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Search Engine Advertising Update - Q109

April 13, 2009 - Although difficult to see from the outside, the first
quarter typically brings with it major budget shifts in the search
marketing world. As retailers back off their massive fourth quarter
spends, the travel industry steps in to take their place. Things are
no different this year, other than the surprising additions of Bank
of America and several used car resellers to the top tier of search
advertisers (see “Top 25 US Advertisers by Search Engine” located
at the end of this report).

The important question, however, is will these shifts in budget
significantly alter Google’s search revenues from analysts’
expectations of about 11%? Unlike in previous quarters, there are
no clear signs.

The best guide we have is ad coverage. In Q1, we saw large
increases in the average number of ads shown per keyword. This
figure reached a high of 5.5 in February in the US, up from its low
of 3.1 in September 2008. This upward trend was even more
pronounced when considering international search properties.

While ad coverage has historically been a good directional
indicator of search revenues, this statistic diverged significantly
from the estimated growth in active advertisers in Q109.
AdGooroo estimated a 1.3 percent drop in first-page advertisers
throughout the quarter. An increase in the number of ads
coinciding with a decrease in the number of advertisers suggests
an artificial change in ad coverage, perhaps in response to sluggish
advertising activity, quite different than the organic growth which
fueled revenues in previous quarters.

The biggest surprise this quarter, however, is a possible comeback
for Yahoo!, which had been losing ground to Live Search since
September. AdGooroo tracked a 10 percent increase in active first-
page advertisers during the first quarter, suggesting that Yahoo!
may have finally hit its stride. This coincides with a four point
increase in advertiser share which appears to be at Microsoft’s
expense. It would not be surprising to see strong numbers coming
out of Yahoo! this month.
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Finally, we have included a special exhibit in this report to compare the number of ads shown per
keyword for each search engine. Some interesting factoids are apparent from this chart:

e Approximately 42 percent of Google keywords contain no ads throughout the course of a
given month; 13 percent have only one ad; 15 percent have ten or more ads.

e Live Search is similar to Google in that keywords tend to have either no ads (33 percent) or
a full page of them (30 percent have seven or more ads).

e Yahoo! search results pages tend to have the most ads. Only 18 percent of Yahoo! keywords
displayed no ads, while 41 percent of keywords displayed eight or more.
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Monthly Change in First Page Advertisers GOOROO
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Mar08 | Apr08 | May08| Jun08 | Jul08 | Aug08 | Sep08 | Oct08 | Nov08 | Dec08 | Jan09 | Feb09 | Mar09

B Google | 3.27% (-5.70% |-2.16% | 1.47% | 3.48% | -10.08 |10.56%|19.65%|29.53%| 1.96% |-0.26% |-6.30% | 5.68%
B Yahoo |-7.81%-0.83% 0.60% | 0.27% | 2.62% |-4.71% |-0.24% | 4.48% | 6.49% |-2.21% | 1.88% | 5.69% | 2.04%
B MSN  |-1.68%|-13.75 |-1.48%|-5.39%|13.09%| 1.80% | 3.65% |12.34%|15.33%| 9.86% | 9.47% |-30.1% | 0.96%

Share of Advertisers by Search Engine GOOROO
(US and International)
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Mar08 | AprO8 | May08 | Jun08 | Jul08 | Aug08 | Sep08 | Oct08 | Nov08 | Dec08 | Jan09 | Feb09 | Mar09

—&—Google | 77.0% | 77.1% | 76.1% | 75.6% | 75.5% | 73.8% | 76.6% | 78.7% | 81.9% | 80.9% | 77.7% | 79.3% | 80.0%

—®—Yahoo | 30.1% | 31.4% | 32.2% | 31.5% | 31.1% | 31.6% | 30.4% | 23.7% | 20.4% | 19.4% | 23.3% | 26.6% | 25.9%

== MSN 11.4% | 10.5% | 10.4% | 9.8% | 10.9% | 11.9% | 12.0% | 16.6% | 15.3% | 16.4% | 17.2% | 13.0% | 12.4%
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Avg # Ads/Keyword S0OR00
(US & International)
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Mar08 | Apr08 | May08 | Jun08 | Jul08 | Aug08 | Sep08 | Oct08 | Nov08 | Dec08 | Jan09 | Feb09 | Mar09
—o—Google| 3.31 3.17 2.59 2.56 2.68 2.60 2.36 3.26 4.38 4.39 4.66 5.25 5.22
—@— Yahoo | 3.64 3.58 3.68 2.46 2.56 2.45 2.60 2.72 3.19 3.14 3.55 3.97 4.16
et MSN 5.05 4.11 5.01 471 4.64 5.04 4.88 3.97 3.17 2,97 3.29 431 3.96
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Avg # Ads/Keyword
(US only)
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Mar08 | Apr08 | May08 | Jun08 | Jul08 | Aug08 | Sep08 | Oct08 | Nov08 | Dec08 | Jan09 | Feb09 | Mar09
—o— Google| 4.96 473 3.89 4.00 4.18 3.91 3.06 3.50 4.30 433 4.74 5.51 5.44
—@—Yahoo | 7.67 7.58 8.32 8.28 8.07 7.52 7.53 7.02 6.87 7.08 5.73 5.86 6.05
—=#A— MSN 5.40 4.22 5.19 4.82 4.78 5.24 5.12 3.95 3.17 2.94 3.26 4.26 3.92
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Avg # Ads Displayed Per Impression GOOROO
(All Engines US, Normalized by %)
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[ | Google 41.5%|12.6%| 7.3% | 5.2% | 3.8% | 3.1% | 2.7% | 2.7% | 3.2% | 3.0% | 6.6% | 8.3% | 0.1%

B Yahoo 18.2%| 6.9% | 4.4% | 3.6% | 3.2% | 3.4% | 4.4% |10.4%|12.4%|18.0%|11.0%| 4.1% | 0.6%
W Live Search |33.2%|12.2%| 8.1% | 6.4% | 6.0% | 6.5% | 7.7% |19.2%| 9.7% | 0.3% | 0.0% | 0.0% | 0.0%
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Top 25 US Advertisers by Search Engine

Advertisers with highest number of estimated ad impressions

March 2009

Note on Methodology: The top 25 advertiser list is based on the total number of recorded first-page ad

impressions during the stated time period and does not necessarily reflect total ad spend. Ad
impressions are estimated via sampling over a 30-day period. Advertisers are listed in alphabetical

order.

Google
amazon.com
ask.com

att.com
bankofamerica.com*
bizrate.com
business.com
dell.com*
dexknows.com*
eBay.com
ebaymotors.com*
expedia.com
google.com
local.com
nextag.com
priceline.com
righthealth.com
shopping.com
shopping.yahoo.com
shopzilla.com
smarter.com
target.com
travelocity.com*
tripadvisor.com*
wirefly.com*
zappos.com

*New in top 25

Yahoo!
amazon.com
become.com
best-price.com
bizrate.com
business.com
calibex.com
cataloglink.com*
cheapoair.com*
eBay.com
ebaymotors.com*
edmunds.com*
expedia.com*
kayak.com*
local.com
lowfares.com*
nextag.com
pronto.com
purelocal.com*
righthealth.com
shop.com
shopping.yahoo.com
shopzilla.com
smarter.com
target.com
travelocity.com*
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Live Search
amazon.com
att.com
bankofamerica.com
bizrate.com
bookingbuddy.com*
cheapoair.com*

eBay.com
ebaymotors.com*
expedia.com

info.com
lowpriceshopper.com
lycos.com*
microsoft.com
msn.orbitz.com
nextag.com
priceline.com*
savetopia.com*
search.live.com
shopzilla.com
sidestep.com*
smarter.com
target.com
travelocity.com*™
tripmama.com*
varietymarketing.com



