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Disney's share price suggests the market believes its magic has faded, trading at a forward price
to earnings multiple of around 13x after years of disappointing investors. We disagree. Despite
uneven execution across content and a disrupted distribution model, we believe Disney's flywheel
of creation, distribution, relationships, monetization and reinvestment remains intact. Streaming
profitability is inflecting, park and cruise demand remains robust, and management is showing
renewed capital discipline. At current valuations, we see an attractive opportunity to own one of the
world's most powerful media businesses.

Has the Walt Disney Company lost its magic? At a forward Price-to-Earnings multiple around 13x, it
would seem so. The company has disappointed investors for years. The fairytale outlook of content
monetization in the streaming era has failed to live up to early, elevated expectations. Combined with
management succession failures, sporadic content quality, rising costs, and the brand becoming
more politically contested — all within a competitive industry — perhaps the valuation is appropriate.
For investors, the question is whether these issues have permanently impaired Disney’s economic
engine, or whether the market’s pessimism provides an opportunity to purchase a powerful business
at an attractive price. We think the latter is true, as Disney’s unique flywheel remains in place.

The Disney Flywheel

The flywheel starts with content creation. Disney develops or acquires characters, stories, franchises
and sports rights. It then distributes the content through theatres, linear networks (traditional TV),
streaming, and other platforms. Successful content deepens consumer relationships, often across
generations, with monetization across subscriptions, advertising, licensing, merchandising, parks,
cruises and resorts. The cash flow is then reinvested into the next cycle of content and experiences.

Creation

Despite an uneven creative record in recent years, Disney still owns one of the broadest collections
of intellectual property in global media. Pixar, Marvel, Lucasfilm, 20th Century Studios, Disney
Animation, National Geographic, FX, Hulu and ESPN remain valuable assets. More importantly,
Disney continues to produce globally appealing content. In 2024, Disney was the top box office
studio worldwide and produced the top three highest grossing films — Inside Out 2, Deadpool &
Wolverine, and Moana 2. In 2025, excluding China’s Ne Zha 2, Disney once again produced the top
three films — Zootopia 2, Avatar: Fire and Ash, and Lilo & Stitch.

While the creative team overextended certain brands to fill streaming catalogues, Disney continues
to benefit from both new franchises and legacy IP. With a renewed focus on quality, investment
into new IP, and continued success of existing franchises, Disney’s creative engine remains intact.
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Distribution

This important component of Disney’s flywheel has structurally changed and continues to weigh
on sentiment. Though Disney still dominates the box office, changing consumer habits continue to
weigh on theatre attendance following COVID. Further, Disney’s linear networks and ESPN remain
under pressure from continued cord cutting.

Despite the uneven transition, Disney remains the best placed legacy media company to compete
in the streaming era. Leveraging its studios and sports assets, Disney’s bundled offerings across
Disney+, Hulu and ESPN provide a broad range of content across children’s content, general
entertainment, and sports. Over time, this should increase engagement, reduce churn, and raise
customer lifetime value, supporting improved segment profitability.

In sports, ESPN continues to aggregate large live audiences and remains attractive to advertisers.
The shift to ESPN’s direct-to-consumer offering remains a risk, particularly as competition rises
and sports rights costs soar, but the current valuation provides both a margin of safety and upside
optionality.

Relationships

At its core, Disney is a content creator. However, its unique success over more than 100 years has
been its ability to create lasting connections with customers. Many fans first encounter Disney
during childhood through films, TV shows, toys and theme parks, creating lasting memories. Old
characters are reintroduced to new generations, and franchises remain valuable over decades.

This success is not limited to children’s entertainment. Disney continues to turn characters into
multigenerational relationships across existing franchises, new characters, and acquired assets
such as Marvel, Star Wars and Avatar. Increasing political polarization, particularly in the US, has
alienated some fans and weighed on brand perception. Despite this, demand for parks, cruises and
major films suggest that Disney still owns a rare connection with consumers.

Monetization

The fourth component of Disney’s flywheel is monetization, which is a direct function of its creative
engine and customer relationships. Franchises can be monetized for decades across film extensions,
TV shows, merchandise, licensing, and experiences. Experiences are the clearest evidence of
Disney’s brand strength and pricing power. Park attendance remains strong, per capita spending
continues to grow, and new cruise launches have been met with robust demand.

At the same time, streaming is reaching a turning point. The shift to streaming weighed on
profitability just as cord cutting caused operating deleverage in the linear network cash cow.
However, streaming operating margins are expected to exceed 10% this fiscal year. As the content
strategy improves and bundle adoption rises, customer lifetime value and cash generation should
continue to improve.

Reinvestment

The last component of the flywheel is reinvestment. The model works best when cash is reinvested
at high rates of return into new content, attractions, technology, and consumer relationships. It fails
when reinvestment is undisciplined, particularly in content and sports rights.

Encouragingly, management seems focused on execution, optimizing existing assets, and improving
returns. The content strategy has returned to a focus on quality, while capital investments in parks
and cruises continue to offer attractive returns. With the launch of four cruise ships since 2022, and
with five additional ships expected by 2031, Disney continues to invest in bringing content to life.
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The planned theme park in Abu Dhabi provides another opportunity to extend Disney’s global
relationships. Itis particularly attractive because Miral will develop, build and operate the park, while
Disney oversees creative design and operational oversight. This provides a capital light opportunity
to further enhance brand monetization.

Valuation

At the current valuation, there is no need for investors to wish upon a star. At a forward Price-to-
Earnings multiple of around 13x, the valuation is undemanding for a company with Disney’s unique
IP. Execution has been uneven, but Disney’s core economic engine remains undamaged. Consensus
expects earnings per share to compound around 12% per year, from under $6 in FY2025 to over
S8 by FY2028. As streaming profitability improves and linear networks become a smaller part
of the group, earnings growth remains well supported beyond this. Under the new management
team, continued focus on product improvement, thoughtful content spend, and expanding
experiences should allow the flywheel to return to delivering high-return growth that creates value
for shareholders.
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CIS DISCLOSURES

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager
of the Boutique Collective Investments Scheme, approved in terms of the
Collective Investments Schemes Control Act, No 45 of 2002 and is a full
member of the Association for Savings and Investment SA.

Collective Investment Schemes in securities are generally medium to long
term investments. The value of participatory interests may go up or down and
past performance is not necessarily an indication of future performance. The
Manager does not guarantee the capital or the return of a portfolio. Collective
Investments are traded at ruling prices and can engage in borrowing and scrip
lending. A schedule of fees, charges and maximum commissions is available
on request. BCl reserves the right to close the portfolio to new investors and
reopen certain portfolios from time to time in order to manage them more
efficiently. Additional information, including application forms, annual or
quarterly reports can be obtained from BCI, free of charge. Performance
fees will be calculated and accrued on a daily basis based upon the daily
outperformance, in excess of the benchmark, multiplied by the share rate and
paid over to the manager monthly.

Performance figures quoted for the portfolio is from Morningstar, as at the
date of this document for a lump sum investment, using NAV-NAV with
income reinvested and do not take any upfront manager’s charge into account.
Income distributions are declared on the ex-dividend date. Actual investment
performance will differ based on the initial fees charge applicable, the actual
investment date, the date of reinvestment and dividend withholding tax.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility
for the third party named portfolio.

Although reasonable steps have been taken to ensure the validity and
accuracy of the information in this document, BCl does not accept any
responsibility for any claim, damages, loss or expense, however it arises,
out of or in connection with the information in this document, whether by
a client, investor or intermediary. This document should not be seen as an
offer to purchase any specific product and is not to be construed as advice
or guidance in any form whatsoever. Investors are encouraged to obtain
independent professional investment and taxation advice before investing

with or in any of BCl/the Manager’s products.

Income funds derive their income from interest-bearing instruments in
accordance with Section 100(2) of the Act. The vyield is a current yield and

is calculated daily.

A feeder fund is a portfolio that invests in a single portfolio of collective
investment schemes, which levies its own charges and which could resultin a

higher fee structure for the feeder fund.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial
services provider in terms of the Financial Advisory and Intermediary Services
Act 2002. All information contained in this document should not be construed,
or relied upon, as advice. If you require financial and/or investment advice,

please engage the services of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this
document are provided by Northstar as general information about the
company and its products and services. Northstar does not guarantee the
suitability or potential value of any information or particular investment
source. Any information in this document is not intended nor does it
constitute financial, tax, legal, investment, or other advice. Nothing contained
in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. Nothing contained in
any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. lllustrations, forecasts
or hypothetical data are not guaranteed and are provided for illustrative
purposes only; returns or benefits are dependent on the performance of
underlying assets or other variable market factors; there are risks involved in
buying or selling a financial product; past performances are not necessarily

indicative of future performances; and no guarantees are provided.
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DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management
(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider
under the Financial Advisory and Intermediary Services Act, 2002.
This information is not advice, as defined in the Financial Advisory and
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