
The Walt Disney Co (DIS) 

An expanded array of narrative characters and creative content on the one hand and building additional 
properties on the other is keeping Disney’s brands and franchises moving in the right direction. The 
company built “Star Wars” – themed lands at its original Disneyland in Anaheim, California, and Disney 
Hollywood Studios in Orlando, Florida, in one of the largest expansions in its history. 

Third-quarter earnings rose 11% to $2.5 billion or up 13% to $1.45 per diluted share. Revenue rose 5% to 
$13.1 billion following the acquisition in 2002 of Marvel Entertainment LLC and ongoing TV rights 
contracts with Netflix Inc (NVLX). The latter competes with Hulu LLC, another over-the-top broadcast 
networking firm owned by Disney, media giant NBCUniversal Inc (CMCSA) and film and cable TV 
operator Fox Entertainment Group Inc (FOX). 

The cable segment of the broadcast networking industry is most questioned as growing fast in future as 
more users continue to turn to Internet-based television and services. Disney expects only “mid-single” 
digits growth in cable networks profits for fiscal 2016 – down from its previous forecasts of “high-single” 
digits. Meanwhile in the third quarter, revenue at its international operations fell as attendance at Hong 
Kong Disneyland Resort dropped.  

The company also manages Disneyland Paris and Shanghai Disney Resort. It licenses the operations of 
Tokyo Disneyland Resort in Japan. Its website offers narrative stories and games to play in more than 
thirty foreign languages, as well as internship and scholarship programs. Hotel rooms and resort tickets 
are booked online as well. 

In the video games industry, that is expected to reach more than $100 billion this year, Disney reported 
interactive revenues down by $58 million to $208 million for the quarter, including sales of consoles 
games. The introduction of “Disney Infinity 3.0” in 2013 helped the company’s interactive division to 
become profitable for the first time in six years, though sales of the series slipped after the brand-busting 
launch. 

In 2014 alone, the U.S. video game industry’s value added to the nation’s GDP was more than $62 billion, 
according to the Entertainment Software Association. The U.S. game industry directly employed 42,000 
people in 2014.  

The industry worldwide is divided into mobile games, video games consoles, handheld video games, and 
PC games – the consoles bringing in the largest net. Gaming is in an advanced phase of digitization. 
Between May 2012 and May 2013 both hardware and software sales lost 31% of their worth. Furthermore, 
online shopping was more preferred, while sales revenue generated by physical retail channels contracted 
by 25% from $517 million to $386 million. 

Hardware and software are popular Christmas gifts and along with the other gaming types make for some 
20% of total annual sales. Moreover, the holiday season starts as early as October. Two clear-cut concepts 
are now striving up the gaming market to its height -- i.e. the switch to mobile and the gender users’ 
factor, whereby 44% of women are playing video games compared to the same group’s earlier 38%. 

Disney Studio Entertainment revenues increased 13% to $2 billion. The unit released several hits that 
were in theaters during the quarter, including Marvel's Avengers: Age of Ultron and Cinderella. Consumer 
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Products revenues jumped 6% to $954 million. In addition to Star Wars, Disney continues to benefit from 
robust sales of merchandise based on the animated mega-hit Frozen. 

Disney would like to become the sole distributor of Marvel's stories in the future, including Pixar 
Animation Studio’s products and many action-hero characters that are not widely known but might reach 
out the forefront in movies or TV shows. Marvel’s top productions have so far included Spider-Man, X-
Men, The Fantastic Four and The Incredible Hulk. 

Disney has been holding deals with Paramount Pictures Corp and Sony Pictures Entertainment Inc (SNE) 
as well. In summer 2008, Iron Man blockbuster earned just under $100 million over three days, the second-
best non-sequel opening ever. Iron Man was the first Marvel movie to be fully financed and produced by 
the comic book company. 

For its fourth quarter analysts expect earnings of $1.17 to $1.13 per share on revenue of $13.50 billion. 
The company’s average stock price analyst estimate is $95.36. Shares of Disney are up +8.80% to date and 
+12.86% in the past 12 months, compared to the Fortune 500 index that is down -2.07% to date and up 
+1.66% in the past 12 months.  

Revenue from the “parks and resorts” unit climbed 4% to $4.1 billion in the third quarter. With domestic 
visitors spending more per person, the unit's operating income rose 9%. "Guest spending growth was due 
to higher food, beverage, and merchandise spending, increases in average ticket prices at our cruise line 
and Disneyland Resort and higher average hotel room rates," media quoted chief executive Robert Igera.   

Many investors gain diversified exposure to Disney by investing in the Consumer Discretionary Select 
Sector SPDR ETF (XLY), which holds 7.3% of the stock. 

Star Wars Toys 

Disney’s profit outlook is much dependent on upcoming ticket sales for the new Star Wars film to open in 
theatres on December 18. The company based in Burbank, California, is to begin selling space-adventure 
toys, many in costumes, on September 4. Also gaining rights to sell toys are Sony Corp (SNE), Electronic 
Arts Inc (EA), Microsoft Corp (MSFT), Jakks Pacific Inc (JAKK), Hasbro Inc (HAS), and Nintendo Co Ltd 
(NTDOY).  

Meanwhile to avoid losses, Disney may shift from cable networking to focus on digital gaming and its 
other segments. A similar move worked out fine at Tokyo-based Sony where gaming ended its financial 
woes in six of past seven years as the technology conglomerate cut down on phones and other consumer 
electronics.  

The gaming industry’s retail sales in the U.S. will increase 6.2% to $19.9 billion this year, the NPD Group 
Inc said. Gaming revenue will jump by 5.4% annually on average between 2015 and 2019, according to 
PricewaterhouseCoopers LLP. Companies like Wal-Mart Stores Inc (WMT), private Toys “R” Us Inc, and 
Target Corp (TGT) will again host midnight retail events.  

Hasbro, a toy maker licensed by Disney, could double its revenue from action figures and hero aircraft to 
$415 million this year. Supermarket chain Target said overall toy sales rose 12% in the second quarter 
through July and a wider stream is still in the wings, coming Christmas too. 
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Jakks Pacific is licensed to make 18-inch to 28-inch dolls that are called “big figs.” They retail for $20 to 
$100. 

The interactive sci-fi universe includes characters from all time periods since George Lucas first created 
the film: Luke Skywalker, Yoda, Darth Vader, Anakin Skywalker, the Good Dinosaur, rabbit police rep 
Judy Hopps, popsicle-wielding fox Nick Wilde, multiplayer Battlegrounds, soldier Finn, and scavenger 
Rey.  

Star Wars veteran creator Lawrence Kasdan is teaming with son Jon to write a stand-alone film about a 
young Han Solo, the company said at the D23 Expo in August. The film is to be directed by The Lego 
Movie team of Christopher Miller and Phil Lord. The Untitled Han Solo Project is slated for release May 
2018. 

In a historical recap perspective, Star Wars products generated $2.2 billion in retail sales worldwide in 
2013, according to the Licensing Letter. This time around Walt Disney’s marketing coverage will be 
reaching adults as well via YouTube and the ABC broadcast network.  

Parks & Resorts 

A new Starbucks location, known as the Trolley Car Cafe, opened at Disney's Hollywood Studios in 
February along Hollywood Boulevard. A fourth and final Starbucks opened in June at Disney's Animal 
Kingdom in the former location of Creature Comforts. 

New fast-pass fireworks viewing areas and extra seating opened in February at Magic Kingdom. In the 
day, it's a nice place to sit down, rest and let children burn off some energy. At night, there is room to 
stretch out and eat, while most people wait for the fireworks as well. 

A new interactive queue opened in January at Peter Pan's Flight, one of the most popular rides in all of 
Magic Kingdom. The queue takes guests through the Darling home, as Mr. and Mrs. Darling get ready 
for a night out! Tinker Bell makes an appearance as does the Darlings' beloved dog, Nana. 

Disney’s Polynesian villas and bungalows featured the first phase of renewed club property with very cool, 
on-the-water accommodations that opened in April. Another spectacular addition to the resort is the famed 
Lava Pool, reemerging from massive refurbishment with a larger deck and seating area, and a new 
volcano, hot tub and amazing children's water play area. 

A boathouse restaurant is brought in to the landing at Downtown Disney. It has three bars - Captain’s row 
bar, Admiral’s club and the Dock bar, which is built over the water. There is also live music and romantic 
guided tours with champagne toasts and chocolate-covered strawberries. 

The Orlando Eye, a 400-foot observation wheel at the new I-Drive 360 complex, opened in May. The Eye 
offers 360-degree views of Orlando and beyond — on clear days, all the way to the Kennedy Space Center. 
These air-conditioned capsules hold 15 to 20 people. Tickets are offered combined with Madam Tussaud's 
museum and the Sealife Aquarium, which opened along with it. 

At 14 acres, Star Wars land will be the largest property at Disney World. It will transport guests to a 
never-before-seen planet, with two new attractions based around a secret mission aboard the Millennium 
Flacon and an epic Star Wars battle. Toy Story Mania is also expected to get a third roller-riding track 
some time in 2016. 
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