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Charting a Different Course

audience network vision
What's our Mission?

QOur job is to create the best dollar and best minute ar advertiser can choose tc spend (see note).

What's our goal?

» To build 2 brand safe place for advertisers to access the worlds inventory and tools to buy that inventory at the most cost effective
outceme rate in the industry.
* Internally: Be the secona most impertant place for advertisers, after feed

What does this mean?

« We should cater to advertizers with measurable cutcomes based cn real people
« We should drive the world of monetization to reward high quality content, intenticnally consumed by real people on a precictable and
repeatable cycle.

TL:DR

» Google sits between us and the impressions we want to buy [as & technolegy verdor, DFP & Admob]

Google's market share {as a technology vendor, DFP & Admck] is expected to grew

Ad serving is not going away, and at the very least is needed as & form of file gelivery

Google has monopolistic power, it uses its power to manipulate the market its favor and disadvantage competitior
= To win we need to make DFP a “dumb” auctioneer

®

Google's Market share

Geoogle is the deminant technology provider for publishers They control the lion share of the ad servirg market

« 40%+ in video (DFP)

how google achieved this position
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* They have offered a best in dass preduct and they continually invest in product improvemerts
= 2007: Doubledlick acquired fer $3.1Bn
= 2009 Admchb far $750m
2010, Invite Media for $80m
- 2011 Admeld for $£00m
= 2014 Spider.jo for undisclosed
» 2014 mDizlogus for undisclpsed
- 201<: Firebase for undisclosed
= 2016: Anvato for undisclosed
« 2017 Fabric for undisclosed
They have invested heavily In servicing their customers
They have aggressively priced this toal
» Free to use for SMB
= They have commoditized their premium offering
They have bundled DFP & Admab with value added services
= Google Analytics
= Adsense menetization
Adx Manetization
Agaressive market tactics (ie. rebating puklisher c2st of DFP it they use AdX)

What's the outlook (Trend) for Google's publisher marketshare?
in short, it is going to increase. Goegle has monopoly pewer in four key forms:

* The capital requirement te build a competing preduct is a barriet to entry

* Theil technelogical superiolity Is a barrier to entry

« Substitute goods are scarce

» Network externality - if you are to think about Gocgle's ac servirg capabilities as @ medus operandi for 2ll busiresses selling ads; once
enough publishers are on-board, advertisers are induced to buy and in adopt Gocogle's protoosls ard processes As more advertisers
buy In, additional publishers are induced to join. The cycle continues

What daoes it mean for competing players in the market? Their economic viability is diminished, Google has commoditized the ad server.
We can expect independent, resodrce peor competitors to exit the busiress Publishers locking for an alternative will be less likely to
consider an corrpetitar if the long term viability of potential vendors are in question

» Comparies at risk are: Fyber, Switch, Smart Adserver and Irensaurce.
« Appnexus has all but exited the businesz in faver of its exchange
» AOL iz 2 hold out, mainly for it's O&O

Why does it matter f Google offers a superior product?

Dan't the publishers pay for ad serving”

Google uses their market power 1o promote anti-competitive practices. Therefore we are missing aut on the Inventery we want to buy and
have in aur network (even when we sign up a new publisher).

This zpplies ¢ all inventory maae available through programmatic charrels. Google goes net have this contrel over direct inventory,
where the seller is highly sold through (primarily video invertory agzinst longer form content).

» CGoogle has seamlessly integrated 2rd party demand - via it's Ag Exchange - with DFP. All of puklishers we want to work with leverage
AdX as & maonetization solution,
« The way that Geogle operates Adx significantly disadvantages other competitors
= AdX gets last leak. meaning they can bid $0.07 higher than the highest bidder ard win
v ADx leverages DFP to provide datz, nct otherwise provided to other demand sources

This means that although we now bave access to the inventary we want (in web), aur ability to compete fairly for it s handicapped
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Wait, wasn't header bidding going to fix this?

Yes, but....

Header bidding has been great because it tackled the waterfall, an efficient way to create 2 market for a given piece of inventory.
I has meant that we get called on every impressicn and are net subject to where 2 3rd party puts us in the waterfall
Heager bidding has not removed Adx's last look advanta

Header bidding doesn't work ir app because epp cannot be hacked using a key value pair.
Google is locking for FB to pay 15% of werking media cost in order to remove this last look advantage.

what does this mean for market dynamics?

« [tis killing alternatives for open markets - anyone whe does not participate in Adx is effectively setting the market for Adx (last leck)

* It is pushing the market towards programmatic direct deals. They only way to truly access the inventory we want, is to secure it directly
with a publisher. Althcugh the programmatic pipes of cpen and cirect might be the same, priorities of programmatic direct are set by
the publisher and therefore not subject to Gocgle's market set up
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Francesca Pignataro
about 300 employees + an outsourced call centre for DFP alone  7/7/2017, .24 AM

FP

it's alsc got adaptors to thousancs of cther products that are embedded in publishers’
backends TITLTT, 525 AM

i'd add that switching costs fer publishers mean any competiter has a next to no chance of
taking significant market share away from google quickly. T/0T, D AM

created a monopely /72011, 5.4t Al
I'd add MoPub to the list  7/7/2017, 527 AM
what about open sourcing the technolegy? how could we neutralize their advantage? 7/ /2014, 510 Al

Why are they most vulnerable there? 7/:/201/, 441 &AM
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lebn Wren edited at 2077-07-19719:01.40.1632

* Opticn 3:Chariing & Different Course

addience network vision
What's our Mission?
Our job Is to create the best dollar end best minute en advertiser can choose tz spend (see note),

What's our goal?

To builld 2 brand safe place for advertisers to access the werlds invertery and toels to buy that Inventory at the most cost
effective outcome rate in the industry,

internally: Be the second mest mportant glace for advertisers, after feed

What does this mean?

* We should cater to advertisers with measurable cutcomes based cn rezl people

+ We should drive the world of menetization to reward high guality content, intentionally consumed by real people on a
predictable and repeztable cycle,

lohn Wren edited at 2017-07-11T12'55.55.563Z

« Build / acquire a large enaugh pool of demand to shift the market. We car enable dermand as ar aggregator or as @ tool

« Push the market to real time decisigning, creating encugh demand density that up front guarantees become cost ineffective

* Build a demand ecosystem bought into our success

+ DOnly enable supply where we have fair access. No waterfall & where publisher transparent

+ Be public in our stance and which publishers are in the supply pool

« Dffer best in class measurement for the advertisers we werk with

« Forthe publishers we wark with epsure that the poal of demand we offer Is meeningful encugh tc themr ta pravide ar
adequate fill rate and CPM

« Fducate publishers on a different way

« Ad serving 15 not going away, publishers are not changing their ad server

+ Arcther piece of technology can handle ad decisiening

* If we can build erough real time demand density for standardized advertising urits, the value of the ad server as auctioneer
will decline

+ Publishers will ‘orge pre-book guarantsed revenue if there is @ demand source that can reliably provide fill and healthy CPMs

« If there 1c 2 demand zource that |s significant enough In size, publishers / 2pp developers will capitulate to their preferences

+ Google is most vulrerable at the integration point between DFF and Adx / Adsense / DFA

* A 3rd pany demara source can be integrated intc DFP / Admock: as seamlessly as Google's integration between its own
progucts | |

« We can build this pool of demand

» We can build decisicnipg that 15 better than Googe's
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John Wren edited at 2017-07-10T21:.25:53.779Z

« what do we need tc do to be & $30bn media spend busiress

* to negate the tech layer

»

lehn Wren edited at 2077-07-07T14:26:06.5957

» Google uses their market power to promote anti-competitive practices. Therefore we are missing out on the inventory we want
to buy and have in our network (even when we sign up a new publisher).

* Push the market to real time decisioning, creating encugk deman demand density that up front guarantees become cost
inefiective

John Wren edited at 2017-07-07T07:12:18.052Z

* Build / acquire a large encugh pool of demand to shift the market. We can enakle demand as an aggregator or as & tool

« Push the market to real time decisionirg, creating encugh deman density that up front guarantees become cost ineffective

+ Build a gemand ecosystem bought intc our success

« Only enable supply where we have fair access. No waterfall & where publisher transparent

+ Be pukblic in our stance and which publishers are in the supply peol

« Offer best in class measurement for the advertisers we werk with

= For the publishers we work with, ensure that the pool of demand we offer is meaningful encugh to them to provide an
adeguate fill rate and CPM

+ Educate puklishers on & different way

+ Offer a large pocl of demand ~ decisioning that mitigates DFP to a “dumb” file celivery solution

Francesca Pigrataro edited at 2017-07-07T05:24:11.1922
John Wren edited at 2017-07-07T0:17,09.361Z

« This applies to all inventory made available through programmatic charnels. Google does not kave this control over direct
inventory, where the seller is highly sold through (primarily video inventory against longer form content).
» Educate publishers on a different way

John Wren edited at 2017-07-05T18:01:23. 3647

+ Current Course: TLLDR

* Google sits between us and the impressions we want to buy [as a technology vendor, DFP & Admaob]

» Google's market share [as a technology vendor, DFP & Admcekb] is expected to grow

+ Ad serving is not going away, and at the very least is needed as a form of file delivery

» Google has moropalistic power, it uses its power to manipulate the market its favor and disadvantage competition
+ To win we need to make D=P a “dumb” auctioneer

» Google's Market share

« Google is the dominant technology provider for publishers. They control the lion share of the ad serving market:

« how google achieved this position

« They have offered a best in class product and they centinually invest in preduct improvements
« 2007: Doubleclick acquired for $3.1bn
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+ Google is locking for FB to pay 15% of working media cost in order to remove this last look advartage.

» whet does this meen for market dynamics?

+ Itis killing alterratives for open markets - anyone who does not participate in Adx is effectively setting the market for Adx (last
look)

* It is pushing the market towards programmatic direct deals. They cnly way to truly access the inventory we want, is to secure it
directly with a publisher. Althcugh the programmatic pipes of cpen and direct might be the same, priorities of programmatic
direct are set by the publisher and therefore not subject to Gocgle's market set up

« What does facebock want?

« Qur demand to have a cost effective and unbiased access to the impressions we want in order to maximize the value of
advertiser outcomes.

« what do we have to do to achieve this?

« Offer a competing pool of demand that will crly be availzble based on the principles of fair access (i.e. we will not buy your
inventory in a waterfall or where another programmatic player has an unfair advantage)

 Offer a large pool of demand = decisioning that mitigates DFP to a "dumb” file celivery solution

 For the publishers we work with, ensure that the pool of demand we offer is meaningful encugh te them to provide an
adeqguate fill rate and CPM

» what do you need to believe for this tc be true?

« Ad serving is not gcing away, publishers are not changing their ad server

» Ancther piece of technology can handle ac decisioning

+ If we can build enough real time demand density for standardized advertising urits, the value of the ad server as auctioneer
will decline

« Publishers will forge pre-book guaranteed revenue if there is 2 demand scurce that can relisbly provide fill and healthy CPMs

+ If there is a demana source that is significant enough in size, publishers / app developers will capitulate to their preferences

+ Google is most vulrerable at the integration point between DFP and Adx / Adsense / DFA

+ A 3rd party demand source can be integrated intc DFP / Admaob as seamlessly as Google's integration between its own
products

* We can build this pool of demand

« We can build decisicning that is better than Google's

« Google is the underlying techrclogy pewering the mejority of the supply sources we want access to

« Google has seamlessly integrated DFP with it AdX

» The majority of cur publishers lock to AdX as a menetization solutior for all inventory that they do not sell programmatically

+ The way that Google operates Adx significantly disadvantages other competitors

+ AdX gets last lock, meaning they can bid $0.0" higher than the highest bidder and win

lohn Wren edited at 2017-07-05T22:13.48.776Z

« Option 3: Charting a Different Course

» Current Course:

« Google is the dominant technology provider for publishers
» Their ad server has the lion share of the market

- I

e

= B S T Dt

« Google gained their marketshare through offering a best in class product, competitive pricing and aggressive financial
incentives for publishers to adept their technology

= Cost for using DFP - small infrastructure fee for serving an ad

« Cost for using Admob - free

« Further 10 the point above, they have subsidized any cost borne by publishers by bundling together monetization products
and free tocls

« Google analytics free

» Adsense monetization for small puklishers

+ AdX monetization for large publishers

« Google has done an amazing job when it comes to how these tools work together

« At their current trajectory they will continue to increase marketshare
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« Commedity pricing has prevents successful entrants into the ad serving business
« Commedity pricing has eroded the financial stability of 3rd party ad servers (i.e. Fyber)

» Why does this matter to FB:

» Google is the underlying technelogy powering the majority of the supply sources we want access te

+ Google has seamlessly integrated DFP with it AdX

* The majority of cur publishers lock to AdX as a monetizaticn solutior for all inventory that they do neot sell programmatically
« The way that Google cperates Adx significantly disadvantages other competitors

« AdX gets last lock, meaning they can bid $0.07 higher than the highest bidder and win

» ADx leverages DFP to provide date, nct otherwise provided to other demand sources

< Wait, Wasn't Header Bidding Supposed to Fix This?

» Header bidding has been great because it tackled the waterfzll, an efficient way tc create a market for a given piece of
inventory

+ It has meant that we get called on every impressicn and are rot subject tc where a 3rd party puts us in the waterfall

* Header bidding has not removed Adx's last lock advantage

) SR e T I ————
e N

 Header bidding doesn't work in app because app cannot be hacked using a key value pair
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« 2009 Admgb for $750m

« 2010: Invite Media for $80m

« 2011 Admela fer $400m

« 2014 Spider.io for undisclesed

+ 2014 mDialogue for undisclosed

« 2014 Firebase for undisclosed

+ 2076 Anvato for undisclosed

» 2077: Fabric for undisclosea

= They have invested heavily in servicing their customers

+ They have aggressively priced this tocl

* Free to use for SMB

+ They have commoditized their premium offering

» They have bundled DF? & Admacb with value added services
« Google Analytics

+ Adsense menetization

« Adx Monetization

« Aggressive market tactics {i.e. rebating publisher cost of DFP if they use AdX)

« What's the outlook (Trend) for Google's publisher marketshare?

« In short, it is going to increase. Google has monopoly power in four key forms:

+ The capital requirement to build a competing product is a barrier to entry

+ Their technological supericrity is a barrier to entry

« Substitute goods are scarce

« Network externality - if you are to think about Google's ad serving capabilities as a medus cperandi for all businesses selling
ads; once enough publishers are cn-board, advertisers are induced to buy and in adopt Google's protocols and processes. As
more advertisers buy in, additional publishers are induced tc join. The cycle continues

« What does it mean for competing players in the market? The'r economic viability is diminished. Geogle has commoditized the
ad server. We can expect independent, resource poor competitors to exit the business. Publishers locking for an alternative
will be less likely to consider an competitor if the leng term viakility of potential vendors are in question.

+ Companies &t risk are: Fyber, Switch, Smart Adserver and Ironsource.

» Appnexus has all but exitea the business in favor of its exchange

+ AOL is 2 hold oudt, mairly for it's O&O

» Why does it matter if Goegle offers a supericr preduct?
« Don't the publishers pay for ad serving?

« Google uses their market pocwer to promcte anti-competitive practices. Therefore we are missing ocut on the inventory we
wart to buy and have in our network

+ (Geogle has seamlessly integrated 3rd party demand - via it's Ad Exchange - with DFP. All of publishers we want tc work with
leverage AdX as a monetizalion solution.

« The way thet Google operates Adx significantly disadvantages other competitors

« AdX gets last look, meaning they can bid $0.07 higher than the highest bidder and win

« ADx leverages DFP to provide date, not otherwise provided to other demand sources

» This means that althcugh we ncw have access to the inventory we want (in web), our ability to compete fairly for it is
handicapped.

» Wait, wasn't header bidding going te fix this?

. Wait Wash't Hoader Bidding-S to Eix Thic2

* Yes, but...

« Header bidding has been great because it tackled the waterfzll, an efficient way tc create a market for z given piece of
inventory.

It has meant that we get called on every impressicn and are rot subject to where a 3rd party puts us in the waterfall
Header bidding has not removed Adx's last lock advantage

Header bidding doesn't werk in app because app cannot be hacked using a key value pair.
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