Optimizing Customer Acquisition
In a World of Media Fragmentation
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Communication is evolving from closed to open media

Broadcast

Centralized control;
broad message

deployment

>

Traditional:

Source: Fleishman-Hillard

Closed

Narrowcast

Centralized control;
specific message
deployment

Networked

Decentralized control;
fluidity; dynamic
message deployment

Online: Closed

Digital: Open
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6) Media Fragmentation

1,264%

US growth of time spent
Traditional with  consumer media ’

2001 -2006 (hours per year)
media slows as
alternative
media grows
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Broadcast TV
Newspapers
Video Games
Home Video

Sources: Veronis Suhler Stevenson, PQ Media, Adams Media Research, Alexander & Associates,
Arbitron, Audit Bureau of Circulations, Ball State University Media Design Center, Booz Allen Analysis

Cable/Satellite




6) Media Fragmentation

Do you watch less TV

h ?
They are E%ilgs tt)\y/\;(g)e)years ago
watching less e 5%

t el evi s

18 -24 25 -34 35-44 45 -54 55+ Total




6) Media Fragmentation

é And ntasking or skipping ads when they do watch

Consumers likely to surf the DVR users and
internet  while watching TV ad viewing  behavior

How often do you surf the Internet
at the same time as watching TV?

Do you use your  Tivo or
DVR to skip television ads?

Never Skip
6%

Watch ___
Most 6% )

Source: Piper Jaffray & Co. Online Media Survey




6) Media Fragmentation

Propensity to skip ads increases in direct

TeleViSion proportion to the length of DVR usage
DVR Households (m)
advertising e
becoming less
effective
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2007E
2008E
2009E
2010E
2011E

Sources: Veronis Suhler Stevenson, eMarketer.com, Lyra Research




6) Media Fragmentation

One in four Internet users streamed
full -length television episodes online

More In the last three months

consumers ' P
watching TV e =] (aees = ]
programming

online

'I'Ilim
APPRENTICE *

Source: New York Times, Nielson Media Research, October 2007




6) Media Fragmentation

National Network Growth

S h are Of U Sag e [ Cable channels/household grew 30% in 5 years ]
p er Cab I = [ Usage share/cable channel declined ] 531
from12% -0. 9% (-06).1

channel In o
. 283 281 287
decline 2 ou

95 96 97 98 99 00 01 02 '03 '04 05

Veronis Suhler Stevenson, the FCC (National Video Programming Services: 1995 i 2005)




6) Media Fragmentation

Television ratings are down

Ratings and Share for the top 10 programs

Rank Program HH Rtg HH Share Rank Program HH Rtg HH Share

1 ER 18.0 30 1  American Idol Wednesday 13.0 21
2  Frasier 15.7 24 2  American ldol Tuesday 12.4 20
3  Friends 15.4 25 3  Dancing with the Stars 11.9 18
4  Veronica's Closet 14.5 22 4 CslI 10.6 17
5  World Series 14.1 24 5  Dancing w/Stars Results 10.4 16
6 Jesse 13.9 22 6 NCIS 9.8 16
7  Monday Night Football 13.9 22 7  The Mentalist 9.7 15
8  Touched By An Angel 13.7 21 8 60 Minutes 9.1 15
9 60 Minutes 13.5 22 9  Desperate Housewives 8.6 13
10 CBS Sunday Movie 13.1 21 10 Criminal Minds 8.4 13

Average 14.6 23.3 10.4 16

-29% -30%

Source, NTI 9/22/08-3/22/09 Regularly scheduled Network Programming only; Does not include specials. Live program averages.




6) Media Fragmentation

Percentage of time spent with media

Total time perday
spent with
digital now

Video Games
IM / E-Mail

.qg’ Online
eXCe e d I n g % Radio and Music
television

>
!
®

13-14 15-17 18-24 25-54 55-64

Source: eMarketer, 2007




6) Media Fragmentation

Penetration of media platforms

P I a-tfo rm (US households, millions)
G rOWth Broadband
Reaches

Video -On-Demand

Critical Mass _—

Mobile Phones
103.0

Video Game Consoles

m 2007 B Projected 2010

Note: Projected figures. Sources: eMarketer, Forrester, Nielsen Media Research, PWC, Booz Allen
Analysis




6) Media Fragmentation

Trend continues in spite of increased

Radio use commuters and hours

Revenue from music downloads to reach

declines as $9.3B by 2011.

Satellite Radio Subscribers Hours of Terrestrial Use Per Year
. " 30 - - 850
satellite radio ] e~
2 \’\, - 800
S 20 - e
grOWS g 15 1 "-’\,—, - 750
10 - 700
5 -
0 - 650

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

-8=-Satellite Radio Subscribers

Sources: Veronis Suhler Stevenson, -»=Total Radio Hours of Use Per Person - Per Year




6) Media Fragmentation

Classified advertising  fell 30% in 2008: from

$14.2B to $10B and is down 49% from its
NeWSpaper peak in 2000

at pOint Of No Since 2000, more than

have closed shop

return ENEETIVINIER] | accelerating in 2009.
' DEATH WATCH

39% Share
of 1940 US
Ad Spend

58 daily newspapers
and the trend is

Online revenue was down 1.8% in 2008 after

4 years of double digit growth

16% Share
of 2007 US
Ad Spend

'




6) Media Fragmentation

Hours spent
reading
newspapers
In steady
decline

SSSSSS : Veronis Suhler Stevenson

Readership declining in line with
circulation

2007 -2012 CAGR: -2.6%

Indexed to 2002
110% -

100% -

90% A

80%

70%

[ Circulation falls from 57M to 45M ]

[ Hours of use falls from 188 to 150

] _

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

=®-=Total Circulation =®=Hours of Use Per Person Per Year




6) Media Fragmentation

Consumers are spending less time  with

Online usage traditional media

% spending less time with medium due to time spent online

IS growing

Magazines Newspapers i
-30% -30% Television
-33%

Source: Arbitron/Edison Media Research Internet and Multimedia 2006 * |nternet growth as measured by page VieWS




6) Media Fragmentation

Significant gap
still exists
between ad
spending and
media
consumption.

Source: eMarketer, Forrester Research; ZenithOptimedia; Marketspace Analysis , 2007

Ad Spend vs. Media Time

_ — 100% —
oniine [N

Radio

9%

Magazine = 6% = —80%—

Newspaper

Television

Other

Ad Spend

— 60% ——

— 40% —

— 20% ——

- o

19% Radio
7% Magazine

Newspaper

Television

Media Time




6) Media Fragmentation

Hours of use is projected to level off around
197 hours per person per year

Internet

_ Share of use is projected to settle at 5.6%

g rOWth IS Share of Use Hours of Use Per Person Per Year
6% - - 220

expected to gttt |
506 - — - 180

level off - 160
4% - - 140

- 120

3% T T T T T T T T T T 100

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

=®=|nternet Share of Use
ource: Veronis Suhler Stevenson =®=|Internet Hours of Use Per Person Per Year




6) Media Fragmentation

But not all on the Internet
Internet use
lends itself to
advertising

Source: Veronis Suhler Stevenson

Percentage of time for different activities

Search

E-commerce



6) Media Fragmentation

1,000

Reaching the
consumer
has never
been more
challenging

1990 2010

Source: McKinsey, 2006




Search Engines
Marketing & Optimization



6) The Internet Explosion

Search engines

Print YP or WP

are a significant
source for local
Information

2%
Cell Phone
1%

Sites
11%

Primary Sources for Local Information

Search Engines

Local Search



6) Search Statistics

Top 5 leading search engines

12.7 Blllion Ranked by volume of searches
core searches
conducted In

December
2008

84% are
from Google
and Yahoo!

Source: comScore December 2008 U.S. Search Rankings (released 1/16/09)
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6) The World of Search is Expanding

| honor of our 10th birthc

The competition
for placement
has increased

almost 45 times
In 7 years.

Roofing Contractors 2 O O 8

K ehluebo om  Find Commercial Roofi iding Contracto

Both screen prints were captured on October 13th, 2008 3 ctors




6) Search Engine Marketing

Total Search Marketing Spending

Total Search

B Search Marketing Total
u Paid Search Advertising

Marketing will
grow by 14%
annually to
2013

'08 '09 '10 '11 '12 ‘13

Sources: eMarketer, February 2009




AnBrands are forced t ointensivedOlan e
approach t hi s year I n |1 ght of the
shift toward performance -based advertising will only

accelerate. o
-JP.Morgan:. 609 to be Rocky for We

NBusi ness owners have to think
strategically across the entire marketing mix, as search

has the potential to ~ boost the efficacy of all of your

other channels and  improve your overall marketing

ROI. o

Your 2009 Marketing Budget : \WR809IStacsEndietancth Rev


http://www.iprospect.com/about/searchmarketing_iMedia_01.htm

€)SEM and

SEO: What 0s

t

Search Engine
Marketing

APaying to be included in the Search
Result sponsored link areas

Alncreases visibility ~ on search engines
by displaying relevant ads to the search

AProactive , rather than hoping for good
natural placement

Als the only way to show up in the Paid
Listings results of a search engine




)SEM and SEO: Whatds t
: AOptimizing a Web site to  increase the
SearCh Engme probability of showing up higher in the
Optimization natural search results
ARequires Web site modifications
AConsi der ed imFcree eydo u d

for the clicks but usually takes a lot of
work and monitoring

ABeware of promises and guarantees
only the engines decide who to show
and when to show them




6) Search Engine Marketing

Marketing a web
site on search
engines can occur
In 2 key areas:

1. Natural/organic

results
2. Paid listings




