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S&A Market Observations 

 

 

Participants across the entire digital advertising ecosystem have increasingly shifted their focus away from 

ñtraditionalò online display or search to social media and mobile as a strategic priority for them 

ī ñTraditionalò online display ad or affiliate networks and agencies are now viewed as commoditized 

ī Among online ad businesses, programmatic access and demand-side platforms remain of interest, though many see 

leapfrogging into mobile DSP and reverse engineering into online as being more cost-effective 

ī Social media ad platforms continue to gain interest, though those on an agency model with little tech are seeing margin 

compression 

For those seeking entry into mobile advertising ecosystem, the following attributes are likely to attract attention from 

acquirers or investors: 

ī Current leadership position in overall market or selected niches 

ī Unique, proprietary technology and strong engineering teams 

ī Direct relationships with publishers (versus supply-side partners) and access to valuable audiences 

ī Unique, differentiated ad formats 

ī High engagement / conversion rates Č High CPM and high margin ad sales 

ī Scaleability (self-serve / tech-enabled versus pure agency model) 

For those already in mobile, the focus has been on extending existing platforms to integrate: 

ī Programmatic demand-side features (i.e., real-time bidding platforms), auction-based and exchange platforms, and demand 

side platforms directly integrated with media buying desks 

Over the past 12 months, clear trends have emerged in the M&A and capital raising environment for companies 

in the broad online and mobile advertising markets 
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S&A Market Observations 
Social and mobile ad companies with strong technology, unique publisher access and ad formats, high 

engagement, and scaleability are attracting significant interest from strategic buyers and investors 
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Emerging Trends 

 

Mobile / Tablet ï focus on Video and Ad / Payments Monetization platforms 

ī Mobile and Tablet app platforms that facilitate the creation of, and integration of, ad monetization or payments solutions are 

gaining interest 

ī Video advertising within mobile / tablet app environments is especially seeing strong interest from the large online media 

players as well as mobile ad platform companies that have traditionally focused on in-app display 

ī Video ad mediation within mobile / tablet app environments is seeing the most interest from players who are already well-

entrenched in the online and mobile video advertising ecosystem 

 

Mobile / Tablet App Download Marketing is becoming more sophisticated 

ī Attribution is a key issue and platforms enabling tracking of app downloads are seeing significant investor interest 

ī App marketing throughout the lifecycle of app usage is emerging as a theme ï peak monetization of user believed to occur at 

time of install and follows a lifecycle from there 

ī App user ñreactivation,ò ñre-engagementò driving more creative in-app ad formats and driving higher CPIs 

 

Mobile / Tablet Č Connected TV and Devices 

ī Connected TV is an area of growing interest among CDNs and other incumbents who have traditionally played in the 

broadcast / cable content delivery ecosystem 

ī Video ad insertion in live event-driven OTT streamed content is a more complex challenge than insertion in on-demand 

content and attracting relatively high interest  

Certain sub-themes within the digital advertising market and mobile are emerging 
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Mogreet Case Study 

Mogreet Acquired by 

payvia in May 2013 

Mogreet is a leading mobile marketing company, providing mobile video 

and rich media messaging capabilities.  

S&A was retained by Mogreet as its exclusive financial advisor in 

evaluating strategic alternatives for the Company. S&A conducted a 

highly targeted solicitation process and approached a select group of 

potential acquirers deemed to be a strong strategic fit. 

S&A introduced Mogreet to payvia. payvia has the largest direct carrier 

connected messaging and mobile payments platform in the U.S., 

covering 120mm unique mobile users and processing billions of mobile 

messages every year. 

payviaôs mobile payments and authentication platform works with 

merchants and developers to integrate a customized smart checkout 

experience. 

Mogreetôs mobile video marketing platform, which delivers high quality 

video to virtually any mobile phone, will provide payviaôs clients with 

tools to drive customer acquisition and revenue generation. 

The combined entity will be the only fully integrated end-to-end product 

solution for mobile engagement and payments to enterprises of all 

sizes. 

Leveraging its strong relationships and expertise in the mobile space, 

S&A generated a "home run" outcome for Mogreet and found the perfect 

partner for the business to scale its technology. 
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TapIt! Media Group Case Study 

TapIt! Media Group Acquired by 

Phunware in December 2012 

TapIt! is a leading global independent mobile advertising platform. 

S&A was retained by TapIt! as its exclusive financial advisor to evaluate 

strategic alternatives for the Company.  S&A conducted a highly 

targeted outreach process and approached a select group of potential 

acquirers deemed to be a strong strategic fit for the Company. 

S&A introduced TapIt! to Phunware and CEO, Alan Knitowski.  

Phunware is a leading fully integrated services platform enabling brands 

to engage, manage and monetize users on mobile. Phunware clients 

include major film and TV studios and highly visible brands such as the 

NFL, NASCAR, CBS, NBC Universal, The CW, ESPN, E!, OWN and 

Univision. 

Phunware issued an LOI to acquire TapIt! in November 2012 and the 

S&A team worked diligently to drive the acquisition to a close in late 

December 2012. 

Through the acquisition of TapIt!, Phunware will now be able to provide 

mobile advertising as part of its Mobile-as-a-Service (MaaS) 

monetization platform for iOS and Android mobile publishers. 

Leveraging its strong relationships and expertise in the mobile space, 

S&A was able to generate a "home run" outcome for TapIt! and find the 

right home for the business to allow it to scale its activities by leveraging 

Phunware's large development resources and access to sales channels 

into premier brands and advertisers. 

 

 

 

has been acquired by 
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Current State of the Online Advertising Industry 
Global online ad industry revenue in 2012 was $105.0bn, an increase of 19.0% from its 2011 total of $88.2bn 

Search advertising still garners the greatest share (more than half) of all US Internet ad spend while display formats 

have seen a recent resurgence driven by technology improvements and the growth of social networking sites 

Mobile advertising is the fastest growing interactive format, having roughly doubled in spend in the last year, albeit 

still quite small compared to ñtraditionalò online formats  

Branded ad dollars from lower penetrated verticals like Pharma, Healthcare and CPG are increasingly coming online 

M&A has been, and will continue to be, steady for the remainder of the year, but multiples will most likely see 

compression in 2013 due to overfunding  and lack of differentiation among companies in the space 

Global Online Ad Revenue Global Online Ad Market Share 

Source: eMarketer, ComScoreDataMine, Wall Street Research  
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Future Outlook for the Online Advertising Industry 

Global Online Ad Revenue US Online Ad Revenue 

The global online advertising industry is projected to grow to $173.2bn by 2016, representing a CAGR of 13.3% from 

2012 to 2016 and a 28.0% market share of the total advertising market  

Search and display are expected to remain the largest formats in the U.S., growing 14.0% and 9.0% in 2013, 

respectively  

Online display ad growth is slowing as advertisers consolidate around fewer publishers and devote a larger 

percentage of inventory to programmatic buying to improve yield 

As consumers increasingly engage across multiple devices, advertisers will turn toward advanced data analytics 

solutions to be able to target consumers more effectively 

 

Source: Wall Street Research 
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Global Online Advertising Penetration Rates in 2012 
Increased access to high-speed Internet along with an uptick in consumer spending is causing ad dollars to shift 

from traditional to online media and driving online ad penetration in each region  

North America 

Population: 528.7mm  

Sales (2012): $40.3bn  

Online Ad Penetration: 22.0% 

Internet Penetration: 78.6% 

Latin America 

Population: 429.2mm 

Sales (2012): $3.6bn 

Online Ad Penetration: 10.0% 

Internet Penetration: 42.6% 

Asia Pacific  

Population: 4.1bn 

Sales (2012): $27.6bn 

Online Ad Penetration: 16.0% 

Internet Penetration: 27.1% 

Central & Eastern Europe  

Population: 241.7mm 

Sales (2012): $4.7bn 

Online Ad Penetration: 16.0% 

Internet Penetration: NA 

Middle East & Africa  

Population: 1.3bn 

Sales (2012):  $0.84bn 

Online Ad Penetration: 5.0% 

Internet Penetration: NA 

Western Europe 

Population: 497.5mm 

Sales (2012): $27.9bn 

Online Ad Penetration: 22.0% 

Internet Penetration: NA 

Source: Wall Street Research, Magnaglobal  

Rest of the World  

Population: 27.0mm 

Sales (2012): NA 

Online Ad Penetration: 5.0% 

Internet Penetration: NA  
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Global Online Advertising Growth by Region 
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The Middle East, Africa and Latin America are projected to have the highest overall online advertising growth 

rates through 2016, while North America, Western Europe and Asia Pacific will see growth taper off 

Source: Wall Street Research, Magnaglobal  
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Online Advertising as a % of Total Ad Spend 
Both global and domestic online ad penetration will grow steadily through 2017, with the US gaining a wider 

margin over time 

Source: Wall Street Research 
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Top 10 Companies Command 73.0% of Industry Revenues 
Online advertising continues to remain concentrated within the top 10 leading ad-selling companies, which 

accounted for 73.0% of total revenues in 2012, up slightly from the 72.0% reported in 2011 

Source: IAB 

90.0% 

82.0% 

73.0% 

0.0%

20.0%

40.0%

60.0%

80.0%

100.0%

2008A 2009A 2010A 2011A 2012A

In
d

u
s
tr

y
 R

e
v
e

n
u

e
 % 

Top 50 Top 25 Top 10



16 
Spring 2013 

Online Advertising Report 

Retail Continues to Place More Online Ads than Other Industries 
Although the number of retailers placing ads is in decline, those who do place continue to represent the largest 

category of online ad spend, accounting for $8.3bn or 22.3% of spend 

Source: eMarketer 
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Online Ad Revenue by Format 
While search will remain the largest market in online advertising, mobile will surpass display advertising by 2016 

with 26.0% of the market  

Source: Wall Street Research, IAB, PwC, MagnaGlobal 
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Online Ad Revenue by Pricing Model 
Performance-based pricing, the most widely adopted pricing model since 2006, has continued to steadily grow 

share, reaching 67.0% of total online ad revenue in 2012 

Source: IAB 
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Online Advertising Industry Developments 

The global online ad industry is projected to maintain a moderate growth rate of 13.3% CAGR (12ô-16ô) driven by:  

ˈ Secular share shift from offline advertising to online, which has averaged 160bps per annum over the past 10 years driven by 

global Internet penetration 

ˈ Rapid consumer adoption of mobile devices, including both smartphones and tablets 

ˈ Improvements in social and personalization on the Internet and Mobile that have created a superior consumer experience 

ˈ Innovative ad formats around mobile, social, video and local that are attracting incremental ad budgets online 

Social media advertising is attracting both brand and direct advertisers as time spent on social networking sites 

continues to increase  

ˈ In 2013, social media ad revenue is expected to reach $4.2bn, a 27.0% YoY increase and 10.0% of online ad revenue 

ˈ 75.0% of marketers already allocate funds to social media with 64.0% planning to increase their social budget in 2013  

Programmatic buying is attracting a greater share of overall ad budgets, as it provides more control for advertisers 

targeting a specific audience, while delivering higher yields for publishers  

Google is leading and driving growth in most of the high-growth ad formats 

ˈ Its significant traffic growth along with new video and rich media formats in YouTube are driving ad adoption in the video 

category 

ˈ Googleôs Android operating system; mobile technologies including core search, maps and other local services; AdMob mobile 

display; and pay-per-call are all driving growth and adoption in the mobile advertising category  

Facebook will become even more central to the online advertising space within the next three years  

ˈ If and when Facebook launches its own ad network, it is projected to have results similar to Google's network where future 

dollar share will shift away from traditional ad networks and destination sites in favor of Facebook  
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Social Media Advertising Positioned for Strong Growth 

Source: Wall Street Research, IAB, PwC, MagnaGlobal 

Social media ad spend remains relatively low considering high usage rate, but expected to grow tremendously 

over the next few years as marketers continue to dedicate a large portion of their budget to this format  
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Real-Time Bidding Is Gaining Tremendous Traction 

Source: Wall Street Research, eMarketer 

Googleõs DoubleClick Ad Exchange and Yahoo!õs Right Media Exchange will drive growth in the RTB market, 

which is expected to grow from $1.9bn in 2012 to $8.0bn by 2016 
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Major Online Advertising Company Comparison 

Purchase 

Funnel ᴞ ᴚ ᴤ ᴚ ᴞ ᴟ ᴤ ᴞ 

ROI / 

Effectiveness ᴞ ᴟ ᴤ ᴟ ᴞ ᴟ ᴤ ᴞ 

Pricing Elasticity / 

"Must Buy" ᴞ ᴟ ᴚ ᴚ ᴤ ᴣ ᴤ ᴤ 

Vertical / 

Horizontal ᴟ ᴟ ᴣ ᴚ ᴤ ᴚ ᴞ ᴞ 

Control of Inventory ᴤ ᴞ ᴣ ᴟ ᴞ ᴣ ᴤ ᴟ 

Ad Uniqueness ᴞ ᴟ ᴣ ᴣ ᴞ ᴣ ᴤ ᴤ 

% of Traffic Organic ᴞ ᴞ ᴚ ᴞ ᴞ ᴟ ᴟ ᴤ 

Portability to Mobile ᴤ ᴣ ᴣ ᴣ ᴤ ᴤ ᴤ ᴤ 

The ability to fulfill the following industry success factors will allow each of these online ad companies to 

maintain or potentially gain market share 

Source: Wall Street Research 

Quality of Current Capabilities: ᴞ High ᴤ Mid, High ᴟ Mid ᴣ Mid, Low ᴚ Low 
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Social Media Sites Most Used for Ad Campaigns 
As social media advertising evolves from mere impressions growth to driving ROI, market share will be taken 

away from direct response advertisers who, until now, have primarily been using search 

Source: Strata 
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Google and Facebook Positioned to Dominate Market   
Google and Facebook have more data and targeting information than any other online ad publisher in the market 

and are expected to alienate other players in the market over time  

Source: Wall Street Research, Magnaglobal  
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Online Advertising M&A Volume Remains Steady 

Source: Headwaters MB 
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Many buyers have not yet been able to recover value on premiums paid for recent acquisitions 

Traditional players looking for accretive acquisitions require scale that most online ad companies cannot provide 

Buyers see most ad tech companies as not large or essential enough for them to pursue as acquisition targets, 

rather preferring to partner of license the technology 

Companies across the online advertising spectrum will look to acquire mobile advertising companies as mobile gains 

acceptance as a mainstream advertising channel  
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Online Advertising VC Investment Declining 

Source: Headwaters MB 
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Investors are expected to be more conservative for the remainder of 2013  
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Mobile Advertising Overview 

The global mobile advertising market in 2012 was $6.8bn, a strong increase of 106.1% over the $3.3bn in 2011 

As handsets improve and 3G / 4G services proliferate worldwide, mobile ad spend is expected to grow, reaching 

$20.6bn in 2015, representing a CAGR of 58.1% from 2011 

ˈ Mobile ad spend is expected to comprise 26.0% of overall Internet advertising spend by 2018, up from 9.0% in 2012  

Advertising on mobile apps will become an increasingly important source of revenue for the entire Mobile App 

Market, comprising an estimated one-third of all mobile app revenues in the next few years 

Global Mobile Ad Revenue U.S. Mobile Ad Market Share 
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Source: IDC, Wall Street Research  
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Mobile Ads Will Remain Focused on Display and Search 

Source: Wall Street Research 

In the near term, media ad buyers will deploy mobile ad dollars similar to desktop ad dollars ð predominantly on 

display and search ð even though mobile user habits differ from those of desktop users 
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Drivers of Upward Mobile Pricing Pressure 

Source: Wall Street Research 

As consumers continue to leverage mobile devices for their day-to-day activities, including shopping, writing and 

communicating, ad buyers anticipate corresponding increases in mobile ad rates 

Survey of Agencies and Mobile Marketers 
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Mobile Ad Growth Led by Display Ads and Asia-Pac Market 
Internet ad spend in Asia / Pacific is following broader consumer trends and moving away from desktops and onto 

mobile devices, while in some developing regions, like India, mobile Internet traffic is already experiencing greater 

traffic than desktops 

North American ad spend, on the contrary, has been slow to adapt to changing consumer habits, with mobile ad 

activity trailing both Western Europe and Asia despite similar mobile penetration rates 

Mobile web display will remain the fastest growing advertising channel in the near-term, followed by in-app display 

Paid-positioning on maps and augmented reality will increasingly play a more substantial role in driving mobile search 

ad spend 

Global Mobile Ad Growth by Region Global Mobile Ad Growth by Type 

Source: Gartner, Wall Street Research, Kleiner, Perkins, Caufield, Byers  
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