
Media & Telecom
____________________________________________________________________________________

The Walt Disney Company (NYSE: DIS)

Media & Telecom Sector - Arul Gupta & Chris Eckart



Purchase Date 3/11/2013

Business Description
The Walt Disney Company is a 
multinational mass media and 
entertainment conglomerate.

Geographic Revenue Mix
US and Canada (76.2%), Europe 
(11.0%), Asia Pacific (9.3%), 
Latin America (3.5%)

Purchase Price $57.62 

BTD Return 129.07%

52 Week High/Low $153.41 / $79.07

Segment Revenue 
Breakdown
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Summary TTM Annotated Stock Performance

Last Earnings Call Summary

Company Overview

• Q3 ‘20 ending June 27, 2020

• EPS decreased 53% to $2.22 from $4.74 in the prior-year

• Adversely impacted by COVID-19, most significantly at 

the Parks, Experiences, and Products segments as theme 

parks, resorts, and cruise ships were all closed

• Growing direct-to-consumer business, Disney+ subscribers 

at 60.5 million, full portfolio of DTCI services at 100 

million paid subscriptions

COVID-19

$139.99



• Three segments: Domestic Cable Networks, 
Broadcasting, Equity Investments

• Domestic Cable Networks: ESPN, Disney, Freeform 
Cable, FX, National Geographic

• Broadcasting: ABC Network, 240+ local stations, Fox21, 
Jimmy Kimmel Live

• Equity Investments: A&E TV Networks, CTV TV
• Driver: Affiliate Fees (54%)
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Overview Peer Comparison

Competitive Advantage / Recent News

Segment 1: Media Networks

Financial Summary

• 2019 Revenue: $24.8B (13% growth)

• Cable Networks OI grew 50% to $2.46B, with profit 

growth driven by lower programming and production 

costs, and higher affiliated revenue

• Broadcasting OI grew 55% to $477m

• DIS owns rights to several sports networks and 
channels, including the new ACC network. all which will 
pick up as sports restart - affiliate fees and advertising 
are drivers of revenue

• ESPN ratings have improved owing to the resumption of 
the NBA and MLS seasons within Disney World bubble in 
Orlando

• Media Networks affiliate revenue grew 2% YoY owning to 
700 basis points of growth from higher rates and launch of 
ESPN’s new ACC network
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Overview Peer Comparison — % Attendance growth

Competitive Advantage / Recent News

Segment 2: Parks and Experiences

Financial Summary

• Parks safety concerns may lead to lasting impact
• Parks shutdown totaled $3.5b OI hit
• DIS has begun phased reopening of its theme parks in 

Shanghai, Paris, Tokyo, and Orlando
○ Total revenues were down 85% and operating 

loss was -$1.96b due to park closures, limited 
consumer product sales and licensing revenue

• Market leader in attendance for parks & experience

• 2019 Revenue: $26.2B (6% growth)

• YoY increase in gross margin and EBITDA margin

• Covid-19 significantly hurt 2020E



Domestic market share 1995-2018

16%

15%

12%

12%

11%

11%

*acq by DIS

• Theater closures 
reduced DIS Studio 
revenue by 55% in 
FQ3, may be slow to 
recover

• Acquired TFCF (2019)
• PVOD and SVOD 

market growth  
along with Disney’s 
infrastructure 
supports continued 
movie production 
and release
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Overview Peer Comparison

Competitive Advantage / Recent News

Segment 3: Studio Entertainment

Financial Summary

• Driver: Theatrical Distribution (42%)

• Top Competitors: Time Warner, Paramount, CBS, 
Comcast, Sony, AMC Network, Lionsgate, Viacom, 
Weinstein Company

20182008

• 2019 Revenue: $11.1B
• Stagnant margins due to high investment and 

production costs
○ 2019 costs include acquisition of 21st 

Century Fox
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Overview Peer Comparison

Competitive Advantage / Recent News

Segment 4: Direct-to-Consumer and International

• Disney+ growth since inception: 60.5m subscribers in 
under a year (as much as NFLX did in 8 years)

• Disney to launch international DTC offering under the Star 
brand in 2021

• Bundle of Disney+, Hulu, and ESPN+ now exceed 100m 
paid subscriptions

• Innovation: Disney+ has been innovative, driving adoption 
by purchasing items like Hamilton

• Estimated CAGR of 34% (up from 16.7% estimate in Nov 
2019) through 2025, supporting conclusion that DIS is 
biggest beneficiary of accelerating streaming adoption

Financial Summary

• International TV Channels, Disney+, ESPN+, Hotstar, 

Hulu, Equity Investments (Tata Sky, Vice, etc.), Disney 

Digital Network (content developed for YouTube), 

Disney Movie Club, Branded Apps and Websites, 

Streaming Technology Services (BAMTech LLC)

• Requires significant investment / content-spend to 

fuel subscription growth

• Driver: Ads (38%)

*Disney has majority ownership stake in Hulu (100% by 2024)

• 2019 Revenue: $9.3B
○ 100% growth (11% growth prior year)

• 2020E Revenue: 74.2% over 2019

• 2019 Revenue: $9.3B (>100% growth)
• Significant growth in 2020E boosted by stay-at-home 

market growth, Disney+ growth, decline in sports, etc.
• Margin much lower due to marketing and R&D costs
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Illustrative SOTP Valuation

% of TEV

25%

37%

11%

27%

100%

• Exit multiples and betas were calculated using comparable 
companies analysis

• Valuation range was calculated using EBITDA margins and 2021 
revenue growth as drivers

Assessing the value of DIS
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Investment Thesis

Limit sell current DIS allocation, price target of $146 (implied upside: 10.9%)

• Growth of Disney+, advantage of streaming bundle (ESPN, Hulu, Disney+), international expansion of Star 
brand, and continued benefit from sports networks should drive stock price up near-term

• Parks and Studio Entertainment segments will be slow to recover, limiting upside
• Reinforces last reval’s target price, suggesting profits should be taken as soon as possible
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Questions?

Name Position Phone Number Email

Alex Madison Sector Head 678-559-9159 alex.li.madison@gmail.com

Arul Gupta Senior Analyst 770-542-9829 arul@desipilot.com

mailto:alex.li.madison@gmail.com
mailto:arul@desipilot.com
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Risk 1: Over 50% of DIS’s FY20E revenue pre-COVID is negatively impacted (theme parks, cruise ships, 
ESPN, film releases, TV production, etc) and about 15% is positively impacted (DTC).

Risk 2: Parks may open notably later than expected and continue to operate at a lower capacity for a 
longer period of time.

Appendix
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SOTP: Media Networks Segment



GTSF Investments Committee │ 12

SOTP: Parks Segment
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SOTP: Studio Entertainment
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SOTP: DTCI


