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This Year Could Mark the First-Ever Annual Decline in Pay-TV Subscriber

Numbers, Deepening Cord-Cutting Fears
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It may once have been nothing more than a boogeyman keeping pay-TV executives awake
at night. But cord cutting might now be worth losing sleep over.

Amid recent declines in pay-TV subscriber additions, many analysts and investors had
assumed a recovery in new-household formation would eventually turn things around. That
would have shot down the idea that cord cutting—where viewers quit pay TV in favor of
watching video over the Internet—was a growing phenomenon.

Instead, as more consumers are priced out
of the pay-TV market and alternatives such

as Netflix | NFLX +2.01% | proliferate, such

hopes don't appear to be holding up.
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Total video subscribers were down 0.10
percentage point annually in the second
quarter, while occupied households grew
0.40 percentage point, according to UBS.

(UBSN.VX1.56%) The U.S. pay-TV market
lost about 208,000 subscribers in the first

half of 2013, against a net gain of 27,000 in the first half of 2012. As a result, UBS
estimates the industry will finish the year with a net loss of 250,000.
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Granted, these are small numbers in the context of 104 million U.S. pay-TV households
and cord cutting could falter, especially if the jobs market continues to improve. Still, if
UBS's estimate holds, 2013 would mark the first annual decline in pay-TV subscribers
ever.

If such declines accelerate, this could put more pressure on pay-TV margins that are
being squeezed already by escalating programming costs. That would make cable and
telecom providers more reliant on their broadband offerings for growth and could cause
satellite firms, which lack that offering, to shrink.

Cord cutting may also start pushing TV networks, which price contracts based on
distributors' subscriber numbers, closer to online video services or Big Tech companies

trying to enter TV, such as Google (GOOG +0.28% ) or Apple.

And the pace of cord cutting appears to be accelerating. About 641,000 new subscribers
can be attributed to new household formation over the past 12 months. Based on the
number of net subscriber additions, that means about 963,000 people quit pay TV in that
period, according to Moffett Research. That compares with 597,000 subscribers from new
household formation and about 455,000 dropping pay TV in the preceding 12-month
period.

Not all pay-TV providers are suffering equally. Telecom companies AT&T and

online.wsj.com/news/articles/SB10001424127887323455104579012841493670338

’ News, Quotes, Companies, Videos

SUBSCRIBE NOW >>

11 of 12 1

Europe Must Fracking Leaves Brazilia1

. Unblock Lending Lacking

By MIRIAM GOTTFRIED  CONNECT

Popular Now What's This?

ARTICLES

1

2

Opinion: Bradley
Allen: ObamaCare
2016: Happy Yet?

Utah Senator
Pays Price for
Shutdown

1/4


http://online.wsj.com/
http://online.wsj.com/public/page/news-financial-markets-stock.html
https://subscribe.wsj.com/hpheaderlink
https://id.wsj.com/access/509b1a086458232f6e000002/latest/login_standalone.html?url=http%3A%2F%2Fonline.wsj.com%2Fnews%2Farticles%2FSB10001424127887323455104579012841493670338
http://googleads.g.doubleclick.net/aclk?sa=L&ai=CV8io7_9nUomvHsqZ6gHfpYHQA_r9oZYDAAAQASDCgtISUMrNm_QFYMnGqYvApNgPyAEC4AIAqAMByAOdBKoEvwFP0IMXqfciIpzVntlr1pdNJFzr8Io4ltIa7ldv2FkIZa4ae0c0mOewvA5-MT4q3eQfZ_AUTWkei58-pqnpcc7X2zNTCfR4VGIf5aFfxgWhJ--mu_Q2J3PD_xyzIqbxHjlIcKlXKFGg_SXKQ46anqKntYBY6pT-cAlwzu4TcPPqaCzxg1lb0msiTcKtVeH9RbBaw3O4lHPxuOrS23OBg8BCWgkbq1o0ySQO94eO1JzW4vxfJuiqXVUnIr2u9U-5SeAEAaAGFA&num=0&sig=AOD64_0QL9503nEIpJBT2qxV4FJc1uNoQA&client=ca-pub-0466582109566532&adurl=http://pubads.g.doubleclick.net/gampad/clk%3Fid%3D114803066%26iu%3D/2/ets.wsj.com/home
http://online.wsj.com/
http://online.wsj.com/news/articles/SB10001424052702303672404579151440498945268?mod=Markets_newsreel_8
http://online.wsj.com/news/articles/SB10001424052702303672404579151380565267934?mod=Markets_newsreel_9
http://online.wsj.com/news/articles/SB10001424052702303672404579150032131332074?mod=Markets_newsreel_10
http://online.wsj.com/news/articles/SB10001424052702303672404579148914076447026?mod=Markets_newsreel_11
http://online.wsj.com/news/articles/SB10001424052702303672404579149773659061900?mod=Markets_newsreel_12
http://online.wsj.com/public/search?article-doc-type=%7BHeard+on+the+Street%7D&HEADER_TEXT=heard+on+the+street
http://quotes.wsj.com/NFLX
http://quotes.wsj.com/CH/UBSN
http://quotes.wsj.com/GOOG
http://quotes.wsj.com/AAPL
http://quotes.wsj.com/T
javascript://
http://quotes.wsj.com/NFLX
http://quotes.wsj.com/CH/UBSN
http://quotes.wsj.com/GOOG
http://quotes.wsj.com/AAPL
http://quotes.wsj.com/T
http://online.wsj.com/news/articles/SB10001424052702303448104579149642030106938?mod=trending_now_1
http://online.wsj.com/public/page/reader-comments.html?baseDocId=SB10001424052702303448104579149642030106938&headline=Bradley%20Allen%3A%20ObamaCare%202016%3A%20Happy%20Yet%3F
http://online.wsj.com/news/articles/SB10001424052702303672404579151930695779224?mod=trending_now_2
http://online.wsj.com/public/page/reader-comments.html?baseDocId=SB10001424052702303672404579151930695779224&headline=Utah%20Senator%20Pays%20Price%20for%20Shutdown
http://online.wsj.com/public/page/reader-comments.html?baseDocId=SB10001424127887323455104579012841493670338&headline=The%20Specter%20Haunting%20Pay%20TV

10/23/13

Verizon added a net 373,000 video subscribers combined in the second quarter, up from

275,000 a year earlier. Cable losses remained flat at 615,000. Meanwhile, satellite

providers Dish Network and DirecTV lost 162,000 subscribers,

up from 62,000 a year ago—perhaps the most worrying figure considering those
companies' lack of a broadband cushion.

Disruptive technologies such as Google's new Chromecast product or startup Aereo
seem likely only to hasten the pace of cord cutting. As more consumers quit pay TV in
favor of Internet video, today's trickle may eventually start to look more like the
mainstream.

Write to Miriam Gottfried at Miriam.Gottfried@wsj.com
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