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BUDGETS KEY AS CONSUMERS LIMIT EXPOSURE
  Subscription services boomed during the pandemic by 
offering wary shoppers a convenient way to keep their 
cupboards stocked, or in the case of meal-kit subscriptions, 
the ability to recreate restaurant-quality meals at home while 
many stores and restaurants were closed, Forbes says.
  Now, with in-person shopping opening up and inflation 
skyrocketing to levels not seen since the 1980s, consumers 
are looking closely at their monthly expenses and 
reconsidering subscriptions that they signed up for when 
times were different.
  By the end of 2021, the average U.S. consumer had five 
retail subscriptions, up from fewer than two in 2020 before 
the pandemic hit, according to Pyments.com, a website 
that tracks e-commerce and payment methods.
  Overall consumers were spending an average of $38 per 
subscription, adding up to just under $200 per month to keep 
subscriptions coming.
  Looking ahead, Kearney Consumer Institute sees a steep 
decline in the subscription market to come, predicting a 
subscription apocalypse on the horizon. The Kearney survey 
found more than half of subscribers wanted to reduce their 
subscription exposure to about $50 per 
month. Overall 40% of the consumers 
think they have too many subscriptions.
  If consumers cut back as expected, 
that could effectively put the retail 
subscription business back to where it 
was before the pandemic.
  Subscription services have long 
struggled with churn. A 2018 study 
by McKinsey found that one-third 
of consumers who signed up for a subscription service 
canceled in less than three months, and over half canceled 
within six.
  Maybe over the last two years, subscribers hung around 
longer, but consumers are going to apply a new calculus 
when it comes to subscriptions going forward. “Subscriptions 
are built on the premise that consumers will always need 
fresh food or clothing or whatever,” said Greg Portell, lead 
partner at Kearney.
  “In a highly inflationary world, they are going to have to 
cut their budgets somewhere so those automatic purchases 
are not so automatic anymore and become much more 
discretionary,” he continued.
  In the current environment, subscription retailers are more 
vulnerable than traditional retailers that have the flexibility to 
change their product mix and offer lower-priced selections. 
Subscription businesses are stuck.
  “Other retailers have room to maneuver in response to 
income pressures, but the last thing a subscription business 
wants is to lower its revenue per subscriber,” Portell 
explained. “But you won’t see consumers trading down 
from one subscription service to another. You’ll see them 
eliminating subscriptions altogether.”

IS THERE A SUBSCRIPTION SERVICE DECLINE AHEAD?
ADVERTISER NEWS
  Best Buy is going after shoppers looking for a bargain. The 
retailer will open four outlet stores this summer and fall, in 
Chicago, Houston, Phoenix, and Manassas, Va. The open-
ings are part of Best Buy’s plan to double its outlet store 
count during the next year, expanding from its current 16 lo-
cations to 32. The upcoming Chicago, Phoenix, and Manas-
sas outlets will be remodels of existing Best Buy stores, while 
the current Houston outlet will move to a new location that’s 
three times bigger… Five Below is expanding into the out-
let channel. The tween and teen extreme-value retailer will 
open its first store in an outlet center at Outlets of Missis-
sippi in Pearl, Miss. The 8,881-square-foot outpost will open 
its doors this summer. At 350,000 square feet, the Outlets of 
Mississippi is the state’s largest outlet shopping destination. 
It is located minutes from the capital city of Jackson… Mon-
delez International said yesterday it plans to sell its chew-
ing gum business, including brands Trident and Dentyne, in 
developed markets, as well as its Halls cough drop brand, 
as the company focuses on chocolates and snacks. The 
Cadbury maker, which will keep its gum brands in emerg-
ing markets, said it was reshaping its product line with the 

aim of generating 90% of revenue from 
chocolates and cookies… Circle K has 
teamed up with PepsiCo to release Mtn 
Dew Purple Thunder, a new beverage 
that combines blackberry and plum fla-
vors. Mtn Dew Purple Thunder, avail-
able only at Circle K locations, is avail-
able in both 20-ounce bottles and as a 
fountain drink… After years of dealer 
desire, Volkswagen Group yesterday 

confirmed that it will launch a U.S.-based Scout sub-brand 
for an all-new “rugged” electric pickup and SUV that will be 
on a new platform and unlike anything else in the German 
automaker’s massive global portfolio. VW Group will build 
a “separate, independent company” to resurrect the Scout 
name, which it acquired last year as part of its heavy-truck 
subsidiary’s purchase of Navistar… The North Face has 
signed new partners for the relaunch of its Renewed resale 
program, with plans to build on a business segment that has 
grown annually since it was launched online in 2018. The 
outdoor apparel and gear brand has teamed with Tersus to 
handle the logistics involved in getting used products ready 
for resale or recycling… Meanwhile, outdoor gear retailer 
REI Co-op is investing in its used gear business to reach 
new customers. REI grew sales 36% YoY to a total $3.7 bil-
lion in 2021. The co-op model retailer also added 1.4 million 
members in the year, to a total of 21 million. The used gear 
and apparel business, dubbed Re/Supply, did well: used 
gear sales grew 86% last year vs. 2020… Apple will no lon-
ger sell iPod models once existing iPod Touch supplies run 
out, marking the end of the dedicated music device line it 
began more than 20 years ago. Music-focused services are 
now available on iPads, HomePod Minis and iPhones.
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DPI: ONLINE INFLATION GROWTH EASES IN APRIL
  April 2022 marked the 23rd straight month online prices 
rose on a year-over-year basis — but there is a silver lining.
  According to the latest Adobe Digital Price Index (DPI), 
online prices increased 2.9% YoY, down from the record 
3.6% YoY increase in March, a decrease of 0.5% month-
over-month (MoM). While this marks the 23rd consecutive 
month of online inflation growth YoY, Adobe DPI analysis 
indicates April shows early signs of online price increases 
beginning to slow.
  Over half of the categories tracked by the DPI (10 out of 18) 
saw MoM price decreases in April. Prices for electronics were 

down 5.2% YoY (down 0.9% MoM), a 
record YoY low for the category recorded 
by Adobe over the last 12 months.
  Prices for apparel increased 12.3% 
YoY, while falling 1.7% MoM. Although 
this is the highest YoY increase of any 
category tracked by the Adobe DPI, it is 
down from recent highs (February 2022 
at 16.7% YoY and March 2022 at 16.3% 
YoY).
  Online grocery prices rose 10.3% YoY 
(up 1.3% MoM); as well as pet products, 
which rose 8% YoY (up 0.9% MoM). 
These were record YoY highs for both 

categories. 

KAGAN: FEW DIRECTV SUBS BUY NFL PACKAGE
  Only 23% of DirecTV customers polled by S&P Kagan 
acknowledge paying for the satellite TV company’s 
exclusively licensed NFL Sunday Ticket add-on package. 
  The survey data, first published by paywalled news site 
Axios, offers insight as to why DirecTV, which has licensed 
the Sunday Ticket out-of-market games package from the 
NFL since 1994 and currently pays $1 billion a season for it, 
will not seek to renew the agreement when it expires after 
this upcoming pro football season. 
  It was reported late last month that Apple is close to 
licensing NFL Sunday Ticket, paying as much as $2.5 billion 
a year.
  According to the S&P Kagan data, 16% of DirecTV 
customers said they also subscribe to NFL Sunday Ticket but 
get it free through promotional discounting. Seven percent 
said they were unsure if they had the add-on programming 
bundle. 
  DirecTV was spun off from AT&T last year and had a 
reported 14.6 million remaining subs across its satellite- and 
IP-based services at the end of 2021.

COMSCORE REDUCES Q1 NET LOSS TO $9.3M
  Comscore cut its losses in the first quarter as its TV 
measurement business grew.
  The company said its Q1 net loss was $9.3 million vs. a $36 
million loss a year ago.
  Revenues increased 4% to $94 million from $90.3 million 
a year ago. Revenues from cross platform solutions rose 
9.5% to $40.8 million. That includes $6.8 million in revenue 
from Comscore’s movie business, which is down from $8.2 
million a year ago.
  The company’s digital ad solutions generated $53.1 million 
in revenue, up 0.2%.
  Comscore affirmed its guidance that revenue will increase 
by mid- to high-single digits for 2022.
  Comscore noted that the Media Rating Council audit of its 
local and national TV measurement products is underway.Thursday, May 12, 2022

HUB: NO DECLINE IN SUBSCRIPTION STREAMING
  Subscription streaming is still a viable business, albeit one 
that is facing some saturation issues in its biggest market. 
  The percentage of U.S. consumers subscribing to at 
least one subscription video-on-demand (SVOD) service 
is up 12% since the end of 2020, according to new data 
published by Hub Entertainment Research.
  And while the proportion of U.S. consumers subscribing to 
Netflix began to flatten out toward the second half of 2021 
in Hub’s findings, Netflix penetration is still 9 points higher 
in 2022 than at the start of 2021.
  Half of U.S. consumers now subscribe to one of the “Big 
Five” SVOD services: Netflix, Amazon 
Prime Video, Hulu, Disney+ and HBO 
Max. That’s up 10% since the end of 
2020 as well.
•  Meanwhile, U.S. subscriptions to 
linear pay-TV were down 5% since the 
end of 2020, but vMVPD penetration 
ticked up 5%. The percentage of 
American consumers using ad-supported 
services was up 10 points to 60%. 
  Overall, Americans report using far more 
video “sources” than ever, combining 
over-the-air antenna, pay-TV, SVOD 
and AVOD platforms. On average, U.S. 
consumers are tapping 7.4 video sources vs. just 5.7 at the 
end of 2020, according to Hub.

REPORT: NETFLIX WITH ADS COULD COME IN ’22
  Top Netflix managers have told staff that their plan is to 
now debut an ad-supported tier in the final three months 
of 2022, a marked acceleration over the “next year or two” 
timeline publicly described in April. 
  According to The New York Times, which cites two internal 
sources, the streaming company also in the same memo 
outlined plans to begin its much-discussed crackdown on 
password sharers in Q4 as well. 
  Netflix revenue growth, which had exceeded 20% during 
the pandemic, had slowed to under 10%. 
  With a return to growth in mind, Netflix CEO Reed Hastings 
declared a reverse-course on his company’s long dogmatic 
refusal to embrace a lower-priced tier partially supported 
by advertising.
  Netflix currently prices its most popular tier in the U.S. and 
Canada at $15.49 a month after a January price increase.

THIS AND THAT
  Through a deal with Warner Bros., The Roku Channel 
is now offering both the ad-supported and ad-free versions 
of discovery+. The channel receives revenue from 
advertising on its ample ad-supported content offerings, but 
had not to date offered a paid, ad-supported subscription 
option through premium subscriptions. Roku already offers 
discovery+ as a stand-alone app in its regular store... 
Verizon, AT&T and Frontier Communications are 
among the 20 broadband providers that have agreed to 
provide low-income households with $30 monthly service 
by lowering their prices and increasing speeds, the White 
House says. The program is aimed largely at promoting 
existing efforts.

S&P Kagan survey

Only 23% of DirecTV
customers say they pay for 
the company’s exclusively 

licensed NFL Sunday Ticket 
add-on package.


