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EXECUTIVE SUMMARY - EMIL FREUND POV

Executive Summary

In the second quarter the industry signed the documents. In the third quarter it started living under them, and
the enforcement arrived from three directions at once. July brought the law: the SAG-AFTRA TV/Theatrical
Agreement took effect on July 1, a Munich court found on July 31 that Suno had infringed GEMA's repertoire
by training on it in the United States, and Article 50 of the EU Al Act applied on August 2 after the Digital
Omnibus of July 27 delayed everything around it and left the transparency duties exactly where they were.
August brought the platforms: Spotify, Snapchat, Apple Music, and Instagram each tied reach or eligibility to
Al disclosure within three weeks of each other, none of it required by any statute. September brought the
states: California signed its first standalone post-production tax credit on September 19, then 13 Al bills on
September 30, including a digital-replica amendment to its likeness law, a technology-displacement notice for
larger layoffs, and an Al Transparency Act amendment that took effect the moment it was signed. A day earlier
the Third Circuit had ruled in Thomson Reuters v. ROSS, the first federal appeals decision on Al training, that a
content library has a licensing market the law will protect. Three months ago a shop's Al question was "what
did we agree to." Today it is "what did we deliver, who signed off, and what did the platform do with it." That is
a paperwork question, and the person it lands on runs operations, not legal.

The second arc of the quarter was the merger that froze and then closed. The Paramount Skydance
acquisition of Warner Bros. Discovery spent July in a federal courtroom, August in a pressure campaign that
included a threat to move Paramount out of California, and September in a settlement with twelve state
attorneys general that commits the company to 30 theatrical releases a year and $1.5 billion in US production
spending. The deal closed on October 6 as Skydance, six days after the quarter ended and one week later
than our Q2 forecast. The closing filing promises at least $6 billion in run-rate synergies and never mentions
Al; the staff memo from David Ellison and Ynon Kreiz said the Al part out loud instead. The DGA and IATSE put
in writing on August 12 that productions had been held or canceled because of the uncertainty. That is the
operating condition every vendor to those two studios worked under all quarter, and it is the backdrop to a
layoff pattern that surprised me. Challenger, Gray & Christmas counted fewer entertainment and media cuts in
Q3 than in Q2, about 3,100 against 5,200 in its entertainment and leisure category, yet Al was named as the
reason more often and more openly: E.W. Scripps tied a 12 percent workforce reduction to an "Al-powered"
news model, Disney's chief legal officer told his division it would be "much smaller" and listed automation
among the reasons, the BBC told staff its Media Tech division "will embrace Al to reduce costs," and
Skydance's first memo paired Al with a workforce warning. Fewer cuts, more honesty about the mechanism. |
put medium-high confidence on the direction and medium on the counts, because every layoff tracker
measures something different and the one we used last quarter changed its scope.

The third arc confirms the thesis this practice repositioned around in June, and it does so from an unexpected
side. Capital kept flowing to the business side of production: Microsoft's $2.5 billion Frontier unit and the
Anthropic-backed Ode were launched in July to sell implementation services to enterprises; Twelve Labs
raised $100 million for video understanding; Versos and Protege raised money to assess and license video
libraries as training data; Runway added a Team plan, forward-deployed staff, and a hiring marketplace in
September. In the nine days before IBC at least seven vendors announced agentic products for post and



back-office work, and at Amsterdam agents and MCP connectors sat on nearly every stand. Not one of them
shipped a price a 60-person shop can sign. Meanwhile the operators went around them: Adobe's Frame.io
MCP server thread grew from 58 replies on September 2 to 176 by October 9, Blackmagic put an MCP
connector inside DaVinci Resolve 21.1 on September 8 for $295, and frontier model prices fell again in every
month of the quarter. The vendors raced upmarket and the operators wired things up themselves. The gap
between those two facts is the whole independent-advisory lane, and the quarter widened it.

Underneath all of this, money kept thinning at the supplier layer while theatrical had its best run since the
pandemic. Lenders took ownership of MBS Group, which services more than 600 soundstages, after a default.
UK first-half production spend fell 15.6 percent. Four streamers raised prices in a single quarter. Channel 4 cut
28 percent of its staff. Omnicom set a 15,000-person headcount reduction target that will reach every
branded-content budget. On the other side, the summer closed at $4.6 billion domestic, September was the
best September of the decade at $625 million, and the domestic year to date stood at $7.9 billion at quarter
end, up 19 percent. Event filmmaking is healthy and almost everything that supplies it is squeezed. That is the
market a 20-to-100 person shop sells into this fall.

Key Findings

» Enforcement arrived from three directions in one quarter: the law in July (SAG-AFTRA's Al provisions
effective July 1, GEMA v. Suno on July 31, EU Al Act Article 50 on August 2), the platforms in August
(Spotify, Snapchat, Apple Music, and Instagram tied reach or eligibility to Al disclosure with no statute
requiring it), and the states in September (California signed a standalone post-production credit on
September 19 and 13 Al bills on September 30, with SB 1000 in force on signature).

+ The Paramount Skydance acquisition of Warner Bros. Discovery went from a federal restraining order
(July 20) to a settlement with twelve states (September 21) committing 30 theatrical releases a year and
$1.5 billion in US production spending, and closed October 6 as Skydance with a $6 billion synergy
target that names no Al figure; the DGA and IATSE confirmed on August 12 that productions were held
or canceled during the freeze.

« Challenger, Gray & Christmas counted fewer entertainment and media cuts in Q3 (about 3,100 in
Entertainment/Leisure) than in Q2 (about 5,200), while Al was named as a reason more openly: E.W.
Scripps tied a 12 percent reduction to an "Al-powered" news model, Disney's legal division was told it
would be "much smaller" with automation among the reasons, and the BBC's Media Tech division said
it "will embrace Al to reduce costs."

+ Production spend thinned at the supplier layer (lenders took over MBS Group, which services 600-plus

soundstages; UK first-half spend fell 15.6 percent; four streamers raised prices in one quarter; Channel

4 cut 28 percent of staff) while theatrical had its best run since the pandemic: a $4.6 billion summer, a

$625 million September, and $7.9 billion domestic year to date at quarter end, up 19 percent.

Vendors raced upmarket ahead of IBC with at least seven agentic products for post and back-office

work and no mid-market price, while operators integrated agents themselves: Adobe's Frame.io MCP

server thread grew from 58 replies on September 2 to 176 by October 9, DaVinci Resolve 21.1 shipped

a built-in MCP connector on September 8, and frontier model prices fell in every month of the quarter.
» Podcasting produced the quarter's cleanest numbers: iHeartMedia's podcast revenue rose 20.7

percent, Acast bought Backyard Ventures at roughly 1.2 times revenue, and Sounds Profitable's



Podcast Landscape 2026 found Netflix already named by 21 percent of podcast consumers as a
platform used in the past year, third behind YouTube and Spotify.

* The Third Circuit's September 29 ruling in Thomson Reuters v. ROSS recognized a licensing market for
Al training data, and within two weeks Versos, Protege, and Spikes with Deepdub each offered rights
holders a free library assessment paid on the resulting deal.

Looking Ahead: Q4 2026

- Skydance will size its first cuts, and the vendor layer will feel the $6 billion target before the company
reports it. Netflix's reported 5 percent cut and its October 20 earnings call open the quarter's disclosure
season after six straight weeks in which no studio, streamer, or publisher gave investors a quantified Al
figure.

« California's September 30 bills take effect on January 1, 2027 by default, with SB 1000 already live; the
EU's December 2 grace period for provider-side marking expires; the SAG-AFTRA animation contract
vote closes October 29 with the live-action Al terms folded in. Fourth-quarter delivery paperwork should
assume all of it.

+ MIPCOM (October 12 to 15) is where the first library-licensing terms for small catalogs may surface, and
NAB Show New York (October 20 to 22) is the first venue to test whether any IBC agent shipped a mid-
market price. Expect neither to answer cleanly.

Nielsen's DASH-based recalibration, deferred since February, should land this fall and is expected to
trim streaming's share from its 49.0 percent July record, which will reopen the measurement argument
in every sponsor conversation.

* Runway's Unlimited subscribers move to Max on November 30, Google's Gemini 3.8 Flash pricing
doubles on January 1, Kling 4.0's full model is due in October, and the California Film Commission has
to write AB 2319's rules before the first post-production credit window opens in mid-2027. Subscription
drift and incentive timing, not launches, will be the operational news.




SECTION 1 - INDUSTRY ANALYST

TV/Film/Streaming Landscape

1.1 The Merger Went From Transaction to Siege to Settlement

Read month by month, the Paramount Skydance acquisition of Warner Bros. Discovery looked like a
sequence of legal setbacks. Read across the quarter, it was a negotiation conducted through a courtroom,
and the settlement terms are the useful output.

DATE DEVELOPMENT

Jul 14 WGA West and East file an antitrust suit in N.D. Cal.; twelve state attorneys general file separately

Jul 20  Judge Araceli Martinez-Olguin issues a 14-day restraining order, later extended

Jul 24 Paramount agrees not to close until the state case resolves or the merger agreement expires (June 2027)
Aug 4  Trial set for March 2 to 19, 2027

Aug Variety reports David Ellison told senior staff the board approved relocating Paramount out of California from October 1 if the
11 deal had not closed by September 30

Aug DGA and IATSE write to AG Rob Bonta and Ellison: "we are aware of productions that have been put on hold or canceled
12 altogether"

Aug Paramount asks the court to require a $1.88 billion bond from the plaintiffs

17

Aug Settlement talks collapse; Bonta accuses Paramount of leaking

24

Sep Settlement with the twelve states announced

21

Sep Joint release: close expected October 6; daily ticking fee to WBD holders begins
30

Oct6  Deal closes; combined company named Skydance Corporation (outside the quarter)

The settlement commits Paramount to 30 theatrical releases a year for two years and 32 for each of the
following three, with four independent films and 20 percent "blockbusters" in each year, $1.5 billion in US film
and television production spending over five years, a $47.5 million fund for workers affected by the merger,
restrictions on cable carriage negotiations, and an editorial independence board for CBS News and CNN
(California, Washington, and New Jersey attorney general releases; Axios; CNBC, September 21). Bonta said
the agreement "is not a vote of support for this merger." The closing 8-K promises "at least $6 billion in run-
rate synergies within three years" from technology, integration, procurement, marketing, and real estate; the
filing does not use the words Al or artificial intelligence, and no headcount is attached (Form 8-K, Exhibit 99.1,
October 6). The staff memo from co-chief executives Ellison and Ynon Kreiz is where Al appears, paired with a
warning of "difficult decisions that affect our workforce."



Scoring the Q2 forecast: the Q2 report called a Q3 close "the base case." The close landed October 6, one
week into Q4. The reason was not the FCC or the UK CMA, which the Q2 report flagged as the remaining
gates, but a state antitrust suit the Q2 report did not anticipate. The synergy mechanism it predicted, with the
first cuts landing on overlapping back-office functions, is now the Q4 watch item.

The chill spread beyond the two companies. A Bernstein note flagged regulatory timing risk on the $22 billion
Fox and Roku transaction, still expected to close in the first half of 2027. Comcast plans to spin off
NBCUniversal with Sky by mid-2027. ITV agreed on July 6 to sell its broadcast arm, including ITVX, to
Comcast-owned Sky for up to £1.6 billion, keeping ITV Studios as a standalone producer, with completion
expected in the second half of 2027. The one large deal that closed inside the quarter was in games: the $55
billion take-private of Electronic Arts completed on August 4, with Saudi Arabia's PIF at 93.4 percent (PIF
release).

1.2 Layoffs: Fewer Cuts Than Q2, and AI Named More Often

The Q2 report found that tracked media and entertainment layoffs ran roughly four times Q1's pace. The Q3
picture is different in two ways, and both matter for how AEstruct talks about it.

First, the independent series shows a slowdown. Challenger, Gray & Christmas tracks announced cuts by
industry, and its Entertainment/Leisure and Media categories, derived from its monthly year-to-date tables, ran

as follows.

CHALLENGER CATEGORY Q1 2026 Q2 2026 Q3 2026 Q3 2025 (SAME PERIOD)
Entertainment/Leisure 4,354 5,227 3,138 5,147

Media (incl. News) 1,492 1,996 1,686 9,308

Media year to date 1,492 3,488 5,174 14,060

(Challenger reports for March, June, and September 2026; quarterly figures are the differences between year-
to-date totals. Entertainment/Leisure includes gaming, sports, and hospitality employers; Media includes news
organizations. Confidence: High on Challenger's own figures, Medium on their fit to AEstruct's segments.)

Across all industries Challenger counted Al as the leading cited reason for cuts in 2026, named in 120,136
announcements through September, about 21 percent of the total, with 3,961 in September alone. That is the
macro context in which a media executive now says the word on a call.

Second, the aggregator the Q2 report relied on is no longer comparable. Layoffhedge's media and
entertainment page, which showed 7,597 cuts across 25 companies at June 30, now shows 29,665 for the
year, but the table has widened to include Omnicom's 15,000-person headcount target, WPP, and several
gambling operators. The Q3 rows that belong to AEstruct's market, drawn from that table and from trade
coverage, are below.



DATE COMPANY REPORTED CUTS NOTE

Jul 6 Microsoft (Xbox) ~3,200 over 12 months Four studios sold or spun off; memory costs cited (CNBC, Variety)

Jul 21 Disney several hundred Third round of 2026: Pixar (~100), DET, ESPN, Nat Geo, ABC News
(Deadline, THR)

Jul23  Patreon 93 (20%) Revenue up 28%; Jack Conte: Al "does have an impact on how we
operate"

Jul28  BuzzFeed ~180 (about a third) After Byron Allen's takeover (Press Gazette)

Aug 6- E.W. Scripps 432 positions + 126 open roles CEO Adam Symson tied the cuts to an "Al-powered" news model

7 YTD (~12%) (Deadline)

Aug 6  TikTok (Nashville) 250 Moderation and policy roles; office closes Oct 5 (NYT via
secondary coverage)

Aug 11 Supermassive upto 75 Third round in three years

Games

Aug 14  Cineverse single-digit % After doubling headcount to ~375 by acquisition

Aug 24 Disney voluntary retirement offer Involuntary cuts "will continue into next year" (Deadline)

Aug 28 NBCUniversal 150 WARN notice, Universal City

Sep 1 WPP ~1,000 Advertising holding company (Layoffhedge)

Sep9 Channel 4 ~340 (28%) Deepest round in the broadcaster's history (Bectu; Radio X)

Sep 13 Omnicom 15,000 headcount target by year  Includes outsourcing, offshoring, and disposals; not 15,000 layoffs

end (Mediaweek; Campaign)

Sep 22 Microsoft (Xbox) 268 Undead Labs spun out; Nadella later called 5,750 Xbox cuts since
October 2023 "streamlining”

Sep 28 BBC Media Tech 110 compulsory £37 million savings; division "will embrace Al to reduce costs"

Sep 29 Disney "a few hundred" / ~300 reported  Technology and HR; studios exempt (TheWrap; CNBC via Quartz)

(Confidence: Medium on counts, which come from trade coverage, WARN filings, and one aggregator; High
that no company attributed a specific headcount to Al.)

The pattern that distinguishes Q3 from Q2 is the attribution. Disney's chief legal officer Horacio Gutierrez told
his roughly 1,000-person division on September 18 that it "will be a much smaller organization than it is today"
and listed "automating certain workflows by leveraging the latest technologies" alongside self-service, outside

legal providers, and outsourcing (Deadline, September 24). The same day Disney named Character.Al chief

executive Karandeep Anand its first company-wide chief technology officer; he started October 2. No

executive at any of these companies said Al replaced a named number of people, and the 24/7 Wall St.
analysis of September 25 argued that merger paperwork, not Al, explains most of the year's Hollywood job
losses. Both readings can be true: the cuts are financed by debt and merger math, and Al is the operating

model the survivors are told to adopt.



1.3 Streaming: Everyone Profitable, Everyone Raising Prices, and the Measurement
About to Change

The quarter confirmed the shape of the streaming market the Q2 report projected. All five studio direct-to-
consumer units are now profitable (TheWrap's earnings roundup, August). Netflix reported $12.56 billion in
revenue on July 16, up 13.4 percent, with the ad tier above 60 percent of new sign-ups where available and ad
revenue on track for roughly $3 billion this year. Peacock posted its first quarterly profit ever on July 23, $189
million in EBITDA, with 48 million paid subscribers. Warner Bros. Discovery passed $3 billion in quarterly
streaming revenue for the first time on August 6, while its total revenue fell 11 percent. Disney's entertainment
streaming operating income reached $712 million on $5.5 billion of revenue (August 5), with no subscriber
count disclosed. Paramount+ reached 81.6 million subscribers (August 4). Alphabet reported YouTube ad
revenue of $11.06 billion for the quarter.

Profitability came from pricing and cost discipline, and the pricing arrived in four installments.

SERVICE ANNOUNCED CHANGE
Peacock Aug 18 (new), Sep 17  Every tier up; fourth increase in four years
(existing)

Apple TV Aug 28 $12.99 to $14.99; no ad tier

ESPN direct-to-  Sep 17 $31.99 and $13.99

consumer

Disney+ and Hulu Sep 23 Premium $18.99 to $21.49; ad tier $11.99 to $12.49; Premium bundle $19.99 to $21.99;
ad bundle unchanged at $12.99 (Gray News citing Variety; effective date not stated in
coverage)

Disney's fourth increase in four years is priced to push customers into bundles, which now sit only a few
dollars above a single service.

Measurement is the quarter's unfinished business. Nielsen's June Gauge, released August 18, put streaming
at 48.5 percent as the World Cup lifted broadcast; its July Gauge, released September 10, put streaming at a
record 49.0 percent, broadcast at 19.5, cable at 18.7, and YouTube at a record 14.2 percent of all TV, up 6
percent month over month. Nielsen said "methodological updates to The Gauge and MDG reports will be
implemented this fall." The DASH-based recalibration, using ARF and NORC universe estimates and deferred
from February after client pushback, had not appeared in a US edition as of October 11 (MediaPost). Analysts
expect it to shift a slightly larger share to linear, mostly cable, and trim streaming. (Confidence: High on the
July figures; Medium on the recalibration's timing and direction.)

1.4 Production Economics: Thinning Suppliers, New Incentives, and a Post-
Production Credit

The clearest data point on production economics was a default. On August 19 the Financial Times reported
that HPS Investment Partners and Oaktree, with other creditors, took ownership of MBS Group, the lighting
and stage-services supplier to more than 600 soundstages including Silvercup and Television City, converting
debt to equity and adding $40 million of new money; Bloomberg reported the debt at roughly $900 million
(figure reported, not opened). The macro numbers pointed the same way. The BFI's first-half figures (August



11) put UK film and high-end TV spend at £2.7 billion, down 15.6 percent, with inward-investment high-end TV
down 23.5 percent. FilmLA's second quarter (July 23) showed Los Angeles on-location shoot days down
about 13 percent year over year at 4,711, the weakest stretch of the recovery; FilmLA's third-quarter report
had not been published at the time of writing, and the baseline it will be measured against is 4,380 shoot days
in Q3 2025. LA County's motion picture sector lost 6,700 jobs in the twelve months through May.

The counterweight was public money, and the quarter added a new program to it.

« California Program 4.0 finished its first year with 170 projects and a projected $6.6 billion in economic
impact (Governor's office, July 7). The August 10 TV round awarded nine projects with $608 million in
projected direct spend; the Feature Film Window #2 application ran August 10 to 13 with allocation on
September 21.

AB 2319, signed September 19 at the Television Academy, creates California's first standalone post-
production credit: a 35 percent base on qualifying editorial, sound, music, VFX, and finishing spend,
rising to 50 percent with location and resident-wage bonuses, with music scoring getting an automatic
15-point boost, for projects that spend at least $1 million on post in the state or do 75 percent of
editorial post there. Productions do not need to shoot in California to qualify. The program is funded at
$10 million for its first year, the author Assemblymember Nick Schultz has said he will seek more, and
the first application window opens in mid-2027 after the California Film Commission writes its rules
(Governor's office; TheWrap; Grammy.com; Wrapbook's September 23 explainer, a vendor source). AB
186, signed the same day, enhances refundability under the main program from 2027. Post New York
Alliance, the California Post Alliance, and the Editors Guild co-sponsored the effort.

+ A federal incentive moved from a presidential call on August 31 to a bipartisan bill on September 24
proposing a 20 to 30 percent credit; EP's Joe Chianese said it could make domestic shooting "highly
competitive" if it stacks cleanly with state programs (Variety via EP). No vote is scheduled.

* Elsewhere: Hawaii's Act 185 raised base credits to 22 to 27 percent through 2038; Miami-Dade killed

its rebate; Hungary resumed with a backlog; the Czech fund reopened registrations on September 1

with payment delayed up to two years, and EP told producers to "assume no confirmed award and no

reliable payment date" (EP ProductionlLot, August incentive update).

1.5 Theatrical: The Exception to the Squeeze

Theatrical was the one part of the business that outperformed all quarter. Christopher Nolan's The Odyssey
opened July 17 to $124.5 million domestic and passed Oppenheimer's lifetime domestic gross in 13 days; Toy
Story 5 crossed $1 billion worldwide in July; Lionsgate's Michael passed $1 billion. Spider-Man: Brand New
Day grossed roughly $952 million domestic inside the quarter and The Odyssey roughly $619 million (Box
Office Mojo quarterly table). Two YouTube-creator thrillers, Obsession and Backrooms, added about $460
million between them (NPR, August 26). The summer closed at $4.598 billion domestic through August 30, the
second-highest on record (Deadline). September grossed $625 million domestic, the highest September of the
decade and 4 percent above 2025, and the domestic year to date reached $7.9 billion at quarter end, up 19
percent on the same point last year and 8 percent below the 2017 to 2019 average (Gower Street Analytics,
October 11). Global Q3 was $10.7 billion, 3 percent above Q3 2023. A derived domestic Q3 figure, subtracting
the late-June year-to-date of about $4.4 billion, lands near $3.5 billion (Medium confidence; derived, not
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reported). Lionsgate's Jon Feltheimer told analysts the domestic year is "heading for its first $10 billion year
since before the pandemic.”

Whatever is wrong in the business, audiences are showing up for event films, and the connective tissue
around them is still thin: the concentration pattern the Q2 report described held.

1.6 Labor: The Rules Held, the Fights Moved to Voice and Animation

The SAG-AFTRA TV/Theatrical Agreement with its expanded Al protections took effect July 1. The DGA's four-
year deal, reached June 9 with director control over Al-generated footage and an employer-funded skills
program, was ratified in late June (the DGA's own vote closed June 25; a secondary report gives 87 percent
approval, unverified). With the WGA's spring agreement, all three major guilds carried Al terms into Q3 with no
strike rights over Al until the end of the decade. IATSE ratified a first contract for script coordinators on
September 25 with no Al terms. The next front is animation and voice: SAG-AFTRA sent a four-year TV
animation contract to members on October 6 with the live-action Al protections folded in, and voting closes
October 29 (Cartoon Brew). In the UK, the Save Our Voices Now campaign published an open letter on August
28 signed by more than 80 performers including Hugh Bonneville and Nicola Coughlan, petitioning for a
statutory right to one's own voice, in a country with no equivalent of the US NO FAKES Act, which has not
moved since clearing the Senate Judiciary Committee on June 18. Star Wars franchise VFX workers unionized
with IATSE on July 30, following Netflix animation production workers earlier in the year. In games, Blizzard's
September 9 union contract covering 1,900 workers requires the company to consult workers before
introducing Al that affects working conditions.
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SECTION 2 - INDUSTRY ANALYST

Platform Policy Changes

2.1 The Quarter's Through-Line: Disclosure Became a Distribution Question

The Q2 report found every platform executing the same two-sided policy, lowering barriers for humans and
raising them for automation. Q3 completed the move. Within a single month, Spotify (August 11), Snapchat
(effective in August), Apple Music (August 20), and Instagram (August 31) each tied recommendation eligibility
or reach to Al disclosure, and none of it was required by law. The practical consequence for a shop is that an
undisclosed synthetic presenter, cue, or persona now loses distribution the same week, while a regulator
would take a year.

WHAT IT
PLATFORM DATE RULE BINDS
TIDAL Jul 15 No royalties on fully Al-generated tracks; Al badges and listener filter Distributors, labels
Deezer Jul 21 Disclosed that fully Al tracks exceed half of daily uploads on peak days Context
(~90,000/day); 85% of Al streams flagged as fraudulent and demonetized
IFPI/ majors  Jul 29 Chart eligibility for "substantially human made" tracks; ARIA first to adopt (Aug Labels,
31) distributors
Spotify Aug 11 (live "Al Persona" badge; badged artists excluded from editorial and algorithmic Artist identity, not
mid-Sep) recommendation unless followed method
Snapchat Jul 31/ Aug Spotlight recommends only video "created by real people" Uploaders
Apple Music  Aug 20 Al Transparency Tags required where Al made "a material portion" of a track, Labels and
"later this year" distributors
Instagram Aug 31 "Al-generated profile" label; unlabeled synthetic-person accounts detected and Account identity
made non-recommendable until labeled or appealed
YouTube Sep 3 Refreshed branded-content disclosure label; automated detection may apply the Creators and
label to undisclosed sponsorships brands
X Sep 8 Revenue sharing replaced by Original Content Rewards; reposts and re-uploads  Creators

excluded

The Suno terms that took effect September 3 belong on the same list from the tool side: download caps (7
lifetime free, 20 a month Pro, 60 Premier), a track that cannot be released or licensed until a download is
"spent" on it, non-commercial remixes at every tier, and Suno's right to append tier and download-status
markers to files. Italy's competition authority opened a probe into those terms on October 7, outside the
quarter.

2.2 YouTube Rewrote the Math Twice and Then Paid for Loyalty

YouTube's Q3 changes land on any shop that runs channels for clients or sells against view guarantees. On
July 13 it clarified "inauthentic content” rules, barring template-built, incoherent-Al, and fake-persona content
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from monetization. On August 10 it announced the first significant Partner Program revision since 2018,
effective February 1, 2027: new applicants need 1,000 subscribers plus either 8,000 qualified watch hours or
20 million qualified Shorts views, double the current bars, and every partner needs 10 million qualified Shorts
views in a rolling 90 days to receive Shorts revenue. It disclosed the Premium pools for the first time, 30
percent of net Premium subscription revenue split 55/45 between long-form and Shorts. From August 24 a
public view counts from the first frame, with the stricter "engaged view" governing eligibility and earnings; one
third-party estimate puts public counts about 40 percent above engaged views (unverified). Bloomberg
reported on August 19 that YouTube is paying top creators for exclusivity and excluding those who sign with
Netflix from brand-deal proceeds and events; Netflix kept signing. The Amazon affiliate catalog opened August
27. Made on YouTube in late September added Shorts series, a Gemini editing assistant, and a live audio-
dubbing pilot for early 2027 (secondary coverage; verify against YouTube's blog before quoting).

2.3 Meta: Labels, a Reach Penalty, and an $18 Billion Reset of Teen Distribution

Meta automated Al labels on ads made with its own tools in July and, in the same month, stopped removing
deepfakes solely for being manipulated media (Meta Transparency Center; verify before external citation). The
August 31 Instagram label is the consequential change for anyone delivering virtual-presenter content. The
larger number came August 26: Meta agreed to pay roughly $18 billion over ten years and to impose default
teen protections on Instagram and Facebook in participating jurisdictions, including a two-hour daily limit only
a parent can disable, a midnight-to-6 a.m. Night Mode, hidden like counts, and a non-algorithmic feed option,
with $5.3 billion released only if YouTube and TikTok adopt matching terms. Meta counts 52 attorneys general
(48 states, DC, three territories); the underlying suit was brought by 29 states (Meta Newsroom; TechCrunch).
In September Meta merged its Creator Marketplace and Partnership Ads Hub into a Creator Marketing Hub
(September 15), opened live video ads on Instagram (September 29), extended Bonuses to photo and
carousel posts, and began selling Meta One subscription tiers for tools that creators previously got free
(reported, $14.99 to $499 a month, secondary sources).

2.4 TikTok: Settled Ownership, a Handshake on Guardrails, and Quiet Cuts

TikTok's first settled quarter under the USDS joint venture produced goodwill tours in July, a Disney IP-
licensing deal for creators on August 5 (videos surface on TikTok and on Verts inside Disney+), and the MPA-
ByteDance memorandum of understanding on August 17 establishing "a shared framework to maintain strong
guardrails" for the Seedance and Seedream models inside TikTok, CapCut, and Dreamina. The release
confirms an MPA cease-and-desist from February and describes no technical guardrail. The platform also cut
250 moderation and policy roles in Nashville on August 6 (office closes October 5) and 75 in Bellevue on
August 18, per WARN filings and secondary coverage; TikTok tied neither to Al. TikTok Shop reportedly
reached $50.3 billion in first-half global GMV, up 92 percent, with the US back at number one (Momentum
Works estimate). CapCut's terms remain dated April 15, 2026, with broad irrevocable commercial rights over
uploads.

2.5 Regulators Caught Up With the Platforms

The European Commission designated ChatGPT a very large online search engine and Reddit and Roblox very
large online platforms on August 31, giving each four months to meet systemic-risk obligations under the DSA.
The Commission's transparency Code of Practice, assessed as adequate in July, listed 82 provider and 152
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deployer signatories as of August 20, with implementation task forces starting in September. Twitch lowered
its monetization threshold to 25 followers; Digiday noted discoverability, not monetization, remains the small
streamer's problem.
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SECTION 3 - INDUSTRY ANALYST

Creator Economy Landscape

3.1 Market Size: Still No Single Number, and the Critique Got Louder

No independent market-sizing report changed the picture in Q3. eMarketer's two figures remain in circulation
and are not interchangeable: $21.1 billion for US creator marketing spend under a broad definition and $12.1
billion for US influencer marketing under a narrow one, both paywalled. Goldman Sachs' $480 billion-by-2027
projection dates from 2023 and should be cited only as context with that date. The quarter's most useful
contribution was Mark Ritson's August 10 column in The Drum arguing that the creator ROI figures brands
repeat come almost entirely from platforms and agencies with a stake in the result, and that a $14 billion
spread between market-size estimates means nobody knows how big the channel is (read through an agency
digest, not the column itself). CreatorlQ's 2026-2027 report (September 30, vendor-published) put average
creator investment at $4.8 million per organization, up 33 percent, with 38 percent of growing budgets net-
new money. (Confidence: High on direction, Low-Medium on any specific figure.)

3.2 The Defining Story: The Top Industrialized and the Platforms Started Paying for
Loyalty

Two July data points and one August pattern describe the quarter. Forbes' Top Creators list (July 1, staff-
written) put the top 50's combined earnings at $1.02 billion, over a billion for the first time, with MrBeast at
$300 million and growth coming from films, streaming deals, and brand ventures rather than ad revenue.
Quartermast reported a record 70 creator-economy M&A deals in the first half, up 23 percent, with media and
IP targets outpacing software for the first time (advisory-firm report). In August YouTube began paying top
creators for exclusivity and penalizing Netflix cross-posting while Netflix kept signing shows day-and-date;
Patreon shipped 30 features a month after cutting 20 percent of its staff; the BBC put a public price on
YouTube-first documentary at £50,000 per 25-minute film with three months to deliver and no room for
complex clearance (BBC deepwatch brief via Tubefilter, August 26). In September Whatnot raised $545 million
at a $20 billion valuation (reported), and Instagram put affiliate links inside Reels.

Read together: the top of the creator economy behaves like the media business it was supposed to replace,
the platforms now compete for its loyalty with money and penalties, and the layer just below the top 50 is
building staffed operations with the same back office as any production shop.

3.3 Burnout and Income: The Supply Side Is Professionalizing by Shrinking

No vendor burnout survey was released in Q3, and the "78 percent of creators report burnout” figure
circulating in August aggregators has no attributable source and must not be used. The one new number
came from outside the sector: Incogni's 2026 survey of 1,000 US adults found 55 percent post less than five
years ago and 51 percent say maintaining a presence "feels like work" (privacy vendor, via New Engen). New
Engen's reading, that casual posting is collapsing while brand demand rises, so production consolidates into a
smaller professionalized cohort that is harder to book at last year's rates, is agency analysis and persuasive.
Modern Retail's first-quarter survey found only 25 percent of marketers use Al anywhere in influencer work,
the lowest of any channel, with consumer demand for human authenticity the most-cited reason. The
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structural picture from Q2 holds: aggregate growth, top-heavy distribution, operational overload in the middle,

and consolidation into staffed shops that share overhead.

3.4 Podcasting: The Cleanest Economics in the Report, and a Format Crossing Over

The podcast segment produced the quarter's best independent numbers and its clearest operator anxiety.

« Economics. iHeartMedia's second quarter (August 10): podcast revenue up 20.7 percent to $162.1

million, Digital Audio Group up 12.4 percent at a 33.8 percent adjusted EBITDA margin, broadcast
EBITDA down 39.2 percent; the sixth consecutive quarter in which digital EBITDA exceeded broadcast;
roughly half of podcast revenue from the local sales force. SiriusXM reported podcast revenue up 30
percent (secondary coverage). Spotify reached 300 million Premium subscribers (August 4). Forbes' first
Highest-Paid Podcasters list put the top 20 at $638 million combined (July 30, staff-written).

The comp. Acast bought Backyard Ventures on August 12 for $20 million ($16 million cash, $4 million
deferred shares), a business with 200-plus creators, 2025 revenue of $16.1 million, and a 12 percent
adjusted EBITDA margin: roughly 1.2 times revenue, and the shows stay hosted elsewhere, so Acast
bought a team that sells audio, video, social, and newsletters together, not infrastructure (Podnews).

» Consolidation and migration. Amazon absorbed Wondery; Spotify's Megaphone ad-stack migration

forced hosted publishers onto its own stack mid-year; SiriusXM's reported iHeart talks stayed
unresolved; Cumulus cut its two most senior podcast leaders during a bankruptcy exit (August 6).

+ The threat. Spotify's "Skip Ahead" test, first reported August 4, lets some Premium users skip podcast

ad breaks not sold by Spotify; Spotify says it "regularly conducts tests" and had announced neither
expansion nor withdrawal by quarter end. Bumper's data says fewer than 10 percent of ad breaks are
skipped today.

September's events. The Sounds Profitable Business Summit (September 14 to 15, 400-plus
attendees, 200-plus buyers), IAB's Podcast Upfront (September 16), and the first New York Podcast
Movement (September 17 to 18, Terminal 5) ran in one week; session recordings were posted free
afterward.

* The audience. Sounds Profitable's Podcast Landscape 2026 (5,473 US adults, fielded August,

published at the turn of the quarter) found reach flat at 74 percent ever, 55 percent monthly, and 39
percent weekly; 44 percent of consumers watched a video podcast in the past week, up from 40; 34
percent started consuming within the past year, up from 28; and Netflix was named by 21 percent as a
platform used in the past 12 months, third behind YouTube (63) and Spotify (33), though only 5 percent
call it their most-used platform. Spotify's deal to bring video podcasts to Netflix keeps Spotify's
integrated ads and bars full episodes from YouTube (NYT, secondary).
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SECTION 4 - INDUSTRY ANALYST

Al In Media & Entertainment

4.1 The Governance Ledger: What Took Effect, What Was Ruled, and Who It Binds

Q2's table had five instruments. Q3's has more than a dozen, and the useful way to read it is by who each one
binds.
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INSTRUMENT DATE BINDS STATUS

SAG-AFTRA TV/Theatrical Jul 1 Signatory producers: consent, notice, compensation for digital In force

Agreement Al provisions replicas

GEMA v. Suno (Munich Jul 31 Suno; liability for training on six named works in the US; Ruling; broader remedies

Regional Court) damages to be determined; appealable unverified against the court

record

Digital Omnibus on Al, Jul 27 Delays high-risk Annex Ill obligations to Dec 2, 2027 and In force

Reg. (EU) 2026/1744 embedded systems to Aug 2, 2028; Article 50 untouched

EU Al Act Article 50 Aug 2 Providers: machine-readable marking of synthetic media; In force; Dec 2 grace covers
deployers: disclose deepfakes and Al text published on matters provider marking only for
of public interest; fines to €15M or 3% pre-existing systems

Transparency Code of Aug 20 Voluntary; 82 providers, 152 deployers Signed; task forces from

Practice list September

MPA-ByteDance MOU Aug 17 Nobody; "shared framework" for Seedance/Seedream guardrails  Non-binding

"Human Generative Aug 20 Nobody; three-tier vocabulary for authorship from ~120 Non-binding; tier reading

Workflows" framework executives, guild figures, and filmmakers convened by Kathleen from coverage, document
Kennedy and Susan Ruskin since Nov 2023 not yet read in full

California SB 813, AB Sep 9 Independent Al verification bodies; state registry of Al auditors Signed

1405

California SB 1050 (Ch. Sep 16  Disclosure when video or audio ads use Al-generated performers  Signed; Jan 1, 2027 inferred

246)

California AB 2319 Sep 19  Post-production credit (see 1.4) Signed; first window

mid-2027

Thomson Reuters v. Sep 29 ROSS; copying Westlaw headnotes to train a competing tool not  Ruling; does not settle

ROSS (3d Cir.) fair use, partly for harm to a training-data licensing market; court  generative Al
distinguished generative models

California SB 1111 (Ch. Sep 30 Anyone using a voice or likeness in California: digital replicas Signed; Jan 1, 2027 inferred

862) added to the name-and-likeness law

California SB 951 (Ch. Sep 30 Cal/WARN-covered employers (75+ workers, 50+ laid off) where  Signed; most 20-100

860) Al or automation is the cause "in whole or in substantial part": a person shops outside it
“technology displacement" notice naming the technology,
published by EDD

California SB 947 (Ch. Sep 30 Employers: limits on Al alone to discipline or fire; weakened in Signed

859) passage

California SB 1000 (Ch. Sep 30 Al Transparency Act amendments; urgency statute, in force on In force

861) signature; drops the one-million-user threshold

California AB 2713 (Ch. Sep 30 Platforms and tool makers: provenance data, transparency and Signed

856), SB 1159 (Ch. 863)

governance

(Sources: EUR-Lex; European Commission; gov.ca.gov; leginfo.legislature.ca.gov, read October 11;
CalMatters Digital Democracy; Ballard Spahr; Music Week. Vetoed: SB 903 and AB 2575, both health-care Al

bills.)
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Two distinctions carry the practical weight. First, the EU's December 2 grace period applies only to provider-
side marking for systems already on the market before August 2; it does not postpone a publisher's disclosure
duties, so "the EU delayed the Al Act" is true of the high-risk rules and false of content disclosure. Second,
California's bills mostly bind the makers and platforms, as TV Tech's October 9 special report by telecom
lawyer Gregg Skall told broadcasters, and the advice that follows for a user of those tools, a written Al policy,
preserved C2PA credentials, and Al-use warranties from program suppliers, reads like a governance checklist
published for free by a lawyer, which says the questions are now mainstream.

The litigation docket moved underneath. In the Boston Suno case, Judge Saylor allowed UMG and Sony's
DMCA anti-circumvention claim over alleged stream-ripping of training data to proceed (August 18 to 19), a
theory that sidesteps fair use, while refusing to expand the case beyond 560 recordings; the labels filed a
second suit on September 18 naming 60,202 recordings and arguing that Suno's v6, trained partly on its own
users' creations, is "the fruit of the same poisoned tree." The $9 billion figure attached to that suit is arithmetic,
not a demand. UMG sued DistroKid in Delaware on September 15 over an "Al-slop pipeline," including one
account that released 4,562 tracks in a year, which moves liability from the model maker to the distributor.
Round Hill Music sued Anthropic and Suno (August 17), wikiHow sued OpenAl (August 22), and shareholder
derivative suits over Al training decisions were filed against Apple's Tim Cook (August 14) and Microsoft's
Satya Nadella (August 17). In Disney, Universal, and Warner v. Midjourney, fact discovery closed September 21
and expert discovery runs to November 9; Midjourney agreed on October 6 to hand over its video training
datasets. Judge Amit Mehta dismissed Penske Media and Chegg's antitrust claims over Google's Al
Overviews ("An expectation is not an agreement"); coverage disagrees on whether the dismissal was
September 30 or October 1 and whether it allows refiling.

The licensing-over-litigation pattern the Q2 report identified continued on the music side: UMG and
ElevenLabs signed a multi-year licensing and product-development agreement on September 10, ElevenlLabs'
first with a major label, for a fan co-creation platform with no named artists, launch date, or terms; Suno
released v6 on licensed models on September 9; Spotify signed Kobalt and Merlin for licensed fan remixes;
the LA Times reported on August 31 that Google approached Disney, Universal, and Warner about licensing IP,
with no deals. GEMA's chief executive Tobias Holzmduller drew the lesson from the Munich ruling that claims
can be brought in European courts regardless of where training happened: a tool an editor picks can create
exposure in a jurisdiction the shop never chose.

4.2 AI Showed Up in the Org Chart Before It Showed Up in the Numbers

The quarter's company disclosures ran in one direction. Netflix's July 16 shareholder letter said generative Al
touched roughly 300 titles in the first half, mostly in post, and Ted Sarandos offered one example, 17 minutes
of a documentary finished twice as fast at half the cost; the 300 figure was repeated on stage at Variety's
Entertainment & Technology Summit on September 17 and is not new. Lionsgate's Jon Feltheimer claimed "95
percent adoption" across the company on August 6 with no dollar figure, days before Semafor reported that
Anson Funds had told the board the market sorts studios into "Al winners" and "Al losers." Scripps and
Disney made the attribution described in 1.2. CuriosityStream reported licensing revenue up 48 percent to
$14.1 million on "Al training sectors" and offered a corpus of more than 880 billion tokens. iQlYI said AIGC
cuts costs and timelines "by 70 to 90 percent" for suitable content and makes up more than half its micro-
drama portfolio (self-scoped). Adobe said Al-first annual recurring revenue passed $650 million, up more than
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150 percent (September 10), which measures what Adobe sells, not what customers save. The BBC's Media
Tech division said it "will embrace Al to reduce costs" with no split of the £37 million. And then, for the six
weeks from August 29 to October 9, no studio, streamer, label, or game publisher gave investors a quantified
Al figure of any kind (weekly numbers sweep).

The Q2 report's adoption-versus-ROI finding held, and the Q3 version of it is sharper: the decisions are being
made in memos and hiring plans, not on earnings calls, and a 20-to-100 person shop will not get a published
benchmark to copy. Netflix's framework now covers generative use on "roughly 300 programs" (Girish
Balakrishnan, September 17); EY's Vamsi Duvvuri at the same summit said catalogue tagging "is still heavily
manual" and "good Al requires good data," which is the most useful line of the quarter for back-office work.

4.3 The Tools: Prices Moved More Than Capabilities, and MCP Became the
Integration Layer

For a shop's accounting, the quarter's tool news is a pricing story.

DATE MOVE WHY IT MATTERS TO THE BACK OFFICE
Jul 24 Anthropic Claude Opus 5, one-million-token context at unchanged A season of scripts or a contract stack fits in one
pricing conversation
Jul 30  OpenAl cuts API prices; cheapest GPT-5.6 tier down 80% Bulk metadata, transcription cleanup, tagging get
cheap

Aug LTX-2.5 open weights, free commercial use under $10M revenue; LTX  Most 20-100 person shops qualify for the free

11 now independent of Lightricks license
Aug GreenSlate Bill Autofill: "Autofill types. It doesn't decide anything." The production-accounting Al norm, matching
19 Wrapbook's May framing

Aug OpenAl GPT-5.6 Sol: input down 20% to $4/M, output down 33% to Verified at vendor
21 $20/M, guaranteed to Nov 21

Aug Anthropic holds Sonnet 5 at $2/$10 and cancels a Sep 1 rise Verified at vendor

September's moves were about how tools are bought as much as what they do.
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WHY IT MATTERS TO THE

DATE MOVE BACK OFFICE

Sep 1 Avid Media Composer 2026.8 (multicam auto-cut); "Ready to Edit" agent preview, no Avid's agent and cost products
date; Insights cost tool "early next year" are still previews

Sep 3 Suno terms in force (download caps, perpetual license to submissions, user indemnity) Clearance procedure needed per

asset

Sep 4 Runway Team plan, $69/seat (2 to 9 seats); Max $95; Unlimited closed to new First Runway tier shaped for a
subscribers since Jun 1, migration to Max Nov 30 small team

Sep 8 DaVinci Resolve 21.1 ships a built-in MCP connector (Studio only, $295); Python The most adoptable agent
scripting leaves the free tier feature in editing this quarter

Sep 8 Adobe Premiere Generative Media tool (Firefly, Veo, Kling, Runway, Luma in the Incumbent software costs up
timeline); After Effects assistant in public beta; Topaz Labs acquisition (Sep 10); 2026 while raw Al capability costs fall
price rises of 5 t0 22%

Sep 18  Runway unifies web and developer pricing; Kling models via Runway's MCP connector;  Vendor services staff, Runway-
"Applied Al Architects" for enterprise only

Sep 22 Anthropic Claude Opus 5.5 at $4/$20 per million tokens, below Opus 5 Verified at vendor

Sep 22  Runway DIFFUSE hiring platform for "Al-native talent" Runway's answer to "who can

we hire to integrate this"

Sep 24  OpenAl removes the Videos API and sora-2 (deprecations page opened) Any pipeline on it had to move

Sep 28  Kling 4.0 announced (30-second, 4K, 10-bit claims); only a 720p "Flash" closed beta Specs reported, unverified
shipped; ElevenLabs v4 with stronger cloning

Sep 29- Runway in the OpenAl Marketplace; Runway Ads in pilot; lyuno CLOE Skills packages Tools arrive through budgets a

30 localization Al by deliverable company already has

Sep 30  ElevenLabs $300M employee tender at $22B; Gemini 3.8 Flash $0.75/$3.75 until Dec Price cliffs with dates

31, doubling Jan 1

Adjacent: Microsoft's July 365 Copilot wave added watermarking controls for Al video and audio, off by

default; Descript's unmetered Underlord window closed around August 31; Midjourney V8.2 became default

July 24; Runway added Model Router (July 23), enterprise audit logs and per-generation credit exports (July
28), and ByteDance's Wan 3.0 (August 24); Autodesk added a 3D editor to Flow Studio; ElevenlLabs shipped
Dubbing v2 (August 10) and Music v2.5 (September 14); Rightsline's pre-IBC release listed Al contract analysis
and ingest, mostly repeating its 2025 list; Lingopal published a $249 Studio tier; CAMB.AI published tiers from

$5 to $900 a month; Wrapbook's "Al Production Incentives Tool" sits in its incentive center with no launch

date and a warning that it "is not infallible." CapCut's terms are unchanged since April 15. Kling's valuation

after its $2.8 billion July raise is reported at both $18 billion post-money and $15 billion pre-money.

4.4 1BC Confirmed the Mid-Market Gap, and the Operators Went Around It

In the nine days before IBC (Amsterdam, September 11 to 14), at least seven vendors announced agentic
products for post and back-office work: Avid (Ready to Edit, Content Core, a browser-based Media Composer

announced with Google Cloud on September 11 with no dates), Mediagenix (agentic Title Management:

contract ingestion, rights validation, compliance verification), Dalet, EditShare, Tedial, nxtedition, and
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Backlight's iconik (Al metadata with human review, plain-language search, an MCP connector). Veritone and
Moments Lab timed announcements to the same window. At the show, agents and MCP connectors sat on
nearly every stand, the IBC Conference added "Al in practice" and "security and provenance" tracks, and
attendees worried about "rogue" agents, which pushed interest in MCP as a way to limit what an agent can
touch (TV Technology). Attendance was 41,225 from 170 countries per AudioXpress, down from 43,858, with
1,300-plus exhibitors; other accounts say 44,000-plus (unconfirmed by the organizer). Mediagenix left with two
awards and still no general-availability date, price, or mid-size tier. No vendor readable from the show floor
published a small-company price.

The counter-signal came from operators. Adobe's Frame.io MCP server private beta, posted July 29, drew a
queue of small-shop operators asking to wire Claude, ChatGPT, or Cursor into review, delivery, and archive: a
stock-footage seller wanting an agent to inventory a 300 GB archive, a boutique owner whose daily tools
already sit inside one assistant, shops asking for auto-upload and project archiving. The thread ran past 58
replies by September 2 and 176 by October 9. The same forum carried near-identical requests all quarter to be
added to the "ALM migration priority list" because V4 metadata writes return a 403 until Adobe migrates the
account by hand, with a video agency's daily status-hygiene bot among the casualties, and the 403 threads
were still arriving on October 13. Blackmagic's Resolve 21.1 MCP connector shipped on September 8 in the
$295 Studio tier, which makes it the most adoptable agent feature of the quarter for a small post house.
Variety's September 17 summit supplied the vocabulary: Google's Mira Lane said "the word 'Al' is doing too
much right now" and pointed to the Kennedy and AFI paper as shared language.

4.5 Where the Capital Went: Services, Plumbing, and Character IP

The Q2 report found every major check funding planning, infrastructure, or pipeline rather than synthetic
performance. Q3 held the pattern and added a new category.

+ Implementation services. Microsoft announced Frontier on July 2: a $2.5 billion commitment, 6,000
employees, engineers embedded inside enterprise customers, Unilever and Novo Nordisk as initial
clients, framed against research showing most enterprise GenAl pilots produce no profit-and-loss
impact. Anthropic, Blackstone, and Hellman & Friedman introduced Ode on July 15 with roughly 100
engineers, built on the acquisition of Fractional Al; its backing is reported at $1.5 billion but not
itemized; Citrin Cooperman became its first named client outside the launch set on August 3. Runway's
Team plan, forward-deployed staff, and DIFFUSE are the creative-tools version of the same move.

+ Video understanding and library plumbing. Twelve Labs raised a $100 million Series B on July 1.
Versos Al (about $5 million raised; CuriosityStream a partner) launched "Content Value Assessments for
Al Licensing" on October 5, and Protege ($65 million raised, most recently from Andreessen Horowitz)
offers to "assess your library and rights framework" before licensing; both are MIPCOM partners and
both are paid on the deal. Fabric Data (Xytech, Origin) and TMT Insights merged on September 10 to
sell scheduling and metadata software with MCP connectors and process-redesign services to 380-plus
customers.

+ Generation. Kling closed $2.8 billion in early July; Higgsfield raised $400 million at $5.4 billion on
August 17, quadrupling in eight months; ElevenLabs ran a $300 million tender at $22 billion on
September 30; General Intuition raised $220 million at $6.2 billion to train world models on gameplay
video (September 29).
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+ Character IP. WildBrain bought Personality Al, the kid-safe character-Al startup behind "Hey Peppa
Pig," for about $11 million in cash plus shares and up to $56 million in earnouts, up to $69 million in
total (August 24). Banijay's "Live Better for Less" produced one shoot and seven Al-localized versions
for September launch. An IP owner decided conversational-character capability is a licensing category
worth owning.

4.6 Gaming: The Biggest Deal Closed, the Cuts Continued, and the Players Set the
Rules

The $55 billion take-private of Electronic Arts closed August 4. Microsoft cut roughly 3,200 Xbox positions
over twelve months on July 6 and 268 more on September 22, with Undead Labs spun out and Ninja Theory's
closure consultation beginning in October; Satya Nadella called the more than 5,750 Xbox cuts since October
2023 "streamlining." Amir Satvat's tracker counted 9,781 confirmed game layoffs through July 26 and about
10,140 by August 11, already above all of 2025, with a full-year forecast raised to 14,666 (tracker figures;
method includes projections). September's closures, Polyarc, Heart Machine, Nerial, Dear Villagers, and the
reported Build a Rocket Boy wind-down, cited funding, not Al. Supermassive's third round in three years was
August 11.

Al appeared in hiring plans rather than layoff notices. The 2026 Big Games Industry Employment Survey
(Values Value and InGame Job, a Europe-focused early cut of 1,800 respondents; full report due November)
found 35 percent of founders chose not to hire because Al could do the work, 60 percent deliberately keep
teams small, 48 percent operate at a loss, and 78 percent of workers said Al changed their work this year.
Japan's CESA preview put generative Al use at 85.8 percent of responding developers, up from 51 percent.
GDC's January survey of about 2,300 had 36 percent using Al tools and 52 percent saying generative Al
harms the industry. These measure different populations and must never be quoted without their source; the
Google Cloud and Harris Poll "90 percent" figure from August 2025 is a fourth population again. MTG's Maria
Redin said one team "can actually make three games now because you size them differently" and runs a
whitelist of approved tools (interview). Players kept punishing Al they could see: Level-5's chief executive
apologized on September 12 for Al footage in showcase trailers; a five-person Korean studio replaced Al
cutscenes within days of "mostly negative" Steam reviews; EA stressed performer "consent and active
collaboration" for Al voice in NHL 27 (September 10); Jagex pulled a trailer in October after a partner that had
promised no generative Al used it anyway. Steam's rules, unchanged since January 16, require disclosure only
of Al content players see. Roblox said about 9,000 games were published from its prompt-to-game tool, with
71 percent of users new to Roblox Studio (company figures, three-country alpha). Keywords Studios, the
largest outsourced games services firm, removed its Al advisory offers from its site by early October and now
sells training data to model labs.

The reading from the Q2 report, that gaming runs the experiment the rest of M&E is about to repeat, held:
adoption rose, headcount fell, nobody in charge said plainly what it meant, and the accepted uses are the
ones players never see, which is back-office work.

4.7 Market Size: Continuity Only

Grand View Research values Al in media and entertainment at $43.1 billion for 2026 and $159.3 billion by 2033
at 20.5 percent compound growth; its earlier release projected $99.48 billion by 2030 at 24.2 percent. The two

23



are not reconcilable, both are research-house estimates, and they are reported here for continuity with prior
quarters. The Business Research Company's estimate for generative Al in gaming is $2.21 billion for 2026
(analyst estimate). The number that better describes what the market pays for Al video today is Higgsfield's
$5.4 billion valuation against a $1.35 billion mark in December.
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SECTION 5 - INDUSTRY ANALYST

Emerging Industry Pain Points

5.1 New Pain Points by Source

The Q2 report's theme was obligations landing on desks with no owner. Q3's theme is that those obligations
now have statutes, platform penalties, and client memos attached, and the vendors that could help priced
themselves out of reach.

From the TV/film/streaming landscape (Section 1):

- The largest buyer in Los Angeles has a $6 billion savings target and a memo that names Al; every
vendor should expect "what does Al do to your rate" at the next bid, with no published benchmark to
answer from.

* Supplier-layer stress (MBS default, UK spend down 15.6 percent, FilmLA's weakest quarter, four
streamer price increases) pushes payment risk and rate pressure down to post, VFX, equipment, and
production companies.

+ AB 2319 adds a post-production incentive with a ranking rule that rewards documented labor cost and
an 18-month completion clock, nine months before the first window, with a $10 million pool that will be
oversubscribed.

+ Synthetic voice and likeness clearance now depends on four regimes (SB 1111, the UK petition, NO
FAKES stalled, the SAG-AFTRA animation terms pending ratification), and no shop under 100 people
has a checklist for it.

From platform policy (Section 2):

+ Nine platform disclosure rules in one quarter, each triggered differently (identity, method, material
portion, real people), with reach as the penalty.

* YouTube's public and engaged view counts diverged on August 24; contracts and dashboards need the
metric named. Exclusivity payments and Netflix cross-posting penalties make a clips clause a talent-
agreement requirement.

+ Generative music files are not clearable without a logged tier, download record, model version, and
remix status.

« A $18 billion teen-protection settlement reshapes under-18 distribution for kids and family producers the
day it is implemented.

From the creator economy (Section 3):

* The BBC's £50,000, 25-minute, three-month brief defines a budget that leaves no room for clearance
complexity.

+ Podcast networks now deliver to three platforms (YouTube, Spotify, Netflix) that measure differently, with
a skip-ahead test threatening the mid-roll model and a 1.2-times-revenue comp that prices a download-
only sales story below the market.
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+ Supply-side consolidation and an advertising holding company cutting 15,000 roles will tighten
branded-content budgets at exactly the networks and production companies that depend on them.

From Al in M&E (Section 4):

+ Per-deliverable, per-shot, per-cue documentation implied by Article 50, the Human Generative
Workflows tiers, and California's provenance bills, with no one staffed for it.

* Three subscription and pricing changes a month, including a January price doubling and a November
plan migration, hitting books without warning while incumbent software rises up to 22 percent.

* Enterprise-only agents from IBC, operators integrating MCP connectors themselves, and no guidance
on permissions.

* The Frame.io V4 migration tax (403s, broken webhooks, locked-out owners) persisted from August into
October and never reached the trades.

* Three free library assessments from companies paid on the deal, and no independent read of chain of
title first.

5.2 Market Timing Considerations

The fourth quarter is dense with dated events that create follow-up conversations, and they are deadlines and
terms rather than launches. MIPCOM runs October 12 to 15 with a new Al forum built around dubbing,
metadata, and library licensing; NAB Show New York runs October 20 to 22; Netflix reports October 20 and
Comcast October 22, opening a disclosure season that follows six weeks of silence; the SAG-AFTRA
animation vote closes October 29; Adobe MAX is November 10 to 12; Runway's Max migration lands
November 30; the EU's provider-marking grace period ends December 2; Gemini's Flash pricing doubles and
California's non-urgency bills take effect on January 1. The enterprise implementation firms and the IBC
vendors will spend the quarter teaching the market that Al adoption is a services problem, which is free
category education as long as the SME differentiation stays sharp. The timing risk is unchanged from July:
commoditization from below, through OpenAl's small business program, Runway's $69 Team seats, LTX's free
community license, and operators integrating MCP connectors without an advisor. The pitch to those
operators has to be about permissions and judgment, not about whether to integrate.
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SECTION 6 - INDUSTRY ANALYST

Community Pulse

Research drew on the segments mapped to this report in the AEstruct Community Directory v2.2 (October 1,
2026 sweep): indie production (NPACT, AICR, PGA spaces, Stage 32), post houses (Post Super, HPA, Post
New York Alliance, Creative COW, the Frame.io and Resolve forums), VVFX (Pipeline Conference, Flow
Production Tracking), games (Game Production Community, Indie Game Business), podcast operators (Sounds
Profitable, Podcast Movement, Podnews), and the production-finance cross-cut (EP ProductionLot, Room
Tone, The PAC). A coverage note first: Reddit was unreachable in all three months of the quarter, including a
Claude in Chrome attempt for this report that was blocked by the browser's site restrictions, so r/editors, r/vifx,
r/Filmmakers, r/podcasting, and r/FilmTVBudgeting are absent, and the gated Slacks and Facebook groups are
inferred from public signals per the directory's confidence notes. The absence of a topic below is a coverage
gap before it is evidence of quiet.

6.1 How Sentiment Moved Across the Quarter

The quarter traced an arc from stressed to selectively energized to busy. July was stressed but clarifying:
Netflix's "300 titles, mostly in post" landed on the exact departments this report serves, FilmLA confirmed
there was no LA recovery yet, SAG-AFTRA's Al rules became daily paperwork, and Adobe's price increases
pushed live switch-to-Resolve talk inside Adobe's own forums. The mood moved from "is this coming" to "it is
here, and the fights are about disclosure, compensation, and who owns the compliance work." August moved
from caution to selective enthusiasm with a hard practical edge: the busiest peer thread anywhere was small
operators queuing for Frame.io's MCP beta so they could wire review and delivery into the assistant that
already ran the rest of their stack, while the same forum filled with complaints that Adobe's V4 migration had
broken last year's automations. Post and VFX voices that engaged with Al framed it as a cost-allocation
question ("does Al save money or move the cost into post"), and the back-office vendors matched that
framing with "types but doesn't decide." September was quieter in the open forums and busier in the rooms:
IBC, the Sounds Profitable Summit, Podcast Movement, and Variety's summit drew the operators offline, the
Flow Production Tracking community spent the month on release notes and task-template questions, and
Creative COW's September contributions were a how-to on Al-assisted animation pipelines (September 20)
rather than a debate. The Frame.io MCP thread tripled in size over the month anyway, and the V4 403 threads
kept arriving into October. Net for the quarter: cautiously energized in post, VFX, and production finance;
defensive in podcasting, where Spotify's skip-ahead test and a drumbeat of "listeners prefer Al narration"
studies added unease; unknown on Reddit.

6.2 What Grassroots Talk Predicted Before the Trades Reported It
The Q2 report scored the Community Pulse as a leading indicator with a four-to-eight-week lead time. Q3's

scorecard:

+ July's "Al compliance is an unstaffed job" (indie-producer threads on SAG paperwork, the three-
regime convergence) preceded California's September 30 package by about ten weeks and the
industry's own Human Generative Workflows framework by four. Hit.
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+ July's "the disclosure infrastructure is one missing product, and someone will build it" preceded
Meta's automated ad labels, Spotify's badges, Instagram's detection-and-penalty system, and TikTok's
October claim of 3 billion videos labeled. Hit, with the caveat that the platforms built it as enforcement
rather than as a product a shop can buy.

August's "MCP is the integration layer for small M&E shops" preceded Resolve 21.1's built-in
connector (September 8), iconik's (September 8), Runway's Kling-via-MCP (September 18), and the
agent-security conversation at IBC by one to three weeks. Hit, and the shortest lead time of the year,
which says the vendors were already building.

* August's "types but doesn't decide" as a forming norm was not contradicted by any vendor in the
quarter, and Wrapbook's new incentives tool shipped with the same "not infallible" caveat. Hit on
direction; the norm is still vendor-led and unwritten.

* Misses. Nothing in the communities anticipated Spotify's skip-ahead test, YouTube's first-frame view

count, or the $18 billion Meta settlement; platform moves arrive top-down and the operator

communities react rather than predict. The incentive-churn thread on EP ProductionLot had zero
comments all quarter: that audience reads and does not post, so its pain shows up in cash-flow
models, not threads.

The pattern to keep exploiting is unchanged: communities surface the workflow implications of headline
events four to eight weeks before trade coverage does, and the back-office implications sometimes never
reach the trades at all.

6.3 Tool & Workflow Chatter, Consolidated

Editing: Adobe price resentment pushed Resolve evaluation in July; by September the pull was Resolve's
MCP connector rather than Adobe's pricing, and Blackmagic's own forum traffic is driven by 21.1. Avid
remains "required, not loved," with editable transcripts a small win and Script Sync Al "behaving badly" in a
July thread. Review and delivery: Frame.io V4 sentiment is positive on the product and negative on the
migration (403s, "no longer entitled" accounts, broken webhooks, a locked-out owner after an October 1 login
incident); Blackmagic Cloud earned credible feature-film case studies. Pipeline: Flow Production Tracking's
decade-old gaps (query filtering, Houdini 22 menus) cost pipeline leads money while Autodesk surveyed users
about Al workspaces; September was release notes and template questions. Production finance: Wrapbook
keeps up its challenger run against Entertainment Partners (chart-of-accounts templates, code suggestions),
GreenSlate's Bill Autofill drew positive, judgment-caveated reception, and Saturation.io holds the indie-friendly
position; the production-accounting category on EP ProductionLot has been mostly EP posts since June.
Podcast: Descript plus Riverside remains the stack debate; the Megaphone migration was the ops event of
the summer; Descript's metering change produced no discussion that could be found. Voice: ElevenLabs is
the reference tool, fit for corporate and informational content and not narrative performance, now with SAG-
AFTRA ADR provisions and SB 1111 adding a compliance layer. Generation: Kling, Veo, and Runway remain
the stack, with operators asking how to run them together rather than which to pick; Unreal Engine
environments were recommended on Creative COW as the cheaper path than Al for background replacement.

6.4 Signal vs. Noise, Quarter Grade

Durable signals: MCP as the way 20-to-100 person shops integrate agents, with permissions as the open
question; disclosure stigma distorting honesty (Steam's label read as "made cheap," Netflix's 300 anonymous
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titles, Level-5's apology), which matters because ashamed people keep bad records; VFX unionization and
union Al-consultation clauses (Star Wars workers, Blizzard) arriving before the first VFX contract cycle;
incentive churn surfacing as a financing risk before it surfaces as news; the Frame.io migration tax as the
template for the workflow costs that never reach Post Magazine.

Confirmed noise: the "Netflix look" aesthetic panic (faded by September); the Spotify skip-ahead outrage
cycle (still a test, under 10 percent of breaks skipped); the recycled "34,687 game performers back a strike
vote" story (2023 figures); Stage 32's perennial "script or package" and "is LA still the center" threads; and the
A24 and Cannes framings the Q2 report already retired.
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APPENDIX

Key Data Sources

Primary synthesis sources. AEstruct July and August 2026 M&E Market Insights reports (internal); AEstruct
Q2 2026 M&E Market Insights (quarter-over-quarter baselines); AEstruct Weekly Competitor Briefings of July
24, July 31, August 7, August 21, August 28, September 25 (four-week consolidated edition with September
30 addendum), October 2, and October 9, 2026, including their Method Notes. No September 2026 monthly
report exists; September coverage in this document is fresh research.

Major reports and independent research. Challenger, Gray & Christmas Job Cut Announcement Reports for
March, June, July, August, and September 2026 (industry tables; quarterly figures derived from year-to-date
totals). FilmLA Q2 2026 production report (July 23); FilmLA Q3 2025 baseline. California Film Commission
Program 4.0 first-year release (July 7) and August 10 TV round; Governor of California releases of September
16, 19, and 30. BFI production statistics, H1 2026 (August 11). Nielsen The Gauge, June 2026 (released
August 18) and July 2026 (released September 10). Gower Street Analytics, September and Q3 2026 box
office (October 11); Box Office Mojo Q3 2026 quarterly table; Deadline summer box office (August 30). Sounds
Profitable, The Podcast Landscape 2026 (5,473 US adults, fielded August 2026). Triton Digital Q2 2026 US
Podcast Ranker (August 20). GDC 2026 State of the Game Industry (January); CESA survey preview
(September 17); Values Value and InGame Job Big Games Industry Employment Survey (Europe-focused early
cut via GameDev Reports, September 15; full report due November). Amir Satvat's ASGC games layoff tracker
(July 26 and August 11 updates). European Commission Article 50 guidelines (July 20) and transparency Code
of Practice signatory list (August 20). Grand View Research Al in M&E market reports (two irreconcilable
projections). eMarketer creator-marketing and influencer-marketing forecasts (paywalled; definitions differ).

Vendor-published research and claims, publisher identified. Wrapbook 2026 State of Production Finance &
Accounting (~100 respondents) and Wrapbook's AB 2319 explainer (September 23); GreenSlate blog (August
19); Quartermast Advisors H1 2026 Creator Economy M&A Report (advisory firm); CreatorlQ 2026-2027 State
of Creator Marketing (September 30); Incogni 2026 survey (privacy vendor, via New Engen); Modern Retail Q1
marketer survey and Pangram Labs scan (reporting layer only); Momentum Works TikTok Shop GMV estimate;
Media Partners Asia, Omdia, Deloitte, and Sensor Tower micro-drama estimates (definitions differ); The
Business Research Company generative-Al-in-gaming sizing; Google Cloud and Harris Poll developer survey
(August 2025; cited only to explain why it should not be paired with 2026 figures); Filmustage search-trend
figures (vendor claim); Adobe Q3 FY2026 call (September 10); Roblox Build figures (company, three-country
alpha); Bumper ad-skip data via Podnews; TubeBuddy, New Engen, and The Motherhood roundups
(directional).

Company and primary sources. Netflix Q2 2026 shareholder letter (July 16); Comcast, Charter, Amazon,
Disney, Paramount Skydance, Warner Bros. Discovery, Fox, Roku, Lionsgate, iHeartMedia, Spotify,
CuriosityStream, iQlYI, and Cineverse earnings releases and transcripts (July-August); Skydance Form 8-K
Exhibit 99.1 (October 6); Paramount—-WBD joint release (September 30); California, Washington, and New
Jersey attorney general settlement releases (September 21); DGA news release (August 12) and ratification
release (June 12); SAG-AFTRA; IATSE; Cartoon Brew (animation contract, October 6); YouTube blog (August
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10) and Community post (August 17); TikTok Newsroom (MPA-ByteDance MOU, August 17); Instagram for
Creators (August 31); Meta Newsroom (August 26); Spotify Newsroom (August 11, 13); Apple Music via Digital
Music News (August 20); Suno terms via Music Business Worldwide and suno.com; UMG and ElevenLabs
joint release (September 10); PIF release (August 4); OpenAl deprecations page; Anthropic, OpenAl, Google,
and Runway pricing and changelog pages (read at vendor); Blackmagic release notes; Avid, Adobe,
Mediagenix, Backlight, Dalet, lyuno, Rightsline, Lingopal, CAMB.AI, Versos, Protege, Spikes, Kartel, Qvest, Al2
Insights, and Keywords Studios company pages (found dates noted, launch dates where available); EP
ProductionLot incentive updates (August) and EP newsroom (September 24); Frame.io developer forum, Flow
Production Tracking community, and Creative COW (read October 14); Meta Al research blog; CourtListener
docket (Disney v. Midjourney); EUR-Lex (Reg. (EU) 2026/1744; Al Act Article 50); leginfo.legislature.ca.gov (SB
951, SB 1000 enacted text, read October 11); CalMatters Digital Democracy (chapter numbers); Ballard Spahr
(Thomson Reuters v. ROSS, October 2); Music Week (GEMA v. Suno, July 31).

Entertainment trade monitored. Variety (several items read through Yahoo syndication), The Hollywood
Reporter, Deadline, IndieWire, TheWrap, Screen Daily, Realscreen, The Ankler, Billboard, Music Business
Worldwide, Music Week, Music Ally, Digital Music News, Radio Ink, Cartoon Brew, Game Developer,
PocketGamer.biz, GamesBeat, PC Gamer, VGC.

Creator and digital trade monitored. Tubefilter, The Publish Press, Social Media Today, Podnews, Sounds
Profitable, Marketing Dive, Digiday (via Tech Times), Barrett Media.

Streaming and video technology trade. Streaming Media (News & Analysis, OTT TV, Video Production,
Cloud Video verticals consulted), TV Technology, AudioXpress (IBC attendance), MediaPost, SVG Europe,
CineD, VP Land.

Media, marketing, and advertising trade. Adweek, Campaign, Mediaweek, The Drum (Ritson column, via
agency digest).

Tech and business press. TechCrunch, CNBC, Bloomberg (headline-level), Financial Times (via Private Equity
Wire), Semafor (headline-level), Axios, Fortune, Forbes staff lists (creators, podcasters) and one Forbes staff
item on Higgsfield; no Forbes Contributor post is cited as a primary source.

General news, triangulation only. NBC News, NPR, Gray News syndication (Disney+ pricing), Irish Times,
KPBS, 24/7 Wall St. (opinion), Hoodline.

Newsletter and commentary, directional signal only. The Ankler, Sounds Profitable commentary,
TubeBuddy, New Engen, Mean CEO roundup (low authority).

Community sentiment. Segments per the AEstruct Community Directory v2.2 (October 1, 2026 sweep),
scanned via public web signals and direct forum reads; Reddit unreachable in all three months; member-gated
spaces (Room Tone, The PAC, PGA Slack, HPA, AICP) inferred per directory confidence notes, not directly
observed.

Verification notes carried in text. Netflix efficiency claim attributed to Sarandos, single title; Kling valuation
cited both ways; Ode backing figure reported, not itemized; MBS debt figure reported; Omnicom's 15,000 is a
headcount target including disposals, not a layoff count; Layoffhedge's 2026 tally changed scope mid-year
and is not comparable with the Q2 report's figure; Challenger quarterly figures are derived by subtraction of
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year-to-date totals; domestic Q3 box office is derived, not reported; IBC attendance per AudioXpress against
higher secondary claims; Disney+ price-change effective date not stated in coverage; DGA ratification margin
from a secondary source; Human Generative Workflows tier reading from coverage, full document not read;
SB 1111 and SB 1050 effective dates inferred from the absence of urgency clauses; Thomson Reuters v.
ROSS does not settle generative Al; Skydance's $6 billion is not an Al figure; Netflix's reported October cuts
are unconfirmed; Spotify Skip Ahead remains a test; GEMA v. Suno remedies limited to damages-to-be-
determined; "78 percent of creators report burnout" and the "34,687 game performers" strike vote have no
2026 basis and are not used.

Prepared by AEstruct, Inc. - emil.freund@aestruct.com - aestruct.ai
Manage Less. Create More.

© 2026 AEstruct, Inc. All Rights Reserved
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AESTRUCT

Al for the business side of Media &
Entertainment shops. AIGP-
certified. Guiding M&E's third tech

transition.

AEstruct is the Al advisory for the business side of production at media and entertainment shops with
20 to 100 staff: producers, post houses, podcast networks, VFX shops, and the business affairs and
operations teams inside them. The work is the back office, where the hours go: Production Finance,
Production Operations, Rights & Clearance, and Release Operations. Creative Al tooling is on-demand
advice; the payoff is counted in hours returned to the people who came into this business to make
things.

Founder Emil Freund has been through two M&E technology transitions from the inside: he ran the IT

side of Court TV's analog-to-tapeless conversion and took truTV to the cloud, the first Turner network
to run entirely there. Al is the third. He ran global privacy compliance at Electronic Arts and holds the

IAPP Al Governance Professional (AIGP) credential. Plenty of advisors hold the AIGP. Plenty of people
have three decades in M&E. Almost nobody has both. As Emil puts it: "I've done the Al homework for
M&E so you don't have to."

WHO THIS IS FOR

Indie production companies Post houses
Scripted, unscripted, branded, or commercial shops Editorial, color, sound, and finishing facilities where
of 20 to 80 people whose line producers and post supervisors and delivery leads need a clear read
controllers are spending creative hours on the back on which Al workflows are real before the next
office. subscription renews.
Podcast studios & networks VFX & virtual production shops
Networks with staff, ad-sales ops, and sponsor Pipeline, production, and studio managers who need
reporting, looking for fractional Al leadership without Al governance and disclosure procedures that fit a
a full-time hire or a six-figure retainer. 25-t0-80 person shop, not a major.

EMAIL emil.freund@aestruct.com

WEB aestruct.ai

NEXT A 30-minute call to discuss fit. No deck, no pitch, just the right questions.

STEP

Manage Less. Create More. © 2026 AEstruct, Inc. All Rights Reserved
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