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What We Do

» Conduct largest survey of SMBs in U.S.
> License access to local ad-spending database
> Publish regular insights from our data

> Hold annual #LOAC in NY in March

To access the Compass ad-spending database, visit www.adspending.com
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http://www.adspending.com/

Sources of Our
SMB Estimates

> IRS data

» D&B, Database USA

» Industry research (NADA, NAIDA, NAR, TVB, RAB, et.)
» Borrell’s ongoing SMB surveys

> Digital ad revenue database of 10,000+ “local” entities
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AGENDA

» Definition of SMBs
» Sizing SMB ad spending

» Who's getting that money?

» What SMBs are buying




Definition of SMBs

Actual client responses when we’ve asked, “How
would you define ‘SMB’?”

“...between $250,000 and S5 million in sales.”

o

...under 100 employees.”

o

...52.5 million or less in sales.”

o

...fewer than 50 employees.”

o

...up to $25 million in sales.”
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-« \Norking Definition

Businesses with S50mm or less in revenue
There are 9 million of them

~ 75% are buying digital ads

YV VYV Y V

= 6.8 million SMBs buying digital advertising
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‘ Clues from Borrell’s Survey

BORRELL

2017 Local Advertiser Survey Summary | April-July 2017

Survey respondents BUSinesses by Employee Size
came from three major W All Local Advertisers
sizes of business. 32%

Number of Employees

Fewer than 5 32%

15% 16%

(o)
>to 24 31% 10% . . 10%
8% 8%
S H B -
About two-thirds of
businesses Surveyed have Fewer than 5 5to9 10 to 24 25to 49 50 to 99 100 to 249 250+

fewer than 25 employees.

Q. About how many full- or part-time employees work at your company (at all locations combined)?

Most survey respondents came from established Businesses by Years in Business
businesses. Only 2% are “new” businesses. B Al Local Advertisers
& . ™ 76%
New U.S. businesses created each year s
According to the
U.S. Census, new 12% 11%
w20 business formation 2%
» . S I |
W is at record lows.
; X Less than one 1to5 6to 10 More than 10
1977 1987 1997 2006 2014 (Chart from money.cnn.com). )

Q. How many years has your business been operating?
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‘ SMB Advertising Expenditures

BORRELL

2017 Local Advertiser Survey Summary | April-July 2017

Average % of Gross Revenue
5.9% "
° Spent on Advertising

While 76% of respondents are using some type
of digital advertising, on average, only 26% of
the dollars spent on advertising go to digital.
Many types are seen as low-budget DIY

solutions (social media, email, etc.)

Where the Money Goes
Broadcast TV [ N 2>

[ ia i I 12%
Social media is the #1 ad type used (of ALL types Cable TV 12%
of media), but only 4% of budgets go to this Radio NN 11%
advertising. Search engine marketing [ 8%

Newspaper [N 8%
Email marketing is used by 47% of respondents Outdoor [ 6% raditiona

DIfE]
but less than 1% of budgets are allocated here. Postal mail [ 6% I8!

Event marketing [ 4%

On the flip side, Broadcast TV is used by fewer
Social media M 4%

respondents, but those who use Broadcast TV

spend most of their ad budgets there. And even Magazine [ 3%

with fewer using it, the value of TV media Display ads [l 3%

spending outpaces widely used mediums that Impression-based, ROS ads [l 2%

get small portions of budget. 18 other types I 12%

Q. Knowing that you spent $X in total last year, about how much money was spent on
each of the following types of advertising that you used?

Total responses for survey N= 3,511
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Advertising Types Used

BORRELL

2017 Local Advertiser Survey Summary | April-July 2017

Used Traditional and Digital
74%
0 Advertising in 2016

22% Used Traditional Advertising Only Digital Ad Types Used in 2016
(Among All Respondents)

Social media or viral advertising E 63%

Ad Types Used in 2016 Email marketing I 47%

(Among All Respondents) / Search engine marketing I 35%

i P 359

pigital - I 7e% prsplay 2ds %

Directory listings L 24%
Newspaper [ 59% Geo targeting, geo-location, beacons [ 20%

Event marketing [ 48% Videoads 00 16%
Postal mail _ 47% Native ad formats 000 14%

Behavioral targeting or ad networks 0 14%

io [ 38 :
Radio 38% Impression-based, ROS ads 0 13%
Other printed publication [N 33% Classified advertising O 12%
Magazine I 7% S

outd 30% Audio ads, podcasts, or online radio F 8%
utdoor
? SMS or text-based ads B 7%

Printed directories [N 28% In-app advertising P 6%
cable v I 21% Deal promos or third party coupons [0 6%

Broadcast v NN 21% Response/ QR codes [ 5%
(]
Cross-site ad network buys I 4%

Cinema/theater previews [l 5% In-game advertising I 2%

Other [ 10%

Q. Which of the following types of advertising/ marketing did your business use last year (2016)?
Total responses for survey N= 3,511
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Our Focus:
In-Market Spenders

“Spending from Inside”
refers to advertising spent:

Spending

"From Inside”
Markets
$120.4

2017 Total
U.S. Ad Spending

12/20/2017
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» By any business with a
physical location (store/
office) inside that market

s Spending
$315 Billion "Erom
Outside" » On advertising directed to
“;;':;eis appear within that market



Who's Getting That
Money?

U.S. Local Advertising Estimates, 2017
$120.4 Billion

BORRELL

S in billions

Newspapers | TV Stations . .
$11.6 $9.9 _ Direct Mail

TN9.7% _ : »7.0
~ 6%
Other Print
$6.0
5%
Online
$60.7 Out of Home

50.4% $4.9
4%

Directories
54.8
4%
Cable
Cinema ™V
S1.7 $3.7
1% 3%

Who's getting
all this money?

Telemarketing
$0.8

1%

Source: Borrell Associates Inc./Adspending.com
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’ Here’s How ‘Local Digital’
Is Shared

BORRELL

2017 U.S. Local Digital
Advertising Estimates

Newsps.
8%

_«WP Cos.
— L 3%
2%

Radio
1%

Other local

media
4%

Source: Borrell Associates Local Digital Ad Revenue Database, March 2017
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BORRELL

Thousands of
ompanies Form
Digital’s ‘Longtail’

Sources: SEC Documents, company statements, Borrell Associates Inc.; May 2017

Google/YouTube/Etc. (U.S. only)
Facebook (U.S. only)

Yahoo! (U.S. only)

Microsoft/Bing (U.S. only)

LinkedIn (U.S. only/Careers & Advertising)
Twitter (U.S. Only)

TEGNA (incl. CareerBuilder, Cars.com)
Autotrader.com

YP

Pandora

Zillow

Move Inc./Realtor.com

Gannett

CareerBuilder

Craigslist

Yelp

Yellow Pages Ltd. (Canada)
HomeAdvisor

Groupon (US 'local' merchant fees collected)
Monster (Careers North America)

Dex Media

Gannett (newspapers only

Snapchat

hibu

Angie's List

tronc
New York Times
McClatchy

Washington Post

Yext

GateHouse

Deluxe Corp.

XQO Group/Theknot.com
Lee Enterprises

Nexstar

CBS (radio)
Townsquare Media
Scripps (radio & TV)
Tribune

A.H.Belo

Salem

Metroland Media Group
RadioOne

Entravision

Star Media Group (Toronto Star)
Emmis

537,300

$1,072 2016 U.S. Local

5847

s822 Digital Ad Revenue

779
W s708 Pureplay Co. mmmmmm
W 604 Local Media Co. NN
05642
0 $556
I 499
I 5493
I s408
5401
$396
$361
$266
$265
$194
4180
5174
5130
5124
5124
$115
5109
$102
$102
$100
565
562
455
$51
546
$36
526
$23
523

© Borrell Inc., 2017. All rights reserved



‘ Average Digital Ad Revenue
By Type of Seller

# of competitors per market

BORRELL

$2,489,934

Daily Newspaper

Digital Pure Play* 51,776,407

TV Station $1,135,490
Local Cable System $1,130,033
Radio (per Market Cluster) $1,061,690
Other** $828,498

Yellow Page Book $147,542

Weekly Newspaper $72,630

*Digital Pure Play excludes Facebook, Google, Bing & Yahoo! but includes Angie's List, Weddings.com, Yelp, Patch.com, Craigslist,
Autotrader.com, independent local websites, and others.
¥¥"Other" includes local magazines, business publications, and direct mail companies.

Source: Borrell Associates Local Digital Ad Revenue Database, March 2017
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‘ Top 20 ‘Local’ Ad Spending
Categories, 2017 Estimates

S in billions

BORRELL

2017 Total

Business Estimated 2017 Local Local % Share

SICGP NAICS Business Category Locations Employees Digital Advertising  Digital
123456 0 Market Totals 20,141,189 198,367,627 $§ 60,650.6 5 1204447 50.4%
551 4411 Automotive Sales 120,170 1,608310 5 41399 5 7,0555 58.7%
58 727 Eating and Drinking Places 825,667 11,523,419 S 2,8409 S 6,772.7 41.9%
5712 4421 Furniture Sales 102,000 736,053 S 24566 5 6,390.7 38.4%
65 531 Real Estate Services 796,779 3,419.867 S 41931 § 5,517.1 76.0%
54 4451 Food Stores-Retail 314,125 3,950,634 § 2,3787 & 4,577.5 52.0%
60 5221 Banks 126,355 2,089,946 3 13270 5 3,966.0 33.5%
61 5222 Credit and Mortgage Services 35,637 764,379 & 15388 35 3,834.8 40.1%
23000 23 All Other Business Locations 7,533,587 66,265,205 5 17015 3 35874 47.4%
48 51339 Telecommunications Services 118,559 1,301,480 5 11473 5 3,101.4 37.0%
52 444 Retail Home Improvement 168,621 1,825811 § 13466 5 29895 45.0%
90 92 Government 365,767 15,605,745 § 7833 5 2,410.0 325%
81 5411 Legal Services 344,723 1,796,780 § 8557 5 2,2417 38.2%
4399 514191 DotCom Businesses 33,755 334,194 & 16996 5 2,1431 79.3%
7011 72112 Gambling Casinos 3,162 521610 & 2165 & 20463 35.9%
62 523 Financial Services 110,308 989,753 & 2540 & 19868 43.0%
56 448 Apparel and Accessory Stores-Retail 212,640 1,452,590 5§ 10013 5 1,900.9 52.7%
8062 6221 Hospitals 30,053 5,617,251 S 6414 § 1,751.2 36.6%
53 452 General Merchandise Stores 78,925 3,267,477 S 10569 5 1,707.5 651.9%
8011 621111 Medical Doctors 444 737 4 457342 5 BI00 5 16735 41 2%
55912 44611 Pharmacies 60,708 927,966 5 7566 5 1,6607 45 6%
Source: Borrell Associates Inc./Adspending.com © 2017 Borrell. ALL RIGHTS RESERVED
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‘ What SMBs Are Buying

BORRELL

2017 U.S. Local Digital Ad Expenditures
By Format

General Paid
Search
31% .
Display:
Display - Targeted y, .. .
S h: e ay25; s 30% Majority of Display
earoc i Is “Sold,” But
>1% Listings Paid That’s Changing
Search ;
y___Display - ROS
20% 5%
) \\ E-mail
Audio 1% L. .
1% Majority of Paid Search

Is Self-Serve

12/20/2017
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BORRELL

Media Effectiveness

2017 Local Advertiser Survey Summary | April-July 2017

Social media adv
Broadcast TV

Search engine marketing
Email marketing
Cable TV

Behavioral targeting
Event marketing
Geo targeting
Native ad formats
Postal mail

\ideo ads

Effectiveness of Method
(Among those who used it)

|
w
N

3

=

=]

Digital

Traditional

Scale was 1-5; scores of 3.0

Outdoor

Radio

Impression, ROS ads
Audio ads, podcasts
Deal promos /coupons
Cross-site ad networks
SMS or text-based ads
Content

In-app advertising
Newspaper

In-game advertising
Display ads

Cinema

Online classified ads
Magazine

Online directory listings
Other printed publication
Printed directories
Response/ QR codes

IN
N

!N
>
N
a‘:z.’"."'ro
HN\I\I'\‘
o o IS
=
N o
(=}

Total responses for survey N= 3,511

and above are moderately
effective or better.

Q. Of the types of media your business
used in 2016, how effective were each at
reaching your marketing/advertising goals?

Scale:
Don’t know
1- Not at all effective
2 - Slightly effective
3 - Moderately effective
4 - Very effective
5 - Extremely effective

Eleven methods of advertising
were rated as moderately
effective or better by those who
use them. More digital methods
were rated in the top than
traditional.

Social media and Broadcast TV
are the top two effective
methods.

Keep in mind there is a large
disparity in cost between these
two mediums. Broadcast TV is
the most expensive method
while Social Media is a bigger
investment of time than money,
for most who use it.
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BORRELL

2017 Spending Outlook

1 63%

#1
"2

2017 Local Advertiser Survey Summary | April-July 2017

Of all respondents planned

o Of all respondents planned
to use .|V.|0R.E digital 1994 o use LESS newspaper
advertising in 2017 O advertising in 2017

Social Media

Email

8%
N
. -12%
-19%

Newspaper Print

Directories pubs TV

Q. Below is a list of the advertising/ marketing your business used in 2016.
What are your plans for using these media types in 2017?

Total responses for survey N= 3,511

63%
2017 Spending Outlook by Media
M Less M More
12% 15% 16%
° 9% 8% 9% -°
0, 0,
s s BN B 2 2
I B B == == = gy = 5O
-10% -7% -9%
-14% -11%
Magazine Other print  Radio Outdoor Broadcast Cable TV Postal mail Event Digital

marketing
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Rookie Marketeers

Inexperienced Advertisers Making their Own Decisions

Borrell’s Take

Fueled by a new set of do-it-
yourself marketing tools, local
advertisers are going online to

do their own buying. Nearly

two-thirds are inexperienced at
marketing, and 70% of those
amateurs make decisions
without anyone’s assistance.

Misfires and frustrations are
likely to spur a stronger
demand for marketing

education and a greater level

of consultation from
marketing-savvy ad reps.

Rating the marketing experience of 3,039 local advertisers

Novice/Apprentice
72%

*°70% Are Loners

Of those with the least marketing
expertise, 70% make marketing
decisions without anyone’s help.

Sources: Borrell’s Annual Survey of Local Advertisers; April-July 2017; N = 3,039 responses; & Borrell’s monthly advertiser panel, 208 responses
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FEATURED SPEAKERS

Tim Murphy Rishad Tobaccowalla Kym Frank Jim Moroney
Entercom Publicis Groupe Geopath DMN Media

s —-—
Angela Caruolo Randall Rothenberg Gian Fulgoni Phillip Rather -
IBM Watson 1AB comScore Facebook -
March 12-13, 2018, Grand Hyatt, NYC \

j Register by Dec. 31 and save $200
SORRELL loac2018.borrellassociates.com

BEi==s T T o

|
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