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Market Snapshot

Company Name Walt Disney Company

Exchange NYSE

Ticker Symbol DIS

Sector Entertainment

Industry
Theme Parks, Streaming,

Broadcasting

Market Cap 
(USD bn)

250.09

Dividend Yield 0%

Current price (Mar 
9th, 2022)

USD 133.65

Target:
170USD/share
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Business Overview

Overview Segments RisksInvestment Thesis Direct-To-Consumer Valuation

DTC (24%)

Networks (41%)

Parks (24%)

Studio (11%)

Revenue Segmentation 2021

Revenue Segmentation 2027

DTC (37%)

Networks (28%)

Parks (27%)

Studio (8%)

Revenue Segmentation 2019

DTC (13%)

Networks (35%)

Parks (37%)

Studio (16%)

$69.3 billion 2027 Est. Revenue
$109.7 billion 

$67.73 billion

*Segmentation factor is based on 2021 Revenue



Strong cash flow generation

TV Networks Outlook (Linear)
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Stable Valuation
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Source: Company Information
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Disney Domestic Box Office 
Market Share 2000-2021

2009 – Marvel acquired for $4.40b

2008 Budget: $140 Million

2008 Box Office: $585.8 Million

MCU produced 23 Films
Total Box Office: $22 Billion

Content Scalability ✓

Studio Outlook
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12x TV/EBITDA
5.33x TV/Rev



Source: Bloomberg

Studio Segment

2022 – MGM acquired for $8.5b

2015 Budget: $300 Million

2015 Box Office: $880.7 MillionContent Scalability?
James Bond
Tomb Raider

Rocky

Content Library
Over 4,000 Films
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40x TV/EBITDA
5.66x TV/Revenue



Parks Outlook

Q1 2022 was second best quarter all-time at the Parks
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Increased Air TravelImproved Parks Experience Easing of pandemic restrictions

Trends

Parks Business Primed to Grow

Jan 2021 Jan 2019

Occupancy Rate (%) 68% 88%

Per Guest Spending ($) $456 $365

Second best quarter all-time with only 68% occupancy rate
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Source: Team Analysis

Sum of Parts Shows Potential

$30-40
Linear Networks

$37-42
Studio

$40-50

Parks

$142

$10-35

$107-132

Current Stock Price
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Investment Thesis

1. Disney's strategically aligned business segments create hugely valuable synergies.

2. Broad entertainment offerings provide a superior value proposition than competitors

3. Aggressive Growth Strategy is successfully capturing market share.

DTC Investment Thesis:
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Disney Strategy rapidly approaching Netflix

Disney+ Subs

129.8 million
(2022A) vs 221mil Netflix

0.00

50,000.00

100,000.00

150,000.00

200,000.00

250,000.00

Netfli Disney+ ESPN Hulu Disney Overall

Long-Term Sub Growth

Disney+ Netflix Basic Netflix 
Premium

Disney+, Hulu, ESPN+

Price (USD) 7.99 8.99 17.99 13.99

Account Profiles 7 5 5 7

Simultaneous
Streams

4 1 4 4

Number of titles 949 5381 5381 4000+ & Live Sports

Free trial 7 days no no 7 days

Value Proposition
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The Strategy - Content, Content, Content!

Long-Term Plan
2019 - $71.3b

2006 – $7.4b 2012 – $4.05b 2009 - $4.40b

Disney

$33 Billion
committed in 2022
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Source: Company Information

Content spending in industry

Content Spend

Content 
Library
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Disney has superior cash flow and ability to raise debt.

Disney ready for Streaming Wars
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Base Case: Higher Content Spending
(Terminal Year: 40% Content Spend/Media Revenue)

Net Debt/EBITDA Net Debt

Net Debt/Cash Flow from Operations 2018 2019 2020 2021

Disney 1.37x 8.41x -13.91x 3.19x

Netflix -2.45x -3.37x 3.34x 23.83x
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Netflix Facing Issues

How does Netflix grow cash flow without subscriber growth?

Subscriber growth is plateauing despite growing spending on content.

23.83x
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Cash Flows Are Drying Up

Overview Segments RisksInvestment Thesis Direct-To-Consumer Valuation



Netflix’s Choices will benefit Disney

Offer Premium Bundles with Diverse Entertainment 
Offerings

High Risk & Uncertainty

Increase Prices

Lower Content Spending

Loss In 
Subscribers

Parks & 
Toys

T.V.

Movies

Disney +

Synergies

Pricing 
Advantage

Diverse 
Appeal
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Subscriber Growth Drives Valuation

Implied Price 2021:
~51$ at 6.2x EV/Sales
~84$ at 10x EV/Sales
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Disney+ Only Subs
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Model Assumptions – Forecasting COGS

Cost of Production amortized non-linearly to 90% in 4th year on avg

8807

2935

5942

Adjusted Non-
Content COGS

Previous Years
Content
Amortization

This year Content
Amortization

DTC Content 
Amortization

COGS

DCF Model - WACC
In USD mn 2022E

Discount Period 0

Sales 22179.4

Stated COGS 17685.5

Less: Content Amortization 11742.8

Adjusted Non-Content COGS 5942.7

Gross Profit 16236.7

SG&A 5101.3

Depreciation & Amortization 443.6

Less: Content Amortization 11742.8

Other Operating Costs 0.0

Adjusted EBIT -163.8

EBITDA 279.8

Income tax -44.2

NOPLAT -119.6

FCF Adjustments

Add: Content Amortization 11742.8

Less: Content Spend 19867.8

Depreciation & Amortization 443.6

Capex -1707.8

Change in Net Working Capital 943.9

Free Cash Flow to the Firm (FCFF) -10452.7

Discounted Cash Flow

Terminal Value (2027E)

Disney

9-36%
Non-Content COGS

/Revenue

Netflix

15-18%
Non-Content COGS

/Revenue

Derived by deduction through forecasting Networks
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Model Assumptions – Forecasting Content Spend

Case 1:
2yr Street Estimate from Bloomberg

Case 2:
200mil Disney+ in 5 years

Disney

40-50%
Produced Content/

Media Revenue

Netflix

60-80%
Produced Content/

Media Revenue

Big Three Assumptions

Content Amortization
/Content Added

75% in 2022
95% in 2027

Revenue Based Cost BasedFCF Based

*Price Assumptions Identical
*Revenue derived through Sub/ARPU predictions

18% by 2027
Non-Content COGS

/Revenue
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Determining the Value of a Subscriber - Case 2

Membership Survival 1.0000

Revenue/Subscriber 76.99$                 

Cost/ Subscriber 22.84$                 

Operating Profit/Loss per Subscriber 54.15$                 

Overview Segments RisksInvestment Thesis Direct-To-Consumer Valuation

Content Costs 13,866.40$      

Cost of Acquiring a New Subscriber 154.44$            

Value per Subscriber 881.50$            

Revenue/Subscriber 133.87$            

Service Cost/Subscriber 25.67$              

Operating Profit/Subscriber 108.20$            

Target

$5-30
Trending up

Value of Existing Subscribers 195,555$          

Value of New Subscribers 153,135$          

 - PV of Corporate Expenses 186,024$          

Value of Netflix Operating Assets 162,665$          

 + Cash 6,028$              

 - Debt 15,393$            

Value of Equity 153,300$          

Value of Equity Options 4,978$              

Number of Shares 454.2

Implied Share Price 327$                 

Valuing Netflix

Value of Drag of Corporate Expenses 186,024.33$    

Value of Netflix Operating Assets 162,665$          

Value per Subscriber = $369.58

Number of Subscribers = 182.90

Value of Existing Subscribers = 67,595.44$          

 + Cash & Cross Holdings $3,813.00

 - Debt $13,930.00

Value of Equity $14,217.18

 Number of Shares 1808

Value per Share 7.86$                   

Value of New Subscribers

Cost of Acquiring a New Subscriber 119.50$               

Value per new user (in today's $) = $250.07

Value Added by New Users 95,653.78$          

Value of Disney Operating Assets $24,334.18

Value Drag of Corporate Expenses $138,915.04

Technology & Development $854.00

Content Costs $10,587.20

After-tax Corporate Expenses



Determining the Value of DTC – Transitioning from Growth Stage

Future Pricing/Content Spending Outlook > Short-Term Sub Growth Forecasting

Overview Segments RisksInvestment Thesis Direct-To-Consumer Valuation

Case 2 vs Case 1: Difference in Short Term Subscriber Growth

Case 2 382.80

16.48$                   

7.86 10.0% 12.5% 15.0% 17.5% 20.0%

95.0% 4.28 14.06 25.21 37.91 52.37

93.5% -3.73 4.85 14.60 25.69 38.28

92.5% -8.88 -1.03 7.86 17.96 29.43

91.5% -13.87 -6.71 1.39 10.58 20.99

90.0% -21.05 -14.83 -7.81 0.13 9.11

COGS Year 10 $13,908.98

7.86 0.0% -2.5% -5.0% -7.5% -10.0%

9.5% -3.57 2.38 7.80 12.73 17.19

9.0% -2.59 3.64 9.31 14.45 19.11

8.5% -1.53 4.99 10.91 16.29 21.16

8.0% -0.39 6.42 12.62 18.24 23.33

7.5% 0.83 7.96 14.44 20.32 25.65

16.48$                   

7.86 10.0% 12.5% 15.0% 17.5% 20.0%

20 7.93 22.07 39.19 59.99 85.31

18 1.86 13.42 27.07 43.21 62.31

15 -8.88 -1.03 7.86 17.96 29.43

12 -21.85 -17.36 -12.47 -7.15 -1.35

10 -31.92 -29.32 -26.56 -23.64 -20.55

Year 2027E 2028M 2029M 2030M 2031M

Avg Price Per Month at 15% growth 9.42$                                      10.84$                     12.46$                     14.33$                     16.48$                     

Subs Year 10  (in m):

Avg Monthly Price 

in Year 10

Price Rate after forecasted 5 years

Lifetime of a 

Existing Sub      

(yrs)

Rate at which Content Spending Decreases (Starting after 2027, Terminal 2% Rate)

WACC

Rate at which Price Increases (Starting after 2027, Terminal 2.5% Rate)

Renewal Rate

Avg Monthly Price 

in Year 10

Case 1 441.33

16.23$                   

10.54 10.0% 12.5% 15.0% 17.5% 20.0%

95.0% 6.62 17.65 30.21 44.51 60.80

93.5% -2.47 7.19 18.17 30.65 44.84

92.5% -8.30 0.52 10.54 21.91 34.81

91.5% -13.96 -5.91 3.21 13.55 25.26

90.0% -22.09 -15.10 -7.20 1.73 11.83

COGS Year 10 $15,052.89

10.54 0.0% -2.5% -5.0% -7.5% -10.0%

9.5% -1.85 4.60 10.47 15.79 20.62

9.0% -0.60 6.14 12.27 17.84 22.88

8.5% 0.73 7.78 14.19 20.01 25.28

8.0% 2.15 9.52 16.23 22.31 27.83

7.5% 3.68 11.39 18.40 24.77 30.53

16.23$                   

10.54 10.0% 12.5% 15.0% 17.5% 20.0%

20 10.58 26.49 45.77 69.18 97.68

18 3.75 16.77 32.13 50.30 71.80

15 -8.30 0.52 10.54 21.91 34.81

12 -22.88 -17.82 -12.32 -6.32 0.20

10 -34.17 -31.24 -28.14 -24.85 -21.37

Year 2027E 2028M 2029M 2030M 2031M

Avg Price Per Month at 15% growth 9.28$                                      10.67$                     12.27$                     14.11$                     16.23$                     

Subs Year 10  (in m):

Avg Monthly Price 

in Year 10

Price Rate after forecasted 5 years

Lifetime of a 

Existing Sub      

(yrs)

Rate at which Content Spending Decreases (Starting after 2027, Terminal 2% Rate)

WACC

Rate at which Price Increases (Starting after 2027, Terminal 2.5% Rate)

Renewal Rate

Avg Monthly Price 

in Year 10



Segmented DCF Valuation

Cost of Capital

Bottom-Up Beta: 1.53

Cost of equity
11.7%

Cost of debt
2.17%

WACC 
9.48%

Regression Beta: 0.97
WACC ~7% 

50.47 11.0x 13.0x 15.0x 17.0x 19.0x

9.5% 34.57$        42.49 50.42 58.34 66.26

9.0% 35.58$        43.69 51.79 59.90 68.01

8.5% 36.62$        44.91 53.21 61.50 69.80

8.0% 37.68$        46.17 54.66 63.15 71.64

7.5% 38.78$        47.47 56.16 64.84 73.53

24.27 0% 1% 2% 3% 4%

9.5% 20.40$        24.19 28.98 35.26 43.81

9.0% 22.03$        26.26 31.70 38.95 49.10

8.5% 23.86$        28.61 34.83 43.31 55.55

8.0% 25.91$        31.30 38.48 48.54 63.62

7.5% 28.24$        34.40 42.80 54.93 74.00

Exit Multiple

WACC

Perpetual Growth Rate

WACC

45.21 11.0x 13.0x 15.0x 17.0x 19.0x

9.5% 30.49$        37.82 45.16 52.49 59.82

9.0% 31.43$        38.93 46.43 53.93 61.43

8.5% 32.39$        40.06 47.74 55.41 63.08

8.0% 33.37$        41.23 49.08 56.93 64.79

7.5% 34.39$        42.43 50.46 58.50 66.54

20.35 0% 1% 2% 3% 4%

9.5% 16.84$        20.28 24.63 30.32 38.08

9.0% 18.33$        22.16 27.09 33.67 42.87

8.5% 19.98$        24.29 29.93 37.62 48.73

8.0% 21.84$        26.73 33.24 42.36 56.04

7.5% 23.96$        29.54 37.16 48.16 65.45

Exit Multiple

WACC

Perpetual Growth Rate

WACC

Present Value of Projected FCF -$7,640.4

Present Value of Projected FCF -$6,169.7

Case 1:
2yr Street Estimate from Bloomberg

Case 2:
200mil Disney+ in 5 years

Target

$5-30

Case 1:~35$

Case 2:~30$
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Source: 

Advertising Revenue

-Ad discounted Disney+ 
subscriptions

-Cable is a subscription service 
with ads

Catalysts & Opportunities 

Emerging Markets

Cable Cutting Trends 

-Demographic trends will 
continue to support cable 
cutting trends.

Currently Censoring American Content

Growing GDP Per-Capita
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Source: Team Analysis

Valuation Conclusion

$30-40
Linear Networks

$37-42
Studio

$40-50

Parks

$30>

$107-132

Current Stock Price $142

Overall DCF $140-150
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Market Risk

Operational Risk

Social Risk

IR 1 – Intellectual Property Theft
IR 2 – Competitive Forces

Industry Risk

Regulatory Risk

MR 1 – Global decline in economic activity
MR 3 – Foreign exchange rate risk
MR 4 – Interest rate risk

SR 1 – Florida Bill
SR 2 – Content Culture Risk

OR 1 – Acquisition Failing Risk

RR 1 – COVID Regulations

Investment Risks
H

ig
h

IR1 IR2

OR1 RR1 MR1

SR1 MR3/4

Lo
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Low High
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2017 2018 2019 2020 2021 2022

Target:
170 USD/share

$141 Share Price
Today
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Stock Snapshot Conclusion



Appendix: 
Income 

Statement 
Assumptions



Appendix: Income Statement Continued

Lower Margin and Slow Growth forecasted in other 3 segments. Margins were declined in 2027E to get conservative terminal values. 2019A>2027E



Appendix: Balance Sheet



Appendix: Cash Flow



Appendix: Debt Schedule and Ratios



Appendix: Sub growth and ARPU Forecast



Appendix: Sub growth and ARPU Forecast (lower growth scenario)



Appendix: Sub Valuation Model



Case 1 441.33

16.23$                   

3.87 114.00$                               109.00$                104.00$                99.00$                   94.00$                   

9.5% 5.17 6.39 7.62 8.85 10.07

9.0% 6.64 7.87 9.10 10.33 11.55

8.5% 8.22 9.45 10.67 11.90 13.13

8.0% 9.90 11.13 12.36 13.58 14.81

7.5% 11.70 12.92 14.15 15.38 16.60

Subs Year 10  (in m):

Cost of Acquiring a New Subscriber 

WACC

[(Marketing+COGS-Amortization)/(Sub Change)]

Avg Monthly Price 

in Year 10

Case 2 382.80

16.48$                   

1.75 114.00$                               109.00$                104.00$                99.00$                   94.00$                   

9.5% 2.81 3.83 4.84 5.85 6.86

9.0% 4.02 5.03 6.04 7.06 8.07

8.5% 5.31 6.32 7.34 8.35 9.36

8.0% 6.69 7.70 8.72 9.73 10.74

7.5% 8.17 9.18 10.19 11.20 12.21

Subs Year 10  (in m):

Cost of Acquiring a New Subscriber 

WACC

[(Marketing+COGS-Amortization)/(Sub Change)]

Avg Monthly Price 

in Year 10

10.54 16.0% 18.0% 20.0% 22.0% 24.0%

110% 1.71 -0.01 -1.73 -3.44 -5.16

100% 8.74 7.02 5.31 3.59 1.87

95% 12.26 10.54 8.82 7.10 5.39

93% 14.01 12.30 10.58 8.86 7.15

90% 15.77 14.05 12.34 10.62 8.90

Total 

Amortization/ 

Content Added

Case 1

DTC Fixed COGS/Revenue

Appendix: Some More Sub Model Assumptions Testing



DIS US Equity (Parks Segment) The Walt Disney Company 

FUN US Equity Cedar Fair Entertianment Company

SIX US Equity Six Flags Entertainment Corporation 

CCL US Equity Carnival Tour Operator Company 

DIS US Equity The Walt Disney Company 

NFLX Us Equity Netflix

SPOT Us Equity Spotify Technology S.A.

EA US Equity Electronic Arts 

DIS US Equity (Studios) The Walt Disney Company 

LGF US Equity Lionsgate Entertainment Company 

EROSMEDIA Indian Equity Eros International Production Company 

PVR Indian Equity PVR Cinemas 

DIS US Equity (Linear Networks) The Walt Disney Company 

AMCX US Equity AMC Networks Company 

FOX US Equity Fox Corporation 

SBGI US Equity Sinclair Broadcast Group 

DIS US Equity The Walt Disney Company

PARA US Equity Paramount

CMCSA US Equity Comcast 

CHTR US Equity Charter Communications 

NFL Us Equity Netflix

T US Equity AT&T

Appendix: Quick Comps

.x

20.x

40.x

60.x

80.x

100.x

120.x

EV/EBITDA 2017 EV/EBITDA 2018 EV/EBITDA 2019 EV/EBITDA 2020 EV/EBITDA 2021

DIS US Equity The Walt Disney Company PARA US Equity Paramount CMCSA US Equity Comcast

CHTR US Equity  Charter Communications NFL Us Equity Netflix T US Equity  AT&T

Every equity report I read calculated EBIT and EBITDA differently due to the accounting of content spending and the effect th at has on FCF and margins. To properly do a comps analysis, I would need to calculate the ratios on my own. However, I can only 
properly do that for Disney and Netflix as they are the only ones with clear prepared financials. Comcast, Amazon and Apple still do not release financials in depth enough to conduct the same analysis on their streaming businesses. Thus, I did not properly
complete a large comps analysis and instead opted to compare apples to apples with Disney and Netflix. However, the market has mainly been trading on sales multiples like sub growth, so EV/EBITDA is probably not a good metric for a relative valuation. 

Furthermore, the subs model was completed for both Disney and Netflix to get a comps vibe, while models about content amortization, content spending and debt ratios were analyzed in depth for both Disney and Netflix.



Appendix: WACC Calculations



Appendix: Overall DCF



Appendix: DTC Streaming DCF



Appendix: Parks DCF



Appendix: Studios DCF



Appendix: Linear Networks DCF



Disney is arguably one of the best entertainment companies in the world.

Disney's strategically aligned business segments create hugely valuable 
synergies.

Disney's broad entertainment offerings provide a superior value proposit
ion than its competitors and is successfully capturing market share.

For these reasons we believe Disney is best poised to 
find sustainable and meaningful success in the DTC market.

Investment Thesis
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