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Welcome to IAB New Zealand'’s Insight report covering the calendar quarter, Q4, ending 31

December, 2009 (Q4, 2009) and a summary of online advertising expenditure for 2009.

IAB Insight is an online advertising expenditure report produced by PricewaterhouseCoopers (PwC)

on behalf of the Interactive Advertising Bureau New Zealand (IABNZ).

1)

2)

3)

4)

5)

Contributors are media companies which provided information and data to PwC (refer to
Appendix 4 — Contributors on page 27).

All growth percentages listed in this report are “normalised” to exclude the effect of new
contributors to percentage measures of industry growth and also to remove the effect of any
previous contributors which have not provided figures for the current quarter. For this
reason, calculating percentages based on the dollar totals listed in this report may not result
in the same growth percentage figures we have listed. This is due to totals including all
reported revenues, while “normalised” percentages exclude contributions from new
contributors made during the comparison period and/or previous contributions made by
contributors not contributing in this quarter. This approach is to ensure we provide both a
true picture of industry growth and an accurate measure of total industry spend.

PwC'’s analysis of the data provided by contributors and preparation of this report does not
constitute an audit performed in accordance with New Zealand Auditing Standards.
Accordingly, PwC does not express an audit opinion or other form of assurance with respect
to the information reported.

PwC conducts spot checks of the information submitted by contributors on a rolling basis so
that every contributor’s data will be checked over a period of approximately 36 months. In
addition, a larger group of contributors will be spot checked at least once every 12 months.
These spot checks are designed to confirm expenditure is reported in accordance with the
definitions applied in this report, and any relevant classification of revenue has been correctly
applied.

For details on the methodology used in the collection of data for this report and for more

information, refer to Appendix 1 — Report Scope, Methodology and Format on page 20.
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Q4, 2009 Figures at a glance
Interactive advertising in Q4, 2009 totalled $54.45m. Total Market: $54.45m
Down 5.62% from Q3, 2009 ($57.69m)
Up 12.90% from Q4, 2008 ($48.23m)
Classifieds: $18.71m
Up 3.31% from Q3, 2009 ($18.11m)
Up 4.53% from Q4, 2008 ($17.90m)
Search & Directories: $17.97m
Down 19.63% from Q3, 2009 ($22.36m)

2009 was a challenging time for business and online
advertising was not immune from the impact of

deteriorating global economic conditions and confidence.

Even Search & Directories — usually showing the biggest

growth in this market — experienced a revenue decrease Up 23.34% from Q4, 2008 ($14.57m)
when comparing Q3, 2009 and Q4, 2009. However, a Display: $17.77m

year on year comparison reveals an increase of 31.64% Up 3.19% from Q3, 2009 ($17.22m)
for online advertising spend. Up 12.75% from Q4, 2008 ($15.76m)

Display continued its steady growth of 3.19% compared to Q3, 2009, while Classifieds measured in
with a 3.31% increase reflecting support from advertisers who are known to have made more
significant cuts in spend across other media. eMarketer.com® reports these spending shifts pre-date
the recession, but the current economic forces reinforce the new advertising models and make them

more permanent.

Going forward, online ad spending is expected to continue its steady growth as marketers realise the

substantial benefits and effectiveness of the medium.

"Traditionally, spending across all online channels in the fourth quarter drops in comparison
to the rest of the year with 2009 being no different. Until you look at Display and Classified
spending which have increased 3.19% and 3.31% respectively. It's also great to see growth
year on year in the double digits demonstrating marketer’s confidence in online as a medium

that delivers results when budgets were being cut on other media.

This clear structural shift to prudent, results-based, online advertising is anticipated to
accelerate in 2010 with IABNZ and its members striving to provide ROI driven campaigns no

matter what the channel." Michael Gregg, IABNZ Chairman

! http://www.emarketer.com/Article.aspx?R=1007415 .
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Total spend for 2009 was $213.89m. This is a 10.06% growth over 2008 ($193.15m). New Zealand
has done well compared to the US estimate for total online ad spend in 2009. Indeed, eMarketer?

estimates US online ad spending will be down 4.6% in 2009 — a drop for the first time since 2002.

Search & Directories led the way with year on year growth of 31.64% in 2009. This represents 37%
of all interactive spend in 2009, up from 31% in 2008, and brings New Zealand a bit closer to the

Australian figure of 50.9%?.

Display advertising grew 7.67% to $64.30m from $58.12m and accounted for 30% of all interactive
spend in 2009. According to an article by adweek.com?, banner ads are getting a new lease of life
with automated real-time exchanges which collect data used to fine-tune ads based on targeted
audiences and are showing returns that rival Search.

"The accumulation of three-years of data provides a useful insight into New Zealand’s online
advertising industry. Despite the economic conditions, online advertising in New Zealand has
continued to see positive growth. This growth in spend is consistent with organisations
focusing and recognising online advertising as a medium of choice. It also supports
expectations of continued strong growth as businesses have generally been more cautiously
optimistic about the future. This market trend is not only limited to New Zealand, but also to
more mature markets, such as the United States and United Kingdom, where online
advertising continues to command a greater portion of the advertising market." Chris Perree,

Partner, PricewaterhouseCoopers

Classifieds decreased from $75.32m to $71.43m in 2009. This category really experiences the

effects of the economy especially around employment and jobs advertised online.

"2009 was a tough year for everyone, but | believe it has heralded what will be the most
significant year for New Zealand online advertising in 2010. The distinctive difference for
many of us is our ability to help advertisers reach rich audiences in more prolific and
meaningful ways. | believe last year's display advertising results show a significant increase
in marketers' confidence with, and a willingness to experiment in, online advertising for

branded advertising." Josh Borthwick, Managing Director, Adhub

2 http://www.emarketer.com/Article.aspx?R=1007415
® http://www.iabaustralia.com.au/

* http://iwww.adweek.com/aw/content_display/news/digital/e3ia613cdbc5ebee2c5e2acleedc787al3e .
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