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About Genie Capital Ltd

Genie Capital Ltd (Genie Capital) is an IP origination and stewardship company based in Buea,
Cameroon. Genie Capital Ltd is the originator and steward of novel mathematical formalisms,
including Commitment Mathematics, Recursion Mathematics (formerly Loop Theory),
Transcendental Mathematics and derivative works. While the bulk of the work is available under the
CC-BY-NC-SA license, some derivations are kept proprietary.

Licensable Protocols

1. Genie Credit Protocol: a data-agnostic protocol that enables digital platforms to underwrite
and manage the credit lifecycle on their own terms, profitably serving the unbanked and
underbanked with confidence.

2. Strategic Foresight Protocol: a strategic thinking, diagnostic, decisioning, control and
governance language and methodology for boards and executives. Strategize and execute
without gaps.

In addition to IP origination and stewardship, Genie Capital uses its frameworks to diagnose
structural fragilities in global, national and corporate systems and make them publicly available
under the CC-BY-NC-SA license to enhance the public's understanding and push informed debates.
Every report is made by synthesizing only publicly available information through the lens of specific
frameworks.

Independence. Genie Capital is not an advisory firm, not an investment firm, and not a
lobbyist. It holds no position in any of the entities mentioned in the report. Neither do any
of its customers, as at the date of publication. This does not exclude them becoming

licensees or partners.
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Executive Summary

Netflix is not in trouble because it made a bad content bet. It is in trouble because it occupies two
incompatible positions in the value chain at the same time, and the conflict between those positions

has destroyed its credibility with the suppliers it depends on.

Netflix began as an Aggregator, a business that controls demand and optimizes access and selection.
It won that war decisively. Then, in 2013, it moved into original production. That move made it a
Producer as well as an Aggregator. In doing so, it became a direct competitor to the studios that

supplied it.

The consequence was predictable and predicted. The studios retaliated by withholding content and
launching their own direct-to-consumer services. That retaliation fragmented the streaming market,
forced subscribers into multiple subscriptions, and broke the single most valuable promise Netflix

ever made: that everything would be in one place.

Netflix did not cause the subscriber rupture directly. It caused it indirectly, by rupturing its
relationship with studios first. That is a two-step causal chain that conventional strategy tools cannot
represent, because they examine companies as single-position competitors rather than as occupants

of multiple value-chain layers.

Link 2

2013 Link 1 2019-2023
Netflix becomes Studio relationship g @ Studios withhold content e
a Producer breaks and launch own services

Subscriber
relationship regresses

One chain, two links:
Investor pressure for a growth narrative not two independent events.

(the relationship that can never deepen)

Figure 1. The two-link causal chain at the heart of the diagnosis.

Three relationships matter: with studios, with subscribers, and with investors. Each is in a different
condition. The studio relationship has already broken. The subscriber relationship has regressed to a
shallow transactional state with only brand loyalty remaining. The investor relationship was always
purely transactional and never developed into anything more. That is precisely why it is dangerous: a
company optimizing for a relationship that can never deepen will hollow out every other relationship
to feed it.
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The acquisition of InterPositive, Ben Affleck's Al production company, for $587 million in March 2026,
is the key that makes the recommended path viable. It is a Platform-layer asset. It only generates
value if Netflix becomes a Platform, selling production infrastructure to the studios it currently

competes with. In every other scenario, it is dead capital.

Four futures are possible. Only one restores structural health and scale. The recommendation is to
split off the studio, return the core business to neutral aggregation, and commercialize InterPositive
as a Platform service for third-party studios. Every other path either wastes the acquisition, shrinks

the company permanently, or leads to slow irrelevance.

The recommendation in one line. Split off the studio, return to neutral aggregation, and

turn InterPositive into a Platform business for the studios Netflix no longer competes with.
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1. Historical Background

The story of Netflix is the story of a company that won one game and then, in the middle of winning

it, started playing another.

House of Cards

Netflix founded Netflix becomes HBO Max, Password
DVD-by-mail a Producer Peacock crackdown
Streaming Disney+, Ad tier InterPositive
launches Apple TV+ acquired
($587M)

|
AGGREGATOR AGGREGATOR + PRODUCER

Figure 2. Netflix timeline, 1997-2026. Green marks Aggregator-only years, red the hybrid years.

1.1 The DVD Era (1997—-2006)
Netflix was founded in 1997 by Reed Hastings and Marc Randolph. The founding insight was

straightforward: DVDs were cheap to mail, and rental stores made their money on late fees, which

customers hated. Netflix offered unlimited rentals by mail for a flat monthly fee, with no late fees.

This was a pure Aggregator play. Netflix controlled demand: it owned the customer relationship and
the subscription. It optimized two variables: access (mail delivery, no store visit, no late fees) and
selection (a catalog that eventually exceeded 70,000 titles, far more than any physical store could

carry).

Critically, Netflix was not in conflict with studios. It bought DVDs from them at wholesale. Studios
saw Netflix as an additional revenue channel for catalog titles. There was no competition, no conflict

of interest, no reason to withhold supply.

In 2000, Netflix offered itself to Blockbuster for $50 million. Blockbuster's CEO declined, reportedly
amused. Blockbuster's counter-strategy, Total Access, was a distribution play, not a content play. It

could not withhold supply. It lost.

1.2 The Streaming Transition (2007—2012)

Hastings understood that DVDs were a transitional technology. In January 2007, Netflix launched

streaming ("Watch Now") with roughly 1,000 titles.
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The initial library was a fraction of the DVD catalog, but the strategic logic was identical. Netflix
remained an Aggregator. It licensed content from studios, who continued to see Netflix as
incremental revenue. It expanded onto game consoles, smart TVs, and mobile devices, making access

effortless. It launched internationally, beginning with Canada in 2010.
During this period, Netflix's relationships evolved differently with different parties.

With studios, the relationship moved from purely transactional to relational. Multi-year licensing
deals were signed. Exclusivity windows were negotiated. Studios began to depend on Netflix for a

growing share of their distribution revenue. Trust accumulated.

With subscribers, the relationship deepened much faster. The subscription habit formed quickly.
Binge-watching emerged as a behavioral pattern. Netflix became the default entertainment option in
many households. By the end of this period, the relationship had reached a state of deep integration:

Netflix was not one of several options, it was the option.

1.3 The Original Content Decision (2013)

In February 2013, Netflix released all thirteen episodes of House of Cards simultaneously. The

reported cost was approximately $100 million for a two-season commitment.
This is the inflection point. Everything before it was distribution. Everything after it was production.

The reasoning at the time was defensive. Netflix's licensing costs were rising. Studios were beginning
to recognize Netflix's growing power and were raising prices. Starz ended its agreement with Netflix
in 2012. Netflix concluded it needed owned content to reduce its dependence on suppliers who
could raise prices or withdraw supply.

The financial logic was also sound in isolation. Originals carried higher margins, were exclusive, and
could not be licensed away by competitors. They also supported subscriber growth, which was the

metric investors cared about most.

But the strategic logic was different from the financial logic, and this distinction was not examined.
By becoming a Producer, Netflix became a competitor to its own suppliers. It was now bidding for the
same talent, the same intellectual property, and the same viewer attention. More fundamentally, it
was now in a position where it could favor its own content over licensed content in

recommendations, promotion, and placement.

The studios noticed.

1.4 The Retaliation and the Streaming Wars (2019—2023)

The studios' response was slow but decisive. Disney launched Disney+ in November 2019, the same
month as Apple TV+. WarnerMedia launched HBO Max in May 2020. NBCUniversal launched Peacock
in July 2020. Paramount launched Paramount+ in March 2021.
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Each of these services pulled content off Netflix. Disney removed its films. Warner removed Friends,
and NBCUniversal removed The Office, two of the most-watched titles on Netflix. The catalogs that

had made Netflix's selection promise credible were systematically withdrawn.

The consequence for subscribers was direct and material. Where once one subscription gave access
to nearly everything, now five or six were required. The single most valuable element of Netflix's
value proposition, access to everything in one place, was destroyed not by Netflix's actions but by

the studios' response to Netflix's actions.

The causal chain conventional analysis misses. Netflix's move into production caused the
studio relationship to break. The studio relationship breaking caused the subscriber

relationship to degrade. It is one chain with two links, not two independent events.

1.5 The Current Period (2024—2026)

Netflix has spent the last three years attempting to manage the consequences rather than address

the cause.

It introduced an advertising-supported tier in late 2022 to broaden appeal and create a new revenue
stream. It cracked down on password sharing in 2023 to convert freeloaders into paying subscribers.
It raised prices repeatedly. It invested in live events, games, and video podcasts to broaden the

offering.

These are all structural expansion moves: attempts to build new capacity. But they are being built on
a foundation of relationships that have not been repaired. The studio relationship remains broken.
The subscriber relationship remains shallow. And the investor relationship continues to demand
growth in transaction volume, which forces the company to keep extracting from the relationships

that are already strained.
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2, Current State

2.1 Financial Performance
Netflix's financial results remain strong on the surface. Full-year 2025 revenue was $45.18 billion, up
15.85% year over year. Net income was $10.98 billion, up 26.05%. Operating income was $13.33

billion.

The second quarter of 2026 produced revenue of $12.56 billion, up 13% year over year, with an
operating margin of 33.4%. Full-year 2026 guidance is $51.0-$51.4 billion, representing roughly

13-14% revenue growth, or approximately $6 billion in incremental revenue.

Operating margin targets have been raised to 31.5% for the full year, up from approximately 29.5% in
2025.

Revenue $45.18B $51.0-$51.4B
Operating margin ~29.5% 31.5%

Net income $10.988 Not guided
Advertising revenue ~$1.5B ~$3.0B

These are healthy numbers for a mature media company. They are not healthy numbers for a

company that has historically been valued as a technology platform.

Revenue Growth, 2026 Net new subscribers
$51.2B +13% 41M 249
$45.28 447
$39.0B +10%
23M
+2%
2024 2025 2026E Revenue Content Viewing 2024 2025

spend hours

2024 revenue derived from reported 2025 revenue and growth. 2026E is the midpoint of $51.0-$51.4B guidance. 2026 growth rates are guidance (revenue, content) and first-half data (viewing

ours).

Figure 3. Revenue is growing faster than content spending, which is growing far faster than viewing.

2.2 Subscribers and Engagement

Netflix ended 2025 with approximately 325 million paid memberships, reaching an audience

approaching one billion people globally when including shared accounts and ad-tier viewers.
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However, subscriber growth has slowed materially. Netflix added approximately 23 million net new
subscribers in 2025, down from 41 million in 2024. This is a decline of roughly 44% in net additions in

a single year.

Engagement growth has slowed even more sharply. Viewing hours grew approximately 2% in the first
half of 2026. This is an acceleration from 1.5% growth in 2025, but it remains far below revenue
growth of 13%. The gap between revenue growth and engagement growth indicates that Netflix is

monetizing its existing user base more aggressively rather than expanding the value it delivers.

Co-CEO Greg Peters has argued that raw viewing hours are an imperfect measure, noting that live
events account for roughly 5% of content spending but only 1% of viewing hours while driving six of
the top ten new member sign-up days over the past five years. This is a fair point. It does not change
the broader trend, which is that the amount of time people spend on Netflix is growing far more

slowly than the amount of money they pay for it.

More than one-third of all viewing now comes from non-English programming, reflecting the growing

importance of international content and the maturity of the US market.

2.3 Advertising

The advertising-supported tier has approximately 250 million monthly active viewers. Advertising
revenue was approximately $1.5 billion in 2025, representing roughly 3% of total revenue, and is

expected to approximately double to $3 billion in 2026.

Netflix is investing in Al-powered advertising tools, programmatic capabilities, and automated
workflows. Some analysts have noted that advertising revenue has grown more slowly than initially

projected, suggesting the ramp is taking longer than expected.

2.4 Content Spending

Content spending is forecast to reach approximately $20 billion in 2026, an increase of roughly 10%
year over year. This is above the five-year average growth rate of 8% but below the ten-year average
of 14%.

Approximately 5% of the content budget, or roughly $1 billion, is allocated to live programming,

including sports and events.

Commissioning activity reached its highest level in five years in the first quarter of 2026, with 231
titles commissioned globally. There has been a notable shift toward crime, thriller, and drama, which
now represent 69% of scripted commissions, up from 35% in the fourth quarter of 2020. Science
fiction and fantasy commissions have fallen to 8% of the total, down from significantly higher levels,

reflecting longer production timelines and declining viewer preference.

2.5 The InterPositive Acquisition

In March 2026, Netflix acquired InterPositive, an Al filmmaking company founded by Ben Affleck, for
$587 million in cash. The acquisition was confirmed in a July 2026 SEC filing.
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InterPositive has built Al-powered post-production tools trained on a production's own dailies. The
tools handle color mixing, relighting, visual effects, missing shot replacement, and background
enhancement. Netflix has used generative Al across approximately 300 titles, primarily in

post-production, pre-visualization, and visual effects.

Two details from the disclosure are strategically significant. First, Netflix stated that InterPositive's
proprietary Al model and features would work with tools offered by third-party partners. Second,

Netflix stated that it does not have plans to sell the technology commercially in the marketplace.

The first detail indicates the technology is designed to be interoperable rather than
proprietary-walled. The second indicates Netflix currently intends to use it internally, as a
cost-reduction tool for its own production. This is a Producer-layer use of a Platform-layer asset.

2.6 Competitive Position

Netflix remains the largest subscription streaming service globally with 325 million paid
memberships, more than 100 million ahead of Amazon Prime Video. It is projected to reach 871.7

million viewers in 2026.
Competition is intensifying across several fronts.

e Amazon Prime Video leverages its bundled ecosystem across e-commerce and cloud
computing, with a 315 million ad-supported audience. Its cost structure is fundamentally
different from Netflix's because streaming is a supporting service rather than the primary
business.

¢ Disney+ combines globally recognized franchises with localized content and bundling across
Hulu and ESPN.

e Warner Bros. Discovery was acquired by Paramount Skydance in a $110 billion transaction
after Netflix abandoned its own $82.7 billion bid, citing price discipline. This creates a
consolidated competitor with substantial intellectual property holdings including Harry Potter,
DC, and Game of Thrones.

e YouTube remains the most significant competitive threat and is frequently underweighted in
analysis. YouTube holds a 13.4% share of streaming, ahead of Netflix. Its structural advantage is
that it does not produce most of its content. It aggregates supply from millions of creators at
effectively zero marginal cost. It has no conflict of interest with its suppliers. It serves the long
tail of niche content that Netflix has progressively abandoned.
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2.7 Stock Performance

Despite record financial performance, Netflix stock has fallen approximately 42% over the past 52
weeks, trading in the $70-80 range as of October 2026.

Market capitalization ~$2948B
Trailing P/E ratio 22.25
Forward P/E ratio 20.42
PEG ratio 0.96
Return on equity 49.54%
Analyst consensus Buy
Average price target $92.55

The sell-off reflects investor concern about slowing engagement growth, rising content costs, the
failed Warner Bros. Discovery acquisition, and the absence of a credible growth narrative beyond

advertising.

The company is reportedly planning its largest round of layoffs in four years, involving approximately

5% of the workforce.
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3. Diagnosis

The diagnosis proceeds in three parts. First, the layers Netflix occupies. Second, the three
relationships that determine its health. Third, the structural imbalance that results from the

combination.

3.1 The Layers Netflix Occupies

There are five positions a company can occupy in a value chain.

‘ What it controls What it optimizes

Producer Inputs Quality and quantity
Aggregator Demand Access and selection
Platform Abstraction Simplicity and versatility
Infrastructure Substrate Bandwidth and reliability
Protocol Logic Coherence and universality

Producer

Controls: Inputs | Optimizes: Quality and quantity Netflix occupies
these two layers
since 2013

Aggregator

Controls: Demand | Optimizes: Access and selection

Platform

Controls: Abstraction | Optimizes: Simplicity and versatility Five positions a company

can hold in a value chain.
Each controls one variable
Infrastructure and optimizes two dimensions.

Controls: Substrate | Optimizes: Bandwidth and reliability

Protocol

Controls: Logic | Optimizes: Coherence and universality

Figure 4. The five value-chain layers, and the two Netflix occupies.

Netflix began as a pure Aggregator. It controlled demand. It optimized access and selection. This was

a coherent, legitimate, and defensible position.

In 2013, it added the Producer layer. It began controlling inputs (talent, intellectual property,
production capacity) and optimizing quality and quantity of its own content.
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Netflix now occupies two layers simultaneously. This is the source of every problem the company

faces.

The Aggregator's value proposition depends on neutrality. It is the meeting point where all suppliers
bring their goods and all buyers come to find them. The Aggregator's credibility rests on treating all
suppliers equally. If it favors some over others, the disfavored suppliers withdraw, and the

Aggregator's selection promise weakens.

The Producer's value proposition depends on winning. It is not neutral. It competes for talent, for

audience attention, and for shelf space. It must favor its own output to succeed.

These two logics are incompatible. A company cannot simultaneously be the neutral meeting point
for all suppliers and a competing supplier itself. The moment it becomes both, its neutrality is

compromised, and its suppliers begin to treat it as a competitor rather than a partner.

This is not a matter of management skill or good intentions. It is a structural incompatibility. No

amount of reassurance can resolve it. The conflict is built into the position.

The measurement of this conflict is unambiguous.

\ i Netflix controls both demand and
Control of own layer's variable 0

inputs
Optimization of own 0 Netflix optimizes four dimensions
dimensions instead of two

) Netflix favors its own content over

Neutrality 0 .

licensed content

Netflix competes directly with its own
Conflict avoidance 0 P ¥

suppliers

A business's structural legitimacy is the product of these four dimensions. When any one of them is

zero, the entire product is zero. Netflix scores zero on all four.

Control of own Optlmlzatlop of Neutrality Co.nfllct
layer variable own dimensions avoidance 0

0 0 0 0 Structural
legitimacy

Figure 5. Structural legitimacy is multiplicative: one zero collapses the whole.
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This is not a partial problem or a problem that can be mitigated. It is a total collapse of structural
legitimacy. Netflix is not a legitimate Aggregator. It is not a legitimate Producer. It is an illegitimate
hybrid.

3.2 The Three Relationships

Netflix's health depends on three relationships, each with a different counterparty, each in a

different condition.

Relationship depth over time (qualitative, illustrative)

2013: originals Streaming wars

Deeply integrated

Integrated o

Relational

Transactional

2005 2010 2015 2020 2025

=== |nvestors s Studios == Subscribers
Figure 6. Qualitative depth of each relationship over time. lllustrative, not measured data.

The relationship with studios

This relationship began as purely transactional: Netflix bought content, studios received payment. It
evolved into something deeper during the streaming transition, with multi-year deals, exclusivity
windows, and genuine mutual dependence. It reached its peak between 2010 and 2013, when
Netflix was the primary distribution channel for studio content and studios depended on Netflix

revenue.

It broke in 2013 when Netflix became a Producer. Studios recognized that they were supplying
content to a company that was now competing with them. They responded by withholding content

and launching competing services.

The relationship has not recovered. Studios continue to license selectively to Netflix, but on terms
that favor the studios, and with the clear understanding that Netflix is a competitor. Some licensing
continues because studios need the revenue, but the trust that once characterized the relationship is

gone.

The relationship with subscribers

This relationship evolved much faster than the studio relationship. It moved from transactional to

relational within a few years, and reached a state of deep integration by the early 2010s. Netflix
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became the default entertainment choice in millions of households. Subscribers trusted Netflix's
recommendations, built their viewing habits around the service, and identified themselves as Netflix

users.

The relationship was broken by the studios' retaliation, not by Netflix's actions directly. When studios
withdrew their content and launched competing services, subscribers were forced to either accept a
diminished Netflix or subscribe to multiple services. Most chose the latter. The single-subscription

habit that Netflix had cultivated was replaced by multi-homing across five or six services.

The relationship has regressed significantly. Netflix retains brand identity (subscribers still know what
Netflix is and still value the originals) but the deeper commitment has eroded. Subscribers now treat
Netflix as one of several services rather than as their primary entertainment source. The relationship
has reverted to something closer to its early state: brand recognition plus ongoing payment, without

the deep habitual loyalty that once characterized it.

The relationship with investors

This relationship has never evolved. It has remained purely transactional from the company's
founding to the present. Investors buy shares, hold them for a period, and sell them. They have no
identity connection to Netflix, no commitment to the company, and no shared structure with it. Their
relationship is entirely about returns.

This is not a criticism of investors. It is a description of the relationship's nature. The investor
relationship is structurally incapable of developing the depth that characterizes relationships with
studios or subscribers. Investors are liquid by design. They must be able to exit at any time. That

liquidity is what makes capital markets function.

But this creates a specific hazard. When a company is managed primarily for the benefit of a
relationship that can never deepen, it will systematically sacrifice the relationships that can deepen
in order to satisfy the relationship that cannot. Every action taken to boost short-term returns
(raising prices, cutting costs, reducing content spending, buying back stock) extracts value from the

relationships with studios, subscribers, and employees, and transfers that value to investors.

This is the structural trap of shareholder primacy. It is not a moral failing. It is an arithmetic
consequence. The investor relationship has no depth to protect. Every other relationship does. So

the company protects the shallow relationship at the expense of the deep ones.

Netflix's move into originals was, at least in part, driven by investor demand for a growth narrative.
Subscriber growth was beginning to slow. The stock needed a story. Originals provided that story. But
to deliver on the story, Netflix had to break the studio relationship and strain the subscriber

relationship.

The investors received their growth narrative. The other relationships paid for it.
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3.3 The Structural Imbalance

The three relationships can be assessed against a single structural principle: a company's built
capacity (its structure, reach, and scale) cannot sustainably exceed the strength of the relationships

and commitments that support it.
In plain terms, you cannot build more than your relationships can hold.

Netflix violated this principle. It scaled its content spending to $20 billion per year, built global
production capacity, and expanded into advertising, games, and live events. It built enormous
structural capacity. But the relationships that would need to support this structure had not been

strengthened. In fact, they were weakening.

The studio relationship broke first, in 2013. The subscriber relationship was damaged by the studio
retaliation between 2019 and 2023. Throughout this period, Netflix continued to scale its structure. It
committed to production deals, talent contracts, and infrastructure investments that assumed the

relationships would hold. They did not.

The result is what can be called structural overreach. The company has built far more than its
relationships can support. Every additional dollar of content spending deepens the problem, because

it increases the gap between what Netflix has built and what its relationships can sustain.

This overreach is visible in several metrics. Content spending is rising 10% annually while
engagement grows 2%. The gap between what Netflix spends and what subscribers actually watch is
widening. Subscriber additions have fallen 44% year over year. The company is spending more to

achieve less.

3.4 The InterPositive Problem
The acquisition of InterPositive for $587 million in March 2026 is the most important strategic

decision Netflix has made since it entered original production.

InterPositive is a Platform-layer asset. It is a tool that studios use to produce content. It is designed to
be interoperable with third-party tools. It reduces production costs and shortens production

timelines.

As currently deployed, however, it is being used as a Producer-layer asset. It is an internal
cost-reduction tool for Netflix's own production. Netflix has stated it does not plan to sell the

technology commercially.

This deployment choice determines whether the acquisition creates value or destroys it.
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Hybrid Pure Producer with Platform
(status quo) Aggregator own channel (Scenario 3)
TRAPPED WASTED CAPPED UNLOCKED
Cuts Netflix's own No production Efficiency edge, Sold to third-party
production cost only tools needed but internal studios

Figure 7. The same S587 million asset is worth very different amounts in each position.

e Hybrid. If Netflix continues as an Aggregator-Producer hybrid, InterPositive is trapped. It makes
Netflix's own production marginally cheaper. It does not generate external revenue. It does not
create a new business. It sits inside a business model that is structurally broken, and it does

nothing to fix the break.

e Pure Aggregator. If Netflix returns to pure aggregation, InterPositive is wasted. A pure
Aggregator does not need production tools.

¢ Producer with its own channel. If Netflix becomes a Producer with its own distribution
channel, InterPositive is capped. It provides a production efficiency advantage over rival
studios, but it remains internal. It does not scale beyond Netflix's own output.

¢ Platform. Only if Netflix becomes a Platform, selling production infrastructure to third-party
studios, does InterPositive generate its full value. In that scenario, it becomes a
revenue-generating business serving external customers, and it exploits the fact that Netflix, as
a neutral Aggregator and Platform, is not competing with those customers.

The $587 million is therefore not a content investment. It is a Platform investment. It only makes

sense in a Platform strategy.
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4. Why Conventional Toolkits Miss It

The diagnosis presented above is not available from standard strategic analysis. This is not because
analysts are inattentive. It is because the standard tools are built on assumptions that make the

diagnosis unrepresentable.

Conventional tools assume one position in the value chain. Porter's Five Forces, SWOT analysis, and
the BCG matrix all treat a company as occupying a single competitive position. They ask about
suppliers, buyers, substitutes, entrants, and rivals. They do not ask whether the company is itself a
supplier to its own customers, or a competitor to its own suppliers. Netflix occupies two positions

simultaneously. No standard framework has a vocabulary for this.

Conventional tools do not measure neutrality. Competitive analysis generally assumes that
self-preference is normal and even optimal. Apple favors its own apps. Amazon favors its own
products. This is treated as good business. But in aggregation, neutrality is the moat. The moment an
Aggregator self-prefers, it stops being the meeting point and becomes a competitor. Standard tools

have no neutrality variable and therefore cannot detect the breach.

Conventional tools produce snapshots, not causal chains. SWOT and Five Forces tell you where you
are. They do not tell you how you got there or what happens next. Netflix's situation is a two-step
causal chain: originals caused the studio rupture, and the studio rupture caused the subscriber
regression. Standard tools see two separate events. They do not model propagation across

relationships.

Conventional tools assume shareholder primacy as the objective. Agency theory, which underpins
most corporate governance, holds that the firm should be managed to maximize shareholder value.
This is treated as the goal, not as a variable to be examined. But the investor relationship is
structurally different from other relationships. It can never develop depth. Managing the firm for it
means systematically extracting from relationships that can develop depth. Standard tools cannot
see this because they treat the investor relationship as the objective rather than as one relationship

among several.

invest,

Conventional tools lack a structural constraint. Strategy frameworks say "grow, scale,"
and "differentiate." They do not say "you cannot scale structure beyond what your relationships can
support." Without that constraint, there is no way to detect structural overreach in advance. It only

becomes visible after the damage is done.

Conventional tools treat stakeholders as groups, not as relationships. A stakeholder map lists
categories: customers, employees, suppliers, communities, shareholders. It does not model that each
relationship has its own stage of development, its own capacity for depth, and its own vulnerability
to rupture. Netflix's three relationships are in three different conditions, and they interact. Standard

tools cannot represent this.
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These are not oversights that better analysis could correct. They are foundational assumptions that
make the diagnosis impossible within the conventional frame. Netflix's problem is not that it made

bad choices within the standard model. It is that the standard model cannot see the choices that
mattered.
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5. Scenarios and Implications

Four futures are possible. Each has a distinct trajectory, cost structure, and distribution of winners

and losers.

Illustrative revenue shape by scenario (index; not a forecast)

=== ] Continue as is
w2 Full studio
mmmm= 3 Split and return

== = /4 Free aggregator (after 3)

0 2 4 6 8 10

Years from decision

Figure 8. lllustrative shape of revenue under each scenario. Index of 100 at the decision date; a sketch of direction, not a
forecast.

5.1 Scenario One: Continue as Is

The move. No structural change. Continue the hybrid model. Maintain content spending at
approximately $20 billion per year. Continue raising prices and expanding advertising. Hope that

growth in advertising and live events compensates for slowing engagement.

I ™R N U

Consolidation continues.

Paramount Skydance Price increases offset Stock flat to down.

Years 1-2 . .
scales. Licensing terms churn. Engagement flat. Layoffs. Buybacks.
worsen.
Studios stop licensing Subscriber growth stalls. Multiole compresses
Years 3-4 entirely. Netflix library Ad tier cannibalizes . p. '
. ) Growth story dies.
thins. premium.
Netflix is a mid-tier studio ~ Flat revenue. Damaged Terminal decline.
Years 5+

with a distribution app.
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Costs. Content spending of $20 billion per year with 2% engagement growth. Continued brand

erosion. Progressive loss of subscriber commitment. Sunk cost in overbuilt infrastructure.
Benefits. Short-term revenue growth for two to three years. No difficult decisions. No political cost.

Winners. Short-term investors who exit before Year 3. Competitors who gain share while Netflix

drifts. Advertisers who obtain cheap inventory.

Losers. Long-term shareholders. Employees facing layoffs. Subscribers facing higher prices and worse

selection. Studios who lose a neutral distribution partner. Creative talent as budgets tighten.

Assessment. This is the default outcome. It requires no courage and no decisions. It leads

to a slow decline and eventual irrelevance.

5.2 Scenario Two: Full Studio

The move. Abandon the aggregation claim. Become a pure Producer with a proprietary distribution
channel. Operate as a studio, like HBO or Disney. Stop licensing from competitors. Focus exclusively

on originals.

peiod [ sudios [ susarbers [ mestos |

Netflix becomes a peer,

. Repositioning to Re-rating from
not a hybrid. Some ) .
Years 1-2 . ) premium. Smaller base. technology to media.
licensing returns on . .
Higher ARPU. Multiple compresses.

studio terms.

. Smaller but stable base.
Stable. One studio among

Years 3—4 man Deep commitment from Stable media valuation.
G superfans.
Premium niche. HBO Steady-state media
Years 5+ Peer equilibrium. . Y
economics. company.

Costs. Revenue shrinks substantially. Subscriber base drops from 325 million to perhaps 150-200
million (an illustrative estimate, not a forecast). Brand narrows from "everything" to "premium

originals." Structure shrinks. Requires accepting permanently lower growth.

Benefits. Structural conflict resolved. Clear identity. Talent magnet. Premium pricing power. Investor

clarity on valuation. No more self-preference conflict.

Winners. Creative talent who want a real studio home. Superfans who get deeper content. Investors

seeking clarity. Studios who no longer face a conflicted competitor.

Losers. Mass-market subscribers who lose "everything in one place." Growth investors. The

advertising business, which loses reach. Global scale, which shrinks to premium markets.
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Assessment. This is a legitimate outcome. It resolves the structural conflict by choosing
one layer. It requires accepting permanent shrinkage. It is the path of least resistance

among the legitimate options.

5.3 Scenario Three: Split and Return to Aggregation

The move. The full structural correction.

1. Split off the studio as a separate company. The studio licenses content to Netflix on the same
terms as any other studio.

2. Return the core business to pure aggregation. No self-preference. License from all suppliers.
Restore the promise that everything is in one place.

3. Commercialize InterPositive as a Platform service. Sell production infrastructure to third-party
studios. This becomes a new business serving external customers.

4. Build Infrastructure. Invest in data centers and computing capacity. Sell infrastructure services
to studios.

5. Restore the long tail. Compete with YouTube on breadth of selection, not just on prestige
originals.

I ™R N U

Long tail returns.

Split announced. Studio " L "
Everything in one place

spun off. Licensing terms Painful. Revenue shrinks

Years 1-2 restored. Subscriber
published. Studios . . short-term. Stock drops.
. commitment begins
cautiously return. .
rebuilding.
Studios license back. . .
. Commitment deepens. Re-rating as platform and
Netflix becomes the . ] . .
Years 3-4 Habit returns. Long tail infrastructure business.
neutral layer. Platform . . . .
. draws niche audiences. Higher multiple.
services launch.
Netflix is the neutral .
o . . . Platform economics.
Years 5+ distribution layer. Studios  Full integration restored.

Durable moat.
depend on it.

Costs. Massive short-term revenue loss as studio revenue is separated. Licensing costs return. Brand
must be rebuilt as neutral. Data center capital expenditure. Platform build over three to five years.

Requires board courage to accept short-term pain.

Benefits. Structural conflict resolved permanently. Neutrality restored as a structural advantage
rather than a claim. Durable moat as the only neutral integrated aggregator-platform-infrastructure
provider. Long tail restored. Platform economics, which carry higher margins than production.

Infrastructure cost advantage from data centers, which also generate new revenue.
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Winners. Studios who gain a neutral aggregator and platform partner. Subscribers who get
everything back in one place. Long-term investors who gain platform valuation and durable moat.

Creators who gain platform services. The infrastructure business, which becomes a new revenue line.

Losers. The spun-off studio, which loses captive distribution. Production talent, some of whom follow
the studio. Short-term investors, who experience significant pain before gains. The advertising
business in the short term, which loses reach during the transition. Competitors, particularly
YouTube, which would face a real long-tail competitor, and Paramount Skydance, which would face a

neutral layer it cannot control.

Assessment. This is the highest-value legitimate outcome. It requires capital, courage, and
time. It is the only scenario in which InterPositive generates its full value. It restores

structural health while preserving scale.

5.4 Scenario Four: The Free Mass-Market Aggregator

The move. Abandon the subscription-first model. Launch a free, advertising-funded service globally.

Compete directly with YouTube on its own terms.

This scenario requires the free tier to be accompanied by the Platform and Infrastructure businesses

established in Scenario Three. It cannot be executed from the current hybrid position.

oot Jswdos  Jsurbers e |

Scenario Three executed. . .
Subscriber commitment

Years 1-3 Structural correction L Re-rating to platform.
rebuilding.
complete.
Free tier launches. Massive expansion. . .
o . Market reaction negative

Studios license for Billions of users. ARPU . .
Years 3-5 . initially, then positive if

advertising revenue collapses but volume L

advertising scales.
share. explodes.
Netflix becomes the . . . .
] Full integration at Advertising business at
Years 5-10 primary YouTube .
. massive scale. YouTube scale.
competitor.

Costs. Subscription revenue is cannibalized. Massive short-term loss. Brand must shift from premium
to mass-market, risking dilution. Advertising technology must be built. Global free-tier infrastructure

is capital-intensive. Requires catastrophic near-term pain and board-level courage.

Benefits. Addressable market expands from 325 million subscribers to potentially two billion users.
Direct competition with YouTube becomes possible. Long tail restored at scale. Advertising revenue
potential of S50 billion or more. Infrastructure from Scenario Three serves both the free tier and

external studio customers.

CC-BY-NC-SA - October 2026 - 25



Netflix Inc.: Structural Diagnosis and ScenariosGenie Capital Ltd

Winners. Global mass market who gain free entertainment. Advertisers who gain massive inventory.
Creators who gain an alternative to YouTube. Long-term investors if the strategy succeeds. Studios

who gain advertising-funded reach.

Losers. Premium subscribers whose service is cannibalized. Short-term investors who experience
catastrophic near-term losses. Premium talent as budgets shift from prestige to volume. The

premium brand, which is diluted. YouTube, which faces direct competition.

Assessment. This is only viable after Scenario Three. Attempted from the current position,
it would be a collapse rather than a strategy. Executed properly, it is the only scenario that

directly addresses the YouTube problem.

5.5 Scenario Comparison

Structural conflict Unresolved Resolved Resolved Resolved

Mass-market

Aggregator +
. Hybrid AR Aggregator +
Layer occupied o Producer Platform +
(illegitimate) Platform +
Infrastructure
Infrastructure
InterPositive value Wasted Capped Unlocked Multiplied
Grows then Collapses then
Revenue trajectory Shrinks, stabilizes Shrinks then grows >
collapses explodes
3-5years to
. 3-5 years to ¥
Time to effect . 2-4 years 3-5 years execute, 5+ to
terminal
prove
Low short, . . .
Cost . Medium High Catastrophic short
catastrophic long
Execution and
Risk Irrelevance Re-rating down . Existential
capital
Governance courage
R g None Moderate High Catastrophic
required
Reversible No Partially Partially No
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5.6 Winners and Losers by Stakeholder
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6. Recommended Action to
Stakeholders

The analysis yields a clear recommendation. It is not comfortable, and it requires accepting

short-term pain for long-term structural health.

6.1 Recommendation to Netflix's Board and Management

Execute Scenario Three: Split and Return to Aggregation.

The sequence matters. It cannot be reordered.

Return to
neutral
aggregation

Commercialize Build
InterPositive infrastructure

Split off
the studio

Sequence cannot

Accept slower
P be reordered.

growth

Restore the Govern the
long tail transition

Figure 9. The seven-step sequence.

Step One: Split off the studio. Separate Netflix's production business into an independent company.
This can be accomplished through a spin-off to shareholders, a sale, or an initial public offering. The
specific mechanism matters less than the separation itself. The objective is to eliminate the conflict
of interest that currently defines Netflix's position.

Step Two: Return the core business to neutral aggregation. Commit publicly and bindingly to
non-self-preferential treatment of content. Publish the rules by which content is ranked, promoted,
and placed. Apply those rules uniformly. Treat the spun-off studio exactly as any other supplier is
treated.

Step Three: Commercialize InterPositive. Convert the technology from an internal cost-reduction
tool into an external Platform service. Sell production infrastructure to third-party studios. This is the
business that justifies the $587 million acquisition. It only works if Netflix is not competing with its

customers. The split in Step One makes this possible.
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Step Four: Build Infrastructure. Invest in data centers and computing capacity. Use this infrastructure
to serve both Netflix's own needs and external studio customers. This reduces Netflix's own costs

while creating a new revenue line.

Step Five: Restore the long tail. Reinvest in breadth of selection, not only in prestige originals. The
long tail is the aggregator's moat. It is what YouTube has and what Netflix has abandoned. Restoring

it is the only way to compete credibly with YouTube.

Step Six: Establish governance for the transition. The board must protect this strategy from
quarterly pressure. The transition will produce several quarters of declining revenue and a falling
stock price. If the board cannot withstand this, the strategy will fail before it succeeds.

Step Seven: Accept slower growth. The objective of this strategy is not to maximize near-term
revenue. It is to restore structural health and build a durable competitive position. Growth will be

slower in the short term and more durable in the long term.

6.2 Recommendation to Institutional Investors

Support the transition. Do not obstruct it.

The current trajectory is terminal. A company that continues on the current path will lose share to
YouTube, lose content to consolidated studios, and eventually become an acquisition target at a

distressed valuation.

The transition will be painful. Revenue will decline. The stock price will fall. Several quarters of

disappointing results should be expected.
But the alternative is not stability. It is slow decline. The transition is the only path to durable value.

Investors who cannot tolerate the short-term pain should reduce their positions before the transition
begins. Investors who can tolerate it will own a business with platform economics, a durable moat,

and a credible growth story.

6.3 Recommendation to Studios

License back to the neutral aggregator.

If Netflix executes the split, it becomes the neutral distribution layer that studios need. A world in
which Netflix is a neutral aggregator, a neutral Platform, and a neutral Infrastructure provider is

better for studios than a world in which Netflix is a competing Producer with a distribution channel.

The studios should support the split by committing to license content back to the neutral aggregator

on reasonable terms. This creates the virtuous cycle that makes the strategy work.

6.4 Recommendation to Subscribers

Expect short-term disruption and long-term improvement.
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The transition will involve changes to the service. Content may shift. Pricing may change. The long

tail will take time to restore.

If the strategy succeeds, subscribers will gain what they lost over the past decade: everything in one
place, at a reasonable price, without the need to manage five or six separate subscriptions.

6.5 Recommendation to Employees

Expect significant change.

The split will affect employment. The studio business will become a separate company. Some roles
will move. Some will be eliminated. The Platform and Infrastructure businesses will require different

skills than the current organization possesses.

This is not a reason to oppose the strategy. It is a reason to plan for the transition carefully and to
invest in the capabilities the new structure requires.
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Conclusion

Netflix's problem is not that it made a bad content bet. It is that it occupies two incompatible
positions in the value chain, and the conflict between those positions has destroyed its credibility as

a neutral intermediary.

The move into original production in 2013 made Netflix a competitor to its own suppliers. The
suppliers retaliated by withholding content and launching competing services. That retaliation
fragmented the streaming market and broke Netflix's most valuable promise: that everything would

be in one place.

Netflix did not cause the subscriber rupture directly. It caused it indirectly, by breaking the studio
relationship first. This two-step causal chain is invisible to conventional strategy tools, which treat
companies as single-position competitors rather than as occupants of multiple layers, and which

have no vocabulary for neutrality, relationship stages, or structural overreach.

Three relationships matter. The studio relationship has already broken. The subscriber relationship
has regressed to a shallow transactional state. The investor relationship was always transactional and
never developed depth, which is precisely why it is dangerous: a company managed for a relationship

that cannot deepen will hollow out every relationship that can.

The acquisition of InterPositive is the key that makes the recommended path viable. It is a
Platform-layer asset that only generates value if Netflix becomes a Platform. In every other scenario,

it is dead capital.

Four futures are possible. Continuing as is leads to slow irrelevance. Becoming a full studio resolves
the conflict but shrinks the company permanently. The free mass-market Aggregator is only viable
after the structural correction. Only the split and return to aggregation restores structural health

while preserving scale.

The recommendation is to split off the studio, return the core business to neutral aggregation,
commercialize InterPositive as a Platform service, build Infrastructure, restore the long tail, and

accept slower growth in exchange for durability.

This is not a comfortable recommendation. It requires the board to accept short-term pain for
long-term health. It requires investors to tolerate declining revenue and a falling stock price. It

requires the organization to undertake a difficult restructuring.

But the alternative is not stability. It is decline. A company that continues on the current path will
lose share to YouTube, lose content to consolidated studios, and eventually become an acquisition

target at a distressed valuation.
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The choice is between a difficult transition and a slow death. The transition is the only
path to durable value.
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Notes on Data and Method

This report synthesizes only publicly available information, drawn from Netflix's quarterly earnings
reports and SEC filings and from public market data as of October 2026. Figures are reproduced as
reported. Where a figure is derived, it is labeled: 2024 revenue in Figure 3 is calculated from reported
2025 revenue and its stated growth rate. Subscriber figures for 2024 and 2025 are as stated in the
research record. Market data (share price, market capitalization, multiples, price target) are

point-in-time and will change.

Figures 6 and 8, the subscriber estimate in Scenario Two, and the scenario trajectories are illustrative
judgments produced through the Nikoka Protocol and Strategic Foresight Protocol. They show
direction and shape, not forecasts. Genie Capital holds no position in any entity mentioned and this
report is not investment advice.
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