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Foreword

Welcome to the 2017 edition of Deloitte’s Predictions for the technology, media and telecommunications (TMT) sectors. 

For the first time in our 5 years of releasing our Middle East edition, we are including predictions for all three sectors together, and not 
splitting them into different sub-industries. This, by itself, is a reflection of the exciting industry we are in. An industry that continues to 
blur the boundaries of innovation, and reshape how operators, media players and technology companies collaborate and interact in an 
increasingly integrated market place. 

Across the global and regional predictions, we believe that the distinction between sectors is fast becoming obsolete. The introduction 
of dedicated machine learning capability to smartphones is relevant across all industry sectors, not just the technology or 
telecommunications verticals. The transition to 5G and resulting implications on machine to machine communication is a critical enabler 
to new technology adoption, starting with self-driving cars. IoT itself is the epitome of this borderless ecosystem with operators and 
technology companies working closely together to shape the cities and lives of tomorrow. Cybersecurity is an evergreen topic in the region 
raising threats to media companies and Telcos equally, and requiring cross sectorial regulations and safety measures.

With smart cities and nations so high in the agenda of the Middle East countries, our region is at the forefront of this borderless market 
place, with regional Telcos talking more about AI and IoT than network expansion. In this day and age, breaking borders, albeit at industry 
level, is a refreshing twist. 2017 promises to be yet another exciting year for the TMT sector. We wish you all the best for this year and trust 
that you and your colleagues will find this year’s predictions a useful stimulant in your strategic thinking. We look forward to discussing 
them with you.

Paul Lee
Partner, Head of Global TMT Research
Deloitte Touche Tohmatsu Limited

Emmanuel Durou
Partner, Head of Middle East TMT industry
Deloitte & Touche (M.E.)
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Deloitte Global predicts that US TV advertising revenue in 2017 will 
be flat with 2016. While that does not sound very exciting, for an 
industry widely thought to be following the sharply negative trend of 
other traditional media, flat is the new up. 

US TV ad revenues are estimated to have been about $72 billion 
in 2016223, up 3.5 percent from 2015 levels of $68.9 billion, buoyed 
in part by the Summer Olympic Games, US presidential election 
and a strong ‘scatter market’. A scatter market is when advertising 
is sold, usually for higher prices224, close to the broadcast date, 
rather than at the ‘upfront’ meetings: annual events involving 
network executives, advertisers and the press that preview planned 
programming. The 2016 results were therefore better than expected 
at the start of the year when it had been predicted that 2016 
spending would be up by only 0.9 percent and that 2017 revenues 
would fall by about one percent225. 

Why did estimated TV ad spending do so much better than forecast 
in 2016? And why does Deloitte Global predict that 2017 is unlikely to 
see a serious decline? 

To some degree, TV advertising is holding up well in the US because 
it is being marketed more aggressively. At the 2016 upfront meetings 
the major English-language networks secured increases in advance 
advertising commitments for prime time226. Broadcasting networks 
asked for CPM (cost of reaching a thousand viewers) price hikes of 
8.5-12.5 percent, compared to only five percent in 2015227. 

In addition, TV advertising may have recaptured some of the 
advertisement dollars that have been moving to digital in recent 
years. Specifically, consumer packaged goods and pharmaceutical 
advertisers are rumored to be moving some of their advertising 
spend back to TV228. That trend, if confirmed, may not be across 
the board. It still seems probable that, in the US, digital advertising 
spending in 2017 will, for the first time ever, be slightly larger than 
that for TV advertising229. But, although it may be losing share, TV ad 
spending is still growing, and doing so in real terms. 

Some might wonder why Deloitte Global’s prediction is for flat 
spending in 2017 and not a material decline. A number of other 
factors may be in TV’s favor.

Sports is the largest part of TV ad revenues: 37 percent of total 
2014/15 advertising revenues for the four largest networks were 
estimated to come from sports programming230. Football is a big 
part of that: National Football League (NFL) games delivered six of 
the 10 most watched TV broadcasts in 2015, and college football 
a further two231. Over the first months of the 2016 season, the 
ratings for prime time NFL games were down by double digits232. 
But a couple of the games coincided with presidential debates and 
the weakness in the NFL ratings does not appear to be persisting: 
ratings for the games following the election were down only two 
percent233. While football ratings have been down, TV ratings for 
baseball were up one percent for the regular season234. Game 
7 of the World Series drew in over 40 million viewers, with the 
broadcaster making $500,000 per 30 second ad235. National 
Basketball Association (NBA) ratings for the 2016 final were also 
positive and early data from the 2016/2017 season is up as well236.

Viewing remains robust, overall 
There are other reasons why traditional TV advertising may be able 
to retain most or all of its advertising dollars in 2017. People are 
watching only slightly less traditional live and time-shifted TV:

 • in 2016, the number of minutes of TV watched by the average 
American over 18 years old fell by less than one percent237, or one 
minute per day 

 • cord-cutting (whereby a household cancels pay-TV provided 
by cable, satellite or telco) is minimal. The number of American 
homes subscribing to either cable, satellite or telco pay-TV likely 
fell by 1.75 million in 2016238, or just under two percent. However, 
the number of those watching through an antenna rose by nearly 
a million239, so the net loss of TV viewing homes was around 
800,000.

Ad skipping is relatively limited, as live remains dominant 
At one time, many were concerned that technologies such as Digital 
or Personal Video Recorders (DVRs/PVRs), which permit ad-skipping, 
would deplete the effectiveness of TV ads. In reality, while two-thirds 
of pay-TV households have a DVR, only a minority of viewing is 
time-shifted240. In the first half of 2016 the average American adult 
watched about half an hour of time-shifted content per day and 
a further four and a half hours live241. Time spent on time-shifted 
content is barely changing. It was 29 minutes per day in the same 
period of 2014, an average increase of one minute over two years242.

TV advertising in the US: flat is the 
new up
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Losing the young, but gaining the old
18-24 year olds are watching less TV, and while it is true that they 
are an important demographic for advertisers, they are not all of 
the population. The population is aging and older Americans are 
watching slightly more TV243.

The decline in TV viewing by the young is marked and faster than 
for the adult population as a whole, though the pace of reduction 
appears to be slowing. US live and time-shifted TV viewing by young 
people aged 18-24 has declined by eight percent since 2015, which 
is smaller than the 14 percent fall in 2015244 (see Figure 5). A similar 
trend in the decline for the youngest demographics is evident in the 
UK. In the first half of 2014, 16-24 year olds in the UK watched 12 
percent less TV than in the previous year, but by late 2015 the annual 
pace of decline was down to around four percent245. 

Many of the US trends described above are similar to trends in 
Europe. 2016 numbers are not yet available, but as of 2015, year-on-
year TV viewing (live and time-shifted) across 12 European countries 
fell by only three minutes per day compared to 2014 and the average 
time-shifted viewing across the countries was less than 10 minutes 
per day246.

Figure 5. US TV viewing by 18-24 year olds 2010-2016

Daily live + time shifted minutes of TV

Source: Nielsen Total Audience Reports Q1, Q2, Q3 and Q4 for 2016, 2015, 
Nielsen Cross Platform Reports Q1, Q2, Q3 and Q4 for 2014, 2013, 2012, 2011, 2010
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There is reassurance for TV advertisers at the other end of the 
age spectrum. Those aged 65 and over make up 15 percent of the 
population, or 47.8 million Americans247, and they are watching 
more TV, with an annual increase of over one percent since 2014248. 
In the first half of 2016 the average American aged 65 or over 
watched 6 hours and 57 minutes of live and time-shifted TV per 
day, up five minutes per day from the levels in the same period of 
2015249. The 65+ age group is the fastest growing segment of the 
population and expected to account for over 20 percent of the 
population by 2050250. So while young people are watching much 
less TV, older generations are watching more. 

This demographic evolution may cause daily average TV viewing by 
all Americans to rise in 2017 and 2018, and perhaps further ahead. 

Video streaming remains specialist and lacks TV’s 
mass appeal 
For certain categories of advertising, especially brand building and 
new product launches, traditional TV remains superior to online 
video. Consumption of video streaming on a PC or smartphone 
video has a relatively narrow user base. A fifth of all TV users 
account for 83 percent of video streaming on smartphones and 
87 percent on PCs251. By contrast, consumption of traditional TV is 
much more evenly balanced and less skewed, with the 20 percent 
of users who watch most TV accounting for 52 percent of all usage 
(see Figure 6)252. The fact that streaming and smartphone video is 
skewed towards a small base can be a benefit for advertisers who 
are selling relatively niche products to narrow market segments. 
TV’s broad audience can benefit advertisers, such as consumer 
packaged goods and pharmaceuticals, who sell products to a wide 
range of people. These are precisely the segments that may be 
shifting ad dollars away from digital and back to TV.

For certain categories of advertising, 
especially brand building and new product 
launches, traditional TV remains superior 
to online video. 
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Figure 6. Percent of usage contributed by the top 20 percent 
of TV users

Source: Nielsen Total Audience Report: Q1 2016. For further information on the 
source, see endnotes.
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The value of the 2016 global TV advertising market was estimated 
to be over $225 billion253, and is forecast at around $230 billion in 
2017. The US market is growing more slowly than many emerging 
markets. Despite Brexit headwinds, the UK TV ad market is forecast 
to rise one percent in 2017254. The French TV ad market is also 
predicted to grow one percent in 2017255. The global forecast is for 
2.3 percent growth in the year256. 

Of course, the TV industry is not just about advertising revenues. 
There are also subscription fees. The outlook for subscription fee 
revenue in 2017 in the US is more positive than that for advertising. 
Although there is some cord-cutting and cord-shaving (when 
customers opt for cheaper packages with fewer channels) the US 
pay-TV industry saw the monthly cost of cable for the average 
subscriber rise up to four percent in 2016257. Deloitte Global 
predicts it to remain more or less level in 2017. 

Even if the number of subscribers falls by one or two percent, 
revenues will likely still be up more than two percent, meaning that 
combined advertising and subscription revenues for the US TV 
industry are expected to grow in 2017.

The bottom line

There have been predictions of the death of US network TV as far back as 1973258. More than four decades later, the same song 
is often sung259. 

The data does not support this view. Although traditional TV advertising is not growing as rapidly as it used to and is losing 
share to digital, it still remains an important advertising medium. Traditional TV viewing amounts to over a substantial 1,800 
hours per year for adult Americans260.

The stability of the TV ad market combined with new entrants such as over-the-top (OTT) TV services has enabled record levels 
of content creation: over 500 scripted TV shows are expected by 2017, more than double the 210 in 2009261. Spending for 2016 
will be over $20 billion262, and 2017 looks likely to be even higher as Deloitte Global’s analysis of 2016 Q3 reporting and earnings 
calls of content distribution companies suggests all the major players have expressed a desire for increased focus on original 
programming263. It would seem that this is the golden age for scripted TV shows.

Advertisers do not need to spend too much time pondering the demise of their TV budgets. Instead they should consider 
which products are best advertised on TV and which on digital. In this omnichannel world they need to make all their different 
ad channels work together, rather than trying to pick a single winner-takes-all medium.
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