
The Berkshire Babes and Hathaway Hunks



Overview

VIACOM (VIAB)

Media/Advertising Industry

Market Cap – $29 Billion

Headquarters – New York, New York



Company Background



History

1971 – Viacom spins off from CBS 

1987 – National Amusements acquires 83% of Viacom 

1994 – Completes $9.9 B merger with Paramount

2000 – Viacom merged back into CBS for $39.8 B

2005 – Viacom separates from CBS



Sumner Redstone

Significant ownership of Viacom and CBS

Recent lawsuit over Redstone’s mental competency 

Court rules he is mentally stable

Shari Redstone to take control of National Amusements



Recent News

Wanda offered to buy 49% of Paramount at $5 B

Former CEO Philippe Dauman forced to leave

Shari Redstone brings on new board members



News cont.

Viacom cut their dividend in half

Announce new CEO to be Bob Bakish

National Amusement pushes for CBS & Viacom merge

Viacom talks of acquiring Telefonica SA for $385 mill



Business Segments



Segments

Media Networks

– Music & Entertainment

– Kids & Family

– BET Networks

– International

Filmed Entertainment



Media Networks Properties



Music & Entertainment

Comedy Central
– Earned 26 Emmy nominations

– Comedy Central app downloaded 5.2 million times

MTV
– 43 MTV branded channels

– Created an MTV app which features episodes

MTV2

VH1/VH1 Classic

SPIKE

Logo TV



Kids & Family

Nickelodeon & Nick at Nite

– #1 rated advertising supported network for 20 years

– On more than 85 locally programmed channels

Nick Jr., TeenNick, Nicktoons

CMT

– Leading country music & entertainment destination

TV Land



BET Networks

BET

– Nation’s leading network for African-American Audiences

Centric

– First network designed for black women



International 

Paramount Channel

– 24 hour movie channel in Spain

Channel 5

– UK public service broadcaster

Colors

– Highly-rated Hindi-language entertainment

J-One

– One of the world’s biggest consumers of manga animation



Media Networks - International



Media Networks Revenues

Sale of advertising/marketing

Affiliate fees from cable television 

Ancillary revenues



Media Networks 

Revenue Breakdown

48%

47%

5%

Advertising

Affiliate Fees

Ancillary Revenues



Advertising Revenues

Target key audiences 

Price is determined by viewership 

Domestic advertising

– Certain amount sold in advance

– Remaining inventory sold in scatter market

International Advertising

– Majority sold in scatter market

– Sold by a third party



Affiliate Revenues

Multi-year carriage agreements

Staggered expirations of agreements

Yearly rate increases

Fees are based on number of subscribers



Ancillary Revenues

Consumer products/brand licensing

Distribution of programming in home entertainment

Television Syndication 



Filmed Entertainment



Filmed Entertainment 

Paramount produces/acquires films for distributions

Generally performs its own marketing/distribution

Agreements with Warner Bros & Home Entertainment

Cost are incurred before or during film releases

Library consisting of 3,400 motion pictures



Filmed Entertainment Revenues

Theatrical release/distribution of motion pictures

Home entertainment – DVD’s and Blu-Ray

Licensing of film and television rights

Ancillary revenues from production services



Filmed Entertainment 

Revenues Breakdown

29%

30%

34%

7%

Theatrical Revenues

Home Entertainment

License Fees

Ancillary Revenues



Theatrical Revenues

Generates revenue from audience ticket sales

Makes a premium on IMAX/3D tickets

Effects on Home Entertainment

Cyclical with holidays



Home Entertainment Revenues

Derived from worldwide sales of DVD’s

Distributes Paramount films and CBS content

Affected by consumer preference of rental or purchase 

Shifting away from physical entertainment



License Fees

Films licensed on fee or revenue sharing basis

Multi-platform entertainment service (EPIX)

Revenue is recognized upon availability for airing 



Ancillary Revenue

Provides production services to third parties

– Primarily at Paramount’s studio lot

Licenses its brand for:

– Consumer products

– Themed restaurants

– Hotels/Resorts

– Theme parks



Media Networks vs. Filmed 

Entertainment Revenue 

78.40%

21.60%

2015

Media

Networks

Filmed

Entertainment 69.30%

30.70%

2013



Growth Opportunities

Affiliate fees have grown by 14% points in 5 years

Media Networks revenues increased 5%

– Primarily international growth

Expected growth in India and emerging markets

Largest global presence of any global media in Africa



Growth Issues

Netflix/Amazon have video streaming

Filmed Entertainment section is not as profitable

Slowing domestic growth due to people cutting cable

Pay-TV remains in approximately 85% of households



Merge Possibilities 

(1) Exchanged/Sold to CBS at market price

– New combined entity would still be selling at a discount

(2) CBS pays market price, but pays a special dividend 

(3) CBS does stock swap with a premium 

– (.75 shares = a $5 premium)

(4) Viacom does not merge 



Risk Factors

Content theft

Online Streaming

National Amusement’s voting control



Competitive Advantage

High costs associated with creating new content

Brand names

Sticky business for channel operators



Qualitative Review

What type of business is this: commodity or sustained competitive 
advantage?

Sustained 
Competitive 
Advantage

Can you easily explain what the business does? Yes

Is it heavily unionized? No

Does it require heavy capital infusion? No

Does it require lots of research and development? Yes

Can inventory become obsolete? Yes

Are there chronic "one time" write offs? Yes

Is the company able to raise its prices to offset inflation? Yes

Will the company be able to sell more in the future? Yes

If I gave you $1 billion could  you develop a competitor? If the answer is "no" 
your business has a sustained competitive advantage. No



Quantitative Analysis



Interpretation of the

Financial Statements
TTM Value Low Threshold Pass?

Gross Profit Margin 48.21% ≥ 20% Yes
% SGA 44.86% ≤ 80% Yes
% R&D 0.00% ≤ 10% Yes

% Depreciation and Amortization 78.25% ≤ 10% No

Interest % of OP 19.42% ≤ 15% No
Net Profit Margin 15.85% ≥ 10% Yes

Current Ratio 0.99 ≥ 1 No
Obligation Ratio 6.44 < 5 years No

Adj. Debt to Shareholder Equity 0.74 < 0.8 Yes
Return on Equity 50.54% ≥ 15% Yes
Return on Capital 13.71% ≥ 15% No

Dividend Payout Ratio 30.71% ≤ 60% Yes
Preferred Stock None None Yes

Capital Expenditures 6.38% ≤ 25% Yes
Net Earning Trend Up Up Yes

Retained Earnings Trend Up Up Yes
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Net Profit Margin
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Return on Equity

22.22%
25.85%
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Return on Capital
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Total Shares Outstanding

715.20
674.10

624.70
607.10 607.85

587.30

530.70

486.20

432.10
402.20 396.50

0

100

200

300

400

500

600

700

800

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TTM

To
ta

l S
h

ar
e

s 
O

u
ts

ta
n

d
in

g

Year



Revenues (10 year)
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Retained Earnings
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Statistical Array Analysis
Increasing trends?

Sales per Share Increasing

Cashflows per Share Increasing

Earnings per Share Increasing

Dividends Declared per Share Increasing*

Capital Spending per Share Consistent

Book Value per Share Consistent

Revenues (Sales) Increasing

Gross Profit Margin Consistent

Operating Profit Margin Consistent

Number of Stores N/A

Net Profit Varies

Net Profit Margin Consistent

Working Capital Varies Significantly

Shareholder's Equity Decreasing

Return on Total Capital Consistent

Return on Shareholder's Equity Fluctuates

Common Shares Outstanding Decreasing

Long-Term Debt Fluctuates

LT Debt Payable in 5 years No

All Dividends to Net Profit under 60% Yes



Du Pont Analysis - Historical

Total Asset 
Turnover (Total
Revenue /Total 

Assets)

Net Profit 
Margin

(Net Profit/ 
Total Revenue)

Financial 
Leverage 

Multiplier (Total 
Assets/Total 

Equity)

Return on 
Equity

2012 0.62 14.27% 2.99 26.42%

2013 0.60 17.36% 4.59 47.80%

2014 0.59 17.35% 6.20 63.43%

2015 0.59 14.49% 6.28 53.65%

TTM 0.58 15.85% 5.40 49.63%



Debt Analysis



Industry Breakdown



Industry Analysis

Viacom
CBS 

Corporation
Dreamworks Disney Time Warner

Market Cap (B) 29 10.21 3.55 148.30 67.95 

Revenue (B) 13.05 6.47 9.90 56.00 27.90 

P/E 7.99 16.57 64.02 16.55 17.54

P/S 1.27 1.86 3.60 2.78 2.52

P/B 4.01 4.62 3.04 3.41 2.85

EV/EBIT 8.77 12.36 40.62 10.81 12.64

ROA 9.25 6.69 2.79 10.33 6.39

ROE 53.65 27.99 4.86 20.66 17.05

Operating 
Margin

24.90 18.76 9.78 26.15 25.31

Net Margin 15.85 11.07 5.53 16.48 14.54

Insider 
Ownership

0.39% 0.47% 2.77% 1.13% 0.16%



Du Pont Analysis - Industry

Company Name

Total Asset 
Turnover (Total
Revenue /Total 

Assets)

Net Profit 
Margin

(Net Profit/ 
Total Revenue)

Financial 
Leverage 

Multiplier (Total 
Assets/Total 

Equity)

Return on 
Equity (TTM)

Viacom 0.54 14.49% 6.28 53.65%

CBS Corporation 0.58 10.18% 4.27 25.21%

Dreamworks 0.47 NMF 1.72 NMF

Disney 0.61 15.98% 1.98 19.30%

Time Warner 0.16 13.63% 2.70 16.21%



Valuebands



Price/Sales
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Price/Earnings
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Price/Earnings Less Cash
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Price/Owners’ Earnings
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Price/Book
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Price/Cashflow
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Price/Free Cashflow
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EV/Revenue
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EV/EBITDA
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EV/EBIT
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Valuation Summary



Conscious Investor



3 Year



6 Year



9 Year



9-Year Default Safety

Cut P/E by 48.7%
Cut Growth Rate by 59.5%



9-Year Kill It

Cut P/E by 55.8%
Cut Growth Rate by 64.3%



9-Year Kill It Again

Cut P/E by 63.8%
Cut Growth Rate by 64.3%



Discounted Cash Flow Model



DCF- Guru Default



DCF-Valueline’s Growth Rate



Conservative DCF



Guru Reverse DCF



DCF-Valueline’s EPS



Reverse DCF with Valueline’s EPS



Intraportfolio Valuations



Price/Earnings



Price/Sales



Price/Book



52 Week Price Range



Conclusion

Undervalued

Brand Names

Merge Possibility 



Recommendation

Market order

“V in Viacom means value”

- Chase Dawkins


