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Twenty-First Century Fox, Inc. is a media company, which engages in television broadcasting and film production. It
operates through the following segments: Cable Network Programming; Television; Filmed Entertainment; Direct
Broadcast Satellite Television, and Other Corporate and Eliminations. The Cable Network Programming segment consists of
the production and licensing of programming distributed through cable television systems and direct broadcast satellite
operators. The Television segment offers broadcasting of network programming. The Filmed Entertainment offers
production and acquisition of live-action and animated motion pictures for distribution and licensing in entertainment
media. The Direct Broadcast Satellite Television segment involves in the distribution of basic and premium programming
services via satellite and broadband directly to subscribers. The Other, Corporate and Eliminations segment comprises of
corporate overhead and eliminations. The company was founded in 1979 and is headquartered in New York, NY.
Publicly traded companies mentioned herein: AT&T Inc (T), Comcast Corp (CMCSA), Netflix Inc (NFLX), Sky PLC (SKY LN), Time Warner Inc
(TWX), Twenty-First Century Fox Inc (FOX, FOXA), Walt Disney Co/The (DIS)

Highlights
The presenter is long shares of Fox (FOXA), seeing favorable fundamentals for the FOX SpinCo, consisting of its news and broadcast
businesses and sports network assets, that will be created as a result of Disney’s planned acquisition of the FOX RemainCo. In addition,
he sees the possibility of a competitive bid between Comcast and Disney for the RemainCo, given both companies likely view it as
having imperative strategic importance. He thinks SpinCo will trade up to $18 - $19, while the ultimate price of the RemainCo could be
$36 - $37; thus, there could be ~50% upside for FOX shares.
Fox SpinCo will consist of news, broadcasting, and sports assets. At the current bid of $28/share for RemainCo by Disney, Fox
SpinCo is being created at $8 - $9, and is expected to earn $1.10 in FCF, implying a 7x FCF multiple. The presenter believes that FCF
can improve to $1.80 over the next 2 – 3 years, which means the SpinCo is being created at only 4.5x FCF. He believes SpinCo shares
could appreciate to $18 - $19.
Sports broadcast is an undermonetized segment right now, when compared to peers. Affiliates are indicating that fees
will become more standardized across companies moving forward, which should help FOXA.
Most RSNs currently earn $3 - $4 per sub, while ESPN is at $7 per sub and FOXA is at $1.70 per sub. The
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presenter feels ESPN is probably overpriced, while FOXA should see improvement towards $3. Every dollar of
retrans fees is worth ~$1B, or $0.50 per share according to the presenter’s model.
Fox News has remained robust despite headwinds across the industry, and has not suffered from any disintermediation
or fragmentation.
The presenter adds that the SpinCo is incentivized to keep valuation at the time of spin low, since there will be tax
obligations on the new assets, as well as how management comp packages will be determined. A lower price for the
SpinCo means less tax. As a result, the SpinCo is motivated to make investments (such as the Thursday Night Football
deal) and absorb costs until after the spin.
In early May, Comcast announced that it was in talks with banks to finance an offer for Fox RemainCo that could top Disney’s offer.
This follows previous attempts by Comcast to compete for FOXA, as well as a competitive bid between Comcast and FOXA for Sky.
The presenter states that Comcast and Disney both consider the acquisition of FOXA assets as “existentially crucial” in the face of
the new media landscape. Both Comcast and Disney are eager to acquire a direct-to-consumer platform that could help them
compete with the likes of Netflix, and the various segments of FOXA, such as Hulu and Star, provide a good way to do that. The
presenter thinks Comcast and Disney could get “very aggressive” in pursuing FOXA given these dynamics.
In their S4, Disney has laid out a large synergy opportunity in a Disney-Fox deal, which the presenter views as “credible.”
However, the dynamics of a deal means Disney was incentivized to not overstate value, whereas FOXA wants to push it
higher. As a result, Comcast could feel it can potentially enable higher synergies than Disney, by as much as 50%.
Current bidding with Disney is set to deliver 9% unlevered cash-on-cash yield, assuming the synergies laid out by Disney
are realized. Given that the transaction is “highly strategic,” there’s a decent amount of room for the pricing to go up, in
the presenter’s view. Comcast, in an all-cash bid scenario, would likely view a 9% - 10% cash-on-cash yield as a “steal,” so
there is “lots of room for the two to compete.”
Disney CEO Bob Iger is “heavily incentivized” to complete the deal, without any restrictions on the price of the
transaction. Comcast CEO Brian Roberts has also “demonstrated a willingness to get aggressive” for crucial deals. The
major question for Comcast, the presenter feels, is the ability to finance the deal, but the “motivation is there.”
The presenter feels there’s some level of “antitrust symmetry” between Comcast and Disney that would put the two on similar
footing in a bidding war scenario, which should drive up the final price for FOXA.
Approximately 50% of FOXA is international, and another 20% is in studios. Past antitrust rulings have indicated that
international operations are typically not taken into account, and studios is “indisputably a competitive segment.”
Current proceedings of the AT&T and Time Warner deal indicate the DOJ tends to focus on national distribution platforms
and sports deals as major components of evaluating “market power” in antitrust review. As such, the Fox Sports Network,
at 20% - 25% of the business, is the only major segment that’s sensitive to antitrust, and this hold true for both Comcast
and Disney. As such, neither side is “favored” from an antitrust perspective in the presenter’s view.
Judge Richard Leon has stated that he will issue a decision on the AT&T/Time Warner deal by June 12th. The
presenter speculates Comcast could look to enter a formal bid prior to this decision, or wait until after the
decision to assess how regulators currently evaluate the space.
Both companies are likely prepared to sell off non-essential assets to assuage any antitrust concerns, and antitrust is
unlikely to pose a major hurdle for either one.
Assuming a winning bid that yields 7% cash-on-cash (from either Comcast or Disney), the RemainCo would be sold at $36 - $37 per
share, according to the presenter’s model. Combining this with the $18 - $19 of SpinCo yields a $56 “price target,” or 50% upside.
The presenter expects that a FOXA holder can “collect most of it within a year.”
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For questions regarding DeMatteo Research Events and Services, please contact:
Hans Noering, Co-Director of Research, 212-833-9932, hnoering@dmllc.com
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Important Disclosures
This summary has been prepared by DeMatteo Research LLC (“DeMatteo” or the “Firm”). The Firm sponsors events featuring
institutional investors (“Presenters”). The opinions, estimates, projections, and views contained in this summary are those of, and
exclusively sourced from, the Presenters and may differ from those of the Firm. While the Firm attempts to summarize accurately the
comments of the Presenters, the summary is not endorsed by the Presenters.
This summary is provided for information purposes only and does not constitute an invitation or offer to subscribe to or purchase or
sell any of the products or services mentioned. It is intended for institutional investors only and should not be forwarded to third
parties. Securities, financial instruments or strategies discussed herein may not be suitable for all investors. The opinions and views
expressed in this summary do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies to particular clients. DeMatteo is not, by making this
summary available, providing investment, legal, tax, financial, or accounting advice to the recipient of this summary or any other party.
DeMatteo is not acting as an advisor or fiduciary to any client in connection with providing this summary. Past performance is not
indicative of future results. This summary has been prepared based on information, including market prices, data and other
information, obtained from sources believed to be reliable; but DeMatteo does not warrant its completeness or accuracy. The Firm
makes no representation or warranty, express or implied, in respect thereof, and accepts no liability whatsoever for any loss arising
from any use of or reliance on this summary or its contents. Information, estimates, assumptions, and/or opinions expressed herein
are made as of the date of the Guest Speaker’s presentation and are subject to change without notice. DeMatteo assumes no obligation
to maintain or update this summary based on subsequent information and events. Further information on any of the securities
mentioned in this report may be obtained upon request.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
The Firm, the analyst involved in the preparation of this report, and members of the analyst’s household do not have a financial
interest in securities of any company discussed in the report.
As of the end of the month immediately preceding the issuance of this Research Report (or the end of the second most recent
month if publication date is less than 30 calendar days after the end of the most recent month), no analyst involved in the
preparation of this report has received compensation from any company discussed in this report or knows of any other actual,
report conflict of interest regarding this report.
Neither the Firm nor any affiliate has received compensation for investment banking services from any company discussed in the
report in the last twelve (12) months.
Neither the Firm nor its affiliates expect to receive or intend to seek compensation for investment banking services from any
company discussed in the report in the next three (3) months.
No company discussed in the report is, or during the 12-month period preceding the date of distribution of the report, was, a client
of the Firm.
No director, officer or employee of the Firm is a director of any company in which the Firm provides research coverage.
No analyst involved in the preparation of this report or any member of the analyst’s household serves as an officer, director or
advisory board member of any company discussed in the report.
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The Firm does not act as a market maker in the securities of any company discussed in the report.
Neither the firm nor any of its affiliates managed or co-managed a public offering of the securities for the subject company in the
past 12 months.
No analyst received any compensation from the subject company in the previous 12 months.

REG. AC Certification
The opinions, views and / or analyses of the companies and / or industries contained in this document generally consist of a summary
of a presentation made by one or more securities professionals at an event sponsored by DeMatteo Research LLC (“DeMatteo”) and are
not typically the views or opinions of the individual at DeMatteo responsible for the preparation of this document. Where any views or
opinions expressed in this document are attributed to the individual responsible for the preparation of this document, then such views
or opinions accurately reflect the personal views of the author of this document regarding the subject securities and / or issuers.
No part of the compensation of the individual responsible for the preparation of this report was, is or will be directly or indirectly
related to the specific recommendations or views contained in this document.
Copyright ©2018 DeMatteo Research LLC and/or its affiliates. All rights reserved.

Page 5 of 5

