Movie Investment: Risk vs. Reward

There's no denying that motion pictures as an alternative investment class is at an all-
time high. Take a look at the major banks, funds and accomplished investors currently
involved in film financing and you'll see a list that includes Dune Capital, Bank Of
America, AIG Direct Investments, B.O.A. Capital Investors, M/C Venture Partners, Larry
Ellison (Oracle Corp.) Fred Smith (Federal Express), Jeff Skoll (EBay), Marc Cuban
(Dallas Mavericks), David Grodnick (PayPal), Sheikh Waleed Al Ibrahim, and many
others.

With new and expanding State film incentives which offer cash refunds of 25% to 42%
for production dollars spent within a state and an investor can see a return of nearly
50% of their invested capital before the film is actually released. California has an
initiative to come on the ballot to for the first time in history offer tax incentives for film
and television. This will allow producers, and studios to keep productions locally where
the best technicians in the world live, certainly saving money on travel, room and board
for key crew that would have to work at distant locations on many productions.

The 2012 box office revenues were up 6% from the previous year reaching a high of
$34.7 billion. (Source: MPAA Mar. 2013) Streaming on internet enabled TV, iPads, Play
Station, X boxes mean films are reaching more people than ever before. Today’s
consumer has unprecedented choice of content and media formats.

Exhibition streams include Theatrical, DVD/BluRay, VOD, Online/Internet, Broadcast
Network Television, and Cable Television. Revenue streams include corporate tie-ins,
product placement, media spin offs, music soundtrack albums, film/TV library,
advertising, and pre-sales. Also today there are numerous auxiliary revenue streams
available. Hi-Tech spin-offs, merchandise [toys. games etc.],



CLASSIC FILMS SET IN THE TWENTIES AND THIRTIES:

“Some Like it Hot” 1959
“Inherit the Wind” 1960

“Elmer Gantry” 1960

“Bonnie and Clyde” 1967

The Sting” 1973

“Chinatown” 1974

“Bugsy Malone” 1976

“Reds” 1981

“Annie” 1982

“The Natural” 1984

“The Cotton Club” 1984
“Cabaret” 1972

“The Godfather II” 1974

“The Great Gatsby” 1974
“Chariots of Fire” 1981
“Ragtime” 1981

“A Passage to India” 1984
“The Untouchables” 1987
“Miller’s Crossing” 1990

“Billy Bathgate” 1991

“A River Runs Through It” 1992
“Chaplin” 1992

“Legends of the Fall” 1994
“The Hudsucker Proxy” 1994
“Mrs. Parker & the Vicious Circle” 1994
“Bullets over Broadway” 1994
“Last Man Standing” 1996
HBO TV “Boardwalk Empire” (2010 -)

Film Year Budget WorldWide Gross
Legend of Bagger Vance 2000 $60M $39,349,427
Gosford Park 2001 $20M $87,754,044
Chicago 2002 $45M $306,776,732
Road to Perdition 2002 $80M $181,001,478
Frida 2002 $12M $56,298,474
Seabiscuit 2003 $87M $148,336,735
King Kong 2005 $207M $550,517,357
Atonement 2007 $30M $129,266,061
Benjamin Button 2008 $150M $329,000,000
The Changeling 2008 $55M $112,000,000
Kit Kittridge 2008 $10M $18,000,000
The Kings Speech 2010 $15M $386,000,000
Water for Elephants 2011 $38M $117,000,000
The Artist 2011 $15M $133,432,856
Midnight in Paris 2011 $17M $151,119,219
The Great Gatshy 2013 $105M $351,040,419

Sources: TheNumbers.com, BoxOfficeMojo.com



The Western should have died years ago. A vestige of an era before we
had 50 states, it is a genre of stories about impolitic men in the age of the
politically correct, about riding horses in a car culture and about traversing
unsettled land that has long since urbanized. A quintessentially American
genre, the Western's commercial appeal should be limited now that other
countries dominate the movie business.

So why did Media Rights Capital, Scott Stuber and Seth MacFarlane — the
same savvy trio that made “Ted” — make a Western? Because the genre is
riding high commercially and artistically. And because MacFarlane wanted
to make one. Universal and Media Rights Capital the “Family Guy” creator
the keys to the kingdom after his success in directing “Ted,” the second
highest-grossing R-rated comedy in movie history. MacFarlane's hankering
for a Western comedy reflects the genre's lasting cultural resonance.
Several of the most prominent and respected filmmakers in contemporary
American cinema have made a Western in the past decade, including Joel
and Ethan Coen, Ang Lee and Quentin Tarantino. Critics have lauded
every effort, while both Hollywood and moviegoers have rewarded the
filmmakers with their highest respective honors — Oscars and dollars.

The Coen brothers made two Westerns in four years, winning their sole
Best Picture statuette for “No Country for Old Men”; it and “True Grit”
racked up 18 Oscar nominations together. Lee won his first Oscar for
“Brokeback Mountain” while Tarantino won his first Oscar in 19 years for
“Django Unchained.”All four of those movies grossed more than $200
million at the global box office, adjusted for inflation. The success of those
movies, “Django” and “True Grit” in particular, was encouraging to Modi
Wiczyk, whose MRC financed and produced “A Million Ways to Die in the
West.” If Harvey Weinstein wagered on Quentin Tarantino and Megan and
David Ellison bet on the Coen brothers, why shouldn't he place his faith in
MacFarlane?

“The way you test whether a genre or milieu has become problematic is if a
good version of that movie didn't perform,” Wiczyk said “If the bias is so
strong that quality doesn't speak to it.” The Western has been written off
many times before. Just last year Esquire ran a post with the headline
“Quentin Tarantino Wants to Save the Western.” Two years before that
Vulture asked "Do People Still Care About Westerns?” Esquire and Vulture
must have missed “True Grit,” to say nothing of TV shows like “Hatfields &
McCoys,” “Deadwood” and “Justified.”



The Western has been a dominant genre in American cinema since its
inception. Edwin Porter's “The Great Train Robbery” was one of the first
movies to employ cross-cutting, a now ubiquitous technique (it's when the
filmmaker cuts between two scenes in different locations). D.W. Griffith,
one of the most successful directors in early Hollywood, made a series of
Westerns before his controversial epic “The Birth of a Nation.”

Griffith “helped to establish the Western film as a specific form of visual and
narrative art,” write Mary Lea Bandy and Kevin Stoehr in “Ride, Boldly
Ride,” a comprehensive study of the movie Western. The film industry soon
relocated to California, and it was not long before John Ford, a titan of early
American cinema, would make several silent Westerns every year. He later
introduced viewers to the now iconic landscape of Monument Valley, Utah,
in “Stagecoach.”

The Western flourished in the postwar period, as filmmakers offered
Americans two distinct visions: the patriot vanquishing his enemies and the
more complex tale of an antihero fighting injustice and his own demons at
the same time. Howard Hawks made “Red River,” Fred Zinnemann made
“High Noon” and Ford unleashed a string of movies that remain required
viewing for any aspiring filmmaker.“Americans loved Westerns in the 1950s
and '60s,” Ray Merlock, a professor at the University of South Carolina
Upstate, told TheWrap. “In the 1940s, almost 40 percent of movies
Americans watched in theaters were Westerns.”

The 1960s and early 1970s were fertile ground for new kinds of Western,
from Sam Peckinpah's bloody “The Wild Bunch” to the spaghetti Westerns,
of which Sergio Leone's operatic “Once Upon a Time in the West” is easily
the most popular. Yet this creative breakthrough would not last long. The
Western, like the rest of America, was shaken by Vietnam, Watergate, the
civil rights movement and feminism. “Broadly, the Western was seen as
imperialistic,” Merlock said. “People saw the Western as a justification for
Americans crossing the country and exterminating the Indians, taking
whatever land they wanted. Women typically did not fare well in Westerns,
where they were the schoolmarm and the prostitute. There are not very
many examples of African- Americans in Westerns either. “A lot of books
came out condemning the Western, putting it in a macho-violent context.”



A couple of fiascos, none more notable than Michael Cimino's “Heaven's
Gate,” hindered the genre as well. Sexism and racism are one thing, but
commercial failure is something Hollywood cannot abide. Though the greed
of Wall Street, Michael Jackson and the Cold War dominated culture in the
1980s, the Western resurfaced in another form: the science fiction movie.
As Westerners ran out of new territory to conquer, they looked to space as
the next frontier. George Lucas initially conceived “Star Wars” as a Western
set in outer space. Spaceships replaced horses and aliens replaced
Indians.

“Some people say ‘Avatar’ could have been Western,” Jason Clark, a
producer of “Million Ways,” said “If you strip away and take the story, it is a
bunch of people taking advantage of natives and the mismanagement of
resources. “The mythology based around the West is too powerful to
completely disappear.” Westerns set in the actual West resurfaced in the
early 1990s with a pair of Oscar winners: Kevin Costner's “Dances With
Wolves” and Clint Eastwood'’s “Unforgiven.” They soon gave way to a
series of popular Western comedies, “City Slickers,” “Maverick” and
“Shanghai Noon” chief among them.

The most successful Westerns of the past decade were an animated action
comedy about a chameleon named “Rango,” a gay love story and a slave's
revenge fantasy — subject matter that would make John Wayne fall out of
his saddle. More conventional TV Westerns like “Justified” and “Deadwood”
have received sterling reviews and strong ratings. “I don't think the Western
has ever gone away,” Merlock said. “It resurfaces in ways that are exciting
to people that are fans of the Western, even if you have a movie that
makes fun of the Western.” That was the vision of MacFarlane, who has
made a movie about a man transported back into the American West. He
wanted to see how today's nerd would survive in that world; MRC and
Universal, having made millions off MacFarlane's “Ted,” were willing to
walk out on a ledge with the horse that brought them.

The odds are pretty good: Six of the 11 Westerns released by major
studios since 2005 have grossed more than $200 million, again, adjusted
for inflation. And four of them made more money overseas than in the
United States. The two notable failures, “Cowboys & Aliens” and “The Lone
Ranger” suffered from a similar affliction: cost. They both grossed large
sums, but not enough to cover their hefty price tags.



HIGHEST GROSSING WESTERNS SINCE 1990

Dances With Wolves 1990
Back to the Future 3 1990
Django Unchained 2012
Maverick 1994

Wild Wild Wild West 1999
City Slickers 1991
Unforgiven 1992

The Lone Ranger 2013
True Grit 2010

Rango 2011

Brokeback Mountain 2005
No Country for Old Men 2007

Source: The Wrap.
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