accenture

| 'i;Z:::: '
THE MONEYBALL .,
MOMENT FOR ..ot e,
MARKETING. |N CAN.ADA
o 2% o
Advertising Effectiveness . 4 ":;.-.,.::'.'.'.::'.'.'.‘.',. g >
In a Multi-Channel World o+ :',:::v' .,i::.::_ s
™ ..0' . o"
February 25, 2019 o ".°::::".,.': ,."',0’::.‘
L EY . gt e
\‘\‘“.~.5 ..:...:‘0 15 :’00'.00 o
: :. :.". .o’.:o’...o'.' 0t g0
L ..° .o. .0' &
ettt

] L]



OVERVIEW
OF CONTENTS

INTRODUCTION
& CONTEXT

DETAILED FINDINGS
& INSIGHTS

EXECUTIVE SUMMARY
OF FINDINGS

4 CALL TO ACTION




OUR STUDY OBJECTIVE:
EVALUATE THE
EFFECTIVENESS OF
MEDIA CHANNELS IN
CANADA

— 1. SITUATION

Digital advertising channels continue to capture
most of the ad spend growth by using data to
prove the efficacy of digital channels

- 2. AMBITION

Produce data-driven insights to help marketers
rethink their approach to evaluating media
performance in the Canadian market

- 3. APPROACH

Assemble and analyze a first-of-its-kind data
set in Canada combining $700M+ in annual
media spend, TV viewership, and point of sale
data from 105 brands over 4+ years




WE MEASURED
ACROSS ALL MEDIA
CHANNELS,

WITH A PARTICULAR
FOCUS ON
ASSESSING TV AND
DIGITAL

Note: Display & Other i

ncludes static and rich media (online & mobile), including SFVC (other than YouTube).
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WE ASSESSED SPEND ACROSS
4 KEY VERTICALS IN CANADA

2 & A K

Verticals in
our study AUTOMOTIVE CPG OVER THE COUNTER TELECOM
(OTC) PHARMA

MULTIPLATFORM TV 42% DIGITAL 40% OTHER MEDIA 18%
\ \ A
s | | | |
S
g 18% 14% S 2% 7% 5% 4% 2%
m

Media Spend

Display Paid Paid _
v & Other Search Social SFVC OOH Radio News. Mag.



FIVE IMPORTANT
INSIGHTS AROSE FROM
OUR RESEARCH

CANADIAN COMPANIES CAN
JUSTIFY AN INCREASE IN THEIR

OVERALL MEDIA SPEND

MAJOR BRANDS ARE
UNDERINVESTING IN TV IN
CANADA

TV HAS A MATERIAL
HALO EFFECT ON
DIGITAL MEDIA

TV PROVIDES STRONGEST
UPSIDE ON THE NEXT
DOLLAR SPENT

THE UNTAPPED VALUE OF
LONG FORM DIGITAL VIDEO
CONTENT (LFVC) IN CANADA
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1 | CANADIAN COMPANIES CAN

JUSTIFY AN INCREASE IN
THEIR OVERALL MEDIA SPEND:

Media is driving growth in Canada




CANADIAN ADVERTISERS ARE
SPENDING 1.7% OF OVERALL
REVENUES ON MEDIA

Media Spend as a % of Revenue

Media accounts for 20% of the sales
generated by the firms in our study
Canada Average 1.7%
US advertisers are spending nearly double
Canadian advertisers on media as a

percentage of revenue

YET... media spend in Canada drives
~10% higher returns than the US




2 | MAJOR BRANDS ARE
UNDERINVESTING IN TV IN
CANADA:

Canadian brands should rebalance media
spend toward TV to maximize sales




THERE IS A 5% GAP BETWEEN
CURRENT AND OPTIMAL
SPENDON TV

CURRENT VS. OPTIMAL MEDIA SPEND

TV % of Total Digital % of Total

Media Spend Media Spend
Current Optimal Current Optimal
Marketers are currently underinvested in TV by 5% Marketers are currently overinvested in Digital by 3%




WE SEE THIS GAP BETWEEN CURRENT AND
OPTIMAL ALLOCATIONS ACROSS INDUSTRIES

TO VARYING DEGREES

CURRENT VS OPTIMAL % OF TOTAL SPEND,
BY VERTICAL

Current %
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NATIONAL BRANDS HAVE
POTENTIALLY MISSED OUT ON UP

TO 49% IN ANNUAL SALES GENERATED
FROM MEDIA SPEND

FOREGONE REVENUE
OPPORTUNITY FOR
CANADIAN ADVERTISERS

Note: Revenue from Canadian Automotive, CPG,
OTC Pharma and Telco industries

Total
Revenue

$176B —

$36B

Revenue Generated
from Media Spend

1]

$1.4B

20% of total revenueis
generated by media $36B

Revenue Gap from
Optimized Media Allocation




TV HAS A MATERIAL HALO

EFFECT ON DIGITAL MEDIA:

Linear TV spend drives the ROI
of Digital channels




THE HALO EFFECT REPRESENTS THE ABILITY OF
TV ADVERTISING TO AMPLIFY ADVERTISING
EFFECTIVENESS IN MULTI-CHANNEL CAMPAIGNS

@

Standalone Digital ROI

Linear TV’s Adjusted ROI

Linear TV’s Halo
On Digital Advertising

Impact of Linear TV
advertising on Digital
within integrated
advertising campaigns

Without Linear TV’s halo,
digital advertising’s average
ROI would decline by 19%

Linear TV’s average ROI
Is understated by 23%




WITHOUT ACCOUNTING FOR THE HALO
EFFECT ACROSS CHANNELS, TRADITIONAL
MMM FINDINGS ARE MISLEADING

DIRECT SALES ROI
BY MEDIA CHANNEL

Overall TV Display & Other Paid Search Paid Social Other Media
[=] i 01 —
Wy @ @ _
Media 5, i 18% 14% 6% 2% i 18%
Spend: -
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WHEN EVALUATING THE ATTRIBUTED RETURNS,
THE SALES ROI OF TV INCREASED BY 23%

ATTRIBUTED SALES ROI BY MEDIA CHANNEL

2

Overall TV Display & Other Other Media
[=] | 01 —
Wy _
Media = 40, | 18% 18%
Spend: -
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TV PROVIDES STRONGEST
UPSIDE ON NEXT DOLLAR SPENT:

Marginal returns on TV provide the
highest ROI




RESPONSE CURVES HELP MARKETERS
UNDERSTAND EXPECTED RETURNS
ASSOCIATED WITH CHANGING SPEND LEVELS

SPEND VS. SALES
RESPONSE CURVES BY
MEDIA CHANNEL

Media Channel A

Media Channel B
Incremental
Sales '

Inflection point at which Media Channel A's
incremental sales for the “next dollar spent” exceed
Media Channel B’s

Media Channel C
Media Channel D

? Advertising Investment
At low levels of advertising spend, Media Channel B has the strongest

marginal ROI but is not sustainable as incremental sales plateau quickly



ADVERTISERS SEE GREATER RETURNS ON AN
ADDITIONAL DOLLAR SPENTON TV ADS
COMPARED TO ONE SPENT ON OTHER CHANNELS

Automotive Spend vs. Sales

L% KEY INSIGHTS
Response Curve
@ ! Digital channels provide the highest
Search contribution to sales at lower levels of
O _ media investment
:Cs Display & Other
% .......... = SFVC
Y At current spend levels, TV'’s response
Social curve remains the most linear,
@ indicating higher marginal ROIs will

continue with incremental spend

At current spend levels, Digital response
curves begin to plateau — a trend seen

Ad Spend across industries

Legend @ Current
Spend



ADVERTISERS CAN MAXIMIZE
ROI ON NEW MEDIA SPEND BY

ALLOCATING JUST OVER HALF

INTO TV

3.5% to 4.0%

Estimated annual
growth in media
spend over the
next 4 years

.

$2.0B to 2.3B

In incremental
media spend
over the next
4 years

OPTIMAL ALLOCATION OF 5%
INCREMENTAL SPEND

Paid Social

Radio

Display B [5},/4

& Other TV

Paid
Search



5 | THE UNTAPPED VALUE OF LONG-
FORM VIDEO CONTENT:

Long-Form Video Content (LFVC) presents a

significant opportunity in the Canadian marketplace




MULTIPLATFORM TV IS BROADCASTER VIDEO
CONTENT THAT IS AVAILABLE ACROSS TRADITIONAL

AND DIGITAL PLATFORMS

Linear TV Ad-Supported LFVC _
(including PVR, + (including online, mobile, — Multiplatform
STB On-Demand, etc.) over-the-top) TV D
A
F—— - |

@ Multiplatform TV combines traditional television with all other broadcaster produced LFVC viewed
= online or via mobile.

III. Analyzing Multiplatform TV enables the assessment of the impact of video advertising, across
consumption methods, with other advertising channels.



LFVC VIEWERSHIP HAS GROWN AT A 20%
CAGR, WHILE LFVC AD SPEND HAS ONLY

GROWN AT AN 8% CAGR

COMPARISON OF LFVC AD SPEND TO VIEWERSHIP CAGR GROWTH IN CANADA, 2012 TO 2017

Yy
1)
20% - 1M3ké — 8%

Disconnect

Ad Spend CAGR

Viewership CAGR
2012-2017

2012-2017

Source: Accenture Analysis, ThinkTV, Numeris, IAB Canada. Media Technology Monitor,
Note: CAGR = compound annual growth rate CRTC 2018 / &



ONLY THE AUTO INDUSTRY HAD SUFFICIENT
LFVC AD SPENDING TO ANALYZE IN OUR STUDY

—

Proportion of media
spend per channel
In the auto industry

Display &

o
TV 28% Other 27%

MEDIA
SPEND

LFVC <1%

Magazine 1%
Newspaper 7%

OOH 4%

Social 4%
SFVC 1%

Search 20%
Radio 8%



THE LOW MEDIA SPEND IN LFVC IS ESPECIALLY
SURPRISING GIVEN THAT IT IS BY FAR THE HIGHEST
PERFORMING MEDIA CHANNEL

—

Relative attributed
sales ROI

perfo rm an Ce Digital Average

In the auto industry

LFVC
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CALL TO ACTION

1 RE-EVALUATE OVERALL SPEND

LEVERAGE ATTRIBUTION
ANALYTICS CONTINUOUSLY

N

TO DRIVE IMPROVED RETURN

by

TAKE ADVANTAGE OF LFVC

3 RE-EVALUATE MEDIA ALLOCATION

h,

Copyright © 2019 Accenture All rights reserved.

Our Canadian and US studies show there is a case for
increased media spend in Canada, especially given ROI levels.

7

Canadian advertisers should leverage these findings
continuously to ensure ongoing ability to optimize media yield.

s

Rebalance media investments to continuously optimize return
on spend.

244

Invest more in LFVC as available inventory increases and
audiences move more to this format.

24

27



