Message

From: Marco Borla [marco@google.com]
Sent: 7/7/2017 4:20:35 PM
To: Dominic Tang [domtang@google.com]; Mica Ross [micaross@google.com]; Gabe Kronstadt

[gabekronstadt@google.com]; Sapna Kapur [sapna@google.com]; amritnandan [amritnandan@google.com]; Mark
Fritz [markfritz@google.com]; Evan Sidarto [esidarto@google.com]; Neil Chugani [neilchugani@google.com]; Seema
Pandya [seema@google.com]; Hari Ravi [hravi@google.com]; Atanas Vlahov [atanas@google.com])

Subject: Re: Q2 Ads Financials Fact Pack

Attachments: Global Ads Financials Fact Pack Q2 2017.pdf

+ Atanas

On Fri, Jul 7, 2017 at 9:15 AM, Marco Borla <marco@google.com> wrote:
Team, starting to share this selectively with a few of you who contributed to this and/or should see this. This is
obviously top confidential, so please check with me before sending to anyone. Over time we will add
additional dimensions, ¢.g. more on the cost side, also on the fin ops side (e.g., AR balances. write-offs).
APAC also requested a regionalization as the fact pack is based on the original APAC fact pack.

--------- Forwarded message ----------
From: Marco Borla <marco(@google.com>
Date: Fri, Jul 7, 2017 at 9:08 AM

Subject: Q2 Ads Financials Fact Pack

To: Philipp Schindler <philipps@google.com>, Sridhar Ramaswamy <ramaswamy(@google.com>

Hi Philipp and Sridhar,

Please find attached the latest Global Ads Financials Fact pack, including Q2 actuals and latest forecasts. A couple of takeaways:

- Digital continues to take share from Offline though the rate of share capture 1s slowly declining (3.8% in *16: 3.6% in *17; 3.5% expected for *18).
Our share of Digital keeps improving, up from an estimated 46.4% last year to 47.7% this year.

- 2018 served revenue growth expected of 16% Y/Y (Ross and [ will review later today at ACM with you), down from 20% Y/Y this year.
Operating profit growth based on the current P&L definition of 12% Y/Y, down from 15% Y/Y this year, as TAC headwinds continue into next
year.

- Strong Q2 growth of 21% Y/Y (20.6% 1o be precise, in served fixed FX, exactly as in Q1) was broad-based, with Search at 20% Y/Y, Display at
19% Y/Y, Video at 29% Y'Y, Americas at 20% Y/Y. EMEA at 20% Y/Y, and APAC at 25% Y/Y. Video growth though has taken a hit from brand
suitability (from 44% Y/Y in Q1 to 29% Y/Y in Q2).

- India was the top country in terms of absolute search query growth in Q2. adding 18B queries over Q2 16 (more than three times the #2 US).
Several countries in the top 10 are not really top of mind, e.g. Ukraine, Iran, and Taiwan. Russia at #6 and Indonesia at #5 is also encouraging.

- Our desktop query shares have started o decline in most markets (e.g. UK -2ppt vs Q2 16; DE -1ppt), likely contributing to the negative desktop
query growth we're witnessing. US and Japan shares were stable though. And on the mobile side, we continue to gain share in most markets (e.g.
US +2ppt), and we also continue to see an improvement in the % of Android DAUs that are Secarch 1-day active (e.g. UK +3ppt to 56%, DE +4ppt
to 48%). The equivalent metric on the YT side continues to surge. with India seeing the largest jump Y/Y (+23ppt to 34%), benefiting from reduced
data pricing across carriers. Android shipment share stabilized in Q1, though 1OS share of total searches continue to increase in many of our top
markets (by 3ppt each in both US and JP).

- Looking at Google's share of the total Ads market, Japan continues to stand out as having a large upside opportunity at only 11% vs
US/AU/DE/FR/CA above 20% and UK above 30%.

- Our x-platform query growth was 8% Y/Y (749B queries in Q2 ie 1.2 queries per capita per day!), down from 9% Y/Y in Q1. We currently expect

PTX0533

that growth rate to come down to 7% y/y in 2018.
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- Our x-platform RPM growth improved fo 13% Y/Y in Q2 from 12% Y/Y in Q1 with a full quarter of Lucid impact. 2 RPM growth may come
down as we lap key launches (eg green badge), though so far in Q3 growth is holding up nicely.

Thanks,

Marco
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Google Ads Health Metrics

Global Ads Financials Fact Pack

(32 2017

6 74197 152718 77,088 81062 86137 90562
Worid GDP i
yoy % 5.5% 1.5% 3.6% 5.1% 5.1% 5.1%
$M 487580 510616 537,913 570,174 604,500 633,179
Totat Ads ;
o yoys  45%  47%  53% . B0%  55% @ 53%
, $M 144647 170,722 198,842 231017 263373 295499
Totat Criline Ads
yoy % 19.9%  18.1% 16.5% 16.2%  14.0%  12.2%
Totai Ads /GDP %  066% @ 068%  0.69% 070%  070%  0.70%
Online Ads / Total Ads % 29 8% 33.4% 37.0% 40.5% 43.8% 48.7%
el e e
Google Ads/Total Ads % 13.3%  15.5% 17.6% 19.2%  204%  21.3%
Ads Major Piayers M 118,198 146,246
As % of Online Ads % 81.8% 85.7%
PR SM 66385 80874 96751 95163 111794 125255 137,628
__________________________________________________________________________________________________________ yoy% ~ 20%  22%  20% @ 18%  18% @ 12%  10%
Ads Revene oating . booked) SM 57,613 79,186 93,337 92,878 108029 122885 137,039
- yoy % 13%  17%  18% 17% 16% "% 12%
T $M 50860 61,117 72089 70,808 81750 90253 97878
yoy % 18% 20%.  18% 16% 13% 10% 8%
Google.com Query B 2616 2787 3010 2942 3242 3402 3546
Google.com RPM (ixed fx) uso 18.3 206; @ 227 223 24.3 26.7 26.7
| 18 4%
Gougie com TAC $M 4,104 : BB 8403 11,600 13785 15847
Googie.com TAC/Google.com revenue % 8.9% ' 13.1% 16.2% 16.3% 17.2%
DVAA TAC SM 6,067 9046 11,830 12791 13626
DVAA TACIDVAA Revenue % 68.5% 71.0%  708%  606%  67.7%
Totat TAC SM 14,343 90,438 24392 27256 20921
Totai TAC/Total Ads Revenue % - 21.2% 22 .0% 22.6% 22.2% 21.8%
Ads GBO Spend $M 3,418 4,165 4,491 4,920 5,228
yoy % 12% 11% 8% 10% 6%
GBO spend/Ads Opex % 23.5% | 234%  229%  228%  21.9%
GBO spend/Ads Revenue % 5.1% 48% 4 4% 4.5% 4.2% 4.0% 3.8%
Ads Gross Margin T sM 46343 53825 61463 61,319 68498 76028 82901
- yoy%  14% 16% 14% 14% 1% 11% 9%
Ads Operating Profit M 31,592 37,857 43,886 43527 48866 54240 58966
yoy % 15% 20% 15% 15% 12% 11% 9%
Ads Gross Margin % 666%  680%  659%  660%  634%  B19%  60.5%
Ads Operating Profit Margin % 468%  47.8%  4B8%  46.9%  452%  44.1%  43.0%
Note: Ads booked revenue and Ads P&L includes YT subscription products.
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Global Ads Financials Fact Pack

Q2 2017
Global Market Summary
Global Metrics - Macro & Internal Metrics
Globa! Metrics - Macro @ internal Metrica
W APAC = FMEA & Americas
GoP | 3 f
Total ads |
Online ads |
Ads Revenue |
Ads Rev Growth |
Proportion of Glabal Ad Revenue Growth Proportion of Global Google.com Queries Growth*®*
United States 1,708M 1 1 Iindia 18,313M 1 i 3
United Kingdom 286M 2 2 United States 4,997M 2 b 1
Japan 256M 3 3 lapan 3,263M 3 3 4
Netherlands 247M 4 A 5 Brazil 3,170M 4 A 4 2
Germany 247TM 5 4 4 indonesia 3,122M 5 " 13
Canada 11imM B 6 Russian Federation 2,235M 6 k 4 5
Brazil 83M 7 & 13 Ukraine 1,174Mm 7 A 23
France 66M 8 \ 4 7 fran 1,112M 8 AR 28
Hong Kong 65M g y ! 20 Germany 1,043M g ¥ &
Russian Federation 62M 10 4h 12 Taiwan 1,032M 10 P 3 18
Australia 60M 11 4 8 ftaly 1,000M 11 - 11
Spain 56M 12 v g United Kingdom Q82M 12 A 4 g
italy 43M 13 13 Poland 97SM 13 Al 17
China 39Mm 14 F 17 France 785M 14 A 4 7
india 38M 15 ¥ 3 16 Philippines 696M 15 Al 22
Israel IEM 16 4 10 Malaysia 680M 16 b 41
Sweden 3IIM 17 Y 15 Canada 644 M 17 4 15
Switzerland IIM 18 & 22 Argentina 615M 18 L4 16
South Korea 3iM 19 19 Spain 615M i9 A 4 14
Argentina 3IM 20 b 30 Turkey 606M 20 A 4 8
Note: *Macro data from Whirlybird, Industry Metrics & CIA Factbooks. Ads revenue are in 2017 fixed FX.
**Queries growth for Google.com + Distribution (DesktopTablet + HEM).
Google Confidential and Proprietary 4
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Revenue & Macro Metrics Snapshots

Glohal 23T 21% 22,9438 3,862 13% 4,578 TR.70

Americas 1212TM 2006 12,124M 20%  37.910% 11448 .7% 302 33% 1434B 15% 1,527 18% 613 2646 0.18% 2.5 25 1.3

Us 10,8420 19% 10,8390 18% 618 7% 5B8B -5% 478 35% B1.28 12% 103 2V% 284 195 D.22% 3.5 31 1.6
CA GBOM 23%  560M 9%  J2114%  94B 5% 288 48% 7B 17% 120 23% 318 0.14% 3.8 et £.?
BR A05M  26%  408M 37% 10.1 1%  184B 8% 8.9 28% 2388 28% 215 8% W08 20 0.08% FRY 2.4 0.7

SPLatam 283M  35%  288M 32% 6.224% 20.8B-10% 4.1 8% 3068 17% 158 12% 194 34 0.08% 4.8 1.7 £.8

EMEA 80840 20% 7074M 18% 238 8% t4BEB 8% 181 31% 156.7H 23% 1788 &% 788 262 8.13% 2.4 2.3 1.7
BENELUX  1.134M 30% 1.117M 27% B2 1% 788 -7 286 40% 568 28% 127 8% 24 14 0.34% 5.4 2.5 8.7

CEE 481TM 26% 487M 24%% T4913% 2898 8% 58 35% 2328 34% 337 % 128 20 010% 27 20 g4
CACH 1,741 2086 11,7148 17% 408 8% 2028 8% 280 33% 16.7B 22% 230 % 88 47 {.15% 2.6 2.1 &7
ESET 404AM  18%  30OM 15% 17.0 8%  101B 0% 147 33% W28 % 127 A% 44 15 0.11% 2.8 FR ta
FR 656K 1% B46M 5% 240 4% 163B-1D% 18,1 40% 12.2B 26% 120 B% 57 2486 0.0% 2.4 24 G5
GBIE 2080M 16% 2.022M €% 837 4% 184B % 4290 28% 1828 13% 265 14% 53 2% 0.28% 4.5 34 1.2
iT 285M 7% 204M 14% 167 11%  B6B8-10% 14 32% 1188 2% #7 11% 42 19 L&Y% £.3 3.1 .4

MENATR 288M 21%  275M 10% 6.417% 17.38-15% 4.2 Z27% 3268 18% 92 10% 135 34 0.04% 6.7 2.7 0.7
NORDICS A97M 24%  4B5M 19% 341 9%  &78 8% 303 % 568 1% 108 8% 23 15 0.13% 43 25 04
Rok 318M 17%  324M 20% 7.1 8% 498 3% B7 20% B4B 28% 87 15% 87 18 001% 1.8 12 54

wn

RU 194M 48% 211M 65%  G725% 858 5% 55 58% 198 23%  19013% 73 14 005% 26 17 07

APAC 2061M 25% 2845M 25%  13.5 8% 6438 4% 9.7 15% 12138 38% 646 15% 1,202 271 004% 05 11 47
P 1,146M 20% 1042M 25%  17.413% 1Z8B % 196 32% 2028 1% M220% 0 95 B4 009% 45 32 08
GRCN 460M 38% 46°M 38%  B.114% 55B 8% 7.4 33% 588 28%  7912% 647 133 O&1% 01 @1 ©8
AUNZ 626M 13% B15M 13% 453 5% 7.9 4% 422 30% 838 17%  1352% 24 15 0% 55 28 038
in 248M 1B% 255M 22%  78-3% 13.3B §% 4.9 1% 373B108% 100 4% 148 &5 004% 07 28 25
KR 13M 38% 110M 41%  4113% 2B 10% 50 33% 238 12%  1933% 39 15 003% O35 07 02
SEA 367M 27%  363M 26% 5813% 2268 -8% 3.7 28% 41.4B 25% 172 14% 247 32 005% Q.7 1.8 5
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Quarterly Growth Rates by Market

Global 23% 22% 20% 21% 21% 19%
Americas 23% 21% 19% £0% 20% 19%
us 22% 20% 8% 19% 19% 18%
CA 31% 27% 27% 26% 23% 26% 27%
BR 16% 22% 28% 26% 26% 2% 50%
SPLatam 31% 37% 35% 36% 35% 11% 16%
EMEA 23% 22% 21% 20% 20% 21% 14%
BENELUX 21% 26% 20% 27% 30% 23% 27%
CEE 36% 33% 33% 30% 26% 34% 29%
DACH 21% 18% 17% 7% 20% 22% 15%
ESPT 23% 22% 24% 22% 18% 24% 21%
FR 23% 19% 16% 7% 11% 25% 14%
GBIE 20% 19% 18% 18% 16% 14% 1%
T 17% 17% 7% 16% 17% 10% 15%
MENA/TR 34% 28% 25% 25% 21% 2% 19%
NORDICS 26% 28% 26% 22% 24% 2€% 23%
Rok 34% 29% 12% 11% 17% 25% 10%
RU 51% 42% 39% 42% 48% 26% 44%
APAC 29% 26% 26% 25% 25% 3% 29%
JP 33% 29% 30% 25% 28% 45% 44%
GRCN 28% 27% 16% 28% 38% 25% 15%
AUNZ 23% 20% 18% 15% 13% 18% 23%
IN 18% 18% 8% 14% 18% 13% 7%
KR 42% 50% 55% 51% 38% 36% 56%
SEA 34% 28% 32% 20% 27 % 30% 33%
Google Confidential and Proprietary 6
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Total

Revenue Details by Product
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Global 17,627 20% 3,400M 18% 2,144M 29% 23,171 21%
Ameticas 9.208M 20% 1,778M  20% 1,141M  20% 12,127M  20%
Us 8,338M 19% 1,.549M  20% g54M  18% 10,842M 18%
CA 417 27% geM  10% 73M  22% S586M  23%
BR 2IZ2M 21% 74M  35% 59M  38% 405M 26%
SPLatarm 180M  39% 59M  27% B4M  34% 2930 35%
EMEA 6,534M 20% 960M  20% 590M  30% 8,084M 20%
BENELUX 1,018M 27% 76M  40% 43M 83% 1,134M  30%
CEE BIM 27% 100M  20% 35M  32% 4891M  26%
DACH 145Z2M 19% 17BM 13% 112M 5% 1, 7410M 20%
ESPT 324M  14% 51M  42% 30M  32% 4040  18%
FR 52z2M 1% 73M  16% 61M 5% g56M 1%
GBIk 1,723M  16% 228M  26% aaM  10% 2,060M 18%
T 216M  18% 44M 9% 39M  22% 298M  17%
MENA/TR 178M  31% 55M 0% 66M  18% 299M 21%
NORDICS 392M  23% BTN 22% 480  38% 497TM  24%
Rok 2360M  16% EOM 2% 33M  57% 319 17%
R 118M  47% 50M 42% 25M 64% 194M  48%
APAC 1,886M 23% 662M 16% 414M  58% 2,361M 25%
1P 781M  31% 284M  15% 101 B1% 1. 1460 29%
GRCN 200M  28% 185M  18% a96M 142% 460M 38%
AUNZ 50ZM  14% 69M 2% 56M  16% G26M 13%
I 156M  15% S52M 9% 40M  51% 248M 18%
KR 28M 27% 35M  48% 48M  38% T13M  38%
SEA 219 23% i 21% 2 51% 367M 27%
Google Confidential and Proprietary 7
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Global Ads Financials Fact Pack
(32 2017

User Adoption Metrics
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As of

Note:

1)
2)
3)
4)

5)
6)
7)

racent

Q217 Q217 Q17 Qz17 Q&7 weaks Q217 Q117 Qz17 Q217

Search Adoption (Android): 1-day active search users in % of 1-day active Android users;

GApp queries in % of I0S: % of I0S search queries on Google.com that originate from the Google Search App;

YT Adoption (Android): 1-day active YT users as % of 1-day active Android users;

App Usage Share on Android: % of time spent on Google Apps on Android. Data likely to have a Google bias given it's based
on Google Now users;

Android shipments %: Android % of HED phones shipped;

Android Query Share: % of Google.com HED searches that are made from Android devices;

Play share of app store downloads: % of total app downloads across Play + iOS App Store that are made on Play.

Google Confidential and Proprietary 8
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Ads Market Trend

e

Gighal 54,352 §5,835 80,318 95,545 46% 46% 12% 14% 6% 18%
Amiericas 29,738 35,310 42,703 50,333 54% S35 14% 16% A8% 205
s 20,980 31,957 38,453 45,011 G54 S 15% 1% 195 2k
L 1.243 1.51% 1.95%1 2413 I5% 41% 13% 165 2 T 245
#8R GES 1,151 1,387 1,742 485 A9 Bu 189 e 135
SPLatam 544 &84 912 1,208 g% 8% &% 5% b 8%
ERAEA 19,115 23671 27,647 32,911 571% 549%, 17% 15% 2% 255%
BENELLUX 2,186 2,813 3,514 £,337 Ja% i 51% 05 23% 28%%, 33% 3%
CLiE 1.015 1.202 1,391 2.00% AR% U S By % 13% 1256 169 19%
O £.441 5156 Lt 7,263 (¥t S 675 21% 72 16% 19% 208 2
5P 98 1,126 1163 1,626 B i B 75 i 16% 175 195 22%
&R 1,453 1,285 2,450 2870 595 13 BS% 63% 1% 18% 215 2254
GBIE 5345 b,171 1382 8,533 575 LH BB 5% 279 29, 325 o
41 40 B75 1,026 1,176 6% 395 315 J0% 10% 113 12% 148%
SMEMASTR %18 732 845 1,182 585 Bi% Bl% e0% 15% 13% 16% 19%
HOBEDS 1.068 1325 1,687 2007 4 5% {44 455 51% 14% 1% 1% 245
Aok 743 201 1,121 1.31% B4 Qs 125% 128% 1R% 18% £ 3% 255
il 106 EET: | ey 5% 31% 4259 GG B9 it 124 15%
AFAL 6,101 7854 9567 12,280 19% 20% £1% 21i% 5% £% 7% 8%
Ep 2,441 2918 3818 £,763 13% 5% G5 445 b o2 9t 11%
GROM 846 1.17% 1485 1,857 5% 5 55 5% 1% 2% 2 35
LN 1527 1,8E 2,255 2587 5% G B9 H3% 15% 1% Pl 225
it 481 TG g1 1,046 B M2 i ¥ist LR 1404 I 13%
xR i85 433 140 LT P ¥t 11% 14% 2% 5% 3% 4§54
SES& £33 030G 1,214 1.541 B1%% B35 A G435 % L5 103 12%

Notes:
1) Google Ads revenue is based on 2017 fixed FX;
2) Google Ads 2017 revenue based on 2017 actuals (for past quarters), quota (for current quarter) and Annual Plan (for
remaining quarters);
3) Total Ads and Online Ads from 2016 Industry Metrics.
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Video Ads Market Trend

Galobat 3,052 4,787 7,141 3,568 25% 27% 29% 0% 1% 3 4% 5%
Amoricas 1,712 2,692 4,138 5,556 2E% 30% 35% 37% 2% 3% 5% P
Js 1,433 2,282 3,550 5,763 26% 29% a3% 5% 2% 3% g% i
o, o0 1%1 £33 31y A% 8% 835 YRS 458 b 109 1453
8% 1iis 137 176 242 3% 593 G2% BEIE 1% 2% 2% %
SPiLatam: 75 122 179 234 31% 43% 445 A% 1% 2% 2% 3%
EMEA 504 1,353 1844 2,318 3% 36% 3T% 36% 2% 3% 5% 8%
BENELLX 46 d AL 151 23% 26% 28% h% 2% 2% iy S
CEE 55 3 - 5 18 6% 319 3 3% 1% 13 2% 3%
DAL 152 231 322 444 33% 9% 40% 41% 2% 3% 45 5
E5/PT 47 &5 g4 114 3% 445 9% R 2% 25 4% £
FR 106G 14% g 236 33% 1855 35% 31% A% A3 5% 3
e 234 EXY 414 452 308 e 259% 2554 R G5 B4 B
i¥ i g5 30 156 19% 22% 255 25% % 356 A% &%
MENASTH 5 13& £20 235 TS 875% 241% F1% 3% £ 5% B3
NORDHCS BE 105 k47 191 G005 39% 28% e &% 5 O 11%
fof 24 Sh &8 122 s ! 116% 130% 138% 1% 25, 4% 2%
®d 26 44 LY 91 33% 8% £r2% 1&5# 1% 2% 3% 43
APAC 436 743 1,138 1,687 13% 14% 15% 17% 1% 1% 2% 3%
JP 114 188 293 434 3I6% 3756 3% 4% 1% 1% iy 2%
GACN 42 102 1EY 334 2% 3% % 5% % 1% 1% 2%
ALNI B2y 1M £9? 233 k% 365 34% 3% A% 43 B9 Y
in ¥ Bt 121 181 de B Bi% B 3% 3% 4%, a2
xR ¥ g1 Ed5 202 45 35% 385 JE 1% 236 3 &5
SE& 73 134 202 291 59% Bi%E G7% F2% 13 2% 3% A5
Notes:

1) Google Ads revenue is based on 2017 fixed FX;

2) Google Ads 2017 revenue based on 2017 actuals (for past quarters), quota (for current quarter) and Annual Plan (for
remaining quarters);

3) Total Ads and Online Ads from 2016 Industry Metrics.
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Global Ads Financials Fact Pack

{42 2017
User Metrics - Cross-Platform Queries
Absolute Queries - X-Platform
800 0B ® APAC
= EMEA
# Americas
600 {)E ...........................................
400.0B ~— —
200.08
Q215 Q315 Q415 Q116 Q216 Q31 Q4 16 Q117 Q217
YoY Growth Rate - X-Platform
20% e s iﬂ': # Americas
% EMEA
® APAC
15% 2 Global
10%
5%
Q2146 Q316 Q416 Q117 Q217
Contribution to Total - X-Platform
100% ® APAC
= EMEA
& Americas
75%
50%
25%
ﬂ% = o S
Q215 Q315 Q415
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User Metrics - Desktop & Tablet Queries

Absolute Queries - Desktop & Tabiet

4{}0{}3 A e o i KA A s g by w8 e B 1 2 o et e A A A kW A v A AN e e e o a2
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User Metrics - High End Mobile Queries
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Global Ads Financials Fact Pack

2 2017
User Metrics - Cross-Platform RPMs
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Global Ads Financials Fact Pack
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User Metrics - Desktop & Tablet RPMs
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User Metrics - High End Mobile RPMs

RPMs - High End Mobile
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Revenue Trends by Region

Absolute Revenues
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Revenue Trends by Product

Absolute Revenues
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Global Import and Export
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