The State of Programmatic Buying

(1))
“e\e‘s £\C sh
Taking Yn;é Arencys Frau “g?:)g‘a\‘“‘?:s‘er guV Y
Cites 112 THE WALL STREET JOURNAL. NAIFO"

Marketers Flock to Programmatic Ads Despite

M arc h 2 0 1 6 Concerns About Fraud and Transparency
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Survey Methodology

* Fielded February 2016
» 128 ANA member respondents




About the Respondents

* 48% w/ organization’s U.S. media budget <
$100M; 52% >$100M

* 57% director level and above
* 17 years experience




RESULTS




Programmatic buying is well understood

Please pick the statement which best describes your level of understanding of
programmatic buying.

I 6%

| understand it and use it to execute campaigns.

23%
_ ' _ 15%
| understand it but haven't used it yet. 10%
| understand the concept but need to learn more about - 11% ®2016
how to apply it to campaigns. 26% 2014
I've heard the term but don't have a clear - 6%
understanding of it. 29%,

1)
I'm unaware of this way of buying. . 3%
12%

Base: 126 (2014) and 128 (2016) marketers
Sources: 2014 ANA/Forrester: Media Buying’s Evolution Challenges Marketers Survey; ANA/Forrester 2016 Programmatic Media Buying Survey
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Has your firm done programmatic in the last year?

Not sure
6%

[CATEGORY NAME]
[PERCENTAGE]
(35% in 2014)




Media for Programmatic

| Past | Inthe

. MEDIAfor | Year | Next

| ProgrammaticBuying | 2016 | Year

R (%)
95 92

Online Displa

Online Video 81 84
Mobile Displa 59 72
Mobile Video 51 69
Social Displa 33 53
Online Search 28 38
Social Video 25 49
Mobile App 20 34
Television 16 32
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Top benefits: targeting and optimization

In general, how important are the following potential benefits of programmatic buying?
[Percentage of responses 8 and higher on a scale from 1 (not important) to 10 (very important)].

Better targeting R, 90

76%

I 76/

Real-time optimization

76%
Managing buys across multiple channels 590/606 %o ®2016
2014
Reach customers at multiple points along N G2
the purchase path ~ NA
. I
Decreased cost of media 68%

AV

Base: 91 (2014) and 85 (2016) marketers
Sources: 2014 ANA/Forrester: Media Buying’s Evolution Challenges Marketers Survey; ANA/Forrester 2016 Programmatic Media Buying Survey



Challenges: Bots and transparency

How significant do you consider each of the following potential challenges to

your ability to use programmatic buying effectively?
[Percentage of responses 8 and higher on a scale from 1 (not important) to 10 (very important)]

NA
Higher bot fraud in programmatic buys 69%
Lack of transparency to the costs within N 37%
the programmatic supply chain 64%
: , o NA
‘ Potential for buying traffic with little/no
63% m 2014

viewability

I 2016

Lack of inventory transparency

Lack of visibility into data used to define NN 29%

targeted audiences 56%

Lack of transparency into firms along the N 21%

programmatic supply chain 55%

Note: not all responses shown. Base: 84 (2014) and 82 (2016) marketers
Sources: 2014 ANA/Forrester: Media Buying’s Evolution Challenges Marketers Survey; ANA/Forrester 2016 Programmatic Media Buying Survey



Supply Chain

Advertisers

Agencies/Holdi Trading Desks .
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Supply Chain
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Supply Chain




Have you used an “undisclosed” model?

* An undisclosed programmatic model typically refers to an
arrangement where an agent and/or intermediary
purchasing media on an advertiser’s behalf does not
disclose the actual closing/winning bid prices of media
purchased, instead providing only a final price which
includes margin and fees.

* By not disclosing the actual prices paid, margin (and
potential arbitrage) are unknown and undisclosed to the

client. MA




...as a result many lack clarity on their buy

Q6. Have you opted into an undisclosed programmatic model with your agency/
agency trading desk?

Not Sure —
40%

Yes — 34%

No — 26%

Base: 88 marketers whose firm has done programmatic buying in the past year
Sources: ANA/Forrester 2016 Programmatic Media Buying Survey




Why have you opted into an undisclosed model?

We leaped before we looked.

Only model currently available,
but working on establishing an
open model.

Feel forced into it from the

agency holding group, rather
than opting in.

Predominantly scale — other
benefits are very low fraud, big
increases in KPIs and reduced

Legacy agreement. We are costs.
currently in negotiations to
unbundle the fees.



What about programmatic “keeps you up at night”?

efficiencies measurement
premium/ quality audiences
funnel/consideration inventory
investments influence hitting fee/service
learnings Information agency/trading
education €ven channel targeting N journey
- . . audience mak
DSP benefits programmatic __ 2U¢'ence make
erosion ATD _ . 1: concerns explain
long-tail V1ewab1hty complexity Jaws higher
erodes Keeping , PA belief list -,
kickbacks metrics %PA ealle 0
ttribution bots COSt rau it g easured
attribution bots C quallt digital area
dollars lost

data “"%,
r ansparenc y impressions actually
driv&target spend l k + ~, money %
creative“high dacC agellty desk believe
g0es dvnamic ... . wasted pco  DMmP
M marketmg model privacy educated
good consumer better results management
understanding Maximizing accuracy
leakage ability actions effectiveness cultural
activation |everaging dependent
daypart awareness/ imrressions
making marketplace investment
application




Advertisers rely on their agency for programmatic ...

Q5. Which of the following types of organizations do you use to buy media
programmatically?

77%

Agency trading desk

=
In-house programmatic buying group -
16%

Base: 96 marketers whose firm has done programmatic buying in the past year
Sources: ANA/Forrester 2016 Programmatic Media Buying Survey




...few cut back on agency involvement

Have you reduced or eliminated the role of an external agency(s) as a result
of the expansion of your in-house capabilities for programmatic buying?

Yes — 14%

No — 86%

Base: 70 marketers whose firm has done programmatic buying in the past year
Source: ANA/Forrester 2016 Programmatic Media Buying Survey




A new collaboration with analytics

How has your organization adapted to incorporate programmatic buying?

Organized to develop closer collaboration between
marketing and analytics

Allowed greater flexibility in moving budget across
channels

Developed a Center of Excellence for
programmatic buying

Organized to develop closer collaboration between
marketing and IT

Deemphasized existing benchmarks, such as cost per
point or cost per thousand

Increased scope of creative development to better tailor
individual experiences

Base: 68 marketers whose firm has done programmatic buying in the past year

Source: ANA/Forrester 2016 Programmatic Media Buying Survey

N o5
I 0%
I 2%%

I 25%




Marketers push for more transparency...

Which, if any, of the following actions have you taken to respond to potential
concerns about the transparency of programmatic buying?

Requested detaled campaign gudeines ond . I 62
(1]

reporting from agency partner

Aggressively update black ists - [ 5t
Target white ists [ <5
T rompanics: arivate morkstpiscos N 2
companies’ private marketplaces °
Added language in insertion orders © . I <o

increase transparency

Requested detailed campaign guidelncs - | 35"

and reporting from DSP partner

Base: 78 marketers
Source: ANA/Forrester 2016 Programmatic Media Buying Survey




...but lag on taking more control

Q10. Which, if any, of the following actions have you taken to respond to potential
concerns about the transparency of programmatic buying?

Created restritions for sourced traffc. N 2+
Created a private marketplace [N 5.
Brought programmatic buying practice in - [ 15

house

Log in to media buying platform to review [ NNENERNINIGGNGN 5%

campaign details

Reduced the percentage of the media budget [ 13%

bought programmatically

Have not responded yet but plan to [ NG 2%

Base: 78 marketers
Source: ANA/Forrester 2016 Programmatic Media Buying Survey




Questioning quality, but can do more

Which, if any, of the following actions have you taken to respond to potential
concerns about the quality of media bought programmatically?

Worked with agency partners for more researCh | 7%

and reporting to understand issues

Require clarity from vendors on how they - | 559

combat fraud
N e ta vaport on parcontage of bot frayd I 54%
tech to report on percentage of bot fraud 0
Use sophisticated fraud detection to block |GG  45%

bots on programmatic media

Purchased inventory through vl | 35%

marketplaces created by media companies

Ensure vendors follow MRC guidelines for invalid D 33%

traffic detection and filtration

Support the Trustworthy Accountability Group [N 32%

Note: not all responses shown. Base: 76 marketers
Source: ANA/Forrester 2016 Programmatic Media Buying Survey
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* Programmatic’s growth has been remarkable, and is expected to
continue
« But it will evolve
- Undisclosed models will likely fade

* Transparency lingers as an issue in multiple areas
- The price of media and technology
- Media placements
- Targeting data
- Agency profit
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Advertisers: roll up your sleeves

Knowledge is power. Advertisers must ramp-up their
programmatic intelligence

Understanding the supply chain is critical.

Understand the respective agency models and how
agencies make money.

Ask for inventory transparency. Know where your

ads run.
ANA

Safeguard your data.




Additional Resources
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Bill Duggan
EVP, ANA
bduggan@ana.net
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