 241506355  211.714.740 168.523.215 152.568.410
5,00%| 270724746  232.980.908  204.031.803  181.142.867  162.505.588
5,50%| 308720642  260.630.317  224.439.233  196.675.938  174.720.184

Figure 53: WACC vs. Terminal-Growth Sensitivity Analysis

When the WACC increases by 0.5%, Netflix’s enterprise value drops from $187.8
billion to $168.5 billion, underscoring how the company’s valuation is sensitive to

At its cost of capital. Conversely, a decrease in WACC to 8.92% raises the valuation

412,92 [ BaA2% B92% 942%  9,92% 10,42%|

3,59%| 4446 3983 3600 3280  300,7 . o .

aoo%| 4533 44 380 3473 3166 to $211.7 billion. Raising the TGR by 0.5% boosts the enterprise value to $204.0
as59%| 5321 4655 370,3 3352

Ciox| ers  iraa aoes  mmas  ames billion. This shift reflects the importance of Netflix’s projected growth, as even slight

5,59%| 6813 5732 493,4 432,2 3839

Figure 54: WACC vs. terminal adjustments in long-term expectations can have a profound effect on valuation.
growth sensitivity analysis The effect is particularly prominent because more than 70% of Netflix's enterprise
value is derived from the terminal value in the DCF valuation, making the model
highly responsive to changes in long-term growth expectations. This can also be

seen in the share price, which drops to $370.3 when the cost of capital is increased

t0 9.92%.
Cost of Debt . A A i A . ) 3 A .

ao [ soox  spo%  saow sex ssok] - Qur findings indicate that variations in the cost of equity have a significantly greater
9,31%| 453,5 452,6 451,7 450,7 450,7

9,51%| 4332 432,3 431,5 430,6 430,6 . . . . . .
9716 ares w137 a1 a1z impact on the share price compared to changes in the cost of debt. This disparity
9,91%| 3972 396,5 395,8 395,0 395,0

L is primarily attributable to Netflix’s low leverage ratio, which reduces the relative

Figure 55: Cost of debt vs. cost of  influence of debt financing on the overall cost of capital and, consequently, on the
equity sensitivity analysis
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valuation. For a 0.4% decrease in the cost of equity, we see an $40 increase in the
projected share price.
Comparable Company Analysis
A comparable valuation analysis was conducted to assess Netflix's valuation
EV/Sales EV/EBIT  PIE relative to a selected peer group. The peer group was chosen based on companies
DIS 236 1918 a391  With comparable market dynamics and financial performance, focusing on
GOOG 573 1898 2144 Alphabet, Apple, Comcast, and Walt Disney. These peers were deemed most
AAPL 8.75 2796 330,  Suitable for comparison, while companies such as Amazon, Warner Bros., and
CMCSA 197 1021 1009 Paramount were excluded due to their low net profit margins, which limit
NFLX 8.52 35.83 42.87 Comparablllty'
th
Per?em”e 7.99 2577 3374 The analysis revealed that Netflix trades at higher P/E multiples, EV/Sales, and

Figure 56: Peer multiples
comparison
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Figure 57: Revenue (in $bn) and
EBITDA margin (in %)
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Figure 58: 75" Percentile multiples

750,26
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27,96 339
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Figure 59: Maximum multiples

EV/EBIT multiples compared to its selected peers. To account for this premium
valuation, the 75th percentile of the group was used as the basis for valuation,
rather than the median. For instance, the EV/Sales multiple for Netflix is 8.52x,
significantly above the peer median of 7.99x. Similarly, the P/E multiple stands at
42.87x, well above the peer median of 33.74x. A similar pattern is observed with
the EV/EBIT multiple (35.83x), which is remarkable higher than the peer median
of 25.77x, suggesting that Netflix's profitability is valued more highly, independent
of its capital structure. However, the EV/EBITDA multiple was excluded from this
analysis due to Netflix's uniquely high EBITDA margin of 65.43%, driven by
substantial amortization of its content assets. This elevated EBITDA figure distorts
the multiple and inflates Netflix's valuation compared to peers with more diversified
business models and lower EBITDA margins, such as Alphabet (34.6%), Apple
(34.2%), Comcast (31.0%), and Walt Disney (18.0%).

The valuation multiples were applied to Netflix’s financials to calculate its implied
share price. Using the EV/Sales multiple of 7.99x, the resulting share price is
$651.41, reflecting the value of Netflix’'s enterprise relative to its revenue. When
applying the EV/EBIT multiple of 25.77x, the implied share price is $493.28. Finally,
the P/E multiple of 33.74x produces a share price of $558.94, representing the
market’s valuation of Netflix's earnings relative to its peers. The equity bridge
remained consistent with that of the DCF model across all methods, except for the

P/E method, which directly calculates the equity value.

To further validate the analysis, we examined how the implied share prices change
when using the median and maximum values of the multiples. Even when applying
the maximum value for each multiple, the implied share prices remain significantly
below Netflix's current market price. Here, the EV/Sales multiple produces the

highest share price of $750.3. For the EV/EBIT multiple, the implied share price is
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$537.5, while the P/E multiple yields an implied share price of $561.8, both well

below the current share price of $936.6.

Therefore, despite applying the 75th percentile and the maximum multiples to
reflect Netflix's premium position, the multiples-based valuation reinforces the

conclusion that Netflix is overvalued.
Scenario Analysis

= Worst Case

In our scenario analysis, we developed a worst-case forecast for Netflix to
understand the impact of potential downside risks on the company’s valuation. The
risks and factors that could lead Netflix to underperform in the downside scenario
are diverse and outlined in the following section. These include heightened
competition and geopolitical shifts. The scenario assumes slower-than-anticipated
growth in both subscriber numbers and ARPU across Netflix's regional markets.

Adjustments in subscriber growth assume modest gains in more saturated markets

like UCAN and more conservative growth of 0.05% below the base case in

emerging markets such as APAC and LATAM. ARPU growth is also adjusted by

Bogo 40 Al D 42 D aA % ap
P P S o
---Base Case -+-Worst Case

0.05% regions facing economic challenges or competitive pressures, such as

Figure 60: Revenue development EMEA and LATAM.
(in $bn) Base Case vs. Worst Case

Additionally, key income statement line items were re-evaluated to reflect a more
conservative financial outlook. Amortization rates for both licensed and produced
content were adjusted to align with potentially slower revenue growth. It is
assumed that operating expenses, including marketing costs per user, G&A in
percentage of sales and technology and development expenses in percentage of
sales are approximately 10% higher in the worst-case scenario. Balance sheet
items, such as the average collection period and accounts payable, were adjusted

to reflect slower payment and collection cycles in a challenging environment.

Under these assumptions, Netflix’s share price in the worst-case scenario drops to
$317.5, representing a substantial 24% ($96.0) decline from our base case

valuation.
= Best Case

In the best-case scenario, Netflix grows in a market environment with stable
economic conditions, high demand and with the ability to maintain its current
leading market position. In this case, it is expected that Netflix will achieve robust
revenue growth, driven by growth in both subscriber numbers and ARPU across

all regions while effectively controlling costs. This scenario assumes strong
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expansion in high-potential markets like APAC and LATAM with growth of 1% over
the base case. In more mature markets like UCAN and EMEA, we still foresee
consistent growth, although at a more moderate pace (0.05% over base case).
Under these assumptions, Netflix's revenues are expected to reach $85.7 billion
in 2034, which represents an increase of 7.6% over the base case revenue
forecast.

Meanwhile, cost management remains favorable in this scenario, with efficient

N control over streaming, content amortization, and marketing expenses. Therefore,
o
vow
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&

B
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~—Base Case —-—Best Case we assume cost of revenues to be significantly lower than in the base case.

. . - . .
Figure 61: Revenue development Marketing costs per user are assumed to be highly efficient with 5% less than in

(in $bn) Base Case vs. Best Case  the base case, ensuring Netflix's spending is impactful.
In our best-case scenario, Netflix's projected share price rises to $507.2, which

represents an $94.0 increase compared to the base case.
Key risks

After conducting an analysis of Netflix and its value, it is crucial to examine the key
risks that could significantly impact Netflix future performance, as these factors
could hinder its growth and profitability.

One of the central components of Netflix’s strategy is the continuous production
) and licensing of exclusive original content. While this approach carries moderate

Content production and ] ] o o .
licensing risks, the potential economic impact is significant. The company depends heavily
on creating content that resonates with a global audience, and any failure to

produce high-quality, engaging content could lead to subscriber churn.

Netflix’s presence in the highly competitive streaming environment adds another

layer of risk. Major players such as Amazon Prime Video, Disney+, and numerous
Competitive market

dynamics local platforms create a competitive environment. To maintain its competitive edge,

Netflix must consistently innovate and adapt to changing consumer preferences.
Failure to keep up with the competition in terms of content offerings or technology
improvements may result in lost market share and long-term financial health.

Additionally, Netflix also faces risks from its global presence, which exposes the

Geopolitical and

operational challenges company to geopolitical and operational challenges. Operating across various

regions with diverse political, economic, and regulatory environments means that
events such as trade tensions or regional conflicts could disrupt Netflix’s ability to

operate efficiently in certain areas.

Regulatory risks represent another significant concern for Netflix. As governments

Regulatory challenges worldwide impose stricter content regulations, privacy laws, and tax policies,

Netflix must navigate complex legal environments to maintain compliance. This
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could involve additional operational costs or adjustments to its business practices,
further complicating the company’s operations.

Recommendation

With r he analysis provi in this report, it is recommen ELL
Recommendation - SELL th respect to the analysis provided in this report, it is recommended to S

Netflix stock owing to the observed gap between the determined intrinsic value and
its current market price. Netflix's share price is expected to reach $483.2 by
December 31, 2025, according to our analysis.

Justified Estimate Current Share Price

CCA PIE

52 weeks high low
CCA EVIEBIT
CCA EViSales
APY

DCF

III|II

$- 200 $400 $600 $800 $1.000
Share Price

Figure 62: Football Field Valuation Summary

Our target share price for To derive this target, we employed a weighted approach, allocating 50% to our
Netflix is $483.2—4$% below  cash flow-based valuation and 50% to the multiple valuations from the CCA
the current share price analysis. This weighting choice reflects our view that cash flow-based methods,
which emphasize the company's operational capabilities and earnings potential,
offer a precise measure of Netflix’s intrinsic value, but are highly dependent on
assumptions. The multiple-based analysis provides a supplementary market-
oriented perspective, which we value as particularly relevant for Netflix given its

competitive positioning.

As of 30th November 2024, Netflix closing stock price was $936.56 per share,
which marks a 48% premium over our valuation of $483.2. This overvaluation
indicates a substantial misalignment with our estimated fair value. Consequently,
we recommend selling Netflix stock to allow investors to capitalize on current
market conditions before a potential price correction brings it closer to its intrinsic

valuation.
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Appendix

Balance Sheet 2019A — 2034F in $k

2019A ZAVN 2022A 2023A 2024E 2025F 27F 2028F 2029F
Operating Invested
Capital
Operating Cash 1.007.822 1.249.803 1.484.892 1.580.778 1.686.165 1.948.311 2.175.524 2.393.399 2.623.626 2.888.159 3.122.509 3.325.461 3.474.566 3.630.441 3.793.396 3.963.759
5% of cash 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5%
Content

Licensed Content 14.703.352 13.747.607 13.799.221 12.732.549 12.722.701 12.586.092 12.944.368 13.939.155 13.999.670 13.816.950 13.214.457 14.073.350 14.704.364 15.364.026 16.053.654 16.774.629
Produced Content 9.801.215 11.636.343 17.120.318 20.004.164 18.935.355 20.535.203 24.039.541 29.620.705 34.275.054 39.325.167 44.239.703 47.115.130 49.227.654 51.436.086 53.744.840 56.158.541

Total Content 24.504.568 25.383.951 30.919.539 32.736.713 31.658.056 33.121.294 36.983.910 43.559.860 48.274.724 53.142.117 57.454.159 61.188.480 63.932.019 66.800.111 69.798.494 72.933.170
% growth 4% 22% 6% -3% 5% 12% 18% 11% 10% 8% 6% 4% 4% 4% 4%

Other Current Assets
(Less Trade
Receivables) 703.805 943.428 1.234.512 2.215.713 1.491.727 1.886.253 2.106.228 2.317.163 2.540.057 2.796.163 3.023.049 3.219.536 3.363.892 3.514.802 3.672.567 3.837.503

Trade Receivables  454.399 610.819 804.320 988.898 1.287.054 1.696.352 2.160.640 2.711.405 3.390.331 4.257.179 5.250.074 5.591.311 5.842.011 6.104.093 6.378.081 6.664.523
Property, Plant and

Equipment 565.221 960.183 1.323.453  1.398.257 1.491.444 1.464.252 1.635.014 1.925.729 2.134.167 2.349.349 2.539.979 2.705.069 2.826.357 2.953.152 3.085.707 3.224.287
Operating current
assets 27.235.815 29.148.183 35.766.717 38.920.359 37.614.446 40.116.463 45.061.315 52.907.555 58.962.906 65.432.967 71.389.770 76.029.857 79.438.845 83.002.599 86.728.245 90.623.243

Operating Deferred

Tax Assets 485.652 320.729 163.150 354.182 861.751 548.775 612.773 674.141 738.989 813.498 879.507 936.672 978.670 1.022.575 1.068.474 1.116.459
Other Non Current
Assets, Net 601.452 571.863 1.640.469 2.459.748 2.207.266 2.185.954 2.440.881 2.874.883 3.186.057 3.507.297 3.791.886 4.038.345 4.219.414 4.408.704 4.606.593 4.813.476

Operating non-current
assets 1.087.104 892.592 1.803.619 2.813.930 3.069.017 2.734.729 3.053.654 3.549.024 3.925.046 4.320.796 4.671.393 4.975.017 5.198.084 5.431.279 5.675.067 5.929.936

Content Liabiliies ~ (7.747.884) (7.047.620) (7.387.180) (7.561.427) (7.044.643) (7.060.402) (7.261.383) (7.819.427) (7.853.374) (7.750.874) (7.412.894) (7.894.707) (8.248.686) (8.618.735) (9.005.595) (9.410.039)

Accounts Payable  (674.347) (656.183) (837.483) (671.513) (747.412) (882.087) (950.992) (1.069.962) (1.166.525) (1.269.422) (1.355.745) (1.440.798) (1.501.878) (1.565.656) (1.632.253) (1.701.798)
Accrued Expenses
and Other Liabilties  (843.043)  (1.102.196) (1.449.351) (1.514.650) (1.803.960) (1.657.447) (1.850.739) (2.179.811) (2.415.751) (2.659.324) (2.875.106) (3.061.978) (3.199.269) (3.342.793) (3.492.838) (3.649.702)

Deferred Revenue  (924.745)  (1.117.992) (1.209.342) (1.264.661) (1.442.969) (1.361.546) (1.520.330) (1.790.654) (1.984.472) (2.184.560) (2.361.819) (2.515.329) (2.628.110) (2.746.011) (2.869.269) (2.998.129)
Operating current &
non-current liabilities (10.190.004)(9.923.979) (10.883.342)(11.012.241)(11.038.973)(10.961.470)(11.583.433)(12.859.843) (13.420.110) (13.864.169) (14.005.553) (14.912.799) (15.577.931) (16.273.184) (16.999.942) (17.759.656)

Operating Invested

Capital 18.132.899 20.116.784 26.686.979 30.722.038 29.644.479 31.889.710 36.531.524 43.596.725 49.467.829 55.889.583 62.055.598 66.092.063 69.058.987 72.160.682 75.403.357 78.793.510
Change YoY 10,94% 32,66% 15,12% -3,51% 7,57% 14,56% 19,34% 13,47% 12,98% 11,03% 6,50% 4,49% 4,49% 4,49% 4,50%

Non Core Invested

Capital

Short Term

Investments » N N 911.276 20.973

Cash Investments 25.349 33.320 27.307 23.406 22.575

Other Non Current

Assets (Non

Operating DTA) 172554  268.362  (15.055)  (92.641)  12.799

Other Non Current

Liabilities, net - - - - - - - - - - - - - B = -

Non-Operating
Invested Capital 197.903 301.682 12.252 842.041 56.347 = = - - - - - - = > -

Total Invested Capital 18.330.802 20.418.466 26.699.231 31.564.079 29.700.826 31.889.710 36.531.524 43.596.725 49.467.829 55.889.583 62.055.598 66.092.063 69.058.987 72.160.682 75.403.357 78.793.510

Financing
Net Debt
Debt 14.759.260 16.308.973 15.392.895 14.353.076 14.543.261 14.421.107 14.999.130 15.538.865 16.086.365 16.581.533 17.012.687 17.440.385 17.945.456 18.467.768 19.007.457 19.568.968
Excess of Cash (4.010.615) (6.955.747) (4.542.912) (3.566.399) (5.430.748) (4.148.986) (3.921.774) (3.703.899) (3.473.671) (3.209.139) (2.974.789) (2.771.837) (2.622.731) (2.466.857) (2.303.901) (2.133.538)
Net Debt 10.748.645 9.353.226  10.849.983 10.786.678 9.112.513 10.272.120 11.077.356 11.834.966 12.612.694 13.372.394 14.037.898 14.668.548 15.322.725 16.000.911 16.703.556 17.435.429

Stockholders' Equity 7.582.157 11.065.240 15.849.248 20.777.401 20.588.313 21.617.589 25.454.168 31.761.758 36.855.135 42.517.189 48.017.699 51.423.514 53.736.262 56.159.771 58.699.801 61.358.081

Total funds
reconciliation 18.330.802 20.418.466 26.699.231 31.564.079 29.700.826 31.889.710 36.531.524 43.596.725 49.467.829 55.889.583 62.055.598 66.092.063 69.058.987 72.160.682 75.403.357 78.793.510
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Income Statement 2019A — 2034F in $k

2019A 2020A 2021A 2022A 2023A 2024E 2025F 2026F 2027F 2028F 2029F
Revenues 20.156.447 24.996.056 29.697.844 31.615.550 33.723.297 38.966.229 43.510.482 47.867.978 52.472.526 57.763.171 62.450.173 66.509.218 69.491.325 72.608.817 75.867.928 79.275.185
% growth 24% 19% 6% 7% 16% 12% 10% 10% 10% 8% 6% 4% 4% 4% 4%
Streaming Revenues 19.859.230 24.756.675 29.515.496 31.469.852 33.640.458 38.966.229 43.510.482 47.867.978 52.472.526 57.763.171 62.450.173 66.509.218 69.491.325 72.608.817 75.867.928 79.275.185
% growth 25% 19% 7% 7% 11% 11% 11% 11% 11% 11% 11% 11% 11% 11% 11%
DVD Revenues 297.217 239.381 182.348 145.698 82.839 - - - - - - - - - - -
% growth -19% -24% -20% -43% -29% -29% -29% -29% -29% -29% -29% -29% -29% -29% -29%

Cost of Revenues 12.440.213 15.276.319 17.332.683 19.168.285 19.715.368 20.882.748 22.248.881 25.288.707 27.536.584 29.879.720 31.835.760 33.904.974 35.425.189 37.014.419 38.675.844 40.412.791

% of revenue 62% 61% 58% 61% 58% 59% 59% 59% 59% 59% 59% 59% 59% 59% 59% 59%
Amortization of

licensed content 7.242.799 7.544.631 8.055.811 7.681.978 7.145.446 8.024.141 7.545.492 8.125.370 8.160.645 8.054.135 7.702.931 8.203.595 8.571.423 8.955.951 9.357.947 9.778.216
% of licensed

content 49% 55% 58% 60% 56% 58% 58% 58% 58% 58% 58% 58% 58% 58% 58% 58%

of customers 47,34 39,90 38,22 34,46 29,66 29,66 25,33 25,00 23,05 20,90 18,80 19,19 19,63 20,09 20,55 21,03
Amortization of

produced content 1.973.448 3.262.281 4.174.556 6.344.154 7.051.991 6.389.204 7.479.523 9.216.014 10.664.141 12.235.404 13.764.484 14.659.128 15.316.406 16.003.525 16.721.857 17.472.842
% of produced

content 20% 28% 24% 32% 37% 31% 31% 31% 31% 31% 31% 31% 31% 31% 31% 31%

of customers 12,90 17,25 19,80 28,46 29,27 23,62 25,11 28,36 30,12 31,75 33,60 34,29 35,09 35,90 36,73 37,58
Other streaming

costs 3.100.759 4.469.407 5.102.316 5.142.153 5.517.931 6.469.403 7.223.866 7.947.323 8.711.798 9.590.182 10.368.345 11.042.252 11.537.359 12.054.943 12.596.040 13.161.733
% of revenue 15% 18% 17% 16% 16% 17% 17% 17% 17% 17% 17% 17% 17% 17% 17% 17%

DVD costs 123.207 - - - -

Gross Profit 7.716.234 9.719.737 12.365.161 12.447.265 14.007.929 18.083.481 21.261.600 22.579.270 24.935.942 27.883.451 30.614.413 32.604.243 34.066.136 35.594.397 37.192.084 38.862.394

Overhead Expenses 5.111.980 5.134.448 6.170.652 6.814.434 7.053.926 8.146.055 9.047.526 9.922.924 10.852.831 11.895.977 12.780.756 13.510.552 14.000.449 14.510.089 15.040.329 15.592.061

Marketing 2.652.462 2.228.362 2.545.146 2.530.502 2.657.883 3.107.243 3.421.087 3.733.007 4.067.490 4.426.490 4.705.182 4.910.094 5.014.367 5.120.878 5.229.675 5.340.807
% of revenue 13% 9% 9% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8%

of users 17,34 11,78 12,07 11,35 11,03 11,49 11,49 11,49 11,49 11,49 11,49 11,49 11,49 11,49 11,49 11,49

of newly gained

users 73,47 102,68 209,68 140,86 89,72 113,72 125,98 128,20 130,14 182,44 263,75 540,88 540,77 540,65 540,54 n.a.
Technology and

Development 1.545.149 1.829.600 2.273.885 2.711.041 2.675.758 3.138.887 3.504.944 3.855.958 4.226.873 4.653.056 5.030.613 5.357.585 5.597.806 5.848.933 6.111.467 6.385.935
% of revenue 8% 7% 8% 9% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8%
General and

Administrative 914.369 1.076.486 1.351.621 1.572.891 1.720.285 1.899.925 2.121.495 2.333.959 2.558.468 2.816.431 3.044.961 3.242.873 3.388.275 3.540.279 3.699.187 3.865.319
% of revenue 5% 4% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5%

Core Result before

Taxes (EBIT) 2.604.254 4.585.289 6.194.509 5.632.831 6.954.003 9.937.427 12.214.074 12.656.346 14.083.111 15.987.473 17.833.657 19.093.691 20.065.687 21.084.308 22.151.755 23.270.333
Statutory Taxes (546.893) (962.911) (1.300.847) (1.182.895) (1.460.341) (2.086.860) (2.564.956) (2.657.833) (2.957.453) (3.357.369) (3.745.068) (4.009.675) (4.213.794) (4.427.705) (4.651.868) (4.886.770)
Tax Rate 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21% 21%

Tax adjustments
Impact of foreign
juristidiction (56.969) (12.212) 86.489 (104.665)  32.292 6.847 7.640 8.479 9.365 10.434 11.283 12.104 12.656 13.233 13.837 14.469

R&D Tax Credits 134.523 113.882 82.909 146.615 87.036 128.767 143.784 158.184 173.400 190.883 206.372 219.785 229.640 239.942 250.712 261.972

Core Result
(NOPLAT) 2.134.915 3.724.048 5.063.060 4.491.886 5.612.990 7.986.182 9.800.543 10.165.177 11.308.423 12.831.421 14.306.244 15.315.906 16.094.189 16.909.778 17.764.435 18.660.004

Non Core Result
Before Taxes 84.000 (618.441) 411.214 337.310 (48.772)
Interest and Other
Income (Expenses)  84.000 (618.441) 411.214  337.310  (48.772)

Statutory Taxes (17.640) 129.873 (86.355) (70.835) 10.242
Tax Rate 21,0% 21,0% 21,0% 21,0% 21,0%

Tax Adjustments 160.200 132.239 333.149 291.470 386.392

Non Core Result 226.560 (356.329) 658.008 557.945 347.862 0 0 0 0 0 0 0 0 0 0 0

Financing Result
Interest Expense (626.023) (767.499) (765.620) (706.212) (699.826) (712.919) (706.931) (735.266) (761.724) (788.563) (812.836) (833.971) (854.937) (879.696) (905.300) (931.756)

Financing Result

before Taxes (626.023) (767.499) (765.620) (706.212) (699.826) (712.919) (706.931) (735.266) (761.724) (788.563) (812.836) (833.971) (854.937) (879.696) (905.300) (931.756)
Statutory Taxes 131.465 161.175 160.780 148.305 146.963 149.713 148.455 154.406 159.962 165.598 170.696 175.134 179.537 184.736 190.113 195.669
Tax Rate 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00% 21,00%

Financing Result _ (494.558) (606.324)  (604.840) (557.907) (552.863) (563.206) (558.475) (580.860) (601.762) (622.964) (642.140) (658.837) (675.400) (694.960) (715.187) (736.087)

Other
Comprehensive
Income (3.939) 67.919 (84.893)  (176.811) (6.639)

Comprehensive
Income incl. OCI 1.862.977 2.829.314 5.031.335 4.315.113 5.401.351 7.422.976 9.242.068 9.584.317 10.706.661 12.208.456 13.664.103 14.657.068 15.418.788 16.214.818 17.049.248 17.923.916
Comprehensive
Income excl. OCI 1.866.916 2.761.395 5.116.228 4.491.924 5.407.990 7.422.976 9.242.068 9.584.317 10.706.661 12.208.456 13.664.103 14.657.068 15.418.788 16.214.818 17.049.248 17.923.916
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2026F 2027F 2028F 2029F v

Operating Free Cash Flow to

Firm (base case) 3.099.976 5.437.318 6.409.668 8.140.229 11.279.441 13.127.265 13.808.083 14.521.760 15.269.851 15.971.231
Operating Free Cash Flow to - -

Firm (default case) 2.182.517 41.712 314.428 1.224.093 3.568.376 4.871.992 5.133.315 5.407.389 5.694.820 5.956.397
Ultimately expected Cash Flow 3.081.487 5.418.142 6.388.334 8.116.022 11.252.452 13.098.371 13.777.721 14.489.860 15.236.338 15.936.179
discounted @ WACC 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42% 9,42%
Discount factor 0,91 0,84 0,76 0,70 0,64 0,58 0,53 0,49 0,44 0,41
Discounted FCF 2.816.078 4.525.003 4.875.738 5.660.831 7.172.464 7.629.968 7.334.441 7.049.171 6.773.899 134.010.556
Equity Bridge
Enterprise Value 187.848.148
(+) Invested Capital Non Core
Operations 56.347
(-) Net Debt (11.077.356)

Equity Value 176.827.138
/ Total shares outstading (m) 428.239
Price per share ($) 412,9
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)

of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected

dividend yield) over a 12-month period.

This report was prepared by Jonna Sistek and Maike Jancin, a Master in Finance student of Nova School of

Business and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, hamely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised

the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under CoMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM?”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to 834c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
this entity is not required to register with or otherwise notify the Bundesanstalt fir Finanzdienstleistungsaufsicht
(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may

change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, hamely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,

students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)
of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)
between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected

dividend yield) over a 12-month period.

This report was prepared by [Maike Jancin], a Master in Finance student of Nova School of Business and
Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, hamely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised
the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under CoOMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM?”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to 834c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
this entity is not required to register with or otherwise notify the Bundesanstalt fir Finanzdienstleistungsaufsicht
(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may

change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, hamely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,

students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the
covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials
(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior

to its publication.”]

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.
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