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2015: Microsoft retreats from Display Advertising

BUSINESS
INSIDER

Microsoft is handingl off yet more of its advertising sales
THEBDMUWIMI pev &

business to ad tech company AppNexus
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Microsoft has hived off more of s ndvertising sales
Dusiness 1o AppNenus, the woekd's langedt
ke add Ui canpany

ApPNew” publiaher saite will now tw eed

for Microantt ade to be bought programmatically
(uaing sutomated technology, rsther than via a big
salesforve) scrons 48 ghobal markets, up from 39
pres wmndy

While this sounds like a sample partiessdilp
expansion, It's intervating for & nember of reasons

« Microsoft (s taking another step away
from the highly-competitive display
adverticing business. In the summer
MicresoR aneounced & big strategy chang
1,200 of its advertising iaff were shifting over
10 AOL, which was absorbing Micrasoft's
direct sales busloess in its nine
biggest markets, inclading the US and the UK
Meanwhile, AppNexus became Microsoft s exclusty
Jond techoology partner in 39 markets,

+ Thin ls great news for AppNexus, Microwolt
immediately add revenue

* Itcould have an impact on the Microsoft/AC
adventising programmatically is cost-effective. A pe
AppNexus/ Microsoft deal tok] Business [nsider tha
markets AppNexus had taken over, profitability ha
AppNevus announced the launch of
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Microsoft retreats from display ads, handing operations to AOL &
AppNexus
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Microsoft Norge
skroter salgsavdeling

Leter etter nye jobber til seks ansatte. - Stillingene blir
borte, sier Microsoft-topp Ingjerd B. Spiten.



Things have worked out nicely for Microsoft

Microsoft Corporation M ICI’OSOfJ[
NASDAQ: MSFT - Nov 6, 7:52 PM EST
84.47 uso 40.33 (0.39%)
After-hours: §4.52 +0.06%
1 day 5 day 1 month 3 months 1 year 5years max
Open 5420 Mkt cap 651.65B
High 84.70 PIE ratio 28.58
Low 54.08 Div yield 1.99%
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They are still the third largest western advertising player

Global net ad revenue share for digital and mobile in 2017

Digital: $223.7 billion

Google/Alphabet Facebook Alibaba Other
$73.8B $36.3B $17.4B $74.28
33% 16% 8%

Baidu: $9. 38
Tencent: $6. 78
Microsoft: $6.1B

SOURCE: E-marketer, 2017
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Bing’s market share is 17% in Norway, 33% in the United States

Bing Network PC market share

b> Bing Bing Network. Intelligent Search.
Growing on a global scale.
Worldwide' Europe! Asia Pacific!
B 9% Market share @ 9% Market share & 4% Market share
D 12B Monthly seardhes D 3B honithly searches D 2B Monthly searches

Austria Switzeriand Australia
Belgium UK Chima
UMITED STATES? Pl ‘ . Honglins
(#33%  Market share Findaned - india
£ 5B Monthly searches i e
GeTnay . Japan
ireland ’ Malaysia
Haly Mew Zealand
Lupyermiboung Philippanes
Metherlands Singapone
Hiorwary Tabwan
Spain Thsilard
Sweden Vietnam
BRAZIL AUSTRIA® ITALY? AUSTRALIA*
@ 4% o 288M @ 12% P 24M @9% P 2zi8M @12% P 17IM ¥
CAMADAY | BELGIUM= NETHERLAMDS' HONG KOMGS }
@ 7% O 405M @12% O 42M @ DOMM @ 19% O 87M
DENMARK? NORWAYT INDIA® PHILIPPIMES®
Latin America’ 9% LD13M @ 7% DM @ 7% 2 233M @ 5% 2 59M

SOURCE: 1. comScore qSearch(custom), June 2017.
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The Microsoft / AppNexus partnership

: B Microsoft =+ %% AppNexus

Microsoft’s publishers are AppNexus is a platform offering a
marketplace to buy and sell programmatic

advertising, helping publishers to monetize

their inventory better and helping buyers to

\ fa) XBOX buy smarter and achieve better results. /
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Microsoft’s Programmatic Transformation

PROGRAMMATIC
REMNANT
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PROGRAMMATIC
ONLY

OCT 15

0 = Nordic Programmatic Pilot

e = AppNexus Supply
Evangelism Team
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The resulis of the transformation

Tkr W

REVENUE GROWTH ORGANIZATIONAL
of 13% YoY in Norway RE-DESIGN
34 people in MSFT A&O
2 people in AN SET
In the Nordics
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STRONG INCREASE
IN PROFITABILITY
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Strong programmatic growth is one key reason

‘000 NOK
800 000 40%
700 000 35%
600 000 30%
500 000 25%

Programmatic
Revenue 400 000

Programmatic
20% Share %

300 000 15%

200 000 10%

100 000 5%
0 0%

2015 2016 2017

SOURCE: Mediebyraforeningen. For 2017 based on the first 9 months - applied same growth rate for last quarter
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Reserved and programmatic sales differ fundamentally

RESERVED / DIRECT SALES PROGRAMMATIC SALES

(o) &1 + Giving the markets all the necessary access
QFTTCH =" FORECAST ——» to execute the buys themselves

)

« Inform about solutions, products and programmatic
opportunities

+ Consult and advice on buying and bidding strategy, help
troubleshooting when needed

+ Finding the right agreements and set-ups

+ Not pitching on campaign by campaign level

SN FINAL
" REPORT

Zo—-—-caomxm

* An assisted self-service model
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# 1: A programmatic sales model requires a different skill set

PEOPLE ANALYTICAL
SKILLS

=il

RELATIONSHIPS
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# 2 : The inventory quality and performance is ultimately what sells

= Brand noise and relational selling losing importance

= Campaigns across many different publishers
optimizing for metrics such as viewability and clicks

= The best inventory will be prioritized




# 3 : Data has become abundant, but drives more revenue

' ' — - w \ 4

: = @Giving up data monopoly - potentially less demand for own

data
= Harder to have a unique data offering

= However, all external data (advertiser and third party data)
greatly increases the value of all inventory

,-P

.
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Quiz: What was the highest paid CPM price in
the Microsoft Ad Exchange in Norway in October

20177

Answer: 663 USD CPM = 5446 NOK CPM

[ 1\ .
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# 4 : The beauty of competition and willingness to pay

Microsoft Waterfall 2015 Microsoft’s Unified Auction Today

A

Premium reserved )
-\ Programmatic
' Brand Audience
RON Audience ’ ‘
\——

Performance CPC
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# 5: A different monetization approach is needed

0OOC

INCREASE FILL FIND POCKETS INCREASE BID CONVERT IO
OF PREMIUM DENSITY BUSINESS
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The Road
Ahead...




"| skate to where the puck is going to
be, not where it has been."
-- Wayne Gretzky




# 1 : Video and Native

Native Formats to Launch

NATIVE FORBUYERS o

FORMATS & SPECIFICATIONS

With a single creative specification, reach your target audience at
scale across all major native publishers available on AppNexus.
Adhere to the following creative specifications:

CREATIVE SPECIEICATIONS
Dimensions Title
1200x 627 25 char max
File Size Body
200kb max size &
| & msn
Logo
ﬂ’ 1:1 aspect ratio Native Inventory Overview on MSN The Benefits of MSN Native Inventory
Rm?a "r mm’ Microsoft's MSN ‘the bestin tothe hi
i ! med Warzy ntertainment, money, weather, travel, health  targeted audiences of MSN
Jeg bryluppet med Wozy e e s ot
variety of sizes and channels to suit any campaign on MSN carousel
Creative Best Practices for o Natiy Speed & Scale: Benefit from the speed and scale of
min kammerat ihjel? goy ighlignt high-quality ATF exchange-based real-time buying
‘tocreate urgency and drive engagement. placement, with native.
| i People, p:

your headline, increase impact. Also, avoid text overlays or
Center main content: Avoid clutter and ensure important |
are centered in your image asset.

Jse vibrant and

Click here to see the
native demo on MSN.

Innovative Video Solutions
e BannerStream e |nstream - o

http:/adver soft. p P

Microsoft Creative Specifications:

+ Outstream - Windows Video Interstitial
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# 2 : Focus on transparency

€& Microsoft was the first global publisher to go fully programmatic in these
markets back in 2015. We are excited to be at the forefront of yet another
industry-leading development to support great marketplace transparency and

a sustainable premium marketplace that will benefit both buyers and sellers. 7

~ Barry Dougan, VP, Worldwide Display, Microsoft Advertising
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# 3 : Truly unique data

senior level influencers o decision makers
mass affluent opinion leaders
C-level execs IT decision makers

“The second part is around data. LinkedIn, of course, has signed-in users with very deep
profiles.... In a totally privacy-compliant way, we will be thinking about how we make
advertising more relevant by combining our data sources. ”’

~ Rik van der Kooi, Corporate Vice President, Microsoft Advertising
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Disruption

The Programmatlc

disruption
[dis-ruhp-shuh n]

e —— oe—" - - o B s

“To change the traditional way that an industry operates, especially in a new and effective way”
(Cambridge Dictionary)
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YOU CAN’T




Thank You!

skehl@appnexus.com
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