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Summary
This document is offers a GDN/DBM buy-side perspective on Header Bidding. Based on the
insights presented in this document, we recommend: DBM should become a header bidding

participant, we should evaluate if GDN should do the same, we need a sell-side product that is
better than HB (for adv. & pubs).

1. Header Bidding is here to stay: revenue benefit to publishers, better access for buyers

Header bidding was developed as a reaction o EDA. HB allows exlernal buyers to compete with
DFP line items on the basis of actual CPMs with all other demand in one flat auction at the time
of decision making - this was previously only possible for GDN via EDA. The main benefit to
publishers from header bidding is increased revenue, due to actual vs. average CPM bid
competition in between line items and EDA (see appendix for examples).

Some reports in the industry argue that an additional header bidder can increase yield by 10%".
This seems to agree wilh the 10% revenue uplift Llhal we saw when Admob turned on live CPM,
which also changed actual bids vs. expected to be considered in the auction.

2. DBM needs to buy via Header Bidding

Today, DBM is disadvantaged by not directly participating in header bidding. While we indirectly
panticipate, we are paying too much (as we have to go through other exchanges as middleman)
and reducing our competitiveness (by having potentially reduced bis enter a first price auction).

In the absence of DBM buying through Header Bidding directly, any query that flows through HB
either:

1. Comes to us via 3rd party exchange, pay exchange middleman
2. Comes through AdX at 20% margin
3. Is not reachable

DBM, as a pure advertiser agent, should directly participate in header bidding and pass on the
gains to the advertiser. The following downsides are frequently quoted to discourage buyers to
participate in header bidding. We think these are manageable or misperceptions.

e Increased page load time — header bidding calls are directly from a user's client to the
participating buyer. This increases page latency and also sets a naturai [imit to the # of

' “a single header bidding source can increase yield by 10 percent”, CTO of purch https://goo.gl/hSw9Jb
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The cosl is lhe margin thal we charge loday, which we believe is nol sustainable anyway, since
we expect buyers to move to head bidding in the future. Note that, we would only lose the
margin we charge on today’s RTBs since Adwords can make it up on the buy side (if that's the
right tradeoff between prolil, ROI, and conversion valume).

OPEN QUESTIONS

1. How much do we benefit from EDA? What % of DFP's reservation impressions are EDA-
enabled, and what % of those are actually filled by ADX thru EDA? What is the split of
EDA and DA? To what extend the presence of header bidding increases clearing price
of EDA (when competing w/ actual priced line items vs. predicted)?

2. How are pubs dealing w/ the issue that HB could ruin direct sold? They seem lo care far
DFL.

Buy-side competitive pressure
1. What' is Facebook doing and why?
What are the implications to both buy- and sell-side?
How should we respond? Is Jedi sufficient? If not, what's missing?
How would Facebook react, what is the expected steady state?
Can this lead to margin compression and make exchanges dispensable?
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Sell-side competitive pressure
1. From a publisher perspective, what does HB offer that we don't have? Can we change
Jedi to be more competitive - or should we consider other offerings?

Qther
Why HB vs running a second price auction with all demand sources? (This came from Woogjin
asking Alok...)

Strategic considerations

If the conclusion is that exchanges are dispensable and DFP is no longer a way to improve
access to inventory, is there merit for still being in the platform business? DFP/AdX used to be
the only combination to compete against direct sold is this technology at risk of being
commoditized leading 1o an inevitable end state with zero margin sell-side technology?

For us this could mean arriving at an end state where we allow all buyers access to inventory via
EDA at zero margin using a first price auction. How is this preferential over developing our own
wrapper/plugin and approaching publishers directly with it?
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