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M7 buy preps Canal+ for global OTT clash
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With a fast-growing international arm and after more than three years of a major transformation that saw €450 million taken off 
the books, the CANAL+ Group is striking back against consolidating peers and over-the-top challengers, buying the only direct-
to-home operator with scale in the region behind Comcast Corp.'s Sky Europe. 

Canal+ is paying private equity firm Astorg €1 billion to acquire satellite pay TV and free-to-air operator M7 Group SA. The 
value per retail customer paid by Canal+ based on the implied value was €333.33, compared to the last Western Europe pay 
DTH acquisition, which saw Comcast pay Sky £841.75 per customer in 2018. 

Canal+, present in 25 primarily French-speaking markets Africa, in France's overseas territories, Vietnam and Myanmar, 
extends its European presence beyond France, Poland and Switzerland to include Austria, Germany, Belgium, the Netherlands, 
the Czech Republic, Slovakia, Hungary and Romania. 
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Traditional pay TV is only part of the growth road map for Canal+ as it prepares to take its France-based MyCanal OTT 
platform global, initially via its Asian and African territories by 2020. 

M7 shores up Canal+'s distribution network and establishes a larger launch pad for its global OTT plans while establishing a 
wider market to sell its content. Canal+ owns several European production companies, the 6,000-title Canal Studio library and 
Création Originale. Furthermore, Canal+ will reinforce its technology infrastructure ownership via the M7 Platform Services unit, 
with comprehensive distribution capabilities for DTH, cable, IPTV and OTT. 

Maxime Saada, the CEO of Canal+ Group, noted that scaling up through M7 affords the company the ability to pay off its €3 
billion in content investments. With an existing reported base of 16.2 million individual subscriptions, Canal+ will approach 20 
million subscribers with the deal, providing what Saada described as "a critical mass that allows us to play sustainably against 
these actors [Netflix Inc., et al.]." 

The move is positive given the disputes in recent attempted European ventures with Mediaset SpA and Telecom Italia SpA to 
create a content and OTT powerhouse in southern Europe and amid heightened competition from OTT players such as Netflix 
and consolidating groups such as Altice Europe. 

Canal+ recovery: appetite for global scale 

M7's 3 million subscriber base consists of 2.1 million pay TV customers, with 800,000 paying a basic service fee at a much 
lower average revenue per user to access mostly national channels in HD or because they cannot receive them via terrestrial 
broadcasts. M7 turned over more than €400 million in annual revenue with a 20% profit margin. That compares to Canal+ 
Group's €5.17 billion in revenue for 2018 with a much lower EBITDA margin of 7.7%. At the end of 2017, Reuters reported 
€570 million in debt for M7 following a loan refinancing agreement with Deutsche Bank and a dividend payment to departing 
shareholders. 

Over the five years to end-2018, Canal+'s international base grew by 78.0% to 7.8 million and 12.7% in the latest full year. 
Conversely, in France, pay TV subscriptions have declined by 22.3% since 2013, ending 2018 with 4.7 million. It also counts 
3.1 million customers from wholesale partnerships — with Iliad's Free, Orange and Bouygues Telecom — and 591,000 
collective customers. 

Canal+ Group's revenues slipped by 0.3% in 2018, compared to a 0.3% gain in 2017. The revenue decline is slowing in 
France, with Vivendi SA noting that despite the drop, the premium Canal+ channel's individual subscriber base grew by 
251,000 in the year. Flexible offers have created a "sustainable business model" and improved consumer satisfaction, with 
churn rates down as new subscribers opt for discounted two-year contracts. Canal's updated offers saw more than 95% of 
subscribers opt for 24-month contracts, playing a critical role in its recovery. 
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Canal+ paid a relatively low multiple on the M7 deal, especially given the consolidating environment. The price is likely taking 
into account M7's 3.7% slide in revenues in 2017, compared to 8.0% growth in 2016, and that many of the markets Canal+ will 
operate in are experiencing declines in satellite distribution. 
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The foothold in several new markets including Germany — Western Europe's largest satellite market and with a recently 
launched pay DTH offer — provides an upside despite the investment in a declining platform, as households increasingly 
switch to OTT and fixed networks for TV. 

 

Powered by S&P Global | Page 5 of 7

Li
ce

ns
ed

 to
 m

oh
am

m
ed

.h
am

za
@

sp
gl

ob
al

.c
om



 

The acquisition includes UPC operations that M7 was in the process of acquiring from Liberty Global PLC for €180 million in 
December 2018 in the Czech Republic, Slovakia, Hungary and Romania. Vodafone Group PLC acquired Liberty Global's cable 
assets in central and Eastern Europe. M7, pre-UPC, operated in Austria, Belgium, the Netherlands, the Czech Republic and 
Slovakia — and more recently, in Germany. M7 also generates income from packaging TV for cable and IPTV services 
including TV licensing across all distribution platforms and a suite of wholesale TV products. 

In Eastern Europe, M7 Group's Skylink is a successful satellite operator acting on a partially free-to-air basis in the Czech 
Republic and Slovakia. Counting only paying subscribers, Skylink in 2018 led the DTH operator field in the Czech Republic and 
was second in Slovakia. Since 2006, Skylink has built a strong proposition in both markets by delivering high-quality, free-to-air 
services to set-top boxes and then upselling to pay TV much in the same way M7's other operations have. In Belgium and the 
Netherlands, M7 also offers internet and telephony packages bundled with the TV offer. 

With 11 adjoining markets from France across to Poland and down to Romania, Vivendi can benefit from additional synergies. 
In total, Canal+ will now serve nearly 3.6 million subscribers and have access to 4.5 million households in five Eastern 
European markets. 

Canal+'s owner, Vivendi, remains determined to make forays into Southern Europe and primarily in Africa, where it has 
expansion aims in one of the region's largest markets, Ethiopia. 

Building a scalable OTT platform 

With the demise of Canalplay, a new OTT strategy has emerged on the back of the myCanal portal launch in 2013. Canal+ has 
since plowed €100 million in developing MyCanal, which offers live access to all six Canal+ premium channels, 140 thematic 
channels, as well as live programming and a 15,000-title Canal VOD catalog, a TV guide and the Eureka recommendation 
engine. MyCanal is a single subscription and point of entry for all devices and to all Canal+ content and services, live or on-
demand. 

Complementing MyCanal and boosting its OTT distribution and challenge to Netflix, it launched OTT SVOD service Canal+ 
Séries in March 2019. The service carries original series and internationally acquired content from Showtime and FX for €6.99 
a month. Canal+ Séries, which launched with 150 series, is also accessible via MyCanal and will be made available on other 
pay TV platforms. 

The MyCanal app has proved popular with users, according to Vivendi. It noted in its 2018 annual report that it was ranked as 
France's top online TV and video service, garnering 1.6 million unique visitors a day on average with more than 50 million 
hours of video viewed each month. 

MyCanal is set for international expansion as the group prepares to introduce the service initially across its Asian and African 
territories by 2020. Ultimately Canal+ is employing Netflix's OTT service strategy of building a subscriber base in new territories 
without the need for local operations. Sky has done the same with OTT offers launched in Spain and Switzerland, both 
countries where it does not operate a traditional distribution network. 
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Global Multichannel is a service of Kagan, a group within S&P Global Market Intelligence's TMT offering. 
 

This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed 
division of S&P Global.
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