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Netflix Subscriber Growth
(In thousands)
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Netflix has enjoyed rapid subscriber growth since it invented online DVD rentals.
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Netflix Distribution Network

Rapid expansion of our distribution network has
enabled us to provide quick delivery to our
dramatically growing subscriber base.
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Netflix's Revenue
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Netflix's revenue
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Fast, Free DVD Delivery in about 1 Business Day Instantly on your PC

Create your list We rush you DVDs o ::Io:e;,oﬁ;;‘cheieos %
of DVDs online from your list More added everyday

4 @o Click “Play” on your PC

QOver 85,000 Free delivery
titles S~
e
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Movies start in as little

as 30 seconds

Return a movie to get Keep each DVD
a new one from your list as long as you want

Prepaid return envelopes No late fees
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1 DVDs 2 DVDs $4.99 H 5 /N

1 DVDs JEfR $8.99 H 9 /\H%

2 DVDs JHEfR $13.99 H 14 /|\H%:

3 DVDs JEfR $16.99 =] 17 /]Ni%

4 DVDs JEfR $23.99 H 23 /[N
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1. value :

unlimited DVD rentals for $15.95/month, no late fees and free shipping
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2. convenience :

no due dates, fast home delivery and prepaid return envelope provided
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3. selection :

broadest array of titles, powerful browsing, search and personal
recommendations
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Mr. and Mrs. Smith (2005
Marriage has gotten stale farJohn and Jane
B . Smith (Brad Pitt and Angelina Jolie), a
husband and wife who don't yet know that
they share the same undercover line of wark:
M They're hoth guns for hire. Hiding their
occupations has never been a hardship for
either ofthem ... until they discover that their
next assignment involves thern targeting
each other! Can they go through with their
respective missions, or will love prevail?
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Starring: Brad Pitt, Angelina Jolie ing ¥

Other Top 25 Director: Doyg Liman unts
Genre: Action & Adventure antly i

Casino R MPAA: PG-13 & pho
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Search Results
N StartyourT

IYUur =earch for ‘tom” resulted in 1180 matches in the following categories: I

Popular Matches

Movie Match

(250) | Feopls Match

Mare maovies

Tom Cruise

Tom Hanks
EXE The Davinci Code The Terminal
Wiko Killed the Eledric Car? Catch be If¥ou Can

SEARCH FOR MOVIES

—
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85,000+ DVD Titles
200+ DVD Genres

Browse Our Selection

More movies
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EEE Lions for Lambs Callateral Mew Releases
Action & Adventure
Mission: Impassiblg [l War of the Waorlds Anime & Animation
More movies Blu-ray
Children & Farnil
Classics
SHE Tom Johes - . ———
W (1053 e ORKRI Cormedy
i - Dacurnentary
[l Based on Henry Fielding's novel, this four-tirme Cscarwinner {ncluding Best Picture) Drarma
m also scores points for outrageous comedy. Orphaned as an infant and adopted by Squire = o
Allworthy (George Devingd, ... Read Mare Faith & Bpirituali
Fareign
Lay &Lespian
Tom Kenny 2; [‘?‘VIE)ESD'an
LECCN Meetthe Rohinsons LCEN  Superman Doomsday Harrar
Futurarna the Maovie: Farnily Guy: Vol 5: Season & (3-Disc
LULTEMa e MOVE. Independent
m Bender's Big Scare m Series) WMusic & Musicals

Romance
Sri-Fi & Fantasw

Search Results
FREE TRIAL

I‘r’our search for ‘drama’ resulted in 225 matches in the following categaries: I

| Movie Matche

Children & Familv. Family Dramas
Children & Family: Teen Dramas
Classics: Classic Dramas

Drama: Aftican-American Dramas
Drama: Courtroom Dramas

Drama: Crime Dramas

Drama: Cult Dramas

Drama: Dramas - Based on Real Life
Drama: Dramas - Based on the Book

l_I SEARCH FOR MOVIES
o -

85,000+ DVD Titles
200+ DVD Genres

Browse Our Selection
Mew Releases

Action & Adventure
Anime & Animation
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Drama: Foreign Dramas Ellu.-ray .
Crara: Friendship Dramas Children & Family
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MORE ACTION & ADVENTURE

LOTR: Fellowship of
the Ring: Extended
Ed. (2001}

LOTR: Return afthe P13 L S & & &

King: Extended Ed.
(2003)

LOTR: The Two P13 f‘f‘***

Towers: Extended Ed.
(20023

Gladiator: Extended R *‘*‘**i

Edition {2000}

Lord ofthe Rings: P&-13 2 4 & &
The Return ofthe

King {2003}

Lord ofthe Rings: P13 f‘f‘**f
The Two Tawers

(20023

Eaiders afthe Lost Fi3 *‘*‘**i
Ark (1981)

Indiana.Jones and

the Raiders ofthe

Lost Ark
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DVD rentals!

FREE Netflix Trial!
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2. What is NetFlix’s long-run objective? How does NetFlix plan to achieve its long-run

objective? How would you assess NetFlix’s performance to date?

3. Why does McCarthy use a subscriber model to forecast NetFlix’s future cash flow
requirements? What are the basic elements of a subscriber model?

4. Construct an annual subscriber model for NetFlix that can be used to forecast the expected
cash flows for a new subscriber over the next five years. What is the value of a new
NetFlix subscriber?  (Assume a discount rate of 20%.) Based on your analysis, should
NetFlix be acquiring new subscribers?

5. Assuming that NetFlix does not change its current business model, what is the value of
NetFlix.com? What changes, if any, would you suggest be made to its existing business
model? What are the value implications of these changes?

6. NetFlix’sbusiness model 1T & /&2 45 75 FH ?



