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Introduction

The current video landscape is being transformed by the confluence of

technological innovations and consumer behavior shifts. As an industry it is
critical that we monitor these trends in order to understand the on-going
convergence between traditional TV and digital video and the implications for
media. What does video mean? What will it become? How Is video used to
reach, engage, and drive attention and action? It is absolutely imperative to
understand the complex and evolving ecosystem of video advertising to guide

our perspectives and decisions on both the buy side and the sell side.
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Background

A The IAB Video Center of Excellence created this video landscape report after reviewing and compiling existing
industry research reports and publications, as well as consulting with more than a dozen industry practitioners and

subject matter experts including broadcast, cable, ad tech, digital pure plays, agencies, and brands.

A The key objective of this report is to provide perspectives on the state of the video advertising ecosystem. It will
also serve as a modular tool to simplify video and educate the advertising marketplace about the growth and

value of video in reaching and engaging consumers.

A Given the complexity of the entire video landscape, this report is going to anchor around the confluence of
consumer consumption and technology in an advertising-supported video ecosystem to provide a clear

understanding to a buy-side audience of the current state of video.

A This is the second iteration of the report (initially released in October 2016).
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Executive Summary

A The video ecosystem has never been more complicated and exciting. We have seen an increased
number of content creation sources, delivery and consumption channels, and platforms, and as a
resul t, more video viewing time in total. While t
especially mobi | e-growing gideo typs bytcdnsumdtian.sAll & these developments

provide more opportunities for brands and marketers to connect with consumers.

A Looking across the video platforms and channels, traditional and new opportunities to reach and
engage consumers abound in this rapidly evolving video ecosystem. This report looks into a number of
opportunities including Programmatic video, Addressable TV, Connected TV/OTT, Virtual Reality,
Vertical Video, Live Video, eSports, Original Digital Video, and Native Video.
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Executive Summary

A While opportunities to reach viewers have increased, we see challenges across traditional TV and
digital video platforms due t ¢echooogies, especialyy advameed avi or
audience data and automation. Key challenges that the industry needs to watch out for and address as

a whole include audience fragmentation, advertising experience, ad avoidance/blocking, ad fraud, and

cross-platform measurement.

A The interplay of technology and consumer behavior is driving current and emerging trends that push
and shape this evolving video landscape. The industry needs to have a deeper understanding of the
shift in consumer dynamics and technology to better leverage the trends that may have a significant

impactonvi deo advertisingodés future for both publisher:
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The video ecosystem has never been more complicated
ande x ci t I nhgve seen an increased number of
content creation sources, delivery and consumption
channels, and platforms, and as a result, more video
viewing time in total. While traditional TV still dominates
ad revenue, digital video especi al
the fastest-growing video type by consumption.
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The changing faces of video in a complex ecosystem

The term video is perceived through varying yet overlapping frameworks and lenses

Viewing

Distribution . ‘
Device/Platform Ad Unit

Mechanism

Long form video Desktop
Short form video Mobile
Original digital video Over the Gaming console
User-generated content air/Broadcast OTT/Connected TV Out-stream
Vertical video Cable Overlay

360 video - _
Virtual reality SElElis Messaging app

Live video : Digital OOH

Video Type

In-stream

Social




Video delivery and consumption is more crowded than ever
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And moreé

9 iab.



Total video viewing time continues to go up; digital video

viewing time increases year-over-year

A According to research firm Activate analysis, total video Average Time Spent per Day with Video by US

. . ; ) Adults, by Device, 2013-2018
viewing time among U.S. adults has continued to grow hrs:mins
year-over-year.
0:54
ne .
4:22
2074 2015 2017 2018
Mote: ages 18+ time spent with each medium includes sl time spent with

11.9% that medium, regardless of multitasking; for example, 1 hour of

A While TV still takes the majority share of total viewing
time, digital videods share h.

CAGR

4.2%

6h 21m
6h 8m
5h 54m
5h35m

5h13m 5h23m

4h 56m

AUDIO 4.9%

SOCIAL MEDIA 17.8%

2013
BTV W Digital video devices**

2016

"B h 7m RUEN multitasking with digital video while watching TV is counted as 1 hour for
TV and 1 hour for digital wideo, *excludes digital, **includes time spent
walching digital video via game consale, connected TV or over-the-top
01 2012 2013 201 20156 p— 2017E {OTT) device; exciudes time spent with video wa social networks

Source: eMarketer, Sep 2014

- 7yl 54m 1h im

216282 wnrieMarketer.com
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Mobile video is taking a greater share of total digital video

consumption and it continues to grow

Average Time Spent per Day with Video by US Adults,
by Device, 2016

hrs:mins

Other connected devices**
0:14

Mobile
devices
0:29

Desktop/
laptop
0:25

Digital video devices

JAN
2014

THE RISE OF MOBILE VIDEO

Device
Note: ages 18+, time spent with each medium includes all time spent with AR OF PHONE VRS PLAY
that medium, regardless of multitasking; for example, 1 hour of SHARE OF TABLET VIDED PLAYS B
multitasking on desktopdaptop while watching TV is cournted as 1 hour for

SUM OF PHONE + TABLET VIDED PLAYS l

TV and 1 hour for desktopAaptop, *excludes dr;g'a'raf; *#includes game
consoles, connected TVs or OTT devices
Source: eMarketer, Aprif 2016

207867 wiww eMarketer.com
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TV ad spend remains dominant, though digital video exhibits a

faster revenue growth rate

US TV* vs. Digital Video** Ad Spending, 2016-2020
billions

$73.81 $75.29 $77.17

Ad Revenue Growth (us)

$70.60
Compound Annual Growth Rate 2015 - 2020
21.9%
14.9%
12.7%
11.0%
2.2%
— e
2016 2017 2018 2019 2020 - -1 S
“ds o
HlTv* |l Digital video** 2.5%
- — s o A o N > S 0 oy o 2

Note: *includes broadcast TV (network, syndication & spot) & cable TV, 48" S & & F <0 e L & F
**includes advertising that appears on desktop and laptop computers as B =i Lo 9 {;a\ 5 q,f:Q o d:'?‘
well as mobile phones, tablets and other internet-connected devices; % &0 o < &
includes advertising that appears before, during or after digital video ‘ & o
content in a video player A
Source e,\/larketer/ MarCh 2016 Wolte: Digitel formats include mobile

211540 www.eMarketer.com
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Mobile video Is the primary driver of digital video ad revenue

growth

A The gap between desktop and mobile video ad revenue is closing.

Digital Video Ad Revenue 2015 vs. 2016

mFY 2015 ®mFY 2016
$9.1

$4.9
$4.2 $4.2

In Billions

Total Digital Video Desktop Video Mobile Video

]
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The buying community feels optimistic about investing In

digital and mobile video

In the next 12 months, would you expect the spend on the following to increase, decrease or maintain the same?

Spending Optimism for Video and TV Advertising Types

D| Mobile Video

[ | Broadcast/ Cable
U | TV

Increase  Maintain Decrease ® Net Dptimism
(Increase Minus

Decrease)

o
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Ad buyers will spend over $9 million, on average, on their

digital/mobile video advertising in 2017

® The digital video ad spend has increased sharply YOY.

Average Dollar Amount Spent on Digital/Mobile Video Advertising—3 Year Trend (in millions)

+90%

Increase
20152017

+67%

Increase

@ =% Changein 20152017

Digital/Mobile Video Dollar
Spend 2015 - 2017

+46%

Increase
20152017

7§07
$9.1

2015 2016

Total Agency Marketer

o
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Streaming skinny bundles respond

and cord shaving trends

Definition: A stand alone Over the Top live TV streaming service that offers smaller bundles of channels for a lower price
than traditional pay TV packages and allows viewers to watch live television outside the home on mobile devices.

Below is a comparison across currently available streaming skinny bundles according to the New York Times. The landscape
will continue to change as potential new players enter this space. These services are tailored to the growing number of
consumers who have either cancelled or have never subscribed to a traditional pay TV package (cord cutters / cord nevers)
as the cord cutting trend continues. In addition, they also reflect the cord shaving trends among existing traditional pay TV
customers who are looking for more value from existing over-sized subscription bundles and seeking ways to reduce the
number of channels, therefore reduce costs.

¢I'2 PlayStation.Vue ‘ C] ﬁ%:\}-\\; YUU TV
Price $39.99-$74.99 $35-$70 Stg:f)sugt;ﬁ;;fn”ef‘sdd $35 $39.99
# of Channels 45-95 60-120 Stars ot Zga‘_"g:‘s 40 >50
DVR Cloud DVR None Cloud DVR Cloud DVR 50 hrs. included
# of Screens 5 2 1-3, varies by tier 3 2, more can be added

o
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Growth Opportunities

Looking across the video platformsandc hannel s
traditionaland new o p p or ttaoreach and sngage
consumers abound in this rapidly evolving video
ecosystem. The report looks into a number of
opportunities: addressable TV, programmatic video,
Connected TV/OTT, Virtual Reality, Vertical Video,
Original Digital Video, and eSports, to name a few.
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Cross-platform video buying including both TV and digital

video Is a common practice and will continue to trend up

Three-year Trending of Cross-platform Video (TV and digital video) Buying
(out of total ad budget %)

Average Percent Share of Ad Budgets Spent on Cross-Platform—a3 Year Trend

. =% Change in Share Spent
on Cross Platform 2015 - 2017

+23%

Increase
20152017

+15%

Increase
2015-2017

+19%

Increase
20152017

38% 38% 38%

2016 2016

Total Agency Marketer
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Programmatic video sees a year-over-year double digit

Increase, and mobile will take the lead in 2017

Programmatic transacting of video touts the benefits of rich and diverse data sources, efficiencies of automation, and

transparency of targeting and reporting.

In 2017, programmatic digital video ad spending is estimated to reach $8.66 billion, representing 69% of total digital
video ad spending. Programmatic mobile video ad spending will surpass desktop programmatic video for the first time in
2017.

A According to Videology, the majority of programmatic campaigns are on a TV-like guaranteed basis.

US Programmatic Digital Video Ad Spending,
2014-2018

billions, % change and % of total digital video ad spending
376.3% $10.65

238.0%

$0.63

2014 2015 2016 2017 2018
W Programmatic digital video ad spending

M % change % of total digital video ad spending
]
19 Source: Programmatic Video i A Spectrum of Automation, IAB, June 2016. eMarketer, 2016. Videology US TV & Video Market At-A-Glance Q1 2017 Ia ®














































































