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Dear Gavin

ATC/Serato: Response to material released pursuant to undertakings

1. Executive Summary

1.1 As you know, we act for inMusic Brands, Inc. (inMusic). We set out below some comments
in relation to certain material provided to us subject to undertakings."

1.2 While, naturally, it is difficult to respond full

overarching comment

as we cannot engage with our client, as an

1.3
cquisition is likely to substantially lessen competition in a New Zealand market.

1.4  This submission refers to material received subject to confidentiality undertakings. In
accordance with its undertakings, Bell Gully requests that this submission is treated as

confidential in its entirety.

2. Horizontal aggregation — software

Market share

2.1

22

"inMusic has instructed Bell Gully to respond to the Commission, but it has not seen any aspect of it nor the underlying
material subject to undertakings.
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As the Commission is aware,

23

24

the market shares advanced in the Clearance Application have been critiqued in detail by
inMusic as substantialli underestimatini the combined share. *

2.5 _

2.6
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2.8 The Commission also says that ATC “may” be a driver of Serato’s innovation.8

3. Vertical issues: MIDI mapping

3.1
inMusic has previously submitted that MIDI mapping a controller to DJ software
is extraordinary challenging, and cannot be accomplished by most end users.
3.2 —
33
(a) _
’ _
4. Vertical issues: ATC’s rationale

4.1 inMusic has previously expressed concern about the level of commercially sensitive
information that hardware providers must necessarily share with Serato as part of the critical
pre-release inteiration process discussed above. —

4.2 The Commission considered this issue in detail in the Sol, and inMusic supports the
Commission’s conclusion that the Proposed Acquisition raises concerns that the merged
entity’s access to sensitive information of rivals could substantially lessen competition for the
supply of DJ hardware. *

8 At [53] and [54].
9

Of the ool
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4.3 inMusic has also expressed concerns about the user data that ATC will receive post-

transaction.

5. Conclusion

5.1

5.2

Kind regards
[Torrin Crowther]

Torrin Crowther
Partner

WWW.BELLGULLY.COM
32587706



	1. Executive Summary�
	1.1 As you know, we act for inMusic Brands, Inc. (inMusic).  We set out below some comments in relation to certain material provided to us subject to undertakings.0F�
	1.2 While, naturally, it is difficult to respond fully as we cannot engage with our client, as an overarching comment much of the redacted material appears inconsistent with claims made in the Clearance Application and subsequent submissions made by t...�
	1.3 Overall, we believe the redacted material provided by the parties, as well as file notes of interviews with third parties, further validates inMusic’s concerns that the Proposed Acquisition is likely to substantially lessen competition in a New Ze...�
	1.4 This submission refers to material received subject to confidentiality undertakings. In accordance with its undertakings, Bell Gully requests that this submission is treated as confidential in its entirety.�

	2. Horizontal aggregation – software�
	Market share�
	2.1 Serato characterises Serato and rekordbox as the “dominant players in the DJ software space”1F .  Not to lose sight of the significance of this statement: a merging party with a deep understanding of the market has said that this is a merger of tw...�
	2.2 ATC similarly believes the parties are the two largest software providers.  ATC’s “Board Materials For Serato Acquisition 2023” records ATC’s view that rekordbox and Serato’s combined market share of the DJ Application Market in the Asia Pacific r...�
	Figure 1 – Software market shares�
	2.3 Plainly, this is a very high market share in its own right. The graphic also reveals the position is similar in other regions, and that the Proposed Acquisition represents a merger of the two largest DJ software competitors by some margin.�
	2.4 In addition, it reveals that ATC itself believes the combined global market share would be somewhere in the order of 4x greater than it suggested in its Clearance application – where it sought to position the combined share as less than ~15%.3F  A...�
	2.5 There is also an absence of any meaningful consideration of mobile apps in the internal materials, which is notable given ATC’s Clearance Application claims that mobile applications offer a competitive constraint to Serato and rekordbox4F , and th...�
	2.6 Further, and as the SoI notes, Webb Group state that Apps are “not seen as professional, good for entry level and preparation but would not be seen by professionals”6F , and in the file note from the Commission’s call with Native Instruments on 8 ...�
	Closeness of competition�
	2.7 The Commission correctly states in the SoI that the Parties’ internal documents suggest Serato and rekordbox are each other’s closest competitors.  A further example, which is not specifically referenced in the SoI, can be found in the 15 August i...�
	Commission: Who is main competitor to Serato?�
	NZDJ: Traktor, now that Pioneer owns both Serato and rekordbox.�
	Commission: What about virtual DJ and djay Pro AI?�
	NZDJ: Isn’t that all free stuff. No one that works for me uses it […] doesn’t have the resources behind it of something like Serato.�

	2.8 The Commission also says that ATC “may” be a driver of Serato’s innovation.7F  In our view, the documents show that ATC’s rekordbox is likely to be a central driver of Serato’s innovation.  As the Commission notes in the SoI, the Parties’ internal...�

	3. Vertical issues: MIDI mapping�
	3.1 Citing interviews with Native Instruments, Reloop and Virtual DJ, the SoI records that the Commission is not satisfied that the ability to MIDI map software would prevent the merged entity from being able to foreclose rivals.10F  Consistent with t...�
	3.2 In a 14 November 2023 file note a hardware provider which partners with Serato is recorded as saying that its customers do not MIDI map its products.  They also say that “for Serato there are some that can’t be mapped”, that “our engineers and Ser...�
	3.3 Unsurprisingly, the materials also reveal that software integration is a significant factor:�
	(a) for consumers when considering what hardware to buy: in an interview with NZDJ dated 15 August 2023, NZDJ is recorded as saying “having integration with Serato definitely important, if gear isn’t naturally going to integrate or if it is a bit of a...�
	(b) for retailers when considering what hardware to stock: see Webb Group’s 27 November 2023 response that a hardware product’s compatibility with DJ software is “absolutely” something it takes into account when choosing what products/brands to stock.�


	4. Vertical issues: ATC’s rationale�
	4.1 inMusic has previously expressed concern about the level of commercially sensitive information that hardware providers must necessarily share with Serato as part of the critical pre-release integration process discussed above.  An undisclosed hard...�
	4.2 The Commission considered this issue in detail in the SoI, and inMusic supports the Commission’s conclusion that the Proposed Acquisition raises concerns that the merged entity’s access to sensitive information of rivals could substantially lessen...�
	4.3 inMusic has also expressed concerns about the user data that ATC will receive post-transaction. Validating these concerns is the comment in slide 17 of ATC’s “Board Material For Serato Acquisition 2023” that a synergy of the Proposed Acquisition is�

	5. Conclusion�
	5.1 In our view, the unredacted material we have now seen only serves to further reinforce and validate inMusic’s concerns regarding both horizontal and vertical issues.�
	5.2 Regarding the former, the Commission should share Serato’s view that the merger would constitute the coming together of the two “dominant” software providers in the DJ space. Regarding the latter, there is strong evidence on the record that there ...�




