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INTERNET-07

WEB SITE
MUSIC PERFORMANCE AGREEMENT

If you estimate your license fee will be less than $1000 per year under the terms of this license agreement, we
recommend you use our online Digital Licensing Center available at http://www.bmi.com/newmedia/

AGREEMENT, made on ___________________________________, by and between BROADCAST MUSIC,
INC®. (“BMI®”), a New York corporation with its principal offices at 320 West 57th Street, New York, New York 10019 and
_________________________________________________ (“LICENSEE” or “you”), a _________________ (State)
(check one) ___ corporation
___ partnership
___ limited liability company
___ individual d/b/a ______________________
with its principal offices at ____________________________________________________________________________
_____________________________________________________________, for the public performance of BMI music on
the LICENSEE’s Web Site located at http://____________________________________________ (the “Agreement”).
IT IS HEREBY AGREED AS FOLLOWS:
1. TERM: This Agreement begins on ________________ (launch date), continues through the end of December of
2009, and automatically renews on a calendar year-to-year basis thereafter until it is terminated (“Term”).
2. DEFINITIONS:
As used in this Agreement, the following terms have the following meanings:
A. “Gross Revenue” means all revenue generated in connection with the Web Site by you, or by anyone acting on
your behalf, for or from: (i) access to or use of all or any part(s) of the Web Site (e.g., subscription fees, online time, and
other transactional charges); and (ii) advertising (e.g., banners, in-streams ads, hotlinks) on, or sponsorship of, all or any
part(s) of the Web Site, including revenue from third parties for including their programming on your web site,
commissions from third parties on transactions, and the fair market value of any thing or service in lieu of cash
considerations (i.e., trade and barter e.g., exchange of sponsorship or advertising benefits for goods rather than cash
payment). Gross Revenue includes revenue from the sale of proprietary software (e.g., jukebox players or software from
which revenue is derived) used to access all or any part(s) of the Web Site, but only to the extent that you, or someone
acting on your behalf, package(s) or include(s) access to or use of the Web Site with the license for the software. Gross
Revenue also includes any donations that you, or someone acting on your behalf, receive(s) in connection with the Web
Site. Gross Revenue does not include revenue from the direct sale of physical goods, or revenue generated solely in
connection with any web site hosting or stream hosting services you provide for third party web sites that are not licensed
under this Agreement. You can deduct advertising agency commissions from your advertising revenue, but only up to
15% actually incurred to a third party advertising agency that you do not own or control. You can also deduct any bad
debts that you write off during a reporting period which are related to any billings that you previously reported, but you
must include any recoveries of bad debts that were previously written off.
B. “Music Page” means a Web Page which presents one or more icons or hyperlinks that may be clicked on to
access performances of music or at which music is played upon loading the Web Page.
C. “Music Revenue” means all Gross Revenue generated in connection with the music on the Web Site, including,
but not limited to: (a) music subscription fees; (b) in-stream advertising in programming containing music; and (c) banners
or hotlinks on Music Pages. Additionally, if you, or someone acting on your behalf, sell(s) advertising availabilities on a
run-of-site basis or offer(s) a subscription service with both music and non-music content, you will include a portion of
such revenue as Music Revenue by dividing Music Page Impressions by Page Impressions and then multiplying the runof-site or subscription service revenue by the result.
D. “Music Page Impression” means a transfer request for a single Music Page.
E. “Page Impression” means a transfer request for a single Web Page.
F. “New Media Territories List” shall mean the list of territories and performing right licensing organizations on the
schedule posted in the weblicensing section of BMI’s web site (located at http://www.bmi.com/) and designated as such (a
copy of which is attached hereto). Please note that BMI may add and delete territories and performing right organizations
on this schedule at any time and without notice.
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G. “Territory” means the U.S. Territory and those territories listed on the New Media Territories List.
H. “U.S. Territory” shall mean the United States, its commonwealths, territories, and possessions.
I. “Web Page” means a set of associated files transferred sequentially from the Web Site to, and rendered more or
less simultaneously by, a browser. For purposes of this Agreement, ‘pop-up’ windows, proprietary media players, and/or
‘daughter’ windows with embedded media players that launch when accessing performances of music or upon loading the
Web Page are considered part of the Web Page from which they were launched and not a separate Web Page.
J. “Web Site” shall mean your Internet domain comprising a series of interrelated Web Pages currently registered
with a domain name registration service and located at the URL identified above. You may license additional Web Sites
owned, operated and/or controlled by you by listing such additional sites on Exhibit A hereto, and may amend Exhibit A by
written agreement signed by both parties. You must comply separately with all reporting requirements and pay separate
license fees under this Agreement, including Annual Minimum License Fees, for each Web Site listed on Exhibit A.
References to Web Site shall include those additional sites listed on Exhibit A.
3. GRANT OF RIGHTS:
A. BMI hereby grants you a non-exclusive license to perform publicly over the Internet within the Territory (subject to
Paragraph 3(b) below) during the Term all musical works, the right to grant public performing right licenses of which BMI
owns or controls during the Term. This Agreement includes only public performances of musical works by transmission
over the Internet, and only where such transmissions are accessed from a Web Page on the Web Site; it does not cover
any transmissions accessed from a Web Page on a third party web site. Public performances outside of the Territory may
be subject to appropriate separate licensing. This Agreement does not include dramatic rights or the right to perform
dramatico-musical works in whole or in substantial part. This Agreement also does not license public performances in any
commercial establishments, including, but not limited to, where all or a portion of the music available on the Web Site is
used as a commercial music service (as that term is customarily understood in the industry); such performances of BMI
music shall be subject to appropriate separate licensing.
B. The territorial scope of the grant of rights with respect to any musical works which are affiliated with BMI through a
non-U.S. performing right licensing organization not listed on the New Media Territories List is limited to public
performances in the U.S. Territory. Public performances of such musical works outside of the U.S. Territory may be
subject to appropriate separate licensing.
C. This license does not cover any transmission which is not part of the Web Site, and does not authorize you to
grant to others (including, but not limited to, third party web sites, Online Services, cable television system operators and
open video systems) any license or right to perform publicly or cause to be performed by any means, method or process
whatsoever, any of the musical compositions licensed hereunder. In the event that all or a portion of the Web Site is
made available from a third party web site or included on a tier of services by a third party for additional revenue, either
independently or with other web sites, LICENSEE shall immediately notify BMI in writing. BMI and LICENSEE expressly
agree that any such uses are not licensed under this Agreement and shall be subject to appropriate separate licensing.
D. This Agreement grants only public performing rights in musical works and does not grant any reproduction,
distribution, or any other intellectual property right(s) in such musical works, or any digital performance, reproduction,
distribution, or any other intellectual property right(s) in any sound recordings, to any person or entity, including those that
may receive and/or download or otherwise store the transmission of the musical works licensed hereunder.
4. LICENSE FEES:
A. In consideration of the license granted in this Agreement, you will calculate and pay License Fees to BMI using
either of the following License Fee Calculations at your option:
i.
ii.

Gross Revenue Calculation: License Fee = Gross Revenue x 1.75%
Music Revenue Calculation: License Fee = the greater of (a) Music Revenue x 2.5%; and
(b) (Music Page Impressions / 1,000) x $0.12
B. License Fees are due when you file your Statement(s) of Account.
5. ANNUAL MINIMUM LICENSE FEE:
A. An Annual Minimum License Fee is due upon signing the Agreement, and by January 30 (for customers filing
annual Statements of Account) or April 30 (for customers filing quarterly Statements of Account) of each calendar year (or
any part of a calendar year) of the Term thereafter. Annual Minimum License Fees paid for a calendar year of the Term
are credited against any License Fees you may owe for that year. In the event that BMI does not receive the Annual
Minimum License Fee by January 30 of any calendar year of the Agreement, BMI may, in addition to any other remedies it
may have available to it, cancel this Agreement retroactive to the end of the last calendar year for which an Annual
Minimum License Fee was received.
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B. You may prorate the Annual Minimum License Fee due for the initial calendar year of the Agreement based on
the number of months (or portion thereof) of the initial calendar year that will be covered under the Agreement (e.g., if the
start date of your license is August 20, 2007, the Annual Minimum License Fee for 2007 would be $124.58 to cover the
period from August through December 31st, 2007)
C. The Annual Minimum License Fee for 2007 is $299.00. For each year of the Agreement after 2007, the Annual
Minimum License Fee will be adjusted to reflect the percentage change in the United States Consumer Price Index (All
Urban Consumers, All Items) between October of the preceding year and October of the next preceding year, rounded to
the nearest dollar amount.
6. STATEMENT(S) OF ACCOUNT:
A. Upon signing the Agreement, you will complete the preliminary Statement of Account attached to this Agreement
with a good faith estimate of what your calendar year Gross Revenue will be (rounded to the nearest dollar amount). You
will use this estimate for the initial calendar year, or the actual Gross Revenue that you report in your Statement(s) of
Account for the immediately preceding calendar year for subsequent years, and the chart below, to determine how often
you need to report and pay license fees to BMI.
CALENDAR YEAR REVENUE

STATEMENTS OF ACCOUNT

PAYMENT

$15,000 or less

ANNUAL

MINIMUM

$15,001 - $50,000

ANNUAL

$50,001 +

QUARTERLY

greater of
MINIMUM and LICENSE FEE
greater of
MINIMUM and LICENSE FEE

B. Annual Statement(s) of Account, and any additional license fees based on such reports, are due on or before
March 31 following the calendar year to which they apply (e.g., annual Statement of Account for 2007 will be due on or
before March 31, 2007). BMI may assess Late Payment Charges (see Paragraph 8 below) if you fail to report and pay
license fees on time.
C. Quarterly Statements of Account, and any additional license fees based on such reports, are due on or before the
30th day after the end of each calendar quarter (e.g., first quarter Statement of Account will be due on or before April 30;
the second quarter’s, on or before July 30; the third quarter’s, on or before October 30; and the fourth quarter’s, on or
before January 30). BMI may assess Late Payment Charges (see Paragraph 8 below) if you fail to report and pay license
fees on time.
D. If, at any point during any calendar year of the Agreement, your actual calendar year Gross Revenue exceeds
$50,000, you will file a quarterly Statement of Account on or before the 30th day after the end of the then current calendar
quarter, and will continue to report and pay BMI quarterly as provided for above. BMI may assess Late Payment Charges
(see Paragraph 8 below) if you fail to report and pay on a quarterly basis as soon as your actual calendar year Gross
Revenue exceeds $50,000.
E. Each Statement of Account will be in a form designated by BMI, will be certified by you or your authorized
representative, will identify actual Gross Revenue and/or Music Revenue (including Music Page Impressions and total
Page Impressions for allocation purposes) generated in connection with the Web Site during the period covered in the
Statement(s) of Account (e.g., previous calendar year or previous calendar quarter), and will be accompanied by payment
of any additional license fees that may be due above the Annual Minimum License Fee already paid. You agree to make
commercially reasonable efforts to use systems and/or software that BMI may develop to prepare and deliver your
Statement(s) of Account electronically to BMI.
F. If BMI does not receive your Statement(s) of Account, BMI may bill you for estimated license fees on the basis of
your previous Statement(s) of Account. Any payments received will be applied to your account pending receipt of your
actual Statement of Account and any additional fees that may be due above the amount already paid. Overpayments will
be credited to your account, and refunded to you only after you have submitted all reports and payments due and this
Agreement is terminated.
7. AUDIT:
A. BMI has the right to require that you provide BMI with data or information sufficient to ascertain the License Fee
due under this Agreement. BMI (and its duly authorized representatives) may, at BMI’s expense and during customary
business hours, examine your books and records of account relating to any and all statements, accountings and reports
required under this Agreement in order to verify their accuracy and/or determine the License Fee due for any unreported
period. BMI will only conduct such an examination once (if at all) with respect to each year of the Term (or portion
thereof), and will provide you with 30 days prior written notice before conducting such an examination.
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B. In addition to any other remedy that BMI may have, in the event that BMI’s audit reveals that you have underpaid
license fees to BMI, you shall immediately pay the amount owed. If you underpaid BMI by 10% or more of your annual
fees, BMI may assess Late Payment Charges on the amount owed from the date the license fees should have been
reported to BMI.
8. LATE PAYMENT CHARGES: BMI may impose a late payment charge of one and one-half percent (1 ½%) per month
from the date payment was due on any payment that is received by BMI more than ten (10) days after the due date.
9. MUSIC USE REPORTS: BMI will send you electronic requests (e.g., by email) for Music Use Reports identifying all of
the musical works on your web site during the reporting period. The electronic request from BMI may also attach a
standard form Music Use Report (e.g. a spreadsheet) for LICENSEE to complete and return to BMI via email. Your
reports must be sent to BMI electronically (either using the standard form Music Use Report provided by BMI in the
electronic request, in another form sent by email or uploaded through BMI’s web site, as designated by BMI), and will, at a
minimum, include the nature of the use (e.g., in radio-style programming, as on-demand transmissions (full-length or
clips), in an audio-visual program, podcasting, etc.), and the title of each song, the featured artist that recorded the song
and/or the songwriter(s) or composer(s) that wrote the song, and the number of times the song was performed. If your
report includes on-demand uses, you will also include any amount that may have been charged to the consumer to
receive, and where reasonably available, the country where the consumer received the transmission. If your report
includes audio-visual uses, you will include the song and show title of each audio-visual work, the songwriter and/or artist,
duration of use, type of use, usage count, primary author, director, and principal actor(s). If your report includes different
types of uses (e.g., radio style programming and music videos), you will provide BMI with traffic and/or usage information
so that BMI can allocate the portion of your revenue attributable to each type of use. If you provide any more detailed
information in a report to any other person or company that licenses you to use music, you will provide BMI with a copy of
that report.
10. INDEMNIFICATION: So long as you are not in default or arrears in payment under this Agreement, BMI shall
indemnify, save and hold harmless and defend you and your officers and employees from and against any and all claims,
demands and suits alleging copyright infringement that may be made or brought against them or any of them with respect
to the public performance within the Territory of any musical works licensed hereunder. BMI’s obligations under this
paragraph, however, are limited to those claims, demands or suits that are made or brought within the U.S. Territory
under U.S. Copyright Law, and only with respect to those works that are BMI-affiliated works at the time you performed
them. This indemnity also shall not apply to transmissions of any musical work by you after written request from BMI that
you refrain from performance of such work. You agree to give BMI immediate Notice of any such claim, demand, or suit,
to deliver to BMI any papers pertaining thereto, and to cooperate with BMI with respect thereto, and BMI shall have full
charge of the defense of any such claim, demand, or suit; provided, however, that LICENSEE may retain counsel on its
behalf and at its own expense and participate in the defense of such claim, demand or suit.
11. WARRANTY; RESERVATION OF RIGHTS:
You recognize that the license granted herein may cover certain transmissions originating from and/or received in
certain territories outside of the U.S. Territory pursuant to experimental agreements with certain non-U.S. performing
rights licensing organizations around the world, and that this Agreement may be broader in geographical scope than
BMI’s previous Internet licenses. Notwithstanding, BMI is offering this Agreement at the same rate as its previous Internet
license on an experimental and non-prejudicial basis for the sole purpose of evaluating such international licensing
initiatives. Nothing contained in this Agreement is intended to reflect BMI’s position with respect to the reasonable value
of the license granted herein; BMI hereby expressly reserves its right to re-evaluate the appropriateness of the fees and
terms herein, including, but not limited to, the reasonable value of a license that covers transmissions beyond the U.S.
Territory, for periods following the Term.
12. BREACH OR DEFAULT: BMI has the right to cancel this Agreement, effective as of the date of BMI’s Notice to you, if
you don’t cure the breach within 30 days after receiving Notice from BMI. This right to cancel is in addition to any other
remedies BMI may have, and no waiver by BMI of full performance of this Agreement in any one or more instances shall
be a waiver of the right to require full and complete performance of this Agreement for the remainder of the Term.
13. TERMINATING THE AGREEMENT:
A. You can request to terminate the Agreement at the end of December of 2009, or at the end of December of any
year after 2009, by notifying BMI in writing at least sixty (60) days before the requested date of termination. Additionally, if
you permanently discontinue your use of music on the Web Site (as opposed to temporarily disabling the Web Site and/or
the music on the Web Site), you can request to terminate this Agreement at any time during the Term by notifying BMI in
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writing at least sixty (60) days before the requested date of termination. You are required to submit all reports and
payments to BMI before the Agreement will be terminated.
B. BMI may terminate this Agreement at the end of December of any year after 2009, by notifying you in writing at
least sixty (60) days before the effective date of termination. Additionally, if BMI terminates its agreements with all other
customers in your class and category, BMI can terminate this Agreement at any time during the Term by notifying you in
writing at least sixty (60) days before the effective date of termination.
14. ARBITRATION: All disputes of any kind, nature or description arising in connection with the terms and conditions of
this Agreement (except for matters within the jurisdiction of the BMI rate court) shall be submitted to arbitration in the City,
County, and State of New York under the then prevailing rules of the American Arbitration Association by an arbitrator or
arbitrators to be selected as follows: Each of the parties shall, by written notice to the other, have the right to appoint one
arbitrator. If, within ten (10) days following the giving of such notice by one party the other shall not, by written notice,
appoint another arbitrator, the first arbitrator shall be the sole arbitrator. If two arbitrators are so appointed, they shall
appoint a third arbitrator. If ten (10) days elapse after the appointment of the second arbitrator and the two arbitrators are
unable to agree upon the third arbitrator, then either party may, in writing, request the American Arbitration Association to
appoint the third arbitrator. The award made in the arbitration shall be binding and conclusive on the parties and
judgment may be, but need not be, entered in any court having jurisdiction. Such award shall include the fixing of costs,
expenses, and attorneys’ fees of arbitration, which shall be borne by the unsuccessful party.
15. WITHDRAWAL OF WORKS: BMI reserves the right at its discretion to withdraw from the license granted by this
Agreement any musical work as to which legal action has been instituted or a claim made that BMI does not have the right
to license the performing rights in such work or that such work infringes another composition.
16. NOTICE: All notices and other communications under this Agreement must be in writing, as described in the
following paragraph. Report requests and other correspondence between the parties relating to reporting under the
Agreement can be sent electronically and are deemed given upon sending, when sent by electronic mail to the address
designated by the parties.
All other notices and communications between the parties hereto shall be in writing addressed to the other party at the
address or fax number set forth below (or at such other address or fax number that may be supplied by written notice to
the other party) and deemed received: (i) when delivered in person; or (ii) upon confirmed transmission by facsimile
device; or (iii) five (5) days after postmarked by ordinary postage prepaid first-class U.S. mail; or (iv) date of confirmed
delivery by private courier service:

BMI:

320 West 57th Street
New York, New York 10019
Attn: Vice President, New Media & Strategic Development
BMI New Media Department Fax number: (212) 554-7018
with a separate copy to:
Senior Vice President and General Counsel (sent to the address above)
BMI Legal Department Fax number: (212) 397-0789

LICENSEE:

___________________________________________________
____________________________________________________
____________________________________________________
____________________________________________________
____________________________________________________
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Fax number: __________________________
e-mail:

__________________________

17. ASSIGNMENT: This Agreement may not be assigned without the prior written consent of BMI, not to be
unreasonably withheld. For the avoidance of doubt, it is reasonable for BMI to withhold such consent if LICENSEE has
failed to submit any payments or reports due.
18. MISCELLANEOUS:
A. Reports and/or payments that are due on a weekend day (or a nationally recognized holiday on which the U.S.
Postal Service is not providing service) and received by BMI before the close of business on the next business day
following the weekend day or holiday, will not be considered late under the Agreement.
B. BMI will, upon reasonable written request, advise you whether particular musical works are available for
performance as part of BMI’s repertoire. You will provide BMI with the title and the writer/composer of each musical
composition requested to be identified.
C. BMI will make reasonable efforts to be exempted or excused from paying state or local taxes on the License Fees
received pursuant to this Agreement. In the event that BMI is not excused from paying such taxes, however, and BMI is
permitted by law to pass through such tax to you, you will pay BMI the full amount of such tax when you submit your
License Fee payment(s) to BMI.
D. BMI treats the financial, web site traffic, and music usage information that you provide under this Agreement (or
that BMI obtains through an audit) as confidential. Your information is made available to BMI agents and employees who
need to know such information in order to administer this Agreement. Information is also made available to BMIrepresented songwriters, composers, music publishers, as well as foreign rights organizations, but only to show the
royalties generated from your use of their works (i.e., song X was played Y times and earned $Z in royalties). BMI will not
otherwise disclose your financial, web site traffic, or music usage information unless required to do so by law or legal
process. BMI may, however, use the information in your music use reports and the music use reports from other
customers to compile aggregate market data, and may disclose such aggregate market data publicly so long as BMI does
not specifically identify your information as coming from you.

E. This Agreement constitutes the entire understanding between the parties with respect to the subject matter
hereof. This Agreement cannot be waived, added to or modified orally and no waiver, addition or modification shall be
valid unless in writing and signed by the parties. This Agreement, its validity, construction, and effect, shall be governed
by the laws of the State of New York. The fact that any provisions herein are found by a court of competent jurisdiction to
be void or unenforceable shall not affect the validity or enforceability of any other provisions.

PLEASE COMPLETE THE FOLLOWING:

BROADCAST MUSIC, INC.
By:

___________________________________
(Signature)
___________________________________
(Print Name of Signer)
___________________________________
(Title of Signer)

LICENSEE’s main offices are located in the U.S. Territory
YES_____
NO_____
_____________________________________________
(LICENSEE)

By:

____________________________________
(Signature)
______________________________________
(Print Name of Signer)
______________________________________
(Title of Signer)

PLEASE RETURN TO:

BMI
ATTN: Web Site Licensing
10 Music Square East
Nashville, TN 37203-4399
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INTERNET

WEB SITE
MUSIC PERFORMANCE AGREEMENT
EXHIBIT A
WEB SITE NAME
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URL

EXHIBIT B

Web Site Name: ______________________________
Account # ___________________________________

BMI

WEB SITE MUSIC PERFORMANCE AGREEMENT
Gross Revenue Calculation
ANNUAL FINANCIAL REPORT FORM

®

Report For Calendar Year:

___________

Company Name:

____________________________________________________

Address:

____________________________________________________
____________________________________________________
____________________________________________________

Telephone No.:

____________________________________________________

URL:

____________________________________________________

YOUR GROSS REVENUE
1.
2.
3.
4.
5.
6.

Subscriber Revenue (including commissions on third party transactions)
Advertising Revenue (less agency commissions)
Provision of Space or Time
Donations
Trade or Barter
Proprietary Software

$
$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________
_____________________

TOTAL GROSS REVENUE (add lines 1 through 6)

$

_____________________

TOTAL GROSS REVENUE $ ____________________ X 1.75% = $ ____________________
LICENSE FEE
TOTAL PAYMENT DUE = $ ____________________

I hereby certify on this __________ day of ____________________, _______ that the above is true and correct.
BY: ______________________________

Please return report and payment to:

(SIGNATURE)

______________________________
(PRINT NAME OF SIGNER)

______________________________
(TITLE OF SIGNER)

Attn: Web Licensing
BMI
PO Box 402974
Atlanta, GA 30384-2974

Please email any questions to: weblicensing@bmi.com
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EXHIBIT B

Web Site Name: ______________________________
Account # ___________________________________

BMI

WEB SITE MUSIC PERFORMANCE AGREEMENT
Gross Revenue Calculation
QUARTERLY FINANCIAL REPORT FORM

®

Report For Calendar Quarter:

Jan. 1 –
Mar. 31

Apr. 1 –
June. 30

July. 1 –
Sept. 30

Oct. 1 –
Dec. 31

____________
YEAR

Company Name:

____________________________________________________

Address:

____________________________________________________
____________________________________________________
____________________________________________________

Telephone No.:

____________________________________________________

URL:

____________________________________________________

YOUR GROSS REVENUE
1.
2.
3.
4.
5.
6.

Subscriber Revenue (including commissions on third party transactions)
Advertising Revenue (less agency commissions)
Provision of Space or Time
Donations
Trade or Barter
Proprietary Software

$
$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________
_____________________

TOTAL GROSS REVENUE (add lines 1 through 6)

$

_____________________

TOTAL GROSS REVENUE $ ____________________ X 1.75% = $ ____________________
LICENSE FEE
TOTAL PAYMENT DUE = $ ____________________

I hereby certify on this __________ day of ____________________, _______ that the above is true and correct.
BY: ______________________________

Please return report and payment to:

(SIGNATURE)

______________________________
(PRINT NAME OF SIGNER)

______________________________
(TITLE OF SIGNER)

Attn: Web Licensing
BMI
PO Box 402974
Atlanta, GA 30384-2974

Please email any questions to: weblicensing@bmi.com
10 Music Square East, Nashville, Tennessee 37203-4399
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Web Site Name: ______________________________

Exhibit B

BMI

Account #

__________________________________

WEB SITE MUSIC PERFORMANCE AGREEMENT
Music Area Revenue Calculation
ANNUAL FINANCIAL REPORT FORM

®

Report For Calendar Year:

___________

Company Name:

____________________________________________________

Address:

____________________________________________________
____________________________________________________
____________________________________________________

Telephone No.:

____________________________________________________

URL:

____________________________________________________
MUSIC AREA REVENUE

DIRECT MUSIC AREA REVENUE
1.
2.
3.
4.
5.

In-Stream Advertising $___________ less agency commissions $___________
Music Page Banner Advertising $___________ less agency commissions $___________
Music Subscriber Fees
Other Music Revenue
DIRECT MUSIC AREA REVENUE (add lines 1 through 4)

$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________

$
$
$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________
_____________________
_____________________

$

_____________________

$

_____________________

ALLOCATION OF RUN OF SITE REVENUE
6.
7.
8.
9.
10.
11
12.
13.

Subscriber Revenue (including commissions on third party transactions)
Advertising Revenue $___________ less agency commissions $___________
Provisions of Space or Time
Donations
Trade or Barter
Proprietary Software
RUN OF SITE REVENUE (add lines 6 through 11)
ALLOCATION OF RUN OF SITE REVENUE
____________________ x (____________________ / ____________________)
RUN OF SITE REVENUE

TOTAL MUSIC PAGE IMPRESSIONS

TOTAL PAGE IMPRESSIONS

14. TOTAL MUSIC REVENUE (add lines 5 and 13)

MUSIC AREA LICENSE FEE
(the greater of A and B)

A. TOTAL MUSIC AREA REVENUE $_______________ x 2.5% = $_______________
(from line 13)

B. MUSIC PAGE IMPRESSIONS _______________ / 1,000 x $0.12 = $_______________
(Total Music Page Impressions)

MUSIC AREA LICENSE FEE $_______________
I hereby certify on this __________ day of ____________________, _______ that the above is true and correct.
BY: ______________________________

Please return report and payment to:

(SIGNATURE)

______________________________
(PRINT NAME OF SIGNER)

______________________________
(TITLE OF SIGNER)

Attn: Web Licensing
BMI
PO Box 402974
Atlanta, GA 30384-2974

Please email any questions to: weblicensing@bmi.com

10 Music Square East, Nashville, Tennessee 37203-4399
®
®
BMI and Broadcast Music, Inc . are registered trademarks of Broadcast Music, Inc.

Web Site Name: ______________________________
Account #

Exhibit B

BMI

__________________________________

WEB SITE MUSIC PERFORMANCE AGREEMENT
Music Area Revenue Calculation
QUARTERLY FINANCIAL REPORT FORM

®

Jan. 1 –
Mar. 31

Report For Calendar Quarter:

Apr. 1 –
June. 30

July. 1 –
Sept. 30

Oct. 1 –
Dec. 31

__________
YEAR

Company Name:

____________________________________________________

Address:

____________________________________________________
____________________________________________________
____________________________________________________

Telephone No.:

____________________________________________________

URL:

____________________________________________________

DIRECT MUSIC AREA REVENUE
1.
2.
3.
4.
5.

In-Stream Advertising $___________ less agency commissions $___________
Music Page Banner Advertising $___________ less agency commissions $___________
Music Subscriber Fees
Other Music Revenue
DIRECT MUSIC AREA REVENUE (add lines 1 through 4)

$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________

$
$
$
$
$
$
$

_____________________
_____________________
_____________________
_____________________
_____________________
_____________________
_____________________

$

_____________________

$

_____________________

ALLOCATION OF RUN OF SITE REVENUE
6.
7.
8.
9.
10.
11
12.
13.

Subscriber Revenue (including commissions on third party transactions)
Advertising Revenue $___________ less agency commissions $___________
Provisions of Space or Time
Donations
Trade or Barter
Proprietary Software
RUN OF SITE REVENUE (add lines 6 through 11)
ALLOCATION OF RUN OF SITE REVENUE
____________________ x (____________________ / ____________________)
RUN OF SITE REVENUE

TOTAL MUSIC PAGE IMPRESSIONS

TOTAL PAGE IMPRESSIONS

14. TOTAL MUSIC REVENUE (add lines 5 and 13)

MUSIC AREA LICENSE FEE
(the greater of A and B)

A. TOTAL MUSIC AREA REVENUE $_______________ x 2.5% = $_______________
(from line 13)

B. MUSIC PAGE IMPRESSIONS _______________ / 1,000 x $0.12 = $_______________
(Total Music Page Impressions)

MUSIC AREA LICENSE FEE $_______________
I hereby certify on this __________ day of ____________________, _______ that the above is true and correct.
BY: ______________________________

Please return report and payment to:

(SIGNATURE)

______________________________
(PRINT NAME OF SIGNER)

______________________________
(TITLE OF SIGNER)

Attn: Web Licensing
BMI
PO Box 402974
Atlanta, GA 30384-2974

Please email any questions to: weblicensing@bmi.com

10 Music Square East, Nashville, Tennessee 37203-4399
®
®
BMI and Broadcast Music, Inc . are registered trademarks of Broadcast Music, Inc.

EXHIBIT C
Last Updated: 1/2006

http://www.bmi.com

COUNTRY

10 Music Square East, Nashville, Tennessee 37203-4399
®
®
BMI and Broadcast Music, Inc . are registered trademarks of Broadcast Music, Inc.

ORGANIZATION

WEB SITE
MUSIC PERFORMANCE AGREEMENT
http://www.bmi.com

WEB SITE PROFILE
Please complete and return with your signed agreements
so we can service your account properly
Site URL:

_____________________________________________________

Site Name:

_____________________________________________________

Corporate Name:

_______________________________________________________

Corporate Contact:

___________________________

Corporate Address:

_______________________________________________________

Telephone:

__________________________
E-Mail:

Fax:

Title: ____________________

_________________________

__________________________________________

Financial Contact:
If different from above

__________________________

Billing Address:
If different from above

_______________________________________________________

Telephone:

__________________________
E-Mail:

Title: ___________________

Fax:

____________________

__________________________________________

Music
Use Reports Contact:
If different from above

__________________________

Title: ___________________

Telephone:

__________________________

Fax:

E-Mail:

___________________

__________________________________________

Questions? Please visit our web site at: http://www.bmi.com

10 Music Square East, Nashville, Tennessee 37203-4399
®
®
BMI and Broadcast Music, Inc . are registered trademarks of Broadcast Music, Inc.

Live365: Historical U.S. Internet Radio Network Revenue
Oct'05-Sep'06
FY2006
U.S. ATH (Royalty Bearing)
% of Total ATH

Oct'06-Sep'07
FY2007

Oct'07-Sep'08
FY2008

Oct'08-Jun'09
FY2009 (9 months)

116,815,971

108,598,176

74,663,541

46,650,607

51.7%

45.2%

42.8%

40.6%

U.S. Revenue (Internet Radio Network Only)
Internet Radio Network
Subscription Revenue (U.S. only)
% of Total Subscription Revenue

Advertising Revenue (U.S. only)
% of Total Subscription Revenue

Other (CD & Merchandise, Library, Live365)
Total U.S. Revenue (Internet Radio Network only)
% of Total Revenue (Internet Radio Network only)
% of Total Revenue (Broadcast Service and Internet Radio Network)

$2,230,456
79.5%

$2,058,358
99.2%

$2,448,089
80.9%

$2,210,215
98.6%

$2,962,006
78.8%

$1,970,098
94.2%

$2,047,964
76.8%

$1,321,429
91.8%

$47,737

$49,162

$48,826

$21,134

$4,336,551

$4,707,466

$4,980,930

$3,390,527

88.0%
49.7%

88.5%
49.2%

84.5%
49.5%

82.2%
47.5%

Live365: Historical Operating Income Statement
Oct'05-Sep'06
FY2006

Oct'06-Sep'07
FY2007

Oct'07-Sep'08
FY2008

Oct'08-Jun'09
FY2009 (9 months)

Revenue
Broadcast Services
Professional Services
Consumer Broadcast
Other (Syndication, Label Services)
Total Revenue (Broadcast Services)

$1,989,891
$1,602,876
$211,055
$3,803,822

$2,646,190
$1,521,203
$90,723
$4,258,116

$2,738,253
$1,390,527
$27,234
$4,156,014

$2,066,259
$912,815
$28,329
$3,007,403

Internet Radio Network
Subscription
Advertising
Other (CD & Merchandise, Library, Live365)
Total Revenue (Internet Radio Network)

$2,804,052
$2,074,727
$47,737
$4,926,516

$3,026,012
$2,242,621
$49,162
$5,317,795

$3,757,326
$2,090,330
$48,826
$5,896,482

$2,665,065
$1,439,577
$21,134
$4,125,776

Total Revenue (Broadcast Services and Internet Radio Network)

$8,730,338

$9,575,912

$10,052,495

$7,133,179

Direct Cost of Sales
DSRP
ASCAP, BMI, SESAC, Thomson MP3
Bandwidth
Ad Rep Firms
IT and CS (payroll)
Others (cc exp, colo facilities, Ad servers, etc)
Total Cost of Sales

$1,675,968
$305,444
$594,675
$729,364
$407,894
$689,812
$4,403,157

$2,011,080
$360,925
$552,199
$870,020
$408,198
$774,916
$4,977,338

$1,899,082
$337,501
$593,140
$625,029
$391,688
$773,858
$4,620,298

$1,565,267
$246,437
$286,451
$427,321
$303,300
$543,260
$3,372,036

Operating Expenses (excl. Depreciation, Interest and Tax)
Net Payroll (including R&D)
EE Benefits (PTO, payroll tax, health ins, etc)
Other SG&A (travel, office, telecomm, outside, etc)
Total Operating Expenses

$1,963,791
$471,771
$1,450,374
$3,885,936

$2,130,766
$558,741
$1,288,220
$3,977,728

$2,269,160
$501,159
$1,217,784
$3,988,103

$1,568,568
$404,490
$852,043
$2,825,101

Total Costs and Operating Expenses

$8,289,093

$8,955,066

$8,608,401

$6,197,137

$441,245

$620,846

Operating Profit (EBITDA)

$1,444,094

$936,042
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Adjunct Professor, The Political Economy of Mass Communications
1985 – 2000
National Association of Broadcasters
Vice President/Economist
1991 – 2000
 Supervised the Research and Planning Department.
 Conducted primary research about the broadcasting and related industries, used for
testimony before the Congress and in filings at the FCC and other governmental agencies.
 Conducted research and studies included in publications and reports distributed by NAB.
 Presented results of primary research and other analyses at industry forums.
Director of Financial and Economic Research

1985 -- 1991

 Supervised the collection and dissemination of the annual industries financial reports

1 of 6 pages

Curriculum Vitae - Mark R. Fratrik
1980 – 1985
Federal Trade Commission
Bureau of Economics
Staff Economist
 Conducted analysis of proposed mergers and other arrangements.
 Conducted analyses of industry practices to evaluate economic impact.
 Participated in litigation support in several antitrust cases.
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Radio Transactions 2001: Where Did All the Deals Go?, 2002, BIA Financial Network
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SECTION FOUR
Q&A
CLEAR CHANNEL ONLINE
Internet music channel programmer
ACCUSTREAM: How has the macro economy had an impact on demand for streaming
advertising?
CLEAR CHANNEL ONLINE: The economy always an impact on our business. Advertising is
one variable expense, and it is discretionary. Individual and small business owners look at those
costs, and can control them, so naturally there would be an impact.
ACCUSTREAM: Was 2008 a positive growth year in terms of ad spending?
CLEAR CHANNEL ONLINE: It’s been up, but not as much as we wanted it to be, but we’re
up roughly 25% over 2007.
ACCUSTREAM: Last year, we estimate Clear Channel Online generated streaming revenue of
$30 million of that. How would you characterize 2008?
CLEAR CHANNEL ONLINE: Streaming has continued to be our core focus online. We’re a
radio company, but we are becoming a media company, and it’s what our sales force knows.
They know audio advertising and they know streaming audio advertising. It’s where we focus
and we have seen consistent growth in 2008.
ACCUSTREAM: Are any particular verticals buying?
CLEAR CHANNEL ONLINE: We saw a drop off in automotive in 2008. It’s still one of the
top verticals, but it is not leading the pack as much as it used to. Verticals such as recruitment,
education and retail have picked up this year and made up the gap. In a down economy, you
would expect to see an uptick in education and recruitment.
ACCUSTREAM: How about CE, telecom and mobile?
CLEAR CHANNEL ONLINE: Those have been steady. We get a nice share of entertainment
(movie studios) spending too.
ACCUSTREAM: How many stations are online?
CLEAR CHANNEL ONLINE: We have about 750 stations that are streaming.
ACCUSTREAM: What is the insertion frequency?

CLEAR CHANNEL ONLINE: It varies by format. News formats are a little heavier on
commercial breaks than music. But, we typically run about 3 -4 minutes of advertising per hour.
The ads are predominately 30-second spots (80%), and some shorter, some longer.
ACCUSTREAM: Are audio units the primary unit, or do you also have video and overlays?
CLEAR CHANNEL ONLINE: The audio spot is our bread and butter. There are display
opportunities as well. When streams are launched, there is a 15-second pre roll video, and there
are banner opportunities inside and around the player.
For video impressions, we have pre rolls (that includes on demand content, such as music
videos) and mid rolls (on the video channel, 1 – 3 insertion ratio).
ACCUSTREAM: Of the three minutes made available, what percent sellout in 2008?
CLEAR CHANNEL ONLINE: We’re selling out a very healthy percent of prime streaming
inventory. Our prime inventory is Monday – Friday, 6AM to 7PM. It’s grown from last year
(2007) when it was in the low to mid 30% range.
ACCUSTREAM: What was the average media buy in 2008?
CLEAR CHANNEL ONLINE: We have stations in LA and New York, stations in Naples, Fla.
There is a wide divide there.
ACCUSTREAM: Has the size or number of campaigns grown over the past two years?
CLEAR CHANNEL ONLINE: The reason we continue to see growth is we continually expand
our advertiser base. Our growth isn’t due to increasing the buy of current advertisers. We’re
doing business with more people every year.
ACCUSTREAM: Are they local vs. national?
CLEAR CHANNEL ONLINE: It’s 90% local and 10% national. Now, some of the local sales
are agency related (about 30%), so about 70% of local sales are local direct.
ACCUSTREM: After the copyright/playback royalty structure of 2007, has that changed your
programming and therefore revenue optimization model?
CLEAR CHANNEL ONLINE: We blocked outside of U.S. listening. We’ve done that because
of the royalties and rights issues, and for our local advertisers as well. If a local real estate firm is
advertising, they don’t want to pay to reach listeners in Europe. Historically, international
listening has been a small percentage of overall listening.
ACCUSTREAM: Are independent operators online at a disadvantage because they are typically
going after national advertisers?

CLEAR CHANNEL ONLINE: The reason that some of the Internet only networks are where
they are is they are talking to larger national brands looking to buy tonnage that maybe they can’t
deliver as a discreet site or brand buy, whereas we are talking to local advertisers who are
looking to buy quality that we can deliver.
ACCUSTREAM: Is there a perception gap in terms of programming (quality) from an
established cross platform brand, versus the Internet only brands?
CLEAR CHANNEL ONLINE: The difference is really a matter of perception. It comes down
to the fact that advertisers know we can deliver in the DMAs they are looking to buy. They may
not be assured of that when buying an Internet only brand that might spread those buys across
the country, as opposed to a DMA.
ACCUSTREAM: Does perception about where the economy is headed on a local level make
your job harder in 2009?
CLEAR CHANNEL ONLINE: We would all prefer the stock market to go up and not down.
But there are enough local businesses out there that we are not doing business with today that if
we continue to execute and bring in new business we are going to be fine.
ACCUSTREAM: What CPM ranges are you seeing?
CLEAR CHANNEL ONLINE: Pre roll is the highest (average of $25), audio ads (we are
selling spots, not impressions) comes out to about $10 - $15. Display ads are $10.
ACCUSTREAM: Do people buy spots against AQH or turning hours?
CLEAR CHANNEL ONLINE: We have so many different markets, that it’s hard to generalize.
On streaming insertion ads, people are still buying spots.
That’s different when it comes to display ads, there they are buying on Internet models, and on
impressions. We can sell share of voice weight campaigns, or impression campaigns. But we
have very few markets selling by impressions (classic CPM model), but we can tell you how
many impressions that will equal, but most of markets are still selling share of voice, or percent
of spot load.
ACCUSTREAM: Do they look at a listening metric?
CLEAR CHANNEL ONLINE: It does matter, and they look at AQH and when their spot ran.
They do want to know how many people they are reaching, and they typically want to know
about that in terms of radio, and that means AQH.
ACCUSTREAM: Why did you switch to Katz Media Sales?

CLEAR CHANNEL ONLINE: It gives us the opportunity to expand to larger advertisers
looking to buy tonnage if we can deliver network wide numbers.

EMMIS BROADCASTING
Terrestrial and Internet radio broadcaster
ACCUSTREAM: Has the macro economy had an impact of demand for ads going into streams
online?
EMMIS: We’re creating demand, and there is some demand. The main thing right now is a lot
of advertisers aren’t asking for it, but we are letting them know it’s available, affordable and it’s
hard not to buy it. And, that has stimulated demand. Plus, there are clients and marketers who
simply want the extra exposure. Most of our advertisers are local level.
ACCUSTREAM: Is there any more or less demand from regional or national buyers?
EMMIS: The interesting thing is national advertisers do want to buy streaming advertising, and
the category of advertiser that we target in terms of outreach are local in nature. That’s the way
the traditional model sets up anyway: To create demand on the local level, we have to inform,
encourage and pitch local advertisers.
ACCUSTREAM: Since local advertisers are on air anyway, have integrated ad buys typically
been part of the pitch?
EMMIS: It has been education play. We have to make advertisers aware that there is a viable
audience out there tuned in and listening. That there are substantial numbers of people listening
at different times, and there is value to it.
Also, media buying at the local level is habitual, and if it’s not part of their budget allocation, it’s
harder to crack into those marketing dollars. It just hasn’t been on their radar. And, if the local
advertisers aren’t tuning into Internet radio in some fashion themselves, they are even less likely
to be aware of the opportunities.
But, we are seeing more people getting into the habit of it; there is a shift taking place, not
dramatically, but those who have bought it before are asking about it again.
ACCUSTREAM: Has there been a local reaction to the macro economy, in terms of demand?
EMMIS: We haven’t looked at it in that way, on that level, given that it’s a very small
percentage of our revenue. We’ve seen quite a bit of growth through 2008, albeit from a small
revenue base, but we have focused on selling the medium.
ACCUSTREAM: In terms of Internet revenue, how much were you up over 2007 in 2008?

EMMIS: We’re up about 100% and that is being conservative. That is for streaming advertising
only. Everybody is trying to hit their revenue goal in the big picture, which is all types of
advertising. So, it’s a market-by-market sales function.
We can grow the streaming side of the business by 100% and not have to grow it that much; it’s
starting from a low base. Now, if we were doing $10 million in 2007 and $20 million in 2008
that would be quite a feat. But, when are you talking about hundreds of thousands of dollars per
DMA, it’s easier to double.
ACCUSTREAM: How do you train in house sales teams?
EMMIS: The first thing we do is make sure staff knows how to present the avail opportunity and
most importantly, answer questions. They are able to speak about streaming confidently. Sales
staff start by putting the proposal on all RFPs, whether the client is asking for it or not, and that
alone drives up adoption and revenue numbers. That’s fundamental, but it works.
When you have strong interactive products, such as broadcast station websites, sales people are
more accustomed to stepping into that territory because they are already selling other interactive
products and ad unit, and have for some time.
ACCUSTREAM: What ad verticals have been buying?
EMMIS: It depends on the market. But, auto has been fairly strong in 2008. We work with
advertising agency that specialize in auto, particularly in the Austin group of stations, and that
agency is a big believer in streaming.
It’s not unexpected, but ad buys from the auto vertical are coming through the particular agency
that believes in streaming. We’re sure there is a direct correlation between the two, because
regional groups of auto dealers not represented by agencies that believe in the streaming ad buy
have not stepped up.
We also saw a good bit of TV stations and broadcasters adding streaming audio to their
incremental buys. Other verticals are local retailers and insurance.
ACCUSTREAM: What is the insertion frequency?
EMMIS: Emmis websites have a similar format and template. We strip out the on air ads, and
replace those with online spots.
It depends on how many ads are sold on the terrestrial signal. Most stations are maxing out at 12
ad units. If there was an hour where we didn’t sell anything, there wouldn’t be any ads units for
the Internet signal.
We generally host 30-second ads, but we also has 60-second ads. We fill any ad space that
covers the terrestrial commercial load, and that can include PSAs and station promos etc.

ACCUSTREAM: What is the sell out?
EMMIS: It depends on the DMA, but on average paid placements have been sold in the 25%
range. There are a total of 21 stations online.
ACCUSTREAM: What are the CPM ranges?
EMMIS: We’ve found that CPMs confuse people, and those ranges are broad.
We also use local rep firms for terrestrial use Katz Media for Internet sales.
ACCUSTREAM: What a campaign package look like?
EMMIS: There could be anywhere from about 100 impressions and up, running for a month,
6AM to midnight, and those would be priced at anywhere from $250 to $500. The campaigns are
usually booked on a monthly basis.
ACCUSTREAM: That’s a very aggressive pricing model. How do you plan to manage pricing
as the market matures?
EMMIS: When we set the rate card there were so few people buying streaming advertising that
it was very hard to cover all commercial inventory online.
So, we wound up running the same material over and over, and that is fatiguing for listeners. So,
our approach was to price this inventory very affordably, and get advertisers on board with a
value buy, get them comfortable and habituated to the media buy.
As we sell more, scarcity will drive the rate up; we’ll let the market and demand dictate the CPM
going forward.
ACCUSTREAM: Is there an audience drop off with advertising?
EMMIS: There are two ways to answer it: First, we haven’t seen an effect on our audience.
Second, people going online are doing so because they can’t pick it up the terrestrial signal in a
building, or they aren’t allowed to have radios in the workplace, or live outside of the coverage
age. So, they are listening to it like a terrestrial signal and don’t come to the experience
expecting anything different.

KATZ MEDIA GROUP/SALES
Streaming audio advertising sales and representation
ACCUSTREAM: How has the economic and business climate had an effect on media buying
demand?

KATZ: Within the digital audio space, every customer we deal with is watching their media
spend very closely, they are being careful who they work with and what they spend. So, in
general, the answer is yes, there has been an impact on demand due to the economic
environment.
ACCUSTREAM: What other forces are at play do you see that demand spending discretion?
KATZ: What’s happening concurrent with a rough economy, is media consumption patterns and
behaviors are changing, and in some cases rapidly.
In the case of audio, a few years ago there wasn’t a large audience base through a computer or
mobile device. Today, there is scale, and people are streaming audio from a variety of platforms.
So, what’s happening at the agencies, even through this tough economic time is that while they
are being careful how and where they spend client marketing dollars, they are committed to
giving the digital audio offering a close look. Just throwing spots on the radio is not good
enough, particularly in these challenging times.
ACCUSTREAM: Has the new licensing models and rates that went into effect in 2007 and the
response to that on the part of the broadcast brands had an impact on inventory availability?
KATZ: In our network, we have most of the terrestrial broadcast streams and we have pure-play
webcasters too, and the latter is probably where the impact has been. There is also streaming to
mobile devices. So, we have network diversity in terms of publishers.
Pure-play webcasters are feeling effects from that new model. Some of these online only brands
have been arguing that if rates aren’t fixed, moderated or adjusted in some way, they will be
forced out of the business.
One major radio broadcaster, for example, is estimated to have done about $25 million in 2008 in
top line advertising. But the site is paying out $20 million in royalties, and on top of that are
general operating expenses. The same holds true for other smaller webcasters.
They are asking Katz for more top line ad supported streaming revenue to help offset these
royalty costs. If the situation isn’t remedied in a year to 18 months, we believe some of these
webcasters will be in trouble.
ACCUSTREAM: Have some webcasters been limiting access to international IP addresses to
keep costs in check?
KATZ: Yes, we have seen that. Every new listener added is an expense. Unlike terrestrial radio
where you can add new listeners against a fixed cost structure, in digital audio there are
incremental costs the greater the audience size. So, adding international streamers that at this
point aren’t being monetized doesn’t make any sense and it doesn’t generate dollars.

It’s a short term outlook, in terms of business growth, but dictated by demand for ad units by
primarily domestic advertisers such as Verizon Wireless, Geico, Home Depot and others. They
don’t have an interest in non U.S. streamers.
ACCUSTREAM: What about demand for international audiences by international brands?
KATZ: The space will be able to accommodate that, as it matures. There are transnational
brands, such as Coca Cola, that we are working to make them comfortable with digital audio: We
show them how we target, how we measure, how we insert, how we manage and optimize
campaigns. In reality, they are just now getting comfortable with the offering domestically.
Over time, we think those international audiences will be targeted by these brands, but right now,
it’s too early.
ACCUSTREAM: What is the optimum length for an audio spot?
KATZ: Generally speaking, what we recommend is the shorter the better. The tolerance level by
the digital audio consumer with regard to spot length, is less than it would be on the terrestrial
radio side.
We have gone so long on the terrestrial radio side with 30s and 60s that clients naturally come
into the digital audio space with that orientation, and typically want to transfer those terrestrial
ads online, but we recommend that they don’t.
A 10 second to 15 second ad, whether that is a pre roll or in-stream, works much better than a 30
or 60 second ad unit.
ACCUSTREAM: What about insertion frequency, what do you suggest?
KATZ: It depends on the site and brand. Two or three spots, with an average three breaks per
hour is pretty standard for webcasters (a total of 6 – 9 avails).
With broadcast streams extended online, they are running three, four and five spots inside three
commercial breaks per hour. So, that’s up to 15 spots per hour.
If the webcasters are running 6 – 9 per hour, the terrestrial side is running 8 – 12 or more.
ACCUSTREAM: If terrestrial brands do it, why don’t webcasters?
KATZ: When you are simulcasting a terrestrial signal the breaks are already there, and they need
to be filled. So, they have a built-in structure based on their terrestrial monetization scheduling,
and those breaks and gaps need to be filled.
Also, we’re running video in the middle of breaks now. We’re been experimenting with the
movie studios and running two-minute movie trailers within a break. So, while the shorter the

better, if you give a compelling piece of content that might be two minutes long, there is greater
acceptance for that on the part of the audience.
ACCUSTREAM: What about video on audio sites, pre roll or otherwise?
KATZ: Like to like media is always a good match. But, when you have an offering like ours,
where we can run pre roll/gateway and in-stream audio, and video ads, and run synchronized
banners which represents display inventory, we’re finding ourselves competing against display
companies because we have scale (including video).
Moving forward, there is likely to be more blending compared to the monetization approaches of
the past, which paired mostly like media to like media.
ACCUSTREAM: What percent growth do you see in the industry in 2008?
KATZ: Generally speaking, digital audio (local and national), assuming a market of anywhere
between $50 - $60 million dollars, is growing going into next year.
We don’t see a doubling, but growth of 25% - 40% growth in this space, due primarily to
advertiser adoption is likely.
ACCUSTREAM: What is contributing to growth?
KATZ: Katz, and other digital audio sales firms out there evangelizing and educating the
market, so that is driving up the adoption rate. We would say a growth rate of 30% into next
year, on a conservative track.
ACCUSTREAM: What percent sell out is the industry achieving?
KATZ: It differs between webcasters, broadcasters and mobile streams, but rolling up all ad
supported inventory, and PSAs, about 55% of inventory is being sold.
ACCUSTREAM: What about the CPM range?
KATZ: For run of schedule, mid single digits ($4 - $5 CPMs). If an advertiser wants to be in the
top 20 markets, for example, or there is a level of demographic customization, that would push
the CPMs more toward $10 range. Video ads are going for $20+.
Where we see an opportunity to grow CPMs is through IP based targeting. This is an area where
you can drill down into zip codes for the retail sector. That’s in beta right now.
ACCUSTREAM: What ad verticals have been buying?
KATZ: Retail is number one (Home Depot, big box retailers and mass merchants), financial
services (including insurance, e-surance, the Progressive brand).

Entertainment is strong, (TV networks such as Fox, and the movie studios), along with Webbased businesses, such as WebEx (conferencing).
ACCUSTREAM: What matches up with an online listener and financial services?
KATZ: The digital audio streamer has higher qualitative characteristics compared to terrestrial
radio, as well as the consumer comparison. High-end advertisers like that. They are reaching
consumers who, on average, have higher disposable incomes and higher levels of education than
terrestrial counterparts.
They like the ability to take a listener online, and convert them to a subscriber. So the ecommerce connection works well in the financial services segment.
ACCUSTREAM: What about Shoutcast and exploiting what has been very under-exploited
inventory?
KATZ: Currently we just calculate and credit the impressions generated through their home
page interface. That may be changing. We’d like to be able to bring those to the marketplace and
monetize them, but it’s not happening yet.
ACCUSTREAM: What was the average impression buy, or campaign size in 2008?
KATZ: A 1 million impression campaign would be average for our shop. We do campaigns in
the 10 million impression range, and also in the 100,000 range. And, the total buy depends on the
inventory being sold, but use a CPM of between $6 and $10.
ACCUSTREAM: What about analytics and data elements most requested, valuable or baked in?
KATZ: One thing the market is getting accustomed to is real time server-based metrics for
audio. Broadcasters have been used to panels, surveys and diaries and estimates in the past.
So, the exact number of impressions on the exact channels is being responded to very favorably,
and media planners are now asking for more data. How many impressions were delivered, how
many hours did a listener on average listen to a particular channel, cost per click models, cost to
acquisition models. What they are all trying to do is marry a media program with an actual cash
register sale at retail or e-commerce.
Audio has never seen these before, and as agencies get more comfortable with it, there is going
to be more creativity built into new marketing programs, and expectations will correspondingly
grow as a result.
ACCUSTREAM: How would you characterize the value of campaigns with respect to brand lift
strategies, compared to those moving the commerce dial up?

KATZ: The majority of business right now is branding based. Advertisers are experimenting
with the offering, how it works, the analytics on the backend, the kind of customer support
comes with the media program.
The space is still immature, but as the adoption rates grow, we are certain this offering will be
used for much more than just branding.

PANDORA
Internet/device-powered music destination and service
ACCUSTREAM: Do you have audio or video ad inventory on Pandora?
PANDORA: Yes, we do.
ACCUSTREAM: Looking at the economy, has there been an impact in terms of demand for
audio and video avails?
PANDORA: We’re still very new at this, so everything is up for us. But, the economy is
challenging. We are up in terms of revenue, and we have more advertisers coming on board, but
our double digit growth has a lot more to do with the fact that we’re still a new company than on
these particular types of placements.
ACCUSTREAM: How would you characterize demand?
PANDORA: There are some advertisers clearly moving ahead, and we have a lot in the pipeline
for 2009, but we have seen other marketers freeze or cut budgets. We have also responded to
RFPs and there aren’t answers coming back; there is a holding a pattern in some cases.
ACCUSTREAM: Was 2008 a growth year and what are expectations for 2009?
PANDORA: Yes, 2008 was a growth year, and 2009 will be as well, primarily because
marketers are getting smarter about how they spend their budgets. They are moving money
online. It may not be doubled digit growth, but we expect to see growth in 2009.
ACCUSTREAM: How does the execution take place?
PANDORA: Pandora is streaming radio. So we have a combination of approaches. And, we’re
cross platform; people access Pandora on the PC and on their phone. We have visual ads that
surround the music experience.
ACCUSTREAM: How are audio and video executions taking place?

PANDORA: If you want to watch video, it is user initiated. We have some 24 different
placements. We have some audio streams that inserted or run, and some are user initiated. Some
take place during a transition, or station change (those can be audio, Flash and video avails), we
have very limited audio advertising on the site.
ACCUSTREAM: If a user listens to their station for an hour, how many audio impressions
might they be exposed to?
PANDORA: There is one per listener per hour. Pandora users started listening on their PC, and
therefore they are very interactive. They are thumbing up and down, and so we decided to have a
very visual experience based on interaction. So that’s where we started.
Now, however, we’re on more devices in the home, and users aren’t always in front of the
screen, so we have allocated a limited number of audio impressions.
ACCUSTREAM: What is the most often used device, besides the PC?
PANDORA: The iPhone, and that device has been game changing. We are one of the most
popular applications downloaded on the iPhone, and consequently we’re getting a lot of users
finding us through the iPhone.
We launched on iPhone in July, and almost 2 million people have downloaded the application by
year-end 2008. About 10% of listening that takes place on Pandora daily is on the iPhone. Users
even dock the iPhone and listen to Pandora at work.
ACCUSTREAM: Is the Pandora experience a good one via a mobile phone?
PANDORA: We’re all about music, and the iPhone and iPods are music players, and they do a
good job of playing. Our app works really well on the iPhone. We are also on AT&T and Sprint.
We are launching in a number of smart phones in near future.
ACCUSTREAM: Given that Pandora began with PC users, and a more visual experience, how
have you customized the experience for a mobile device?
PANDORA: First of all, it’s a universal account, so the same stations you have on your PC are
on the iPhone, or all devices in the home for that matter, but the visuals might be a little
different, depending on the device. We’re on home DVD players as well (including Samsung
Blu-Ray players).
ACCUSTREAM: How would you characterize the overall listening growth of Pandora in 2008?
PANDORA: It was dramatic.
ACCUSTREAM: What ad verticals have been showing interest in audio and video?

PANDORA: In terms of digital (display, or video) the music labels and auto marketers,
consumer electronics, and anything related to technology, financial companies (CitiBank, Visa
and others), CPG (we’ve done a lot with P&G).
There has been a variety of advertiser because we are a lifestyle site and we have a targeted
demographic that marketers are interested in.
With audio, we’re still very early in that cycle, and advertisers there are Puma, Nike. These are
sponsorship types of messages (10 seconds or less).
Audio and video is a growing part of our revenue, but those avails are not the main part of
revenue, which is the interactive digital execution.
ACCUSTREAM: What types of CPM ranges?
PANDORA: It can run from $4 to $40, depending on where marketers want to be on the site and
what users are doing. $4 ads are run of site, and not on the home page. A $40 ad is for video that
is auto play, and precisely targeted. It could also be on the mobile phone, with a call to action.
ACCUSTREAM: What is the demographic split on Pandora?
PANDORA: Our initial study for iPhone skewed male and higher income. Overall, the site is a
50/50 split male and female. The average age of our users is 32, and we believe that marketers
can target effectively; there is only one impression on the home page at any time. Again, most of
what we are doing is digital display advertising.
ACCUSTREAM: When a campaign is booked, is it by screen?
PANDORA: The same ads do not run across platforms. There are different advertisers on each
platform. There are a few that do both. It depends largely on who we are targeting.
There are ads (video) in a box positioned next the Pandora media player. If you want to watch a
Jaguar ad, you are prompted to do so. Once clicked, it takes the user to a landing page with a
whole series of videos, and they include pre roll ads. Jaguar is sponsoring it. Some of the video
content is actually created by Pandora.
ACCUSTREAM: What is the usage profile of a Pandora user?
PANDORA: We have 16 million registered users, but the main group is at work, at home, and
music discovery spending 3 – 5 hours per day with Pandora.
There is a spike during workday hours. This is a similar profile in terms of usage profile with
streaming radio stations.
ACCUSTREAM: Pandora also has a subscription service, how does that work?

PANDORA: The subscription package is billed at $36/annually, or, about $3 per month.

RADIOIO
Internet music broadcaster
ACCUSTREAM: How would you characterize demand in 2008 compared to 2007?
RADIOIO: There was more demand during the first six months of 2008 than in all of 2007.
There was a dramatic shift in our view.
ACCUSTREAM: What verticals are buying?
RADIOIO: There aren’t clear patterns emerging. But it’s the usual group of verticals, including
financial services (AMEX, Visa), automotive (in particular, Toyota with their Scion product),
insurance has been very active. These verticals were active in 2007 too.
But, there has been a lot of randomness to the market as well, in terms of products and
companies. Katz Media has been very good at bringing on new advertisers and marketers, such
as Logitech, which has been a pleasant surprise.
ACCUSTREAM: What surprised you?
RADIOIO: What was unique about Logitech is that the company specifically requested ad buys
on the Radioio network. Their preference was that our on-air hosts be willing to offer product
endorsements. Their interest in Radioio had a lot to do with the fact that our programming is
curated. There is a person behind every one of our channels.
We don’t program sequences of MP3 files, songs or channels grouped into genre categories put
on party mode. That to us isn’t radio. What people loved about radio was that it was a vehicle to
learn about new music and artists, and discover things you didn’t know. That was how people
discovered new music.
For the past decade, that’s what Radioio has tried to recapture with all of our 60 different genre
formats. We provide the listener with a very heavily curated product. People come to our
network for entertainment and to be exposed to new music. That was clearly recognized by a
client like Logitech.
ACCUSTREAM: Do the 60 formats have a voice associated with it?
RADIOIO: Yes, absolutely.
ACCUSTREAM: What avail executions do you offer?

RADIOIO: We’re still working through those issues. But, what Logitech asked for was old-time
radio shout outs. That is fascinating to us, and what they like about our service.
The value to the listener is that the channel is curated, and guides them through the experience,
and there is a trusted relationship between the audience and hosts. Our stream hosts are the
guides, and introduce the product.
ACCUSTREAM: Do you make video inventory available?
RADIOIO: Nobody is doing a lot with video gateways. There are a few here and there. For us,
it’s predominately audio, and in-stream, either 30 or 60-second ads.
It’s intriguing because advertisers are very savvy about buying video. Look at Hulu. The ads
running there are inserted at prescribed breaks, but they are 10-second, even five second ads.
They are shorter ads.
Under that scenario, I never tune away and stick with it. We’re not sure why advertisers don’t
see the value of doing that with Internet radio. They would get more out of it. Because if an
advertiser insists on 60 second ads, we clearly notice there is a direct correlation between the
length of spot and channel changing. An ad that continues for one minute causes people to
switch channels.
ACCUSTREAM: What is the optimum length?
RADIOIO: We believe 15-second ads on the outside. That gives an advertiser an adequate
length of time to deliver a message and it’s not overly intrusive.
Advertisers need to consider that people don’t listen to Internet radio instead of FM. They don’t
listen to FM much at all. They listen to Internet radio as an alternative to transporting their CD
collection to work. They are looking for an experience that is not interrupted in an intrusive way.
People could choose to pay for the content and become a subscriber and eliminate ads altogether
on our site, but people don’t really mind them so long as it’s not a 12 minute per hour spot load,
and three 60-second ads run in a pod.
ACCUSTREAM: What is your insertion frequency?
RADIOIO: Our current clock is constructed with three ad stops per hour, with three avails per
stop. That’s a total of nine avails. We can adjust that clock time of 9 x 60 seconds, down to 9 x
15 seconds.
ACCUSTREAM: What about CPM ranges?
RADIOIO: Anywhere from $5 to $15.
ACCUSTREAM: What about sell out percentages in 2008?

RADIOIO: There is nobody selling out. We suspect there is about 25% of inventory sold on a
given month.
Advertisers will always follow audiences. We don’t need to do anything more than give listeners
a quality product. It’s a matter of staying around long enough to build a large enough audience to
stimulate interest from advertisers. That’s how the business is being built.
ACCUTREAM: Turning to royalty structures as they are now, are you able to operate your
business on a right side up model?
RADIOIO: Nobody is, because costs are still higher than revenue.
Licensing organizations have successfully used the argument that whether or not a broadcaster
can afford to pay royalties as a predetermined rate is irrelevant. Since 2002, we have argued that
arguing as an industry we can’t afford to pay royalties, and that is a poor argument. What is
relevant is creating a fair market environment.
There is no standard or fair market operating environment. What has happened is there is a direct
correlation between the royalty rates being paid, and the success of the various parties at the
table in terms of negotiating. Webcasters have been poor at negotiation. On the other extreme,
terrestrial radio has very effective, which is a function of market leverage and reach.
The NAB is a powerful lobbying organization, for example.
In digital online, there is a ragtag group of Webcasters, and we don’t have a lot of money or
strong representation and we wind up with a hefty royalty rate. Rates play a role in the financial
viability but it’s more than that. It’s also a matter of audiences reaching a critical mass listening
to it that advertisers pay sustained attention to it. Advertisers will always follow audiences.
ACCUSTREAM: Have you had to restrict what you deliver, which has an impact on what you
can afford to pay, balanced against revenue potential?
RADIOIO: That’s probably true of the majority of webcasters, considering that the majority of
webcasters (in terms of aggregate numbers of sites) are small businesses or have limited
resources. The way the royalty structure works is that you pay a percentage of revenue or
expenses, whichever is greater; it’s independent of performances.
More precisely, there are several different deals. There is a rate established by the CRB
(Copyright Royalty Board), and it’s based on performance.
Then, there are a couple of deals that a broadcaster can opt into, instead of the compulsory rate
established by the CRB which falls under the small webcasters settlement act which has been
extended through 2010. It’s a function of percent of revenue or expenses.

So, naturally there have decisions to exclude audience, in the form on non domestic listening,
which is a cost without a clear path to monetization. Advertisers are interested in domestic
audiences, and the issue is that up a third of listening is going outside the U.S. There is a liability
associated with up a third of the audience.
Everybody in this business, due to the royalty situation, that hasn’t artificially limited audience in
ways they would not do, if royalties weren’t an issue. The trick with international audiences, the
issue is aggregating enough audiences. The big spenders in the ad market are by and large
multinational companies, from Sony to Coca Cola.
ACCUSTREAM: Do you get a better ROI working with a rep firm, or setting up an internal
shop and getting that expertise in house?
RADIOIO: The biggest challenge in front of this medium is education advertisers about it. And,
that’s more about the agencies. That is something that takes time, resources, reach, audiences,
money, skilled sales organizations. That is the value of TargetSpot and Katz Media Sales. They
are educating the advertising community about this medium.
We’ve made a decision to continue to work with them in this area because the medium is still
very early and new, and their expertise is needed to help develop it.
ACCUSTREAM: What is the average media buy for an Internet station or broadcaster?
RADIOIO: That’s hard to determine because, as in our case, these are aggregate media buys
being made by the advertisers through rep firms. These are aggregate network buys.
ACCUSTREAM: What is most important for advertisers, in terms of analytics?
RADIOIO: There is no doubt that the people at these rep and technology firms provide discreet
measurements, such as Ando Media and early on it was Measurecast and now comScore.
This is a medium that can be understood quantitatively, but also qualitatively. That is a huge
advancement. This is not extrapolation typical of terrestrial broadcasting, but we can tell
advertisers exact what they are buying and who is listening, where and when.
ACCUSTREAM: Are marketers buying AQH, TSL or impressions?
RADIOIO: They are buying impressions. They can be counted, and there are third parties doing
the counting. About 90% of the campaigns that we have seen anyway, are impression based
media buys.
ACCUSTREAM: Why is demand up in 2008?
RADIOIO: Most advertisers are oblivious to the royalty issue; it doesn’t factor into them
making a buy. They are interested in audience. The reason we have seen more demand, is that

advertisers are paying attention to audiences, and where they go. And, the rep firms have done a
really good job getting the word out.
ACCUSTREAM: How would you compare 4th in 2008 with 2007?
RADIOIO: It’s up. And, we have no reason to believe that trend won’t continue. As things get
tighter in the economy, we believe Internet radio will do even better. When you think about how
far $100,000 can go in Internet radio, in terms of the number of people you can touch, then the
value proposition is compelling: marketers get more for their money.

SLACKER
Internet music service, platform and device
ACCUSTREAM: What is your song play model?
SLACKER: It’s a radio experience. It’s similar to the Pandora model.
You can’t choose what song you’re going to hear next; it’s not an on demand service such as
Rhapsody. There is a button for “creating” a station. In that area, users can type a band, or bands
or artists they like of different genres to create a station of your preference. These are actually
audio streams from a server.
ACCUSTREAM: Do you have a premium service?
SLACKER: Yes. When you choose a song, or express a preference for a song, the subscriber
does have on demand access to that song. There is no advertising in the premium service, and
there unlimited skips (NOTE: skips, in this context means skipping over to the next song).
The ad supported service allows six skips per hour per station. The stream that is heard, is for the
individual user. It’s not broadcast stream; it’s stream to each unique IP.
ACCUSTREAM: What are the revenue models you have?
SLACKER: There are multiple ways that Slacker generates revenue: Banner advertising, sales
of the Slacker G2 portable player, the premium service (priced $7.49/month), and in-stream
advertising. There are also different partner relationships, such as those with Blackberry,
Logitech, and Audiovox.
ACCUSTREAM: Similar to Pandora, do you believe mobile will be a large play for Slacker?
SLACKER: Yes. We don’t rely on a stream, which can break and drains the handset battery.
Slacker knows your preferences and when you plug your phone in at night, it goes out, connects
and loads up hundreds or thousands of songs based on preferences.
The Slacker G2 device is $199. It’s available from the Slacker website and Best Buy.

ACCUSTREAM: What is your average monthly number of song plays?
SLACKER: Billions of songs have been played through the service.
ACCUSTREAM: Has the macro economy had an impact on advertising demand?
SLACKER: We are just now rolling out advertising. We are still in a testing mode. We are a
looking at up to three minutes per hour in avails.
ACCUSTREAM: How long has Slacker been delivering music?
SLACKER: We launched the Beta website almost three years ago.
ACCUSTREAM: How do you promote Slacker?
SLACKER: PR, and there is a national advertising campaign, including print advertising.
ACCUSTREAM: Are you venture-backed?
SLACKER: Yes.
ACCUSTREAM: What’s the demographic profile of a Slacker user?
SLACKER: It’s male, 18 – 45. This is a more mature listening audience. It’s the for the music
lover who understands portable music devices.
What we have found is that a lot of people who buy MP3 players use them for six months or so,
and then don’t do anything more with it. Slacker is the for music lover who wants to regularly
update, enhance, discover and enjoy music.
One of the ways we encourage that, is if people buy the Slacker G2, they can access music on the
site without charge or further payment.
ACCUSTREAM: Do you have subscribers?
SLACKER: Yes, we have quite a few subscribers.

SMOOTHJAZZ.COM
Internet music broadcaster
ACCUSTREAM: Has the macro business environment had an impact on demand for ad units?
SMOOTHJAZZ.COM: Yes, it has had an effect. Our numbers are not down, but they aren’t as
up as we had hoped. We’re having a good year, and in fact we even had an exceptionally strong
summer 2008. But, we are starting to see that people are becoming more concerned about their
assets and therefore media spending.

ACCUSTREAM: Was there any fiscal impact with regard to new guild/royalty payment
structures set in place in 2007?
SMOOTHJAZZ.COM: No, there was no impact. But, we only play artists on SmoothJazz.com
who waive their SoundExchange copyrights.
Even so, major labels still advertise with us, as do artists who are independent. We play based on
song-to-song criteria. This is just the way we choose to navigate these waters. We don’t play a
format that prohibits us from taking this approach. We are new music based.
ACCUSTREAM: What can you say about the verticals advertising?
SMOOTHJAZZ.COM: We have more advertisers this year. The recording labels and artists are
our primarily verticals.
We have developed a global marketing platform that promotes artists and labels directly to the
audience, and we take out all the hurdles and barriers of old, that just got in the way of getting
music to people. That’s our role.
We are also signed with Katz Media. We get buys when the client fits our demographic. Some of
those advertisers are Sears, jewelry stores, music festivals. That segment is up from last year.
ACCUSTREAM: Is the music promotional platform a paid placement or revenue share?
SMOOTHJAZZ.COM: The business model is actually confidential. We don’t fit the traditional
template of an Internet radio station. We have a slightly different model, and in light of the genre
(smooth jazz) drifting from terrestrial to the Internet there is more competition now. There are
many unemployed radio people who have taken to the Internet.
And, unfortunately in our medium, there aren’t a lot of metrics that people know how to access
to differentiate between hobbyist and professional programmers like SmoothJazz.
Our competition has heated up this year in that regard, and that confuses parts of the market. For
example, some of these competitive sites might book advertising campaigns for less than what
we may choose to do, despite the fact that the quality of our inventory and audience might be
much better.
We have a very good media kit on the Website, and we encourage advertisers to look at that.
ACCUSTREAM: How do you execute advertising?
SMOOTHJAZZ.COM: We’re very big on branding. Our platform is designed for marketing.
We use our inventory for banners, a Top Five YouTube area, and in our streams we insert
custom produced, artful audio spots. We play a lot of commercials, and our listeners don’t even
know we have commercials.

ACCUSTREAM: How do you manage that?
SMOOTHJAZZ.COM: They are custom produced in house to showcase a new artist,
recording, and a release by a label, a festival event and they are all music intensive. And, even ad
sales booked by Katz are reviewed by us to make sure they don’t puncture our environment.
That’s why our average listening time is so high per session, approaching two hours. We get
glowing feedback all the time, and industry insiders familiar with us say they are amazed we are
making money because they don’t hear commercials, but they are hearing them they just don’t
know they are.
ACCUSTREAM: Internet broadcasters are very sensitive about advertising. Why is that?
SMOOTHJAZZ.COM: It’s what drove a lot of us to the Internet. Radio (FM) has created
essentially a very disloyal listening audience. People aren’t listening anymore, and if they do,
they don’t have the affinity for stations as in years prior. People were very tuned into their
favorite stations to hear new music; that’s where they learned about new music.
A lot of us went to the Internet from terrestrial radio to try and rekindle the art of radio, and
that’s what this is about. And we believe it’s possible to make money and be artful; you don’t
have to do cookie cutter station creation.
Radio created issues such as iTunes, where you can go and see what the top selling songs are and
buy them without listening to the radio. The labels followed suit by their copycat bands
approach. We aren’t completely purists. We like making money, we just want to find the balance
between great content and revenue.
ACCUSTREAM: What is the balance you have achieved at SmoothJazz?
SMOOTHJAZZ.COM: Listeners are exposed to a lot of music. And, we have custom jingles
that have been created for us by a company out of Milan, Italy (Jingle Factory). Our concept has
always been the world is listening, so we have the jingles cut in multiple languages. That’s a nod
to our global audience.
And, we have nicely produced, listenable ads. We have about 8 units running per hour, during a
busy time such as over the summer.
So, an advertiser can come in and buy a package from us, and the package would include some
radio exposure during a commercial, a song feature during the hour (called a Hot Pick). We also
a custom Jazz blast that we send out to our 35,000 VIP subscribers that are opted in. We take
advantage of all levels that we can. And, we are expanding touch points, in social networking,
mobile listening as well.
ACCUSTREAM: What’s the listening hour total?

SMOOTHJAZZ.COM: We are on Shoutcast, and we have streams from our OctoShape
platform (192K streams).
The Shoutcast stream and our destination sites add up to 3 million, and then with OctoShape it’s
a little more. But, we tell our advertisers that we have, on average, over 2 million listening hours
per month, and that includes our SmoothLounge platform.
ACCUSTREAM: Can you monetize Shoutcast streams?
SMOOTHJAZZ.COM: No, we are not able to right now. Therefore, we purchase our own
bandwidth for SmoothLounge so we can monetize that, and we own most of our own bandwidth
right now anyway, so it can be monetized. Shoutcast is a safety valve for us, in case we lose our
bandwidth or there is a network issue. We are with a CDN out of Canada.
It’s nice to have Shoutcast as a backup, but we have enough bandwidth to cover our daily
listeners now, and that’s good for us.
ACCUSTREAM: How do you balance the needs of actively growing your business, considering
the genre you are in, and accepting advertising?
SMOOTHJAZZ.COM: We don’t feel like we have hit our potential yet. We are seeing an
awakening for this format around the world, especially Europe.
The U.S. might not be a high growth market, but other markets are. Terrestrial Jazz stations are
going off the air all the time. So, while is wanes here, it grows in other parts of the world, and
that has to do with SmoothJazz and others.
So, what’s happening is we are growing in markets like New York, Phoenix, Houston,
Philadelphia and others where terrestrial stations have gone dark.
It’s about building an audience globally. So, we see a whole new world in front of us now, and
the Euro is much stronger now than the dollar, and we are actually getting to see some interest
from those territories in terms of advertising.
We’re not naïve enough to think that just one station is going to be enough for us, but we would
like to provide a small number of deep, boutique radio stations like we have done with
SmoothJazz and SmoothLounge, that express brand identity integral to the experience.
We want to keep the integrity of the brand very solid, so when we find a channel that is going to
be robust and integral to our identity we’ll launch it. In fact, artists are actually creating music to
fit our format. We’ll launch channels that match up with what our small staff can handle in terms
of management.

Right now we see progress every year, and everyone is getting paid. So, each year we’ll move
forward and build another one. We’re not increasing overhead that much, because we have a
very systems based approach. The key to our success is being organized, and systems driven.
You have to be prepared for success, but rather than running up bills to launch additional
stations, we’re trying to build platforms that can accommodate growth without doubling our
staff. So, that’s our business practice. But, it all starts with the music, and goes out from there.
ACCUSTREAM: You are unique in that you can monetize internationally. That seems to place
you in an advantageous position?
SMOOTHJAZZ.COM: First of all, we have the rights to all the music we play, so international
access and audiences aren’t an issue, in terms of royalties and payments. We have always
considered our mission to be a global radio programmer.
ACCUSTREAM: What percent are international listening hours?
SMOOTHJAZZ.COM: We’re at about 60% international.
ACCUSTREAM: Are the ads you run play across all territories or is there a localization aspect
to media buying?
SMOOTHJAZZ.COM: The main emphasis of our marketing is music. If you’re sitting in
France, you can go buy the download of a particular song you like in France. You can buy in
California, or Russia, or anywhere.
This is an international sound we are playing and in fact it’s primarily instrumental.
We air spots in multiple languages. So, we are the world’s smooth Jazz station. We don’t have
the most listeners, we have a large Jazz audience and community.
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FORECAST REDUCTION

Bracing for a Tough Year
■ In this report, we provide an update on the U.S. advertising market heading
into 2009, using both a top down and bottoms up methodology, as well as
channel checks with industry contacts.

■ Based on our work, we are reducing our 2009 US ad forecast to -8% vs. -4%
previously and well under industry and Wall Street consensus of -5%. Our
revision reflects slower economic growth and ad spending’s historical 750 bp
underperformance vs. nominal GDP during past recessions since 1960.

■ We also update our growth (or lack thereof) forecasts for individual mediums
(i.e., TV, print, outdoor, online, etc.) and analyze the outlook for key ad
categories such as retail, auto, and financials, which collectively make up
one third of U.S. ad spend.

■ Our analysis of specific ad mediums takes into account 3 main factors:
secular usage trends, accountability & efficiency, and exposure to autos,
retail, and financial categories.

■ On this basis, we expect online search and cable TV to outperform, while
print and radio are expected to fare below average given declining
audiences, antiquated measurement, and, in the case of print, higher than
average CPMs.

■ In light of our reduced expectations for the U.S. ad market, we are
decreasing our FY09 EPS estimates for News Corp., Time Warner, Viacom,
Yahoo! (all rated Neutral) and for Outperform-rated Walt Disney by 11% on
average. We note that our 2009 EPS estimates are furthest below
consensus for Viacom. We remain comfortable with our estimates for
Google (rated Outperform), which we lowered on December 11, 2008.

■ Assuming a fiscal stimulus package and recent monetary initiatives take hold
and spur an economic recovery in 2010, ad spending should bottom in 2009.
However, we remind investors that ad spending is late cycle and tends to
underperform nominal GDP for several years following a recession as
advertisers wait for convincing signs of a recovery before aggressively
reinvesting in ad spending.

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. FOR OTHER
IMPORTANT DISCLOSURES, visit www.credit-suisse.com/ researchdisclosures or call +1 (877) 291-2683. U.S.
Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment decision. Customers of Credit Suisse in the
United States can receive independent, third party research on the company or companies covered in this report, at no cost
to them, where such research is available. Customers can access this independent research at www.credit-suisse.com/ir or
call 1 877 291 2683 or email equity.research@credit-suisse.com to request a copy of this research.
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U.S. Ad Outlook 2009
Bracing for a Tough Year: Overview
In this report, we provide an update on the state of the U.S. advertising market heading
into 2009. More specifically, we are lowering our domestic ad outlook for 2009 based on
our top down and bottoms up methodology. We also discuss the growth profile for
individual mediums (i.e., TV, print, outdoor, online, etc.) and provide commentary on
category specific spending (i.e., retail, auto, etc.). In light of our reduced advertising
projections, we are also lowering 2009 estimates for the vast majority of the media
companies in our coverage universe.

Top Down Analysis
We begin our analysis with a top down view as advertising is highly correlated with the
economy and is dependent on the health of corporate profits (99% correlation between
nominal GDP and advertising). Not surprisingly, in light of the current economic conditions
and weak holiday 2008 sales, we think growth in advertising spending will remain under
pressure.
Exhibit 1: Correlation Between U.S. Ad Spend and Nominal GDP, 1980–2007
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Source: Universal McCann, Jack Myers Reports, RAB, IAB, NAA, OAAA, Kagan World Media, and Credit
Suisse estimates.

Underscoring the weak economic conditions, Credit Suisse economists recently revised
their 2009 nominal GDP forecasts lower from +2.0% to -0.9% vs. 3.3% expected nominal
GDP growth in 2008. Combined with continued poor economic data and our channel
checks, we believe it is prudent to cut our advertising forecasts as well. From a top down
perspective, since 1960, in the past six recessions, U.S. advertising growth has historically
underperformed nominal GDP by 750 basis points on average.
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Exhibit 2: U.S. Ad Growth versus Nominal GDP Growth, 1960-2007
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Applying this framework to Credit Suisse’s current nominal GDP growth estimate of -0.9%,
we now expect U.S. ad spend to fall 8% year over year in 2009, below our prior forecast of
-4%. This would also mark a further deterioration relative to 2008, where we project that
total domestic advertising will experience a 3% decline (vs. a 2% decline previously).
Exhibit 3: Top Down US Ad Forecast, 2009E

Nom GDP Growth
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= US Ad Growth
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Source: Company data, Credit Suisse estimates

Our new estimate for an 8% decline in the US ad market is well below both industry and
Wall Street consensus projections for a 5% drop in 2009. We note that we have historically
been more bearish, as our original expectation for a 4% decline in 2009 was one of the
lowest on the Street when originally issued in October of 2008.
Exhibit 4: CS Ad Forecast vs. Consensus, 2009E
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Key Advertiser Category Analysis
Now that we have laid out the macro-economic backdrop, we next drill a layer deeper to
analyze the key advertiser categories. While the U.S. economy is experiencing broadbased weakness, in our view, the sectors seeing the greatest disruption currently include
the auto, financial services, and retail industries. As highlighted in the exhibit below, this is
worrisome from an advertising perspective given that these three categories accounted for
an estimated one third of aggregate U.S. ad spend in 2007, according to TNS. As such,
we focus our category commentary on these three sub-sectors.
Exhibit 5: U.S. Ad Spend by Major Category, 2007
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Autos
While car and light truck sales are projected to bottom in the 11-12MM monthly unit sales
range, and significant automotive media budget contraction has already been witnessed
broadly across the local and national media sectors, we don’t believe auto spending is
likely to rebound until vehicle sales markedly improve. According to Credit Suisse
automotive analyst, Chris Ceraso, even in the event of significant government assistance,
car makers will likely face pressure to spend as efficiently as possible.
Notably, GM has already taken many steps in this direction through the jettisoning of highprofile marketing events (Super Bowl, Oscars) and expensive exclusive sponsorships.
Furthermore, Ceraso notes that so long as consumer spending remains tight and auto
financing restrictive, automakers are unlikely to attempt to stimulate sales through massive
advertising campaigns.
As it appears likely that domestic manufacturers will undergo substantial restructuring, we
believe the total number of car dealers in the U.S. has the potential to decline significantly.
We believe that irrespective of total sales volume, that any meaningful reduction in the
number of sellers will adversely impact per vehicle marketing spend, particularly across
local media. According to Advertising Age, local dealers and dealer associations account
for 52% of total automotive spending.
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Exhibit 6: 2008 Annualized Auto Sales by Month (millions of units)
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Retail
In 2007, measured advertising spend by retailers took the leading category position
surpassing the combined spend of the automotive category. Retailers accounted for over
12% of total spending by the nation’s 100 largest advertisers. While retail spending held
up reasonably well during the first half of 2008, the impact of the de-leveraging of the
American consumer hit hard in Q3 and Q4, and concurrent reductions in ad spend by
retailers have played a leading role in the accelerating second half declines across local
media.
With soft consumer spending trends likely to last throughout 2009 and bankruptcy filings of
key retailers such as Circuit City, we believe this leading ad spend category will continue
to be highly pressured. As illustrated below, retail store closing have accelerated as
retailers have sought to close underperforming units. In unwelcome news for the media
sector, Credit Suisse’s broadlines retail analyst, Michael Exstein, estimates that 2009
closings will likely resemble 2008 levels.
Exhibit 7: Retail Store Closings – Units

Exhibit 8: Retail Store Closings – Square Footage
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Financial Services
The financial services category ranks fifth in terms of measured U.S. advertising spend,
fueled by retail banking giants Bank of America, Citibank, and JPMorganChase, as well as
credit card issuers American Express, Visa, and Mastercard. While it’s broadly accepted
that spending behind credit card marketing will be weak through 2009 as a result of
tightened credit standards, the recent consolidation of the retail banking industry poses
another substantial risk to category expenditures. The acquisitions of Wachovia and
Washington Mutual by Wells Fargo and Bank of America, respectively, stand to
significantly reduce pro forma spending by the largest retail banks.
Exhibit 9: Financial Services - Top 10 Measured Ad Spenders (2007)
US$ in millions, unless otherwise stated

$300.0

Wachovia

$355.7

Wells Fargo

$445.0

WashingtonMutual
Mastercard

$488.7

Fidelity

$499.0
$580.6

Visa

$757.0

Capital One

$1,050.0

American Express

$1,073.9

JPMorganChase

$1,135.3

Citigroup

$1,491.3

Bank of America
0

200

400

600

800

1,000

1,200

1,400

1,600

Source: Advertising Age, TNS

Bottoms Up Analysis By Medium
We now turn our attention to the advertising outlook for the key mediums, in order to
corroborate our top down estimate with the bottoms up outlook. Our bottoms up work is
based on conversations with our network of industry contacts (ad agencies, media
buyers/planners, advertising sales people, etc.) as well as analysis of specific drivers such
as dynamics between upfront and scatter markets for television.
Overall, our channel checks confirm the notion that advertising trends appear to be
weakening in tandem with the economic slowdown. In particular, local media continues to
underperform some national mediums such as TV, although this likely reflects more
lenient cancellation options for the former and the existence of the upfront market for
national broadcast and cable. Nonetheless, heading into 2009, with the economy mired in
a recession, we believe no medium (even ones with strong secular outlooks such as
online and outdoor advertising) will be spared.
In crafting our growth (or lack thereof) forecasts for each medium, we take into account
several factors including:

■

Secular/Usage Trends: In our opinion, mediums with growing usage stand a better
chance of growing their share of overall ad budgets. In this context, cable TV and
online appear well-positioned as the former continues to take viewership share from
their broadcast brethren. On the other hand, mediums with declining consumer usage
(e.g., print and radio) will likely see decreased advertising share. As we illustrate in the
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exhibit below, mediums that grow usage share tend to see growing share of total U.S.
advertising dollars while the converse holds true as well. This makes intuitive sense,
since we believe that advertisers ultimately follow eyeballs. In other words, as
marketers look to reach their target consumer, there is a natural tendency to allocate
ad budgets to where audiences are found.
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Exhibit 11: Online Share of Ad Spend versus Time Spent
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Source: Universal McCann, Veronis Suhler, Credit Suisse estimates.

Exhibit 12: Print Share of Ad Spend versus Time Spent

Exhibit 13: Radio Share of Ad Spend versus Time Spent
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■

2004
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Share of Total US Ad Spend

Share of Total US Ad Spend

Share of Total Media Usage

Radio

Print
27%

Source: Universal McCann, Veronis Suhler, Credit Suisse estimates.

Accountability/Measurability/Efficiency: Additional factors that may play a role in
the relative performance of a medium are traits such as accountability, measurability
and efficiency. The drive for better measurement and advertising spend accountability
is accelerating as the need for greater efficiency of spend is being felt by all marketers.
In response, agencies have been investing aggressively in improved measurement
techniques that hope to bring a greater level of accountability to traditional media
similar to that witnessed in the digital realm. That said, however, media planning is
still far from being a purely quantitative exercise.
Nonetheless, we assume that a prolonged recession will yield a relative “flight to
efficiency,” as marketers attempt to secure comparable levels of exposure for their
brands while spending less. For example, we expect some advertisers to shift
spending from broadcast TV to cable networks, given the latter’s lower CPM’s and
somewhat better targetability.
We believe the print sector will face the greatest risk under this scenario. Burdened by
poor reader measurement techniques, declining audience reach potential, and very
high comparable CPMs, both magazines and newspapers face structural media
planning issues that will be difficult to overcome in a recessionary environment.
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■

Exposure to the Auto, Financial, and Retail Categories: As we alluded to earlier,
we would anticipate that mediums with higher exposure to the more troubled sectors
of the economy (i.e., autos, financials, and retail) will face greater challenges in 2009.
For example, combining the data from Exhibit 4 with our 2008 advertising forecasts
finds that exposure to these 3 categories accounts for roughly 30% of a given ad
medium’s performance.

Exhibit 14: Exposure to Autos, Financials, and Retail vs. 2008 Estimated Ad Growth
Broadcast

6%

Networks

Cable TV

4%

Internet xSearch

2%

2008 Growth

0%
Total

(2)%
(4)%

Outdoor
Spot TV

(6)%

2

R = 0.3016

Magazines

(8)%

Radio

(10)%
(12)%

Newspapers
(14)%
0%

10%

20%

30%

40%

50%

60%

% of Advertising from Retail, Financials and Autos

Source: TNS, Universal McCann, Credit Suisse estimates

Based on these factors and our channel checks, we summarize our 2009 bottoms up
advertising estimates by medium. In general, we expect cable TV, search, and, to a lesser
extent, online display to outperform our overall expectation for an 8% decline in the
aggregate ad market. In contrast, we expect print and radio to underperform the average,
while broadcast TV, outdoor are expected to perform in line with the total domestic ad
market.
Exhibit 15: 2009 Ad Forecast Revisions

Broadcast TV
Cable TV
Radio
Print
Outdoor
Search
Display
Other*
Total

Revised
-8.6%
-0.3%
-9.2%
-14.2%
-7.7%
8.1%
-5.9%
-7.8%
-7.9%

2009E
Original
-6.2%
1.8%
-5.6%
-7.8%
-2.0%
11.0%
0.1%
-5.0%
-3.7%

Change (bps)
-237
-206
-357
-635
-570
-290
-603
-281
-416

2008E
-2.5%
3.7%
-8.5%
-11.1%
-3.0%
21.7%
8.0%
-1.9%
-3.0%

Source: Universal McCann, Jack Myer Reports, RAB, IAB, NAA, PIB, OAAA, Kagan World Media,
Company data, Credit Suisse estimates:
*Note: “Other" includes Direct mail and Online Classifieds

We note that in addition to forecasting a larger growth decline in 2009, we also expect this
decrease to be off of a lower than anticipated base year given that we have fine tuned our
2008 ad forecast lower to a 3% year over year decline vs. our previous estimated
decrease of 2%.
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Exhibit 16: 2008 Ad Forecast Revisions

Revised
-2.5%
3.7%
-8.5%
-11.1%
-3.0%
21.7%
8.0%
-1.9%
-3.0%

Broadcast TV
Cable TV
Radio
Print
Outdoor
Search
Display
Other*
Total

Original
-2.7%
4.5%
-4.3%
-9.8%
3.3%
21.7%
8.0%
-0.8%
-2.1%

Change (bps)
17
-78
-423
-127
-633
0
0
-111
-85

Source: Universal McCann, Jack Myer Reports, RAB, IAB, NAA, PIB, OAAA, Kagan World Media,
Company data, Credit Suisse estimates:
*Note: “Other" includes Direct mail and Online Classifieds

Broadcast TV
Through much of 2008, broadcast network advertising held up relatively well despite
ongoing audience erosion and the macro-backdrop. However, we believe that network
advertising performance was aided by a strong 2008/2009 upfront market. By way of
background, the broadcast upfront tends to begin in May (although the upfront market for
children’s programming begins as early as March) and concludes (or “breaks” in industry
jargon) as quickly as within several weeks, or it may stretch into late June/early July (as it
did in 2001). Traditionally, broadcast networks sell approximately 65-85% of next season’s
advertising inventory in the upfront market, leaving the remainder for the “scatter market.”
In our view, in 2008, broadcast network benefited from a strong upfront selling season,
where we estimate CPM increases averaged 7%-8% for the major broadcast networks.
Additionally, we estimate that most networks sold on average about 5% more inventory vs.
the previous year. We further note that 4Q08 network advertising benefited from the fact
that most 4Q upfront commitments are non-cancelable.
Exhibit 17: Key Events in Annual TV Ad Market

CY4Q

Oct.

Nov.

CY1Q
cancellation
options due.
Up to 25%
can be
canceled.

CY1Q

Dec.

Jan.

Feb.

CY2Q
cancellation
options due.
Up to 50%
can be
canceled.

CY2Q

March

April

CY3Q
cancellation
options
due. Up to
50% can be
canceled.

May

Upfront
discussions
begin.

CY3Q

June

July

Upfront
discussions
conclude.

Aug.

Sept.

CY4Q
New TV
upfront season
commit- begins.
ments
finalized.

Source: Company data, Credit Suisse estimates

Unfortunately for the broadcast networks, we do not expect these trends to hold in the face
of the recession. First, up to 25% of CY1Q upfront commitments can be canceled with this
figure rising to 50% for both CY2Q and CY3Q. Our contacts suggest that 1Q cancellation
activity was up year over year though not at a particularly alarming rate. As consumer
spending weakens, however, we expect more significant cancellation activity for CY2Q
and CY3Q.
We believe weaker trends are beginning to emerge in the current scatter market, which
has been described to us as “cautious” for 1Q, in terms of advertiser spending. Although
several media executives have indicated that scatter pricing is running flattish with upfront
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pricing, we believe that scatter pricing is likely down year over year as scatter pricing was
very strong last year (e.g., up double digits). Therefore, we would not be surprised if
scatter pricing is down year over year (i.e., scatter vs. scatter). In addition, our industry
contacts suggest that overall scatter activity, i.e., volume is low. Given these issues, we
now project that advertising for broadcast networks will decline 8.6% year over year in
calendar 2009.
National Cable TV
Dynamics for the cable networks have been similar to the broadcast networks, with one
notable difference: viewership gains, as cable networks continue to siphon audiences from
the broadcast networks. Combined with overall growth in multi channel households (about
2% annually), cable networks benefit from increased eyeballs, unlike broadcast network
ad revenues, which are negatively impacted by annual erosion in audiences. Furthermore,
we see advertisers allocating a greater portion of their ad budget to cable and away from
broadcast given greater targetability and generally lower CPM’s.
Still, with overall demand in advertising declining, we do not expect cable networks to be
immune. For example, sports advertising on ESPN, long a pillar of strength, has
weakened declining ~8% in the September quarter given reduced spending from U.S.
auto-makers, financials, retail, and, to a lesser extent, financial services. Consequently, we
are lowering our 2009 cable advertising forecast to essentially flat from +2% previously.
Outdoor
Despite having what we believe to be strong long-term fundamentals, outdoor advertising
has witnessed rapid revenue deceleration after having outperformed most sectors of adsupported media for the first half of 2008. Based on recent performance data, outdoor
company management guidance, and channel checks with major media agency contacts,
we are significantly reducing both are 2008 year end and 2009 revenue forecasts. We are
forecasting the outdoor medium to exhibit -3% growth for 2008, decelerating to -7.7%
revenue loss in 2009, a 70 bps outperformance versus our total advertising estimate of 8.4%.
During recessionary periods dating back to 1960, outdoor has underperformed Nominal
GDP by -3.8% on average. Based on Credit Suisse’s newly revised U.S. Nominal GDP
forecasts, normalized growth rates would call for -0.5% growth in 2008, and -4.7% growth
in 2009. However, we estimate the outdoor sector will significantly underperform
normalized growth rates by approximately 300 basis points in 2009, despite positives such
as new technology and growing commute times.
We believe the chief culprits behind this underperformance will continue to be weak
demand from the auto, real estate, and retail categories, which together comprise
approximately 25% of total outdoor revenue. Outdoor company managements point to the
medium’s comparably low impression CPMs when defending outdoor’s share of spending,
particularly at a time when advertisers are looking for maximum efficiencies.
While it is true that Outdoor is a highly efficient medium that fares well in any sort of strict
CPM comparison with either national or local media types, CPM analysis in isolation of
consideration of messaging capabilities rarely ever dictates levels of media spend.
Moreover, Outdoor carries onerous production costs for advertisers who choose to make
sizeable media budget commitments. The migration to digital boards, which we believe to
be a long-term positive for the medium, is not enough of a factor given the small size of
installed base and severity of cyclical headwinds impacting overall media spend.
Finally, unlike other media types, where advertisers may elect to produce fewer creative
executions in favor of running existing commercials more frequently, the majority of
Outdoor production expense is consumed in the fabrication of the physical poster assets.
While production expense is not necessarily a direct catalyst for reductions in Outdoor
advertising spend, it nonetheless compromises a bit of the CPM advantage so frequently
assigned to the medium.

U.S. Advertising Outlook 2009

10

09 January 2009

Magazines
According to our analysis of past recessions and the concurrent trends in advertising
expenditures, we believe Magazines are particularly vulnerable to prolonged macroeconomic weakness across the U.S. economy. Based on what we believe to be rapidly
deteriorating fundamentals and pronounced weakness displayed in Q4, 2008, we are
lowering our end of year estimates for Magazine advertising revenue from -5% to -7%, an
underperformance of over 400 basis points versus what we would typically witness for
magazine advertising during recessionary periods. For 2009, we believe magazine
advertising fundamentals will continue to weaken substantially, with the medium posting 12.9% advertising revenue declines, or 500 basis points worse than would be predicted by
our Credit Suisse 2009 Nominal GDP forecast of -0.9%.
Beyond cyclical drivers, we believe we are witnessing the beginning of a sustained secular
decline in magazine advertising revenue generation. After decades of artificially inflating
the circulation rate bases of hundreds of magazine titles in an effort to justify annual page
rate increases, many publishers have begun to scale back unprofitable distribution. We
believe this contraction can extend for multiple years due a significant and unjustifiable
over-supply of titles being published. In the process, many publishers will attempt to
maintain revenue by passing through concurrent CPM increases. In most cases, we
believe the result will be to only further increase the use of substantial discounting in an
effort to maintain competitive share of spend, further eroding revenues.
For media planners, magazines are increasingly faced with serious competition from the
internet, where the capabilities of targeting of niche audiences (always the strongest card
in the magazine hand) far exceeds that of the consumer magazines. Magazines are
further disadvantaged by high relative impression costs for advertisers, antiquated
audience measurement, and long planning lead times–a particularly difficult dynamic at a
time when advertisers are demanding maximum budget flexibility.
Newspapers
After a dismal 2007, where Newspapers witnessed the greatest percentage revenue
decline among major measured media types, cyclical stress has combined with continued
secular pressure to plunge the Newspaper industry into what some are considering to be
terminal decline. As widely reported in recent results for industry bellweathers The New
York Times Company, McClatchy, and Media General, weak fundamentals exhibited
throughout 2008 declined substantially further in the beginning of Q4, with posted
advertising revenue declines of >15%. Already weak classified advertising revenue
continued to be punished further by declines in real estate and employment advertising,
and continued weakness among automotive, retail, and financial services advertising
combined to further torture display ad revenues. Consequently, we are lowering our
forecasts for year-ending 2008 ad revenue to -13% from -11.9%, and our estimated 2009
revenue projections from -8.7% to -15%.
The substantial decline in our 2009 forecast is attributable to our view that a critical
inflection point has been passed in the evaluation by advertisers and agencies of Local
Newspapers as an advertising medium. While the Classified revenue story is well known,
we believe the accelerating decline in display advertising is beginning to reflect
fundamental changes occurring across the consumer landscape. As circulations continue
to decline, and Newspapers no longer hold a vice-like grip on local daily reach, newspaper
display advertising faces substantial and systemic risk.
For decades, the local daily has played a critical role in the information supply chain and
purchase cycle for critical consumer categories such as auto, retail, real estate, financial
services, travel and entertainment, not just as a provider of local news, but as the end
point where consumers sought pricing and availability on goods and services. Car pricing
(new and used), CD rates, airfares, movie and television listings, retail sales and grocery
store discounts: all are elements of this supply chain that are either severely compromised
already, or will be over the coming years. As consumer behavior continues to shift away
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from the daily printed paper as the source of record for consumer goods and services, so
too does an element of advertising imperative on the part of key advertising categories.
Radio
Over the past 40 years, Radio has been less volatile to downside during recessions.
During recessionary periods Radio revenues have averaged a -3.3% underperformance vs
the Nominal GDP growth rate. However, for 2008, we have revised our estimate for growth
to -8.5%, down from -4.3%. As has recently been felt in the Outdoor segment, substantial
declines in local Automotive and Retail spending have combined to put serious pressure
on Radio ad sales. Together these two categories account for roughly 23% of Radio
revenues. We also note that, in an advertising contraction, local media roughly 80% of
radio is local typically suffers cutbacks ahead of national advertising reductions.
Primarily, this is due to local media types (ex outdoor) providing greater leniency in terms
of cancellation of shifting of flighted activity. We also remain concerned about the
numerous secular issues facing radio including declining listenership (which is decreasing
low single digits annually), poor measurement systems (still heavily reliant upon
handwritten diaries), too much clutter (i.e., commercials), and new technology competition
from satellite radio, iPods, and cell phone usage in cars. Consequently, we forecast -9%
growth for radio in 2009, down from our earlier -5.6% projection.
Paid Search
There is widespread investor concern that weaker ecommerce trends will lead to lower
advertiser search ROI and consequently place downward pressure on keyword pricing for
search engines. The rationale is that weaker ecommerce trends result in fewer online
users searching for consumer items, lower sales conversion among those who do search,
and lower average sales prices on items ultimately sold.
Our SEM contacts verify the weaker ecommerce trends in terms of seeing smaller average
order sizes as consumers are buying smaller quantities and/or buying lower priced goods.
However, these same SEM contacts indicate that they are not seeing a drop off in
conversion among those users that are searching for items. More importantly, they are
finding that RPCs, while not showing the typical lift this time of year, remain relatively
steady, as the drop in advertiser search demand is offset by reductions in the amount of
paid clicks available for sale.
To the extent that this is a cyclical issue (which we believe is the case for search), the
reality is that ROI is declining for all advertising. In contrast to most other media, search
advertising wins out in terms of measurability and accountability. Search advertising is
among the most measurable media available to advertisers, which we view as important
during a downturn. Secondly, search advertising is what potential consumers tend to see
in the final moments before purchase, making search marketing less discretionary than
other forms of advertising. As a result of such characteristics, we believe search to be
relatively well positioned compared to its media peers during a downturn.
Nevertheless, we have downwardly revised our 2009 U.S. search advertising forecast in
light of overall deteriorating economic and advertising trends. We note that our
expectation for lower search advertising growth has already been factored into our Google
estimate revisions, which we published on December 11th. We now forecast 2009 U.S.
search advertising growth at 8% in 2009 (vs. 11% previously) and at a 13% CAGR for the
next five years. Our forecast assumes that paid click growth will moderate to 6% from 8%
in 2009 and that pricing growth will slow to 2% vs. 3% previously.
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Exhibit 18: U.S. Search Forecast, 2005-2013E

U.S.
Internet Users
x Time Spent (Hours Online)/ Internet User
= Total Internet User Hours
x Searches per Internet User Hour
= U.S. O&O Web Searches
x % of Searches with Paid Ads ("Coverage")
= Searches with Paid Ads
x CTR
= Paid Clicks
x Revenue per Click
= Revenue
U.S. Y/Y % Change
Internet Users
Time Spent (Hours Online)/ Internet User
Total Internet User Hours
Searches per Internet User Hour
Web Searches
% of Searches with Paid Ads ("Coverage")
Searches with Paid Ads
Clicks
Paid Clicks
Revenue per Click
Revenue

2005

2006

2007

2008E

2009E

2010E

2011E

2012E

2013E

CAGR
'08-'13

204
263
53,669
1.07
57,252
76.9%
44,023
25.6%
11,270
$0.46
$5,188.0

208
287
59,786
1.16
69,347
80.0%
55,475
25.9%
14,340
$0.47
$6,799.4

212
295
62,568
1.43
89,291
77.4%
69,075
26.1%
18,029
$0.49
$8,804.6

220
310
68,007
1.57
106,757
75.0%
80,109
26.6%
21,309
$0.50
$10,719.0

227
325
73,921
1.70
125,905
66.8%
84,085
26.9%
22,577
$0.51
$11,583.8

235
342
80,112
1.79
143,272
64.8%
92,813
27.4%
25,384
$0.53
$13,415.0

242
359
86,650
1.85
160,389
62.8%
100,784
27.9%
28,068
$0.54
$15,278.5

249
377
93,677
1.90
178,163
61.0%
108,595
28.4%
30,787
$0.56
$17,260.9

256
395
101,172
1.94
196,747
59.1%
116,324
28.9%
33,560
$0.58
$19,380.0

3.1%
5.0%
8.3%
4.4%
13.0%
-4.7%
7.7%
1.6%
9.5%
2.8%
12.6%

1.1%
5.9%
7.1%
17.4%
25.7%
3.1%
29.5%
1.0%
30.8%
3.0%
34.7%

2.0%
9.2%
11.4%
8.7%
21.1%
4.0%
26.0%
1.0%
27.2%
3.0%
31.1%

2.0%
2.6%
4.7%
23.0%
28.8%
-3.3%
24.5%
1.0%
25.7%
3.0%
29.5%

3.5%
5.0%
8.7%
10.0%
19.6%
-3.0%
16.0%
1.9%
18.2%
3.0%
21.7%

3.5%
5.0%
8.7%
8.5%
17.9%
-11.0%
5.0%
0.9%
5.9%
2.0%
8.1%

3.2%
5.0%
8.4%
5.0%
13.8%
-3.0%
10.4%
1.9%
12.4%
3.0%
15.8%

3.0%
5.0%
8.2%
3.5%
11.9%
-3.0%
8.6%
1.8%
10.6%
3.0%
13.9%

3.0%
5.0%
8.1%
2.8%
11.1%
-3.0%
7.7%
1.8%
9.7%
3.0%
13.0%

2.9%
5.0%
8.0%
2.3%
10.4%
-3.0%
7.1%
1.8%
9.0%
3.0%
12.3%

Source: Company data, Credit Suisse estimates

Online Display
Similarly to search, we have also adjusted our 2009 U.S. display advertising forecast
downward. Unlike search’s estimate revision, which we view as largely a temporary
phenomenon, we believe that display advertising may be entering into a period of
structural challenge as well.
We now forecast 2009 U.S. display advertising to be down 6% in 2009 vs. the prior year
and vs. our previous estimate of flat year over year growth. Our expectation for slower
revenue growth reflects our belief that both efficiency and pricing will come under greater
pressure heading into 2009. As a result, our lower revenue estimate reflects a 3%
decrease in both impressions sold and CPM pricing.
Beyond 2009, we have also taken a more conservative view of display advertising as we
expect pricing and efficiency pressure to continue and largely offset pageview growth. We
now estimate online display advertising to grow mid single digit between the years 20102013, down from our previous estimate of low double digit.
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Exhibit 19: U.S. Display Forecast, 2005-2013E
Avg. Online HH's (mm's)
x Page Views per Online HH
= U.S. Page views (mm's)
x % Sold
= Page Views Sold
x Ad Revenue per '000 Page Views
/ 1000
= U.S. Online Display Advertising
Avg. Online HH's (mm's)
Page Views per Online HH
U.S. Page views (mm's)
% Sold
Page Views Sold
Ad Revenue per '000 Page Views
U.S. Online Display Advertising

2005
75.6
70,371
5,320,042
24%
1,285,524
$3.22
1,000
$4,138.9

2006
78.8
70,753
5,575,354
47%
2,631,652
$2.04
1,000
$5,370.0

2007
83.3
67,222
5,599,545
52%
2,891,787
$2.46
1,000
$7,124.3

2008E
88.2
68,566
6,048,983
52%
3,123,976
$2.46
1,000
$7,696.3

2009E
93.0
69,937
6,505,567
47%
3,029,782
$2.39
1,000
$7,240.3

2010E
98.2
71,336
7,004,693
46%
3,229,614
$2.37
1,000
$7,640.7

2011E
103.4
72,763
7,527,019
46%
3,435,735
$2.34
1,000
$8,047.0

2012E
108.9
74,218
8,082,354
45%
3,652,328
$2.32
1,000
$8,468.8

2013E
114.6
75,703
8,676,429
45%
3,881,576
$2.30
1,000
$8,910.3

3.5%
9.6%
13.4%
13.8%
29.0%
-7.9%
18.8%

4.2%
0.5%
4.8%
95.3%
104.7%
-36.6%
29.7%

5.7%
-5.0%
0.4%
9.4%
9.9%
20.7%
32.7%

5.9%
2.0%
8.0%
0.0%
8.0%
0.0%
8.0%

5.4%
2.0%
7.5%
-9.8%
-3.0%
-3.0%
-5.9%

5.6%
2.0%
7.7%
-1.0%
6.6%
-1.0%
5.5%

5.3%
2.0%
7.5%
-1.0%
6.4%
-1.0%
5.3%

5.3%
2.0%
7.4%
-1.0%
6.3%
-1.0%
5.2%

5.2%
2.0%
7.4%
-1.0%
6.3%
-1.0%
5.2%

CAGR
'08-'13
5.4%
2.0%
7.5%
-2.8%
4.4%
-1.4%
0.0%
3.0%

Source: Company data, Credit Suisse estimates

Aside from the cyclical slowdown that is affecting display advertising, we believe other
challenges exist, particularly for larger, more premium publishers, given the advent of
advertising networks. Prior to the emergence of ad networks, the amount of “saleable”
online ad inventory was largely consolidated in the hands of the major portals such as
Yahoo!, MSN, and AOL, while the “Long Tail” of the Internet (smaller websites, blogs, etc.)
was difficult to monetize.
Ad networks now allow for smaller internet sites to be monetized by advertisers at very
reasonable rates (about $1-2 CPM versus $10+ for premium display CPMs). While the
greater supply of inventory should lead to lower pricing, we also expect the additional
inventory supply to cause further marketplace fragmentation and share loss among the
established leaders in display. For this reason, market leaders may face even greater
challenges than what our current industry-wide forecast suggests.

Company Estimate Revisions
In light of our reduced advertising estimates, we are lowering our 2009 estimate for the
majority of the ad-sensitive companies in our entertainment and Internet universe. More
specifically, we are lowering 2009 estimates for Viacom, Time Warner, News Corp., Walt
Disney, and Yahoo!. We note that our reduced search forecasts have already been
incorporated in our Google estimates (please refer to our note, “Google: Searching for
Perspectives,” dated December 11, 2008 for details). The table below summarizes our
2009 EPS estimate revisions.
Exhibit 20: Revised Company Estimates vs. Consensus, FY2009E

Company
News Corp.
Time Warner
Viacom
Walt Disney
Yahoo!

Old
$1.07
$1.11
$2.32
$2.18
$0.67

2009 EPS Estimate
New
% Change
$1.00
-6.5%
$1.05
-5.4%
$2.20
-5.2%
$1.95
-10.6%
$0.46
-31.3%

Street
Avg.
$0.96
$1.03
$2.42
$2.11
$0.46

CS vs.
Consensus
4.2%
1.9%
-9.1%
-7.6%
0.0%

Source: Company data, Credit Suisse estimates
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News Corp.
We have lowered our News Corp. FY09 EPS estimate from $1.07 to $1.00 and our EBIT
estimate from $4.6 billion to $4.3 billion. Our new operating income estimate represents a
15% year over year decline vs. FY08 adjusted EBIT of $5.13 billion, which is at the low
end of the company’s guidance for a low to mid teens decline. Our new estimates reflect
reduced advertising estimates at cable networks and the Fox Broadcast network, given
our new outlook for industrywide TV ad growth. We have also cut our newspaper
advertising assumptions to reflect cyclical as well as secular issues.
Exhibit 21: News Corp. Estimate Changes, FY2009E
FY09E
Growth

Old

Y/Y % Growth

New

Variance ($)

Variance (%)

Revenues
Filmed Entertainment
Television
Cable Network Programming
Direct Broadcast Satellite TV
Magazine & Inserts
Newspapers
Book Publishing
Other
Total Revenue

$6,559.4
$5,050.8
$5,494.6
$4,081.6
$1,090.3
$6,594.3
$1,388.0
3,197.3
$33,456.4

(2.1)%
(13.0)%
10.0%
8.9%
(3.0)%
5.5%
0.0%
7.0%
1.4%

$6,559.4
4,954.8
5,366.3
4,081.6
1,090.3
6,323.3
1,388.0
3,197.3
$32,961.0

(2.1)%
(14.7)%
7.5%
8.9%
(3.0)%
1.2%
0.0%
7.0%
(0.1)%

(96.0)
(128.4)
(271.0)
(495.4)

0.0%
(1.9)%
(2.3)%
0.0%
0.0%
(4.1)%
0.0%
0.0%
(1.5)%

EBIT
Filmed Entertainment
Television
Cable Network Programming
Direct Broadcast Satellite TV
Magazine & Inserts
Newspapers
Book Publishing
Other
Total EBIT

$948.9
536.3
1,517.0
585.4
329.4
664.8
131.3
(86.7)
$4,626.4

(23.8)%
(52.4)%
19.5%
39.7%
(6.4)%
(13.3)%
(17.9)%
NM
(14.0)%

$948.9
475.7
1,427.4
585.4
329.4
526.4
131.3
(86.7)
$4,337.8

(23.8)%
(57.8)%
12.5%
39.7%
(6.4)%
(31.4)%
(17.9)%
NM
(19.4)%

(60.6)
(89.6)
(138.4)
(288.6)

0.0%
(11.3)%
(5.9)%
0.0%
0.0%
(20.8)%
0.0%
0.0%
(6.2)%

Margins
EBIT
Filmed Entertainment
Television
Cable Network Programming
Direct Broadcast Satellite TV
Magazine & Inserts
Newspapers
Book Publishing
Other
Total EBIT

14.5%
10.6%
27.6%
14.3%
30.2%
10.1%
9.5%
-2.7%
13.8%

Revenue
Operating Expenses
EBITDA
Depreciation & Amortization
Operating Income
Interest Expense, net
Equity Earnings (Losses) of Affiliates
Gain on Issuance of Subsidiary/Affil. Shares
Other, net
Income before Taxes
Income Tax Expense
Minority Interest in Sub., net of tax
Income before Stock Comp & One-time Items
Stock Compensation Expense
Income before Cum. Effect of Accting Change
Cum. Effect of Accting Change/One Time Items
Net Income (Loss)

14.5%
9.6%
26.6%
14.3%
30.2%
8.3%
9.5%
-2.7%
13.2%

33,456.4
27,613.4
$5,843.0
1,216.5
$4,626.4
(666.4)
469.9
74.0
$4,503.9
(1,623.0)
(96.0)
2,785.0
0.0
$2,785.0
(91.5)
$2,693.4

1.4%
4.6%
(11.3)%
0.8%
(14.0)%
(2.0)%

(0.1)%
3.8%
(15.7)%
0.8%
(19.4)%
(2.0)%

(50.0)%

32,961.0
27,406.6
$5,554.4
1,216.5
$4,337.8
(666.6)
469.9
74.0
$4,215.1
(1,516.1)
(96.0)
2,603.0
0.0
$2,603.0
(91.5)
$2,511.5

Diluted Shares Outstanding

2,600

(12.5)%

Diluted EPS (aft. Stock Comp and x 1x-items)

$1.07

(16.2)%

(16.9)%
(16.9)%
(16.5)%
(16.5)%

(495.4)
(206.8)
(288.6)
(288.6)
(0.2)
-

(1.5)%
(0.7)%
(4.9)%
0.0%
(6.2)%
0.0%
0.0%

(22.2)%
(22.4)%
(26.7)%
(21.9)%

(288.8)
106.9
(182.0)

0.0%
(6.4)%
(6.6)%
0.0%
(6.5)%

(21.9)%

(182.0)

(6.5)%

(53.4)%

(182.0)

(6.8)%

2,600

(12.5)%

-

0.0%

$1.00

(21.7)%

($0.07)

(6.5)%

Source: Company data, Credit Suisse estimates
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Time Warner
Our 2009 EPS estimate for TWX is now $1.05, down from $1.11 (including cable). Given
limited ad exposure, our adjusted EBITDA estimate has been trimmed only by 2.5% to
$13.8 billion vs. $14.1 billion previously. Our new forecast implies 5.7% y/y growth,
although this assumes no merger and restructuring charges (which TWX includes in its
calculation of adjusted EBITDA). Excluding charges in 2008, our projection would
represent organic EBITDA growth of ~1%. Our new estimates reflect lower advertising
assumptions for AOL, where we now expect a 10% decline in O&O display advertising (vs.
0% before and under our -6% estimate for the industry). We also slightly trimmed our
cable ad growth estimate for Turner to +2% from +4%. This forecast still assumes Turner
can outperform the overall flat cable ad market in 2009, given ratings strength. We also cut
our publishing ad growth estimate to -13%, in line with the industry (since Time, Inc. is the
largest player with ~20% market share) from our original -3% forecast.
Exhibit 22: Time Warner Estimate Changes, 2009E
2009E
Old

Y/Y %
Change

New

Y/Y %
Change

Variance ($)

Variance
(%)

Revenue
AOL
Cable
Filmed Entertainment
Networks
Publishing
Intersegment Elimination
Total Revenue

$3,885
$18,361
$12,633
$11,806
$4,573
($1,688)
$49,571

-7.2%
6.8%
3.2%
6.4%
-0.4%
4.0%
3.9%

$3,621
$18,361
$12,633
$11,727
$4,332
($1,688)
$48,986

-13.5%
6.8%
3.2%
5.7%
-5.6%
4.0%
2.7%

($264)
$0
$0
($80)
($241)
$0
($585)

-6.8%
0.0%
0.0%
-0.7%
-5.3%
0.0%
-1.2%

Adjusted OIBDA
AOL
Cable
Filmed Entertainment
Networks
Publishing
Corporate
Intersegment Elimination
Total Adjusted OIBDA

$1,367
$6,618
$1,409
$4,199
$869
($335)
($3)
$14,122

-12.7%
6.8%
13.1%
17.2%
15.0%
7.3%
5.0%
8.4%

$1,291
$6,618
$1,409
$4,170
$627
($335)
($3)
$13,776

-17.5%
6.8%
13.1%
16.4%
-16.9%
7.3%
5.0%
5.7%

($76)
$0
$0
($29)
($241)
$0
$0
($346)

-5.6%
0.0%
0.0%
-0.7%
-27.8%
0.0%
0.0%
-2.5%

Adjusted OIBDA Margin
AOL
Cable
Filmed Entertainment
Networks
Publishing
Total Adjusted OIBDA

35.2%
36.0%
11.2%
35.6%
19.0%
28.5%

Total Revenue
Operating Costs
Reported OIBDA
Depreciation
Amortization
EBIT
Interest Expense, Net
Other Income (Expense)
Minority Interest Expense
Pretax Income
Income Tax Benefit (Provision)
Net Income b/f Discont'd Ops.
Discont'd Ops, Net
Cum. Effect of Accounting
Net Income
Average Diluted Shares

$49,571
$35,449
$14,122
($4,075)
($867)
$9,181
($2,067)
$0
($404)
$6,709
($2,617)
$4,093
$0
$0
$4,093
3,678.8

Net Income b/f Discont'd Ops.
/ Diluted Shares (Avg.)
= Diluted EPS b/f Discont. Ops

$4,093
3,678.8
$1.11

35.6%
36.0%
11.2%
35.6%
14.5%
28.1%
3.9%
1.9%
9.4%
4.6%
9.3%
11.7%
-5.2%

17.9%
2.0%

$48,986
$35,210
$13,776
($4,075)
($867)
$8,834
($2,072)
$0
($404)
$6,359
($2,480)
$3,879
$0
$0
$3,879
3,678.8

17.8%
2.0%
15.5%

$3,879
3,678.8
$1.05

10.0%
18.7%
20.1%
17.8%

0.5%
0.0%
0.0%
(0.0)%
(4.5)%
(0.4)%
2.7%
1.2%
6.7%
4.6%
9.3%
7.5%
-5.0%

($585)
($239)
($346)
$0
$0
($346)
($4)

-1.2%
-0.7%
-2.5%
0.0%
0.0%
-3.8%
0.2%

10.0%
12.5%
13.8%
11.7%

$0
($350)
$137
($214)

0.0%
-5.2%
-5.2%
-5.2%

11.7%
2.0%

($214)
-

-5.2%
0.0%

11.7%
2.0%
9.5%

($214)
($0.06)

-5.2%
0.0%
-5.2%

Source: Company data, Credit Suisse estimates
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Viacom
We are lowering our Viacom 2009 EPS estimate from $2.32 to $2.20 to reflect decreased
ad growth assumptions at its cable networks. We now forecast advertising for Viacom’s
channels will fall 5% year over year, worse than our original -2.5% decrease. We note that
we expect Viacom’s domestic channels to underperform its peers given ratings weakness
(ratings were down 11% year over year in 3Q08 on a total day basis, in target
demographics). Coupled with our view of Viacom’s programming cost growth, we expect
pressure on EBITDA margins, which we now project to be about 36.2% in 2009 vs. 36.8%
previously and an estimated 39.0% in 2008.
Exhibit 23: Viacom Estimate Revisions, 2009E
2009E
Old
Revenue
Advertising
+ Affiliate Fees
+ Other Cable Net (Ancillary Revenue)
= Cable Networks
+ Entertainment
+ Eliminations
= Total Revenues

Y/Y%
Change

New

Y/Y%
Change

Variance ($)

Variance
(%)

$4,609.3
$2,823.9
$1,604.2
$9,037.5
$5,433.4
(166.5)
$14,304.4

-2.5%
8.2%
7.2%
2.3%
-5.3%
4.0%
-0.7%

$4,474.2
$2,823.9
$1,571.9
$8,870.0
$5,433.4
(166.5)
$14,137.0

-5.3%
8.2%
5.0%
0.5%
-5.3%
4.0%
-1.9%

($135)
$0
($32)
(167.5)
(167.5)

(2.9)%
0.0%
(2.0)%
(1.9)%
0.0%
0.0%
(1.2)%

EBITDA
Cable Networks
+ Entertainment
+ Corp. Expense
+ Eliminations
= Total EBITDA

3,325.6
171.3
(226.7)
4.2
$3,274.4

-3.4%
-29.5%
3.0%
5.0%
-5.6%

$3,213.2
$171.3
(226.7)
4.2
$3,162.0

-6.6%
-29.5%
3.0%
5.0%
-8.8%

(112.4)
(112.4)

(3.4)%
0.0%
0.0%
0.0%
(3.4)%

EBIT
Cable Networks
Entertainment
Corp. Expense
Eliminations
Total Pro forma EBIT

$3,065.5
$57.8
($246.9)
$4.2
$2,880.6

-4.0%
-57.4%
3.0%
5.0%
-6.9%

$2,953.0
$57.8
($246.9)
$4.2
$2,768.1

-7.5%
-57.4%
3.0%
5.0%
-10.5%

(112.4)
(112.4)

(3.7)%
0.0%
0.0%
0.0%
(3.9)%

EBITDA Margin
Cable Networks
Entertainment
Total EBITDA

36.8%
3.2%
22.9%

36.2%
3.2%
22.4%

(0.6)%
0.0%
(0.5)%

EBIT Margin
Cable Networks
Entertainment
Total EBIT

33.9%
1.1%
20.1%

33.3%
1.1%
19.6%

(0.6)%
0.0%
(0.6)%

Revenues
Operating Costs
EBITDA
D&A
EBIT
Net Interest (Expense)
Other, net
Pretax Income
Income Tax (Expense)
Equity (Losses)
Minority Interest, Net of Tax
Net Income from Cont. Ops.
Extraordinary Items
Net Income (Loss) after Extr. Items
Net Loss from Discontinued Items
Net Income (Loss) after Disc Items
PF Diluted EPS x-1x Items
Wtd. Avg. Diluted Shares

$14,304.4
$11,030.1
$3,274.4
$393.8
$2,880.6
($510.0)
($23.5)
$2,347.1
($880.2)
($120.0)
($16.5)
$1,330.5
$1,330.5
$0.0
$1,330.5
$2.32
572.8

-0.7%
0.8%
-5.6%
5.2%
-6.9%
2.7%

-1.9%
0.3%
-8.8%
5.2%
-10.5%
2.8%

-2.3%

$14,137.0
$10,975.0
$3,162.0
$393.8
$2,768.1
($510.5)
($23.5)
$2,234.2
($837.8)
($120.0)
($16.5)
$1,259.9
$0.0
$1,259.9
$0.0
$1,259.9

-6.2%
-8.3%

$2.20
572.8

-7.4%
-1.2%

-14.0%
-0.3%

-18.5%

($167.5)
($55.1)
($112.4)
$0.0
($112.4)
($0.5)
$0.0
($112.9)
$42.3
$0.0
$0.0
($70.6)

-1.2%
-0.5%
-3.4%
0.0%
-3.9%
0.1%
0.0%
-4.8%
-4.8%
0.0%
0.0%
-5.3%

-5.5%

($70.6)

-5.3%

-7.5%

($70.6)

-5.3%

-11.2%
-8.3%

($0.12)

-5.3%

-11.8%
-5.9%

Source: Company data, Credit Suisse estimates
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Walt Disney
We have reduced our Disney FY09 EPS estimate from $2.18 to $1.95. We now forecast
EBIT of $7.15 billion, down 15.5% year over year, vs. our prior $7.8 billion projection (an
8% year over year drop). The largest chunk of our EBIT revision is driven by reduced
broadcast network advertising assumptions, which we now project to decline 11% in FY09
given the ad market as well as ABC ratings weakness. We note that broadcast networks
carry very high operating leverage given largely fixed programming cost spending. In
addition, our revisions reflect lower cable advertising, consistent with our lowered outlook
for overall advertising. More specifically, we estimate that U.S. cable network advertising
for Disney will fall 5% year over year, underperforming our flat growth expectation for the
industry given sports (and hence ESPN’s) exposure to autos and financials. We also cut
our forecast for the Consumer Products division to reflect economic weakness on retail
sales and hence Disney’s licensing and retail store operations.
Exhibit 24: Walt Disney Estimate Changes, FY2009E
2009E
September Fiscal Year
Revenue
Cable Networks
+ Broadcasting
= Media Networks
+ Parks & Resorts
+ Studio Entertainment
+ Consumer Products
= Total Revenue

Old

Y/Y %
Change

$10,704.5
$5,745.1
$16,449.6
$10,706.8
$7,505.6
$3,026.8
$37,688.8

6.6%
-5.4%
2.1%
-6.9%
2.1%
5.3%
-0.4%

$10,383.6
$5,497.5
$15,881.1
$10,706.8
$7,505.6
$2,772.6
$36,866.1

3.4%
-9.5%
-1.5%
-6.9%
2.1%
-3.6%
-2.6%

($321.0)
($247.5)
($568.5)
$0.0
$0.0
($254.2)
($822.7)

-3.0%
-4.3%
-3.5%
0.0%
0.0%
-8.4%
-2.2%

EBITA
Cable Networks
+ Broadcasting
= Media Networks
+ Parks & Resorts
+ Studio Entertainment
+ Consumer Products
= Total EBITA

$4,454.4
$375.6
$4,830.0
$1,272.3
$954.9
$747.6
$7,804.9

8.6%
-42.6%
1.6%
-32.9%
-12.1%
4.1%
-7.7%

$4,211.1
$75.2
$4,286.3
$1,272.3
$954.9
$631.8
$7,145.4

2.7%
-88.5%
-9.9%
-32.9%
-12.1%
-12.0%
-15.5%

($243.3)
($300.4)
($543.7)
$0.0
$0.0
($115.8)
($659.5)

-5.5%
-80.0%
-11.3%
0.0%
0.0%
-15.5%
-8.4%

Operating Margins
EBITA Margin
Cable Networks
Broadcasting
Media Networks
Theme Parks & Resorts
Studio Entertainment
Consumer Products
Total EBITA Margin

41.6%
6.5%
29.4%
11.9%
12.7%
24.7%
20.7%

Revenues
EBITA
Amortization Expense
Total Operating Income
Corporate (Expense)
Equity Income of Investees
Net Interest (Expense)
Income b/f Taxes & Minority Interest
Income Tax (Expense)/Benefit
Minority Interest
Net Income (Loss) b/f Extraordinary Items
Restructuring Charges/Extr. Items/Disc Ops (After Tax)
Cumulative Effect of Accounting Changes
Net Income (Loss) a/f Extraordinary Items

New

Y/Y %
Change

40.6%
1.4%
27.0%
11.9%
12.7%
22.8%
19.4%

$37,688.8
$7,804.9
$0.0
$7,804.9
($436.5)
$0.0
($530.2)
$6,838.2
($2,530.1)
($305.0)
$4,003.0
$0.0
$0.0
$4,003.0

-8.8%

$36,866.1
$7,145.4
$0.0
$7,145.4
($436.5)
$0.0
($535.6)
$6,173.4
($2,284.1)
($305.0)
$3,584.2
$0.0
$0.0
$3,584.2

1,839.7

-4.3%

1,839.7

Diluted Shares Outstanding
Diluted EPS b/f Extr. Items
Diluted EPS a/f Extr. Items

$2.18
$2.18

Tax rate

37.0%

-0.4%
-7.7%
-7.7%
-7.3%
1.2%
-8.3%
-9.4%
1.0%
-8.3%

-4.2%
-4.7%

$1.95
$1.95
37.0%

Variance ($)

Variance
(%)

-1.1%
-5.2%
-2.4%
0.0%
0.0%
-1.9%
-1.3%
-2.6%
-15.5%
-15.5%
-7.3%
2.2%
-17.3%
-18.2%
1.0%
-17.9%

-18.3%

($822.7)
($659.5)
$0.0
($659.5)
$0.0
$0.0
($5.4)
($664.8)
$246.0
$0.0
($418.9)
$0.0
$0.0
($418.9)

-4.3%

-

-14.3%
-14.7%

($0.23)

-2.2%
-8.4%
-8.4%
0.0%
1.0%
-9.7%
-9.7%
0.0%
-10.5%

-10.5%
0.0%
-10.5%
0.0%

0.0%

Source: Company data, Credit Suisse estimates
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Yahoo!
We have reduced our Yahoo FY09 EPS estimate from $0.67 to $0.46. We forecast
adjusted EBIT (excluding stock comp, etc.) at $1.2 billion, up 13% year over year, vs. our
prior $1.58 billion projection (which includes $400 million of cost savings). The majority of
the revision is due to our expectation for weaker ad growth as we have reduced our
estimates for Yahoo!’s display (-11% vs. -1%), search (+6% vs. +11%), classifieds (-8%
vs. +8%) and affiliate (-6% vs. +7%). Our advertising estimates assume Yahoo! slightly
underperforms the broader online ad market given our view that larger portals are most at
risk from pricing pressure from ad networks. Also, we note that given the high margin
nature of advertising revenues, there is about a 70% flow through in our reduced new
revenue estimates to the adjusted EBIT line.
Exhibit 25: Yahoo! Estimate Changes, FY2009E
2009E

Display
+ Search
+ Listings
= O&O Marketing Services
+ Affiliate Sites (Marketing Services)
= Gross Advertising Revenue
+ Fees & Other
= Gross Revenue
- TAC
= Net Revenues
- Other Cost of Revenues (x-TAC)
- Sales & Marketing
- Product Development
- General & Administrative
= Op. Income Adjusted (x-Stock Comp)
- Stock-based Compensation
- Amortization of Intangibles (Not in Cost of Rev)
- Strategic Realignment Costs (x-Stock Comp)
= Operating Income (Reported)
+ Other Income, Net
= Pretax Income
- Income Taxes
+ Stock-based Compensation
+ Earnings in Equity Interests
- Extraordinary Items, Net of Tax
+ Minority Interests in Operations of Affiliates
= Net Income fom Cont. Ops, Non GAAP
+ Extraordinary Items, Net of Tax
- Stock-based Compensation
+ Provisions for Tax Adjustments
= Net Income, Reported
/ Diluted Shares Outstanding
= Diluted EPS Reported
Proforma EPS x-Extraordinary Items
Adjusted EBITDA
Operating Income
+ Depreciation
+ Amort of Intangibles (in Cost of Revs)
- Strategic Realignment Costs
= Adj. EBITDA
Adjusted EBITDA Margin
% of Revenue/Margins
TAC
Other Cost of Revs (x-TAC)
Sales & Marketing
Product Development
General & Administrative
Operating Expenses
Op. Income Adjusted (x-Stock Comp)
Stock-based Compensation
Amortization of Intangibles (Not in Cost of Rev)
Strategic Realignment Costs (x-Stock Comp)
Operating Income (Reported)
Adjusted EBITDA

Old
$1,818.9
1,883.8
569.7
$4,272.4
2,495.6
$6,768.0
841.7
$7,609.7
1,984.0
$5,625.7
1,125.1
1,327.9
952.6
637.2
$1,582.9
536.4
69.2
0.0
$977.3
186.9
$1,164.2
435.8
0.0
214.1
0.0
(7.4)
$935.2
0.0
0.0
0.0
$935.2
1401.8
$0.67
$0.67

$1,582.9
$795.9
$154.0
$0.0
$2,532.9

26.1%
14.8%
17.5%
12.5%
8.4%
53.1%
20.8%
7.0%
0.9%
0.0%
12.8%
33.3%

Y/Y %
Change
-0.8%
10.7%
7.7%
5.1%
7.0%
5.8%
-5.8%
4.4%
7.0%
3.5%
-4.0%
-3.7%
-9.0%
-2.0%
42.1%
8.2%
-29.2%

1.2%
0.3%
4.0%
52.9%

New
$1,590.7
1,764.6
475.2
$3,830.6
2,115.1
$5,945.7
841.7
$6,787.4
1,681.5
$5,105.8
1,072.2
1,291.3
959.3
578.3
$1,204.8
522.2
69.2
0.0
$613.4
154.7
$768.1
287.5
0.0
178.8
0.0
(14.1)
$645.3
0.0
0.0
0.0
$645.3
1401.8
$0.46
$0.46

42.1%
59.0%
-27.0%
-100.0%
41.0%

$1,204.8
$774.3
$154.0
$0.0
$2,133.1

93.9%
85.5%
92.5%
44.2%
-64.1%
-100.0%
5.0%
53.4%

Y/Y %
Change
-10.8%
5.5%
-7.5%
-3.5%
-6.3%
-4.5%
-5.8%
-4.7%
-6.3%
-4.1%
-6.8%
-8.1%
-9.3%
-10.8%
13.2%
7.7%
-29.2%

Variance
(%)
-14.3%
-6.8%
-19.9%
-11.5%
-18.0%
-13.8%
0.0%
-12.1%
-18.0%
-10.2%
-4.9%
-2.8%
0.7%
-10.2%
-31.4%
-2.7%

-27.4%
0.3%
-25.3%
11.9%

Variance
($)
($228.2)
(119.2)
(94.5)
($441.9)
(380.4)
($822.3)
0.0
($822.3)
(302.4)
($519.9)
(52.9)
(36.6)
6.7
(58.9)
($378.2)
(14.3)
0.0
0.0
($363.9)
(32.2)
($396.1)
(148.3)
0.0
(35.3)
0.0
(6.7)
($289.9)
0.0
0.0
0.0
($289.9)
0.0
($0.21)
($0.21)

13.2%
55.7%
-27.0%
-100.0%
22.4%

($378.2)
($21.7)
$0.0
$0.0
($399.8)

-31.4%
-2.8%
0.0%

32.0%
45.8%
34.6%
0.0%
-69.2%
-100.0%
100.0%
12.3%

-59.3%
-20.8%
-51.6%
-51.6%
-19.8%
47.5%
-44.9%

-44.9%
0.0%
-44.9%
-44.9%

-18.7%

24.8%
15.8%
19.0%
14.1%
8.5%
57.5%
17.8%
7.7%
1.0%
0.0%
9.0%
31.4%

Source: Company data, Credit Suisse estimates
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Any Light at the End of the Tunnel?
Expect a U-Shaped Recovery
One natural question is when can investors expect a recovery in ad spending? Assuming
that a fiscal stimulus package and recent monetary initiatives take hold and spur an
economic recovery in 2010, ad spending should bottom in 2009. However, we remind
investors that ad spending is late cycle and tends to underperform nominal GDP growth
for several years following a recession as advertisers wait for convincing signs of a
recovery before aggressively reinvesting in ad spending. Looking back at the last two
recession cycles, 1990-95 and 2001-06, ad growth underperformed nominal GDP growth
for several years after each recession. As such, we expect a U-shaped, rather than a Vshaped, recovery.
Exhibit 26: Current Ad Cycle versus 1991 Ad Cycle
2.6%

2.54%
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2.4%
2.30%
2.3% 2.27%

2.26%
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2.19%
2.14% 2.14%

2.1%
2.0%
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1995
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1993

1992

1991

1990

1.9%

Source: Universal McCann, Jack Myers Reports, RAB, IAB, NAA, OAAA, Kagan World Media, and Credit
Suisse.

In the exhibit below, we lay out our revised growth rates are by media category for 2009,
2008 and on a five year compound annual growth basis. As the exhibit demonstrates,
while we expect conditions to worsen in 2009, we forecast a rebound and general
improvement in trends over the next five years as conditions stabilize.
Exhibit 27: Five Year CAGR U.S. Forecast by Category
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Source: Universal McCann, Jack Myer Reports, RAB, IAB, NAA, PIB, OAAA, Kagan World Media, Credit Suisse estimates.
*Note: “Other" includes Direct mail, Online Classifieds and Online Lead Generation
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Valuation and Investment Conclusion
Ad Agencies
We rate the U.S. advertising agency sector Market Weight. While we believe the agency’s
possess strong long-term fundamentals, with growing exposure to digital media and high
growth emerging markets, we believe substantial cyclical headwinds will lead to
deteriorating fundamental performance over the next nine months. Agencies are late-cycle
participants in the advertising ecosystem and have been able to maintain positive growth
throughout 2008. However, as clients re-set fee structures for 2009, we believe agencies
will come under increasing pressure as clients scale back marketing efforts, which for
most Fortune 1000 companies represent significant semi-variable costs.
While the agencies are trading at historically low valuations, we believe that a lack of
positive catalysts and further downward earnings revisions, coupled with significantly
negative forex dynamics, will keep long investors on the sidelines in the near to medium
term. To become more constructive on the names, we will look to a bottoming of key
spending advertising verticals such as automotive, retail, and financial services.
Entertainment
We are maintaining our Market Weight position on the U.S. Entertainment sector. In our
view, our universe of large-cap entertainment stocks is trading at material discounts to
intrinsic value and historically low valuation multiples. Therefore, we see substantial
upside potential in the group on a multiyear basis, as the macroeconomic backdrop
improves. However, we do not view valuation, in and of itself, as a catalyst, as many
equities are trading at depressed levels. Our rating also reflects intermediate-term
earnings risk heading into 2009, driven by a weak advertising climate, as well as our
ongoing secular concerns related to digital technology (our Long-Tail thesis).
Cable TV/DBS
In light of the volatility in the market and the economic turmoil, we recommend investors in
the near term adopt a defensive posture. As a result, we have an Overweight position on
the cable/DBS sector, which is less cyclical in nature as pay video and high speed Internet
service have proven to be resilient in past economic recessions. The subscription nature
of these business models also lends more predictability to the revenue stream for cable
and satellite operators. For instance, subscription revenues accounted for 90%-plus of
total revenues for our coverage universe of cable and satellite TV stocks.
We prefer cable over DBS. In our view, cable’s ability to bundle should provide a
competitive advantage over the intermediate term. We are cognizant that competition is
increasing and that growth has slowed for cable MSOs. However, we believe our current
growth forecasts are reasonable. In addition, we expect capex growth to moderate, which
should lead to accelerating free cash flow growth. Conversely, our survey suggests that
DBS may be disadvantaged because of its inability to bundle other services with its core
video product and the lack of major interest in the synthetic bundle. Although DBS has the
lowest-priced video offering currently available, price pressure could erode returns over
the long term. We remain relatively cautious on the DBS group.
Consumer Internet
We rate the U.S. Internet sector Market Weight. While we are constructive on the secular
growth prospects for the Internet space, our industry rating reflects the risk of further
negative earnings revisions given cyclical exposure. In addition, we remain selective in our
company recommendations, as we view the online auction market as maturing and display
advertising as facing secular concerns related to pricing pressure. In our view, investors
should position their portfolios to leverage what we see as more sustainable growth in
search and fixed-price e-commerce.
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Companies Mentioned (Price as of 08 Jan 09)
Google, Inc. (GOOG, $321.32, OUTPERFORM, TP $400.00)
News Corporation (NWSA, $9.09, NEUTRAL, TP $11.00)
Time Warner, Inc (TWX, $10.63, NEUTRAL, TP $10.50)
Viacom (VIAB, $19.73, NEUTRAL [V], TP $21.00)
Walt Disney Company (DIS, $23.92, OUTPERFORM, TP $25.00)
Yahoo Inc. (YHOO, $12.85, NEUTRAL [V], TP $14.00)
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Radio Trends:
On Air and Online
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Executive Summary: A record is about to be set. By the end of 2007, online advertising spending in the United
States will outpace radio advertising spending for the first time. But that does not signal the death of radio. Rather, it is
an indication that traditional radio is being subsumed into a broader sector called “audio.” Within that sector, digital
and interactive technologies are changing both the distribution and access of audio content and this, in turn, is
changing traditional business models.
086406

US Online Advertising Spending vs. Radio Advertising
Spending, 2006-2011 (billions)
2006
$16.9
$20.1
2007
$21.7
$20.4
2008
$28.2
$21.0

Internet radio, satellite radio, podcasting, high-definition (HD)
radio and mobile audio services are revolutionizing a radio
industry that until recently remained largely unchanged for a
century. Among the traditional media sectors, radio has lagged
behind both television and newspapers in adapting to the
emerging digital, interactive and on-demand media world. But
this is beginning to change. There are many synergies between
radio and the Internet and, for the most part, they complement
rather than compete with each other. Advertisers should not
abandon radio in favor of the Web but combine the two media
to take advantage of the unique attributes of each.

2009
$34.0
$21.5
2010
$39.0
$22.1

Issues & Questions
■ How can the radio industry take advantage of the new digital,
interactive and on-demand media world?
■ What are the growth prospects for Internet, satellite and

2011

high-definition radio?
$44.0
■ Can Internet radio sustain itself with the imposition of the

$22.6
Online*

new royalty charges?

Radio**

Note: *eMarketer benchmarks its US online advertising spending
projections against the Interactive Advertising Bureau
(IAB)/PricewaterhouseCoopers (PwC) data, for which the last full year
measured was 2006; online ad data includes categories as defined by
IAB/PwC benchmark—display ads (such as banners), paid search ads
(including contextual text links), rich media (including video), classified ads,
sponsorships, referrals (lead generation) and e-mail (embedded ads only);
online ad data does not include mobile ad spending; **includes local,
national and spot advertising on terrestrial, satellite and Internet radio
Source: eMarketer, August 2007
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■ How many podcast listeners are there, and what are their

demographic characteristics?
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Copyright ©2007 eMarketer, Inc. All rights reserved.

The eMarketer View
A snapshot of some of the key radio segments
shows that terrestrial radio still commands a
weekly cumulative audience of nearly 283 million
Americans, according to Bridge Ratings. The
audience for Internet radio each week is at least
twice as large as satellite radio, but this has yet to
translate into any significant revenues for that
sector to date.
US Weekly Radio Audience, by Technology, 2007
(millions)
Terrestrial radio (cumulative) (1)
Internet radio* (2)

Podcasting** (3)

282.8

13.6

7.1

Mobile phone audio streaming (1)
High-definition radio (1)

4.1

0.3

Note: *ages 12+; **data was estimated based on the 10 markets included
in the study-Los Angeles, San Francisco, Seattle, St. Louis, Chicago, Boston,
Washington, DC, Miami, Dallas and Atlanta
Source: (1) Bridge Ratings as cited in press release, February 19, 2007; (2)
Arbitron and Edison Media Research, "The Infinite Dial 2007: Radio's Digital
Platforms," April 19, 2007; (3) Bridge Ratings as cited in press release, June
13, 2007
086407
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Traditional radio is losing its significance in people’s lives. Data
provided to eMarketer show that US adults are spending more time
each day on the Internet and watching TV than listening to radio.
Time Spent Using Select Media per Day by US Adult
Internet Users, by Age, January 2007 (mean hours)

Internet

Echo
Boomers
(18-31)

Generation X
(32-41)

Baby
Boomers
(42-62)

Total*

3.28

3.00

2.69

2.91

TV

2.73

2.63

2.83

2.78

Radio

1.79

1.88

1.93

1.87

Note: n=1,200; *includes War and Depression (63-64)
Source: Lumin Collaborative, "National Survey of Adults 18 to 64 with Net
Access" conducted by Fabrizio, MacLaughlin & Associates, provided to
eMarketer, April 26, 2007
084060
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In a study comparing media usage in 2002 with 2007, data from
Arbitron and Edison Media Research also show that Americans
regard radio as less important to their lives than TV or the Internet.
It is for this very reason that the radio industry must quickly and
comprehensively come to terms with how to adapt to this
changing environment.

Radio Trends

2007

2002
Most

Least

Most

Least

Television

39%

20%

36%

18%

Internet

20%

33%

33%

24%

Radio

26%

14%

17%

18%

Newspapers

11%

31%

10%

35%

Note: ages 12+; numbers may not add up to 100% due to rounding and/or
lack of response; respondents were asked to choose only among these
four
Source: Arbitron and Edison Media Research, "Internet and Multimedia
2007" as cited in press release, June 26, 2007
085276
085276

29.0

Satellite radio subscribers (1)

Media that US Consumers Consider Most and Least
Essential to Their Lives, 2002 & 2007 (% of
respondents)

www.eMarketer.com

Summary of Key Trends in Radio
Terrestrial radio: While traditional radio continues to reach over
90% of the American public weekly, revenues for the industry have
been flat over the past six years. This has led to a shifting
landscape, perhaps best illustrated by Clear Channel, the largest
radio company in the US, selling over 448 of its smaller radio
stations. Clear Channel is also in the process of going from being a
public company to a private one. CBS and ABC have also sold
dozens of their smaller radio stations as the leading companies in
the sector search for growth opportunities.
Internet Radio: Internet radio includes both the simulcast of
terrestrial broadcasts online as well as Internet-only audio
streaming. According to a recent report from Arbitron and Edison
Media Research, about 29 million Americans access Internet radio
regularly each week, and another 50 million access Internet radio
occasionally each month. Some of the largest online radio
networks, such as AOL and Yahoo!, are receiving between one
million and two million listeners a week.
To date, online radio has been largely complementary to
traditional radio, rather than in competition with it. Yet few
advertisers have been attracted to the medium.
Royalty Fees: The Internet radio industry was alarmed in early
2007 when the Copyright Royalty Board (CRB) set performance
royalty rates for webcasters that many in the industry think are so
prohibitive they will put many smaller Internet radio operators out
of business.
One area of contention is the $500 minimum per-channel fee that
webcasters would have to pay. Sound Exchange, the body
responsible for collecting royalty fees for the record labels and
artists, backtracked slightly from its original position and offered to
cap the minimum fee at $2,500 per service. But it is now
demanding that webcasters introduce digital rights management
(DRM) technology to their services to prevent “stream-ripping.”
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Banking firm Wachovia estimates that the new royalty fee regime
could cost the radio industry more than $2 billion. JPMorgan
analyst John Blackledge reported that if the current royalty regime
is installed, the rising royalty costs are likely to outpace Internet
radio advertising growth. This issue is creating considerable
uncertainty in the radio sector.
Satellite Radio: After several years of explosive growth, the two
satellite radio stations, XM and Sirius, have begun to show signs of
financial difficulty and are looking to merge. As of the second
quarter of 2007, XM reported 8.25 million subscribers to Sirius’s
7.1 million. The cost of acquiring subscribers by luring expensive
talk personalities such as Howard Stern and Oprah Winfrey has
made profitability more difficult to achieve than these two
companies anticipated. Meanwhile, the FCC is assessing the
proposed merger.
Podcasting: On-demand and time-shifted media have emerged
across all media industries. In the radio sector, podcasting is the
technological innovation that has given radio listeners greater
freedom of how, when and where to access audio content. Recent
podcast estimates from Bridge Ratings peg the active US podcast
audience (those who download a podcast at least once a week) at
about 7.1 million in 2007, less than 4% of US Internet users. This is
likely to rise significantly when traditional broadcasters invest
greater resources in their digital services.
High-Definition Radio: The transition from analog TV to digital TV
is nearly complete in the US, and radio is beginning to go through a
similar transition. According to M Street Corp., there are about
11,000 commercial radio stations in the US and, as of July 2007,
more than 1,300 radio stations were broadcasting in HD.
As is the case with digital TV, digital radio provides existing radio
broadcasters with greater signal capacity that offers higher quality
sound and interactive functionality for the user. Like digital and
HDTV, however, consumers need to buy new equipment to access
the digital signals. High-cost digital equipment was one of the initial
barriers to the adoption of HDTV in the past, and HD radio is likely to
undergo a similar experience. HD radio will grow as equipment
becomes affordable and more HD content becomes available.
Mobile Radio: One of the great benefits of radio has always been
its portability, and there is no better illustration of this than the fact
that an AM/FM radio is a standard feature in all cars.
But the ubiquitous use of mobile phones, the emergence of
wireless/mobile broadband networks and the widespread
adoption of portable music devices and satellite radio are
expanding the idea of portable audio.
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Many new mobile handsets have integrated FM radios or satellite
radio capabilities. As wireless broadband networks develop,
Internet audio streaming has the chance to move from the PC to
the mobile device.
According to Telephia, about 10.5% of mobile phone subscribers
in the US (23.5 million people) had mobile phones with integrated
music players in the third quarter of 2006. Apple’s iPhone will
expand the possibilities of mobile audio.

For Marketers–Combine Radio and the Internet
The radio-Internet combination is a powerful one for marketers for
the following reasons.

1. Internet users often listen to the radio while
surfing the Web, so radio advertising can drive
listeners to a Web site.
There is a great deal of data indicating that Internet users
simultaneously surf the Web and consume other media.
BIGresearch data indicates this is the case across all age groups,
particularly among teens.
Select Media Activities of US Adults While
Simultaneously Using Other Media,
November-December 2006 (% of respondents)
Browsing online

70.7%

Reading newspapers

68.9%

Watching TV

67.9%

Listening to the radio

56.4%

Note: ages 18+
Source: BIGresearch, "Simultaneous Media Usage Study (SIMM) IX,"
January 2007
080191
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Frequency with which US Teen Consumers Engage in
Select Simultaneous Activities While Online, July 2006
(% of respondents)
Regularly

Occasionally

Watching TV

46.1%

31.6%

Never
22.3%

Listening to the radio

39.2%

33.8%

27.0%

Reading the mail

22.7%

28.3%

49.1%

Reading magazines

12.6%

35.7%

51.7%

Reading the newspaper

8.4%

22.9%

68.7%

Other activities

49.3%

33.9%

16.8%

Note: n=3,154 ages 14-17
Source: BIGresearch, "SIMM8," December 2006
079793
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Advertising on Internet radio is a particularly powerful way to drive
listeners to a site. Also, measuring a response to an offer or “call to
action” is far easier online than measuring the response to a
terrestrial broadcast. Further, audio ads enhanced online with
visual ads can increase the engagement factor.
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2. Radio grabs a listener's attention in the car and
continues that relationship online. With online radio,
listeners are not restricted by time or place.
Terrestrial radio is popular throughout the day, especially in the car
when people are commuting to work. According to Arbitron,
American consumers spend an average of 15 hours per week in
the car, either as a driver or passenger. Men, age 18 to 34, spend
20 hours a week in their cars. Data from the Radio Advertising
Bureau indicate that nearly 47% of all weekly radio listening occurs
in the car.
US Weekly Radio Audience, by Location, 2007 (% of
total)

At work/
other places
18.9%

3. Radio is a social network.
Radio is perhaps one of the first social networks in that listeners
have a common bond or interest in the format of music or
content they listen to. Someone who listens to country music,
classical music, Howard Stern or National Public Radio is likely to
be passionate about the content. By providing “sticky” content on
a radio’s site, content providers and marketers can engage more
deeply with the audience. Talk radio continues to be popular, and
the Internet now allows the conversation to continue after the
broadcast has finished.
Survey data from JupiterResearch show that using user-generated
content and other social network marketing tactics are of growing
importance to brand marketers. Radio broadcasters can also tap
into the social networking phenomenon.
US Brand Marketers Who Plan to Use Social Network*
Marketing Tactics in the Next Year, 2006 & 2007 (% of
respondents)

In car
46.7%
At home
34.9%

2006

38%

2007

Note: Monday-Sunday, 24 hours
Source: Arbitron, "RADAR," 2007 as cited by Radio Advertising Bureau
(RAB) "Radio Marketing Guide & Fact Book," July 31, 2007
086408
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If a terrestrial broadcaster simulcasts online or on mobile devices,
it need not lose listeners once they leave their cars. The Internet
can extend the relationship between the listener and content
provider throughout the day.
Data from Mediamark Research show that radio is the most popular
medium consumed between 5 and 9 a.m. Capturing people’s
attention in the car in the morning, for example, and continuing that
relationship throughout the day is ideal for the radio-Internet
combination. Further, Internet radio is often listened to at work,
which provides a valuable way to target an at-work audience.
Select Media Used Daily by US Adults, by Daypart,
2007 (% of respondents)
TV

Radio

Newspapers

Internet

Magazines

5 am-9 am

31.5%

38.4%

25.4%

18.8%

5.7%

9 am-5 pm

40.4%

44.1%

25.5%

29.8%

18.0%

5 pm-12 am

72.0%

28.6%

15.3%

29.6%

16.0%

12 am-5 am

12.1%

4.8%

1.2%

3.6%

1.2%

Total

83.6%

68.2%

55.6%

52.6%

37.6%

48%

Note: *Web sites designed for members to create and post content,
usually in the form of profile pages, primarily in order to communicate with
each other
Source: JupiterResearch, "Social Networking Sites: Defining Advertising
Opportunities in a Competitive Landscape" as cited in press release, March
2007
081779
081779
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4. US consumers want to consume their media
on demand.
The adoption of the digital video recorder (DVR) and video on
demand (VOD) in the TV sector—and the growing use of the Web
as an entertainment platform—is an indication that traditional
media is changing from “push” to “pull.”
In the radio sector this means that broadcasters need to provide
their listeners with as much flexibility as possible in how, when
and where they can access their content.
Podcasting is the DVR of the radio world, providing on-demand and
time-shifted functionality to audio content, with the added bonus
of portability. Podcasting, like DVR technology, may not generate
revenues directly for service providers, but it does have the
potential to extend reach and increase content consumption.

Note: n=8,000 ages 18+
Source: Mediamark Research Inc. (MRI), "MediaDay" as cited in press
release, June 25, 2007
085808
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5. Advertising recall is dramatically enhanced when
a radio ad is combined with an online ad.
Data from the Radio Advertising Effectiveness Lab (RAEL) show
that with a mix of one Internet and one radio exposure,
respondents were four and a half times more likely to recall an
advertisement when compared with two Internet ads alone.

Data from the radio advertising bureau (RAB) show that in the late
1990s the US radio industry grew rapidly, reaching revenues of
$19.8 billion in 2000, up from $13.8 billion in 1997. Since 2002,
however, revenues have been flat.
US Radio Advertising Revenues, 1997-2006 (billions)

Unaided Recall of Advertised Brand When Exposed to
Two Internet Ads vs. One Internet and One Radio Ad
among US Internet Users, 2007 (% of respondents)

1997

One Internet and one radio ad for product

1999

$17.7

2000

$19.8

Two Internet ads for product

27%
6%

Note: n=799 ages 18-54; read chart as follows - 27% of those exposed to
one Internet and one radio ad could recall the advertised brand after
exposure
Source: Radio Ad Effectiveness Lab (RAEL), "Radio and the Internet:
Powerful Complements for Advertisers," conducted by Harris Interactive,
February 2007
086410

$13.8

1998

$15.4

2001

$18.4

2002

$19.4

2003

$19.6

2004

$20.0

2005

$20.0

2006

$20.1

www.eMarketer.com
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A radio ad can have a far higher emotional response than an
Internet banner ad alone. But the RAEL study shows that, when
one combines the best of both media, the result is greater than
the sum of its individual parts.

Note: includes local, national and network revenues; local and national
revenues are based on a pool of more than 150 markets and extrapolated
to the entire network; network revenues include the top five radio network
companies
Source: Radio Advertising Bureau (RAB), "Radio Marketing Guide & Fact
Book," conducted by Miller, Kaplan, Arase & Co., July 31, 2007
086292
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Local advertising contributes over three-quarters of all advertising
revenue to the radio industry. This form of advertising includes the
mom-and-pop store that wants to connect with local customers,
unlike national or multinational brands whose marketing
messages are less focused on customer location. Since Internet
radio is not bound by geography, it targets a portion of the $4.7
billion in spending allocated to network and national advertising.
US Radio Advertising Revenues, by Segment,
1997-2006 (billions)
Local

National

Network*

1997

$10.74

$2.41

$0.65

1998

$11.92

$2.77

$0.74

1999

$13.59

$3.21

$0.88

2000

$15.22

$3.60

$1.00

2001

$14.55

$2.90

$0.92

2002

$15.13

$3.28

$1.00

2003

$15.10

$3.47

$1.03

2004

$15.48

$3.45

$1.08

2005

$15.63

$3.38

$1.05

2006

$15.48

$3.55

$1.11

Note: Local and national revenues are based on a pool of more than 150
markets and extrapolated to the entire network; *includes the top five
radio network companies
Source: Radio Advertising Bureau (RAB), "Radio Marketing Guide & Fact
Book," conducted by Miller, Kaplan, Arase & Co., July 31, 2007
086291
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While national and network radio advertising spending makes up
less than 25% of overall radio advertising spending, the leading
radio advertisers within this segment include communications,
retail, automobile, insurance and entertainment companies.
Verizon Wireless Service was the No. 1 most-advertised brand on
US radio in 2006, with $77.2 million spent advertising the service.
US Radio's Top 20 National Network and Spot
Advertisers, Ranked by Spending, 2006 (millions)
1. Verizon Wireless

$77.2

2. Home Depot

$75.7

3. GEICO Auto Insurance

$69.3

4. AT&T Long Distance Residential

$40.9

5. ABC-TV Network Entertainment Division

$38.8

6. Fox-TV Network Entertainment Division

$37.6

7. Dodge Dealer Association

$36.2

8. Safeway

$32.7

9. Chevrolet Dealer Association

$26.3

eMarketer expects US radio advertising spending to grow 1.9%
during 2007 to $20.5 billion. As 2008 is an election year, radio
advertising is likely to benefit. Beyond 2008, eMarketer forecasts
steady growth.
While eMarketer does not forecast spectacular growth in the
sector between 2006 and 2011, during that time an additional $2.7
billion in advertising dollars will be spent on radio. Radio station
sites and in-stream Internet audio advertising will be the principal
drivers for radio advertising growth.
A word of caution: With the royalty-fee issue casting a large
shadow over the Internet radio sector, these estimates assume
an outcome to the royalty-fee dispute that allows for a viable
Internet radio sector. This is an assumption that, as of August 2007,
is not a certainty.
US Radio Advertising Spending, 2006-2011 (billions
and % increase vs. prior year)

10. Macy's

$22.2

11. Guitar Center

$21.8

2006

12. Burger King

$21.3

2007

13. AutoZone

$20.9

14. OnStar

$20.7

15. NBC-TV Network Entertainment Division

$20.6

16. AT&T Long Distance

$20.3

2010

17. RadioShack

$19.8

2011

18. AT&T Yellow Pages

$19.7

19. Hyundai Dealer Association

$19.7

20. Tweeter

$17.4

Note: includes spending on network and national spot advertising
Source: TNS Media Intelligence, 2007 as cited by Radio Advertising Bureau
(RAB) "Radio Marketing Guide & Fact Book," July 2007
086491
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$20.1 (0.4%)

2008
2009

$20.5 (1.9%)
$21.1 (3.0%)
$21.6 (2.5%)
$22.2 (2.9%)
$22.8 (2.6%)

Note: includes local, national and spot advertising on terrestrial, satellite
and Internet radio
Source: eMarketer, August 2007
086412
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Analysts and investment firms estimate that US radio advertising
spending in 2007 will be about $21 billion.

086491

Advertising revenue data for the first quarter of 2007 show little
change from previous years.
US Radio Advertising Revenues, by Segment, Q1 2007
(millions and % increase/decrease vs. prior year)

Comparative Estimates: US Radio Advertising
Spending, 2007 (billions)
Oppenheimer & Co., January 2007 (1)
Myers Publishing, December 2006 (2)

$23.7
$21.7

Revenues

% change

$3,224

1%

National

$945

-1%

Network

$257

9%

Universal McCann, December 2006 (1)

$302

10%

$4,728

1%

Note: local and national revenues based on a pool of more than 150
markets and extrapolated to the entire network; includes the top five radio
network companies
Source: Radio Advertising Bureau (RAB) conducted by Miller, Kaplan, Arase
& Co. as cited in press release, June 4, 2007

Note: (1) includes broadcast radio; (2) includes broadcast and satellite
radio; (3) includes local, national and spot advertising on terrestrial,
satellite and Internet radio
Source: Oppenheimer & Co. Inc., "The Digital Consumer: Examining Trends
in Digital Media," January 2007; Myers Publishing, December 2006; Veronis
Suhler Stevenson, "Communication Industry Forecast," September 2006;
Universal McCann, “Insider’s Report,” December 2006; eMarketer, August
2007

084688
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Local

Non-spot
Grand total

084688
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Veronis Suhler Stevenson, September 2006 (1)
eMarketer, August 2007 (3)

$21.0
$20.5
$19.9
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Like eMarketer, the BIA Financial Network forecasts modest
growth in the US radio sector over the next five years.

In an interview that eMarketer conducted with Andy Lipset and
Eric Ronning, owners of Ronning Lipset Radio, a company whose
affiliates include some of the largest online radio networks in
operation, they estimated in-stream audio advertising spending to
be between $50 million and $100 million, with a preference for the
smaller number.

US Radio Station Revenue Growth*, 2006-2011 (%
increase vs. prior year)
2006

0.4%

2007

2.2%

2008

2.7%

2009

JPMorgan estimates show in-stream audio and graphic ad
revenue in 2006 at $116 million, growing to $228 million by 2008.

2.4%

2010

2.8%

2011

US In-Stream Audio Advertising Revenues, 2006-2008
(millions)

2.5%
2006

Note: *in Aribitron markets
Source: BIA Financial Network, "Investing in Radio Market Report" as cited
in press release, April 3, 2007
086414
086414
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Internet Radio Advertising Spending
While measurement of the Internet radio audience by firms such as
Arbitron is now well recognized in the sector, the measurement of
Internet radio advertising spending continues to be problematic.

2007
2008

$116.0
$161.8
$228.0

Note: includes in-stream audio and graphic ad spending within Internet
radio
Source: J.P. Morgan, “Internet Radio Scorecard Feb 2007: Examining the
Impact of CRB's New Royalty Structure, If Implemented” as cited by Radio
And Internet Newsletter (RAIN), April 12, 2007
086415
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Internet radio advertising can be broadly defined as in-stream audio
advertisements, as well as online ads, graphics, buttons, banners
and sponsorships on radio station sites and media players.
The major Internet radio networks—Yahoo!, AOL and Clear
Channel—do not break out their Internet radio advertising
revenues from other advertising revenues. Thus it is difficult to get
a clear sense of the size of this sector.
Deriving an estimate for Internet radio has been important in the
royalty fee debate because Sound Exchange, the body that
represents artists and labels, has seized upon estimates to argue
that its fees are reasonable and affordable. The figure most often
quoted is an estimate, published by investment bank JPMorgan, of
$500 million in revenue.
The JPMorgan report is not publicly available, but the author of the
report, John Blackledge, has said publicly that the bank’s Internet
radio ad estimate is between $400 million to $500 million. This
figure is inclusive of music video-related ad revenue, sponsorship,
banners and buttons as well as news/talk/sports-related revenue
and other non-music-related revenue, which would not be subject
to the performance royalties.

“We believe audio streaming and some
graphic ad revenue in 2006 was about $100
[million] to $150 million in all industrywide
and, as a result, is a useful starting point
when discussing the new royalty rates.”
—John Blackledge of JPMorgan, February 2007
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Radio Distribution and Usage

One component of Internet radio advertising spending is
advertising on local radio sites. Borrell Associates and Veronis
Suhler Stevenson both recently published figures measuring this
segment, but their estimates differ significantly. Borrell Associates
put total spending on local internet radio advertising in 2007 at
$189 million and Veronis Suhler Stevenson put the figure at $56
million. With more than 11,000 radio stations in the country, each
with its own site, the differences are understandable.

Today, radio is distributed over the air (terrestrial),
online and via satellite. Bridge Ratings estimates a
relatively stable terrestrial radio audience of
about 280 million over the next five years, and the
audience for Internet radio will expand rapidly.

Using JPMorgan’s 2007 estimate of Internet radio advertising
revenue of $500 million as its benchmark, research firm Bridge
Ratings has projected that total Internet radio advertising revenues
will reach $950 million in 2008 and $3.4 billion by 2010. By 2020,
Bridge Ratings’ estimates the Internet radio sector will be worth as
much as the entire radio sector is worth now—nearly $20 billion.
Considering the lack of transparency in gauging precise figures on
Internet radio advertising, along with uncertainty in the sector
over performance royalty fees, Bridge Ratings’ forward estimates
are bold, to say the least.
US Internet Radio Advertising Revenues, 2006-2020
(millions)
2006
2007
2008

$200
$500

2006 2007 2008 2009 2010 2015
Terrestrial radio (cumulative)*

279.7 282.8 280.0 283.5 284.2 274.1

Internet radio**

56.7 72.0 93.0 116.1 147.5 187.3

Satellite radio subscribers

9.1

13.6 17.1 20.3 23.4 30.0

Mobile phone audio streaming

1.5

4.1

8.7

19.1 40.2 70.3

Podcasting*

1.5

2.9

3.7

5.1

6.3

8.4

High-definition radio (terrestrial)

0.3

0.3

0.5

1.1

2.8

5.0

Note: *weekly usage; **monthly usage
Source: Bridge Ratings as cited in press release, February 19, 2007
086298
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According to Arbitron’s June 2007 estimates, 93% of all Americans
age 12 and older tune in to the radio in the course of a week.
Historical data from Arbitron show that Americans are listening to
less radio today than they did 10 years ago—over three and onequarter hours less.

$950

Hours Spent Listening to Radio per Week in the US,
1996-2006 (hrs:mins)

2009 $1,805
2010

US Radio Listeners, by Technology, 2006-2010 & 2015
(millions)

$3,429

2015
2020

$7,887
$19,719

Note: includes streaming ads, audio ads, music video ads, buttons, banners
and sponsorships
Source: Bridge Ratings as cited in press release, August 8, 2007
086376
086376
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Fall 1996

22:15

Fall 1997

21:45

Fall 1998

21:30

Fall 1999

20:40

Fall 2000

20:30

Fall 2001

20:00

Fall 2002

20:00

Fall 2003

19:30

Fall 2004

19:30

Fall 2005

19:15

Fall 2006

19:00

Note: ages 12+; 94 continuous measurement markets; Monday-Sunday
6am-midnight
Source: Arbitron, 1996-2006 as cited by Radio Advertising Bureau (RAB)
report, "Radio Marketing Guide and Fact Book," July 31, 2007
086417
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There are more than 10,000 commercial radio stations in the US in
2007 and an additional 3,815 streaming radio stations. An
increasing number of terrestrial stations are broadcasting in high
definition. The radio format or genre with the highest number of
stations is country music (followed by news and talk stations), with
more than 2,000 dedicated radio stations across the country.
US Radio Stations, by Leading Format, February 2007
Radio format

Number of
stations
in operation

Country

2,037

News/talk

1,359

Latin/Hispanic

721

Oldies

720

Adult contemporary

631

Sports

553

Contemporary hit radio (top 40)

474

Classic rock

459

Adult standards

372

Hot adult contemporary

369

Total commercial radio stations
Stations broadcasting in high definition
Streaming radio stations

10,569

While country music may have the greatest number of dedicated
radio stations in radio audience share, the news/talk/information
stations garner the greatest share of the radio listening audience,
according to Arbitron.
US Radio Listening Share, by Format, Fall 2006 (% of
all radio listeners)
News/talk/information (all news, all sports, all talk, news/talk)
17.6%
Adult contemporary (hot AC, modern AC, soft AC)
14.8%
Hispanic (all varieties)
11.2%
Contemporary hit radio (pop CHR, rhythmic CHR)
10.7%
Urban (urban AC, urban oldies)
10.1%
Country (classic country, new country)
9.2%
Rock (70s, active rock, AOR, classic rock
7.3%

995
3,815

Oldies (70s hits, 80s hits, classic hits, rhythmic oldies)
5.4%

Note: An additional 379 stations are licensed under construction permits
for future operations; 130 stations are currently dark/off the air
Source: M Street Corp., 2007 as cited by Radio Advertising Bureau (RAB),
"Radio Marketing Guide & Fact Book," July 31, 2007

Alternative (AAA, new rock)

086294

Religion (all varieties)

www.eMarketer.com

3.4%

086294

2.9%
Adult hits
2.6%
New AC/smooth jazz
2.6%
Classical
1.1%
Adult standards (easy listening, MOR, nostalgia, variety)
0.9%
Remaining formats
0.1%
Note: ages 12+; 94 continuous measurement markets; Monday-Sunday
6am-midnight; average quarter share for demographic; numbers may not
add up to 100% due to rounding
Source: Arbitron, "Fall Trends Report," Fall 2006 as cited by Radio
Advertising Bureau (RAB), "Radio Marketing Guide & Fact Book," July 31,
2007
086293
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Internet Radio
At the start of 2007, Arbitron estimated the weekly
US Internet radio audience at 29 million (regular
users), with a monthly audience of 49 million
(occasional users).This is not significantly out of
line with an alternative estimate from Bridge
Ratings, which pegged the monthly Internet radio
audience at the end of 2006 at 56.7 million.

US Weekly and Monthly Internet Radio Listeners,
January-April 2007 (% of respondents)
January 2007
19%
24%
February 2007

Weekly and Monthly US Internet Radio Listeners,
January 2007 (millions)
Last week

Measuring the growth during the first four months of 2007, Bridge
Ratings data show a significant increase in both weekly and
monthly Internet radio listeners. One-quarter of respondents cited
listening to Internet radio weekly in April 2007.

21%
27%

29

March 2007

Last month

23%

49

31%
Note: ages 12+
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
084080

April 2007
25%

www.eMarketer.com

34%
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Interestingly, the growth of Internet radio has been quite sporadic
over the past seven years. Between 2003 and 2005, growth was
relatively flat with 8% of Internet users tuning in to Internet radio
each week. By January 2006, however, it reached 12% of Internet
users and, at last count, was at 11%.
Weekly US Internet Radio Listeners, January
2000-January 2007 (% of respondents)
January 2000
January 2001
January 2002

5%
6%
8%

January 2004

8%

January 2005

8%

Monthly

Note: April 2007 n=3,000 ages 12+
Source: Bridge Ratings as cited in press release, April 18, 2007
084293
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Interestingly, online radio was the top-gaining category of sites in
terms of change of unique visitors during June 2007, according to
comScore Media Metrix.
Radio sites surged 34% percent to 48.9 million visitors in June
2007. According to comScore, Yahoo! Music led the category with
more than 25 million visitors (up 11%), and AOL Radio (up 11% to
3.2 million visitors) and Disney Music (up 16% to nearly 1.5 million
visitors) both saw significant gains for the month.

2%

January 2003

Weekly

January 2006

12%

January 2007

11%

Top 10 Web Site Categories among US Internet Users,
Ranked by Growth in Unique Visitors, May vs. June
2007 (thousands and % change)
May
2007

June
2007

% change

36,487

48,928

34%

Note: January 2007 n=1,855 ages 12+
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007

Radio
Gay/lesbian

2,422

2,985

23%

083302

Online gambling

11,058

12,470

13%

Gaming information

39,236

42,827

9%

Coupons

18,991

20,720

9%

Hotels/resorts

31,940

34,583

8%

083302

www.eMarketer.com

Online gaming

59,148

63,998

8%

Entertainment-news

39,139

42,057

7%

Women

60,001

64,261

7%

Personals

23,029

24,653

7%

177,487

178,839

1%

Total Internet:total audience

Note: from home, work and university locations
Source: comScore Media Metrix as cited in press release, July 16, 2007
086419
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Internet Radio

AOL, Yahoo! and Clear Channel rank among the largest Internet
radio networks in the country. JPMorgan estimates that AOL,
Yahoo!, MSN, Clear Channel and CBS account for over half of all
Internet radio advertising revenue in the sector. Monthly data from
Arbitron show that AOL, Yahoo! and Clear Channel have a weekly
listening audience across their Internet radio networks of between
one million and two million listeners. This certainly compares
favorably to small and midsize terrestrial radio networks.

Internet radio listeners can mostly likely be found where they
work. For this reason, marketers wishing to target the at-work
audience may find Internet radio an attractive proposition.
US Internet Radio Listeners, by Location, April 2007 (%
of respondents)

Other
11%

Average Weekly US Online Radio Audience for Select
Radio Providers, May 2007
Mon-Fri
6am-7pm
Cume
persons

Average
quarterhour
persons

America Online's AOL
Radio Network

1,129,300

323,400

1,582,100

185,000

Clear Channel Online
Music and Radio

1,298,600

207,300

1,467,600

110,800

521,400

105,900

696,200

58,200

Live365
RL Select

Note: ages 12+
Source: Bridge Ratings as cited in press release, April 18, 2007
084294

440,100

24,400

672,900

14,700

300,700

1,999,800

162,200

Total RL Radio Network* 3,654,000

754,400

4,950,900

419,900

Total for five measured
networks

961,605

6,418,568

530,726

4,952,541

Note: ages 12+; cume is defined as the number of different people who
listen during a given daypart; cume audience estimates for individual
networks should not be added, because people who listen to more than
one network will be counted twice; the reported audience for the total of
the four networks is an unduplicated estimate of the number of different
people who listened to one or more of the networks for a minimum of five
minutes during the week; *the Ronning Lipset Radio (RLR) Network is
comprised of Yahoo! Music, America Online's AOL Radio Network, Live365
and RL Select
Source: comScore Arbitron, "Online Radio Ratings"," May 2007
086295

Office
52%

Cume
Average
persons quarterhour

1,563,100

Yahoo! Music/LAUNCHcast

Home
37%

Mon-Sun
6am-midnight

www.eMarketer.com

086295

AOL may not top too many Internet lists these days, but it
maintains a dominant position in Internet radio. Bridge Ratings
reported that AOL Internet radio consumers listen to five hours
more Internet radio per week than nearest rival Yahoo! Music.
Leading Internet Radio Networks among US Internet
Radio Listeners, by Time Spent per Week, January
2007 (hours)

www.eMarketer.com

084294

Internet radio listeners make up an attractive demographic
segment for marketers. This segment comprises consumers age
25 to 34, followed by an almost identical percentage in the 35 to
44 group. The ratio of men to women Internet radio listeners is
55-to-45.
Weekly US Internet Radio Listeners, by Age and
Gender, January-February 2007 (% of respondents)
Gender
Male

55%

Female

45%

Age
12-17

13%

18-24

12%

25-34

24%

35-44

23%

45-54

15%

55-64

9%

65+

4%

Note: listened to Internet radio in the past week
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
083304
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AOL's online radio network
Yahoo! Music

15.25
10.25

Live 365
Clear Channel Online Music & Radio

10.60
9.40

Note: ages 12+
Source: Bridge Ratings, February 2007
081411
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Internet Radio

Satellite Radio

Most Internet radio listeners over 35 stick with one or two radio
stations a week. By contrast, those under 24 are far more likely to
sample three or more stations a week, which may provide
evidence that Internet radio can be a useful way for younger
Internet users to sample new music.

One of the first major rivals to terrestrial radio
was satellite radio. Based on a subscription model
(as opposed to free radio supported by
advertising), two companies, XM Satellite Radio
and Sirius Satellite Radio, grew rapidly during the
early part of the decade. But profitability for both
companies remains elusive. As noted earlier, both
companies are looking to merge, the outcome of
which is likely to be decided by the end of 2007.

Number of Internet Radio Stations Listened to Weekly
by US Internet Radio Listeners, by Age, March-May
2007 (% of respondents)
1-2

3-4

5+

13-17

26%

39%

35%

18-24

23%

39%

38%

25-34

42%

33%

25%

35-49

53%

29%

18%

50-64

70%

20%

10%

65+

81%

15%

4%

Source: Bridge Ratings as cited in press release, June 6, 2007
084900
084900
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In publicity surrounding the merger, both XM and Sirius have
suggested the merged company will offer cheaper services as
well as packages a la carte. Opponents to the merger argue just
the opposite. They claim price hikes will likely happen and
programming choices will be reduced.
A key task for the Federal Communications Commission is to
define the market in which XM and Sirius compete. Will this be a
narrow definition of just satellite radio or a broader definition
including all radio or all audio?
In the second quarter of 2007, XM reported 8.25 million subscribers
to Sirius’s 7.1 million. In the most recent quarter, Sirius reported
gross subscriber additions of one million, with net subscriber
additions of 562,000. Compare this to XM radio with 942,000 gross
subscriber additions and 338,000 net subscriber additions.
These numbers indicate enormous subscriber attrition for both
companies. The most recent data also show that Sirius is growing
its subscriber base faster than XM.
Satellite Radio Gross Subscriber Additions in the US,
by Provider, 2005-2007 (thousands)
2005

2006

Q1 & Q2
2007

XM

4,130

3,867

1,810

Siruis

2,519

3,758

1,990

Note: Bridge ratings data for 2005, 2006 and Q1 2007; Q2 2007 data from
company reports
Source: company reports, 2007; Bridge Ratings as cited in press release,
July 11, 2007
086427
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Both companies are tracking to generate revenues of between $900
million and $1 billion in 2007. It is worth noting that while satellite
radio generates most of its revenue from subscriptions, both
companies are likely to generate $40 million to $50 million in
advertising revenue during 2007. It is also likely that advertising, in
some form, will be an important revenue source in the years ahead.
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Satellite Radio

Bridge Ratings forecasts steady rather than spectacular growth for
satellite radio over the next eight years. By 2010, there will be 23.4
million satellite radio subscribers, up from 9.1 million in 2006.
Bridge Ratings does not see a proposed merger as negatively
affecting subscriber additions in the long term.

According to Arbitron, 18% of survey respondents who do not
subscribe to satellite radio (XM or Sirius) say they are likely to
subscribe in the next 12 months. This figure is unchanged in the
last year. Only 3% of non-subscribers to satellite radio say they are
“very likely” to subscribe in the next 12 months.

US Satellite Radio Subscribers, by Company, 2006-2010
& 2015 (millions)

Likelihood of Subscribing to Satellite Radio in the
Next 12 Months among US Consumers*,
January-February 2007 (% of respondents)

2006

2007

2008

2009

2010

2015

XM

6.0

7.6

9.0

10.2

11.6

15.6

Sirius

3.1

6.0

8.1

10.0

11.8

14.4

Total

9.1

13.6

17.1

20.3

23.4

30.0

Somewhat
likely
15%

Note: numbers may not add up to total due to rounding
Source: Bridge Ratings as cited in press release, February 19, 2007
086428
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Measuring shipments of satellite and HD radio units rather than
subscribers, iSuppli forecasts strong growth in unit sales. It is
worth noting that satellite radio units are now standard features
in many models of cars. However, this does not mean that the
car owner will necessarily subscribe to the satellite radio service,
so there is a significant difference between satellite radio units
and subscribers.
US Digital Radio Shipments, by Type, 2004-2012
(thousands of units)
2004
HD radio

2005

2006

2007

2008

23

68

281

919

2,551

1,863

2,686

3,821

4,519

5,154

877

2,174

3,338

4,218

4,867

2009

2010

2011

2012

HD radio

5,220

8,888

12,885

16,875

XM

5,701

6,111

6,466

6,756

Sirius

5,412

5,804

6,139

6,437

XM
Sirius

Very
likely
3%

Not at all likely
82%

Note: ages 12+; *among those who currently do not subscribe
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
086430
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According to Arbitron and Edison Media, satellite radio
subscribers are equally likely to be male or female, age 25 to 44.
US Satellite Radio Subscribers, by Age and Gender,
January-February 2007 (% of respondents)
Gender
Male

50%

Female

50%

Age
12-17

15%

18-24

11%

25-34

21%

Source: iSuppli Corporation as cited in press release, March 20, 2007

35-44

24%

082639

45-54

15%

55-64

9%

65+

5%

082639

www.eMarketer.com

Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
083307
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The primary reason for subscribing to either XM or Sirius satellite
radio is for the music channels, according to survey data from
Jacobs Media. The only significant difference between the two
companies is the Howard Stern factor for Sirius. Survey data
shows that one-third of respondents cited Howard Stern as their
reason for subscribing to Sirius.

Reasons for Subscribing to Sirius Satellite Radio
according to US Sirius Subscribers, February-March
2007 (% of respondents)
Music channels
66%
Commercial-free programming
43%

Reasons for Subscribing to XM Satellite Radio
according to US XM Subscribers, February-March 2007
(% of respondents)

Howard Stern
33%
Traveling

Music channels

33%

68%

Dissatisfaction with commercial radio

Commercial-free programming

24%

46%
NFL

Traveling

24%

44%
Sports programming

Reception

23%

27%
Reception

Dissatisfaction with commercial radio

21%

25%
Was a gift

Sports programming

16%

24%
NASCAR

Major League Baseball

16%

18%

Came free with car/lease

Came free with car/lease

9%

17%
NPR

Was a gift

4%

13%

Audio from TV/cable channels

Audio from TV/cable channels

2%

12%

Martha Stewart Living

Opie & Anthony

1%

9%

Other

Oprah & Friends

14%

1%

Source: Jacobs Media, "Tech Survey III: Satellite Radio," March 20, 2007

Other

082181

17%
Source: Jacobs Media, "Tech Survey III: Satellite Radio," March 20, 2007
082179
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Satellite Radio

Podcasting

As with cable or satellite TV, subscribers to satellite radio pay for a
package of content. And as with cable or satellite TV, satellite radio
subscribers pay for a whole lot of channels they are not interested
in. This is the complaint most often cited by a survey conducted by
Jacobs Media.

Podcast means portable, on-demand broadcast.
A radio podcast is a digital audio file of a radio
show that a user can download and play on a PC
or portable audio device. For radio broadcasters,
it allows a user to listen to a show at a time other
than when it was aired live, which is analogous to
the DVR in the TV sector. But podcasting is not
confined to the radio sector. On the contrary,
podcasting has become popular for both
professional and amateurs alike across a broad
cross section of industries and interests.

A close second to this complaint is that satellite subscribers are
hearing too many commercials. Considering the service is
advertised as commercial-free, this is unlikely to improve
customer satisfaction.
Complaints about Satellite Radio among US XM or
Sirius Satellite Radio Subscribers, February-March
2007 (% of respondents)
XM

Sirius

Total

Too many channels I have no interest in

29%

22%

25%

Commercials on some channels

32%

19%

24%

Audio/sound drops out too often

11%

19%

15%

Difficult to navigate so many channels

13%

13%

13%

Too expensive

12%

9%

12%

Don't listen to it as much as I expected

14%

9%

12%

Sound quality not as good as I expected

10%

10%

10%

Channels are not much better than local

7%

5%

7%

Not happy about merger of XM and Sirius

8%

5%

6%

Other

8%

8%

8%

Nothing

30%

39%

34%

Source: Jacobs Media, "Tech Survey III: Satellite Radio," March 20, 2007
082187
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In fact, the level of satisfaction with satellite radio has fallen since
2005, according to Jacobs Media.
Level of Satisfaction with Satellite Radio among US
Satellite Radio Subscribers, 2005-2007 (% of
respondents)

eMarketer examined the podcasting market earlier in 2007.
See eMarketer’s Podcast Advertising Report
http://www.emarketer.com/Reports/All/Em_ad_podcast_feb07
eMarketer’s view has not changed since the publication of its
podcasting report in February 2007. In that report, eMarketer
predicted the US podcast audience to continue to grow at an
impressive rate into the next decade.
While podcasting is unlikely to ever attract a mass market of
regular users, the very fact that it is attractive to specific niche
audiences makes it a potentially interesting target for advertisers.
That said, like DVR users, podcast listeners skip or fast-forward
through commercials.
eMarketer estimates that by 2011 the US podcast audience will
grow to 18 million, up from three million in 2006.

2005

2006

2007

5 - very satisfied

44%

44%

38%

4

34%

31%

33%

US Podcast Audience, 2006, 2008 & 2011 (millions)

3

17%

18%

22%

Total podcast audience*

2

4%

5%

5%

1 - not satisfied

2%

3%

3%

Note: numbers may not add up to 100% due to rounding
Source: Jacobs Media, "Tech Survey III: Satellite Radio," March 20, 2007
082178
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High customer attrition, falling customer satisfaction, steep
customer-acquisition costs and elusive profits have forced XM
and Sirius to consider a merger. Satellite radio has much potential,
however. One need only look at its satellite TV counterpart. But the
honeymoon period is over for satellite radio, and the stock market
is demanding financial results.

10.0
25.0
55.0
Active podcast audience**
3.0
7.5
18.0
2006

2008

2011

Note: *individuals who have ever downloaded a podcast; **individuals
who download an average of one or more podcast(s) per week
Source: eMarketer, February 2007
081142
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New forecasts from Bridge Ratings are more bullish than
eMarketer. The research firm predicts 24.9 million regular podcast
users in 2011, up from 3.5 million in 2006.

US Podcast Awareness and Listeners, January 2006 &
January 2007 (% of respondents)
Heard of podcasting
22%

US Weekly and Occasional Podcast Listeners,
2004-2012 (millions)

37%
Ever listened to audio podcast

2004

11%

0.3

13%

1.0
January 2006

2005

January 2007

Note: January 2007 n=1,855 ages 12+
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007

1.3
5.0

083309

2006

www.eMarketer.com
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3.5

Who listens to podcasts? Demographic data from comScore
show that iTunes podcast listeners skew male and are more likely
to be highly educated and wealthy. Additional data from Arbitron
show that technology news and commentary is the most popular
podcast content.

11.3
2007
7.1
21.4
2008
10.6

Demographic Profile of US iTunes Podcast
Downloaders vs. Total Adult Internet Users, October
2006 (% of total)

30.3
2009
14.0

iTunes
podcast
downloaders

Total
adult
Internet
users

Male

63%

51%

Female

37%

49%

18-24

29%

14%

25-34

14%

20%

35-44

27%

24%

45-54

23%

22%

55-64

5%

13%

65+

2%

6%

37.9
2010
19.4

Gender
51.1

2011
24.9

Age
63.9

2012
27.5
67.1
Weekly

Occasionally

Note: Data was estimated based on the 10 markets included in the
study-Los Angeles, San Francisco, Seattle, St. Louis, Chicago, Boston,
Washington, DC, Miami, Dallas and Atlanta
Source: Bridge Ratings as cited in press release, June 13, 2007
084888
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While significantly more people have heard of podcasting in 2007
compared with a year earlier, this has not translated into a similar
growth in podcast usage, according to Arbitron.

Household income
<$25,000

7%

9%

$25,000-$50,000

16%

21%

$50,000-$75,000

27%

29%

$75,000-$100,000

19%

17%

$100,000

31%

24%

Education
High school

25%

28%

Some college or associates degree

28%

34%

College/graduate degree

47%

37%

Note: numbers may not add up to 100% due to rounding
Source: comScore Networks, Inc. as cited in press release, May 16, 2007
084009
084009
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Demographic data from Arbitron paints a slightly different picture,
however. According to these data, podcast listeners resemble
other Internet users.
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High-Definition Radio

US Podcast Listeners, by Age and Gender,
January-February 2007 (% of respondents)

HD radio is still in its infancy in the US and,
according to recent estimates, is likely to continue
to be so for some time. While an HD TV makes
sense to many people, forking out money for new
equipment to listen to the same radio content
with a modicum of improved audio clarity has yet
to catch on. The value proposition for both
broadcasters and consumers is not yet clear.

Gender
Male

51%

Female

49%

Age
12-17

16%

18-24

12%

25-34

24%

35-44

19%

45-54

16%

55-64

9%

65+

4%

Note: who have ever listened to audio podcast
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
083310
083310
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As has been noted, technology news and commentary is the most
popular genre of content for US podcast listeners, followed by
news and current affairs.
Types of Programming Content that US Podcast
Listeners Are Very Interested in Downloading,
January-February 2007 (% of respondents)
28%
27%

Local news and public affairs

26%

Music news

24%

National sports

22%

Political news and commentary

20%

Local sports

18%

Entertainment news

18%

Local band information
Celebrity interviews

12-24

25-54

55+

Total

January 2007

69%

75%

71%

72%

July 2007

70%

77%

68%

75%

Have heard of

January 2007

24%

13%

7%

15%

July 2007

22%

12%

5%

13%

Are interested* in
January 2007

28%

14%

3%

8%

July 2007

23%

13%

2%

7%

Note: July 2007 n=3,179; *very or somewhat
Source: Bridge Ratings as cited in press release, August 8, 2007
086374
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Bridge Ratings estimates that there will be only 2.34 million HD
radio listeners in the US in 2010, up from 380,000 in 2007. Clearly,
HD radio has some way to go to capture the attention of the
American public.

15%
11%

Note: ages 12+ who have ever listened to audio podcast
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
083312
083312

HD Radio Familiarity and Interest among US
Consumers, by Age, January & July 2007 (% of
respondents in each group)

Can explain

Technology news and commentary
National news

While a good percentage of Americans have heard of digital radio,
far fewer are interested in actually having it.

US HD Radio Listeners, 2007-2015 (millions)
2007

0.38

www.eMarketer.com

Podcasting is important to radio broadcasters, particularly in the
talk/news category, in providing listeners with greater flexibility in
how and when they access the content they want.

2008
2009
2010

0.50
0.90
2.34

2015

Public broadcasters such as National Public Radio in the United
States and the British Broadcasting Corporation in the United
Kingdom are leaders in offering podcasts as a standard practice.
This has expanded their audiences and deepened their
engagement with their listeners.

4.67

Source: Bridge Ratings as cited in press release, August 8, 2007
086375
086375
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Podcasting today may be a more interesting technology story than
business story. But that should not prevent traditional radio
stations from experimenting with the medium.
Radio Trends
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Mobile Radio
Listening to radio content on mobile audio
devices is a far more attractive proposition for
consumers than HD radio. Many new mobile
handsets now have integrated FM radios, and
satellite radio providers have teamed up with
mobile operators to have their services available
on mobile phones.
The proliferation of portable audio devices—in combination with
the development of wireless broadband networks—gives radio
broadcasters an opportunity to make portable radio synonymous
with mobile phones.
See eMarketer’s Mobile Music report for additional data
on trends in mobile music
http://www.emarketer.com/Reports/All/Emarketer_2000416
According to Telephia, about 10.5% of mobile phone subscribers
in the US (23.5 million people) had mobile phones with integrated
music players, as of the third quarter in 2006. Their data also show
that only 6% of mobile phone users had used the mobile audio
function on their phone at the end of 2006.

Familiarity with mobile audio features will grow as these features
become standard on mobile phones in the years ahead. Today, US
mobile phone users are more familiar with downloading music
tracks (e.g., ringtones) over the air but are less familiar with
satellite radio or free FM radio services.
US Mobile Phone Users Who Are Aware of Select
Mobile Audio Features, February 2007 (% of
respondents)
Downloading over-the-air

65%

Subscription based streaming radio
Free FM radio
Sideloaded/transferred music

56%
36%

32%

Note: n=2,035
Source: Arbitron and Telephia, "The Mobile Audio Media Study," April 2007
082754
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The most popular way mobile audio users are using their mobile
audio phone is in transferring music from their PC or music player to
their mobile phone. Direct streaming of subscription (satellite) radio
or free FM radio is used by about one-third of mobile audio users.
Usage of Select Mobile Audio Features among US
Mobile Audio Listeners, February 2007 (% of
respondents)
Sideloaded/transferred music

US Mobile Phone Users Who Have Listened to Mobile
Audio, Q4 2006 (% of respondents)

Subscription-based streaming radio
Downloading over-the-air

Used
mobile audio
6%

67%

Free FM radio

39%

35%
34%

Note: n=1,162
Source: Arbitron and Telephia, "The Mobile Audio Media Study," April 2007
082758
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Did not use
mobile audio
94%

Note: n=62,188; listened in the past 30 days; includes over-the-air (OTA)
downloaded content, content sideloaded from PC or other source,
subscription-based streamed content or radio and free FM radio
Source: Arbitron and Telephia, "The Mobile Audio Media Study," April 2007
082752
082752
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Mobile audio listeners are listening to between two and four hours
of audio content per week on their mobile phones. For radio
broadcasters, this provides an indication of the possibility of
extending their audiences beyond the usual locations of car, work
or home.
Time per Week that US Mobile Audio Listeners Spend
Listening to Select Mobile Audio Features, February
2007 (hrs:mins)
Sideloaded/transferred music

4:30

Subscription based streaming radio

3:15

Downloading over-the-air

3:00

Free FM radio

2:15

Note: n=1,162
Source: Arbitron and Telephia, "The Mobile Audio Media Study," April 2007
082764
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Mobile Radio

Conclusion

Only 1% of Arbitron’s survey respondents indicated they already
had a phone with a radio tuner. There is, however, a reasonable
amount of interest in having such a feature.

While the traditional radio sector may seem like
yesterday’s news to some, the fact is that the
same rules of content creation and distribution
apply to radio as they do for all media sectors.

US Consumer Interest in Local Radio Tuner-Enabled
Mobile Phone, January-February 2007 (% of
respondents)
Already own

Content that is compelling and easily accessible to consumers will
be attractive. Technologies such as the Internet, satellite radio, HD
radio, podcasting and mobile devices are potential enhancers to
traditional radio content rather than a means of detraction.

1%

Very interested

13%

Somewhat interested
Not very interested

18%
20%

Not at all interested
Don't know

45%

4%

Note: n=1,855 ages 12+; numbers may not add up to 100% due to
rounding
Source: Arbitron and Edison Media Research, "The Infinite Dial 2007:
Radio's Digital Platforms," April 19, 2007
083318
083318
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While advertising spending is growing rapidly online, it is not
necessarily at the expense of radio. If the radio industry adapts
well to the new environment, there seems no reason why this
market cannot find a new lease on life and benefit from the
growth in the online sector.
The radio-Internet combination is a compelling prospect for both
broadcasters and marketers alike.
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Radio Broadcasting
Internet Radio Scorecard February '08: Terrestrial
Radio's Share of Unique Visitors Hits 45%
Unique visitors to internet radio grew 1% to 61 million, 5% below
peak levels last October but within the 60-62m range of the last 21
months. While we believe this represents a seasonal winter dip similar
to what occurred between Jan and Mar 2007, February traffic stands
roughly 7% above the average levels experienced during that stretch.

Radio, TV, & Outdoor

• Internet radio traffic was up 7% versus last year as 27% y/y
growth for the terrestrial operators overcame a 6% y/y decline for the
pure plays. We believe this divergent growth path represents a share
shift as total traffic has been mostly flat since mid-2006, while
terrestrial’s share grew from 35% to 45% as the pure plays’ fell.
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• Traffic at the terrestrial operators’ sites grew 3.8% vs. last month
for the first increase in four months. At 27.6 million, traffic stands
firmly above the 25-26 million range it had been stuck in most of last
year. We continue to expect unique visitors to the terrestrial radio
group’s sites to continue to post sequential and y/y growth in 2008.
• Last.fm experienced a 39% jump in traffic to 1.9m unique
visitors (in the U.S.), the highest in its history. Growth of 7% at CBS
radio’s sites and 15% at Citadel’s also helped drive the gains, while
unique visitors for NPR's sites were off 9% after record traffic last
month. CCU reported a 1% dip to 10.8m, still an 18% share of all of
internet radio.

• Traffic was down at all but six of the internet radio operators,
with declines at Live 365 (down 14%) and windowsmedia.com (6%)
more than offsetting a 2% rise at Pandora to 3.7m, roughly 6% below
record levels achieved last December.
Table 1: JPMorgan Radio Universe
$ in millions, except per share data
Radio Broadcasters
CBS Corp
Clear Channel
Citadel
Cox Radio
Cumulus
Entercom
Radio One
Spanish Broadcasting(1)
Westwood One
Radio Avg. (ex-CBS & CCU)

Ticker
CBS
CCU
CDL
CXR
CMLS
ETM
ROIAK
SBSA
WON

JPM
Rating
OW
N
N
UW
N
N
OW
OW
UW

Stk. Price
4/10/08
$22.07
28.90
1.75
12.03
5.84
9.56
1.50
1.89
1.97

Equity
Mkt. Cap
$14,629.4
14,345.6
458.0
1,058.8
249.3
356.2
136.7
137.1
185.2
$31,556.3

EV/EBITDA
2008E
2009E
6.4x
6.1x
8.6x
8.0x
8.9x
8.5x
9.3x
9.1x
8.3x
8.3x
7.6x
7.7x
5.6x
5.8x
10.6x
10.4x
6.5x
6.2x
8.1x
8.0x

P/FCF
2008E
10.0x
11.8x
4.0x
12.6x
4.9x
3.3x
4.6x
52.4x
4.2x
12.3x

P/E
2009E
9.6x
10.9x
4.1x
12.3x
5.0x
3.4x
4.7x
13.1x
5.4x
6.9x

2008E
11.0x
20.0x
7.6x
16.3x
17.5x
7.2x
14.2x
NM
10.4x
12.2x

Source: Company reports and JPMorgan estimates. (1) SBSA's multiple is a pure radio multiple that excludes the TV station losses. Stock prices based on the close of 4/10/08.
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February 2008 Internet Radio Metrics
Unique Visitors to Internet Radio Up 1% in February
After dipping 4% in January, total unique visitors to internet radio retraced some of
the losses in growing 1.1% sequentially to 61 million in February. Though this is
close to 5% below the peak traffic levels achieved last October, it is still within the
60-62 million range within which they have stagnated over the last 21 months.
Though we believe internet radio usage is amidst another seasonal winter dip similar
to the January and March 2007 period, we note that February’s unique visitors stand
7% higher than the average levels experienced during last winter.
Figure 1: Total Unique Visitors to Internet Radio Websites, Feb 2006 - Feb 2008
in millions
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Source: CommScore Media Metrix and JPMorgan calculations.
Note: Terrestrial radio operators online include Beasley Broadcasting, CCU, CBS Radio & Last.fm, CDL, CXR, Educational Media
Foundation, ETM, EMMS, Greater Media, Maranatha Broadcasting, Midwest Communications, NPR , Radio Disney, Radio One,
Regent Communications, and Spanish Broadcasting, as well as the individual website metrics for wbal (HTV), wgn (TRB), and wtmx
(Bonneville). Internet radio providers include, AOL Radio, Yahoo! Music, MSN Radio, Pandora.com, windowsmedia.com music,
LIVE365.com, Accuradio, accutunes, 181.fm, Lucksysevenradio.com, orsradio.com, Sky.fm, 1club.fm, di.fm, rock.com, 1.fm,
gotradio.com, and broadcasturban.net. Also, BigRRadio, getnetradio.com, myclubradio.com, social.com, and 202online.com were
included in all months until July 2007, June 2007, June 2007, Dec 2007, and May 2007 respectively, when comScore stopped
reporting their metrics.

The terrestrial operators experienced their first increase in four months with growth
of 3.8% to 27.6 million, while the pure play internet operators’ were down for the
second month in a row with a decline of 1% to 33.4 million, the lowest levels since
January 2006.
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Figure 2: Unique Visitor to Pure Play Internet Radio Sites, 2/06-2/08

Figure 3: Unique Visitor to Terrestrial Radio Operators' Sites, 2/06-2/08
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Source: CommScore Media Metrix and JPMorgan calculations.

Source: CommScore Media Metrix and JPMorgan calculations.

Note: Internet radio providers include, AOL Radio, Yahoo! Music, MSN Radio, Pandora.com,
windowsmedia.com music, LIVE365.com, Accuradio, accutunes, 181.fm, Lucksysevenradio.com,
orsradio.com, Sky.fm, 1club.fm, di.fm, rock.com, 1.fm, gotradio.com, and broadcasturban.net.
Also, BigRRadio, getnetradio.com, myclubradio.com, social.com, and 202online.com were
included in all months until July 2007, June 2007, June 2007, Dec 2007, and May 2007
respectively, when comScore stopped reporting their metrics.

Note: : Terrestrial radio operators online include Beasley Broadcasting, CCU, CBS Radio &
Last.fm, CDL, CXR, Educational Media Foundation, ETM, EMMS, Greater Media, Maranatha
Broadcasting, Midwest Communications, NPR , Radio Disney, Radio One, Regent
Communications, and Spanish Broadcasting, as well as the individual website metrics for wbal
(HTV), wgn (TRB), and wtmx (Bonneville).
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Total Unique Visitors to Internet Radio up 7% Year over Year
With February’s increase over the prior month’s levels, total unique visitors to
internet radio grew 7% versus last year. However, drilling deeper reveals a divergent
growth picture. Traffic was up 27% at the terrestrial operators’ sites but was off
about 6% for the internet radio pure plays. This is consistent with the trend of the last
year in which the terrestrial operators’ sites continue to log year over year growth
that is offset by declines for the internet radio pure plays.
We believe this trend has mostly been a reflection of a share shift, as total traffic to
all of internet radio has barely budged over that time span on a year over year basis.
While total unique visitors to the pure play and terrestrial internet radio sites that we
track had grown at a compounded rate of 9.3% a month from 15 million in January
2005 to over 62 million in May 2006, traffic has essentially stagnated at around 6062 million since then. For the pure play internet radio sites, traffic seemed to hit a
wall after reaching a recent peak of 41 million in June 2006 and then proceeded to
endure difficult comps within a year. Interestingly, this coincided with acceleration
in traffic for the terrestrial operators’ sites. During that stretch, the pure play’s share
of internet radio traffic drifted down from about 65% to 55%, while the terrestrial’s
share grew from 35% to 45% despite total unique visitors staying flat.
While we had expressed concern that the terrestrial operators’ sites were on the verge
of facing increasingly difficult comparisons as we head deeper into 2008, we are
encouraged by the growth in traffic since September (despite what we believe
amounts to a seasonal dip over the last two months). We believe unique visitors to
the terrestrial operators’ sites could continue to demonstrate sequential and year over
year growth in 2008.
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Terrestrial Radio’s Share of Unique Visitors Up to 45%
With growth in traffic for the terrestrial radio operators’ sites overcoming declines at
the pure play internet radio sites, the terrestrial group’s share of internet traffic grew
120 basis points to 45%, the highest share yet achieved. Meanwhile, the pure play
sites dipped to 55%.
Figure 4: Share of Unique Visitors, Internet Radio vs. Terrestrial Radio Feb. ‘07–Feb. ‘08
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Source: CommScore Media Metrix and JPMorgan calculations.
Note: Terrestrial radio operators online include Beasley Broadcasting, CCU, CBS Radio & Last.fm, CDL, CXR, Educational Media
Foundation, ETM, EMMS, Greater Media, Maranatha Broadcasting, Midwest Communications, NPR , Radio Disney, Radio One,
Regent Communications, and Spanish Broadcasting, as well as the individual website metrics for wbal (HTV), wgn (TRB), and wtmx
(Bonneville). Internet radio providers include, AOL Radio, Yahoo! Music, MSN Radio, Pandora.com, windowsmedia.com music,
LIVE365.com, Accuradio, accutunes, 181.fm, Lucksysevenradio.com, orsradio.com, Sky.fm, 1club.fm, di.fm, rock.com, 1.fm,
gotradio.com, and broadcasturban.net. Also, BigRRadio, getnetradio.com, myclubradio.com, social.com, and 202online.com were
included in all months until July 2007, June 2007, June 2007, Dec 2007, and May 2007 respectively, when comScore stopped
reporting their metrics.

We expect the terrestrial operators to continue to build-out their presence in Internet
radio over the next several years. This could help supplement declining traditional
radio audiences, especially at home and at work, where AQH 25-54 ratings have
declined 2.0% and 2.6% annually since 1999.

Breakdown of the Individual Internet Radio Sites: Feb 2008
CBS, Last.fm, and CDL Drive 4% Growth for the Terrestrial Operators
Driven largely, we believe, by CBS’ recent decision to open up Last.fm to free
streaming supported by advertising, Last.fm spearheaded the gains with almost 40%
growth to 1.9m unique visitors, the highest in its history. In tandem, CBS Radio’s
sites themselves contributed to the gains with over 7% growth, while Citadel, which
has recently secured a consistent Top 10 spot in terms of share of total unique
visitors to internet radio, was up about 15%. Offsetting these gains, in part, were a
9% drop in traffic to NPR's sites following record traffic last month and almost a 1%
dip for CCU, which still maintains the No. 2 spot with close to 18% share of traffic.
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Table 2: Unique Visitors to Terrestrial Radio Operators’ Websites, Feb. 2008 vs. Jan. 2008
Unique visitors in thousands
Jan 08
10,865
3,509
3,888
1,350
1,607
957
859
700
772
575
285
200
200
188
182
131
115
56
88
92
26,618

Clear Channel Online
CBS Radio
NPR and Member Stations
Last.fm
Citadel Broadcasting Corporation
Radio One
Entercom Communications Corporation
Cox Broadcast
Emmis Communications Corp.
Radio Disney
Greater Media Sites
Spanish Broadcasting
Beasley Broadcasting
air1.com (Educational Media Found.)
Maranatha Broadcasting Company
Regent Communications
Midwest Communications, Inc.
wgnradio.com (Tribune)
wtmx.com (Bonneville)
wbal.com (HTV)
Subtotal

Feb 08
10,782
3,759
3,552
1,878
1,846
972
737
840
900
569
334
222
206
133
293
206
132
146
28
92
27,628

Sequential Growth
(0.8%)
7.1%
(8.7%)
39.1%
14.9%
1.6%
(14.1%)
20.0%
16.5%
(1.0%)
17.2%
11.3%
3.0%
(29.1%)
60.9%
57.3%
15.0%
159.6%
(67.9%)
(0.2%)
3.8%

Source: CommScore Media Metrix and JPMorgan calculations.

Declines at Live 365 and windowsmedia.com Offset Pandora’s Gains
Driven by declines for both Live 365 and Windowsmedia.com, which were down
roughly 14% and 6%, respectively, all but six of the pure play internet radio sites we
follow posted declines this month. Leading the gains, however, was Pandora, which
grew its unique visitors 2% to 3.7 million unique visitors, roughly 6% below the
record traffic levels achieved last December.
Table 3: Unique Visitors to Pure Play Internet Radio's Websites, Feb. 2008 vs. Jan. 2008
Unique visitors in thousands
Yahoo! Music
Windowsmedia.com Music
Pandora.com
AOL Radio
LIVE365.COM
Luckysevenradio.com
181.fm
1.fm
1club.fm
Accuradio
gotradio.com
broadcasturban.net
rock.com
accutunes.com
Sky.fm
di.fm
orsradio.com
Subtotal

Jan 08
19,931
4,171
3,662
3,145
772
414
299
192
285
117
164
116
117
107
128
99
42
33,760

Feb 08
19,953
3,900
3,722
3,129
662
354
257
232
306
102
281
144
103
76
75
61
62
33,420

Sequential Growth
0.1%
(6.5%)
1.6%
(0.5%)
(14.3%)
(14.4%)
(14.0%)
20.7%
7.5%
(12.9%)
71.5%
24.1%
(12.3%)
(28.8%)
(41.0%)
(38.2%)
47.5%
(1.0%)

Source: CommScore Media Metrix and JPMorgan calculations.
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INTRODUCTION

Welcome to the July 2009 edition of
ZenithOptimedia's Advertising Expenditure
Forecasts.
We have revised downwards our forecast for ad
expenditure growth in 2009 to -8.5%, from our
April prediction of -6.9%, after Q1 came in below
our predictions. Faced with extreme uncertainty,
advertisers in most sectors planned for the worst
and cut their costs in anticipation of steep drops in
revenue. In uncertain times advertising is often
treated as a discretionary expense and cut early,
despite much research that shows companies
maintaining their ad expenditure in a recession
come out of it stronger than those that do not.
The early predictions of steep revenue decline have
been realised in some sectors (notably finance,
automotive and business travel), but in not in
others (such as retail and fast-moving consumer
goods, and value products in general). For all
sectors the shape of the rest of the year is becoming
clearer. Q2 was not quite as tough as Q1, and we
have held our expectations for the rest of the year
steady, as signs emerge that the downturn is
approaching its nadir. The downturn started in Q3
2008, so from now on year-on-year comparisons
will start to get a lot easier.
Not every market is in decline this year. Of the 79
markets we cover, 25 are still growing. Many of
these are small, young markets, but they also
include heavyweights like China and India. We
forecast China to grow 5.4% this year, overtaking
the UK to become the world's fourth-largest ad
market, while India grows 7.7% and overtakes
Norway, Mexico and the Netherlands to become
the 14th largest.
Internet advertising has held up even better than
we predicted three months ago. Its familiar virtues
of transparency, accountability and flexibility have
proved even more attractive in a recession than
ever. We forecast internet ad expenditure to grow
10.1% globally in 2009, ahead of our 8.6%
prediction in April. By 2011 we expect it to account
for 15.1% of all ad expenditure, up from 10.5% in

2008. Most of this growth will come from paid
search, which is an ideal method of reaching
consumers looking for bargains. In the US we
predict search advertising to grow 20.0% in 2009,
while traditional display grows 3.0% and classified
grows just 1.8%. Microsoft's launch of its new
search engine - Bing - provides welcome
competition to Google and should spur further
innovation in search.
The internet is the only medium we expect to grow
in 2009. Among the other media, we forecast
television, cinema and outdoor to decline by less
than the market as a whole, shrinking by 7.1%,
4.8% and 7.0% respectively. Some advertisers,
particularly in the fast-moving consumer goods
sector, are taking advantage of cheap television
and increasing their volumes, targeting higher
market share. Cinema often does relatively well in
a recession, providing consumers with escapist
entertainment. Digital billboards and other nontraditional forms of outdoor are attracting budgets
from other media by offering new types of eyecatching display.
Newspaper advertising peaked at US$131 billion in
2007 and has fallen ever since. We predict
newspaper ad expenditure to shrink 14.7% in 2009
and to continue shrinking for the rest of our
forecast period. In 2011 we forecast newspaper ad
expenditure will total US$101 billion, 22.7% below
its 2007 peak. Magazines face an even tougher time
this year as luxury advertisers cut back severely:
we forecast a 16.7% decline in magazine
advertising in 2009. But their long-term prospects
are brighter than those of newspapers, since the
experience of reading a magazine is less easy to
replicate on the internet. We predict that magazine
advertising will return to 1.5% growth in 2011,
reaching US$46 billion, 22.4% below its own 2007
peak.
The return to growth in 2010 and 2011 will bring
no end to the pain of many big media owners.
New technologies are reducing entry costs,
providing a lot of new competition for the
established players. Television networks are losing
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viewers to digital channels and video websites;
newspaper websites are losing readers to bloggers;
radio stations are losing listeners to podcasts; and

so on. Competition for consumers' attention, and
the ad revenue that comes with it, will only get
more intense as the world economy recovers.

Share of total adspend by medium 2007-2011 (%)
Newspapers
Magazines
Television
Radio
Cinema
Outdoor
Internet

2

2007

2008

2009

2010

2011

26.9
12.2
37.3
8.0
0.5
6.5
8.7

25.1
11.6
38.0
7.7
0.5
6.7
10.5

23.4
10.5
38.6
7.6
0.5
6.8
12.6

22.2
9.9
39.3
7.4
0.5
6.9
13.8

21.2
9.7
39.2
7.2
0.6
7.0
15.1
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Methodology and some notes on the figures
ZenithOptimedia is principally a media agency; we
have offices that plan and buy media campaigns in
every country we forecast. They provide us with
historical ad expenditure figures from the source
or sources in their country they judge to be the
most reliable. We encourage them to supply us
with figures that are as net as possible - that is,
they take the discounts negotiated between agency
and media owner into account, and exclude agency
commission and production costs - but sometimes
we have to use gross figures, which do not take
discounts into account.
The net figures are generally compiled by an
independent body that conducts a survey of
advertisers, advertising agencies or media owners.
This body will almost certainly respect the
confidentiality of each respondent and only
publish aggregate figures for each medium. Net
figures are not available in some markets,
generally the small ones. Gross figures are
generally estimated by agencies that monitor the
volume of advertising in sample members of each
medium, and match each ad with the public
'ratecard' price of the space or time it occupies.
These figures are less accurate than the net figures,
but are useful because they can be broken down by
advertiser, category and media owner.
Our offices then provide us with their forecasts for
the next three years of growth. These are not top-

down, modelled forecasts; instead, experts in each
medium provide forecasts based on their
knowledge of local market conditions, the
spending plans of their clients, and the campaigns
run by their competitors.
Note that when we provide figures for top
advertisers or categories in a market, these figures
will always be gross. If discounts are high, then the
gross expenditure from the top ten categories - and
sometimes even top ten advertisers - can exceed
total net ad expenditure in that market.
Figures that we quote in current prices are
unadjusted, nominal figures. Figures that are in
constant prices are adjusted for consumer price
inflation; this allows us to compare growth rates in
countries with different rates of inflation.
We normally convert local-currency figures into
US dollars at the average exchange rate for 2008.
However, some countries have currencies that
have changed very rapidly in value against the
dollar, and applying a single exchange rate to their
advertising expenditure figures can produce
absurd results. In these cases we convert figures
for each year at that year's average annual
exchange rate. For our forecasts, we assume that
currencies depreciate against the dollar at the rate
of inflation. We do not normally apply different
exchange rates to different years since currency
fluctuations can obscure the underlying trends in
ad expenditure.
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In the first quarter of 2009, US GDP deteriorated
for the third consecutive quarter, decreasing at an
annual rate of 5.5%. This was largely on account of
businesses slashing their capital investments and
inventories to cut costs, after supplies had built up
following a rapid decrease in personal
consumption. The DJIA increased 4.1% in May, but
was still 32.7% below the level seen during the
same time period a year ago. While the acute
banking-crisis-related downturn following Lehman
Brothers' bankruptcy is likely over, the economy
remains weak, especially in the automotive and
financial sectors. Chrysler filed for bankruptcy in
April, becoming the first major automaker to do so
since Studebaker in 1933. The United Automobile
Workers took control of the company with the
United States government and the Italian
automaker Fiat as junior partners. Chrysler has
already begun to improve, and hopes are that
General Motors, which filed for bankruptcy
protection on June 1, will follow in its footsteps,
coming out as a smaller and better-run company
with a more fuel-efficient fleet. GM and Citigroup
have been replaced in the DJIA by Cisco Systems
and Travelers Co. respectively. If Citi's
restructuring is successful, it may once again have
a place in the DJIA, but currently the government
still owns over a third of the financial giant. The
banking sector as a whole, especially smaller
banks, remains under pressure from the credit
crisis, as real estate loans go bad and banks are
faced with mounting losses. The larger banks,
however, especially the 19 that underwent stress

tests, seem to be recovering, with most being
profitable in the first quarter.
Consumer confidence, which had dropped to alltime lows in the fourth quarter, rose significantly
in April and May, standing at 40.8 and 54.9
respectively, from the February low of 25.0. It now
stands at its highest level in eight months. The new
Presidential administration seems to have helped
lift spirits, and although consumers are still
pessimistic by historical standards, they now
expect the job market, business conditions and
their incomes to improve in the upcoming months.
Housing starts of 532,000 in May rose 17.2% from
April, but were a staggering 45.2% below May
2008's estimate. The month-on-month increase was
higher than expected, but the home construction
industry still remains in the doldrums. Builders are
starting few new projects, since the supply of
existing housing is now so far above demand that
it is overwhelming the market. The unexpected rise
in May could add to the already existing inventory
of unsold homes. Tighter lending standards, rising
mortgage rates and a dismal employment market
will continue to slow the recovery.
In May the Federal Reserve kept its benchmark
rate at a target range of zero to 0.25%. The central
bank maintained its existing policies of buying up
debt in the public and private sector. Normally,
this would be highly inflationary, as banks would
increase loans and drive up demand, ergo, driving
up prices. However, wary of the economic
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downturn and the ongoing credit crisis, banks are
reluctant to lend out their reserves. Core inflation,
which excludes volatile food and energy prices,
increased 0.3% in April, the largest increase since
June 2008, and is up 1.9% over April 2008. Fed
officials expect inflation to remain subdued and
acknowledge that it could remain at rates that are
not beneficial to economic growth and price
stability in the long term. However, deflation has
not yet taken hold of the US economy as it did in
Japan in the late 1990s after the country had gone
through a banking crisis meltdown.
Consumer spending experienced an unexpected
increase in the first quarter of 2009, climbing 1.5%.
In April, however, it fell 0.1%. Consumer spending
makes up around 70% of economic activity and
plays a major role in shaping the overall economy.
Retail sales experienced a slight increase in May at
0.5% from April, but are 9.6% below May 2008.
While only US$50 billion of the government's
US$787 billion stimulus package has made its way
into the system, it may be a contributing factor in
consumer income rising at a seasonally-adjusted
rate of 0.5% in April compared to March.
However, consumers are not investing that money
back into the economy. The savings rate has
reached 5.7%, the highest since 1995, and the level
of savings (US$620 billion) is the highest in 50
years. While this is good for the economy in the
long term, in the short term it is harmful because
these dollars are not being spent, which has
restrained prices and has amplified worries of
deflation.
The unemployment rate rose to 9.4% in May, as
345,000 jobs were lost. While unemployment is
worsening, it is at a slower rate than before,
indicating a slowing recession. The severity and
breadth of job losses has affected all industries,
with the exception of education and healthcare.
The steepest job losses remain in manufacturing,
while losses in construction and professional
services moderated. About 14.5 million Americans
were unemployed for the month, with 7 million
people becoming jobless since the start of the
recession.
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As the Fed continued throughout the first quarter
to inject large amounts of capital and liquidity into
the public and private sectors, money supply
increased sharply. In April 2009, M1 increased an
additional 1.9% over March and stood 15.9%
higher than it was at the same time last year.
We continue to monitor all these changes in the
economy and their effect on our advertising
forecasts.
Advertising expenditure declined in the first
quarter of 2009 by 14.2% compared to the same
time last year, as reported by TNS Media
Intelligence. The current economic conditions are

AD SPEND BY MEDIA JAN-MAR 2008-2009
MEDIA
NETWORK TV
SPOT TV
SLN TV
CABLE TV
SYNDICATION
TV TOTAL
MAGAZINES
SUNDAY MAGS
LOCAL MAG
HISPANIC MAGS
B-TO-B
MAGAZINE TOTAL
NATL NEWSP
NEWSPAPER
HISPANIC NEWSP
NEWSPAPER TOTAL
NETWORK RADIO
NAT SPOT RADIO
RADIO TOTAL
INTERNET TOTAL
OUTDOOR TOTAL
GRAND TOTAL

JAN-MAR 2008 JAN-MAR 2009
($000)
($000)
$6,107,599
$5,852,434
$3,973,021
$2,875,815
$740,281
$668,376
$4,297,854
$4,177,468
$1,097,455
$1,099,524
$16,216,211
$14,673,618
$5,246,530
$488,720
$108,626
$21,525
$1,030,913
$6,896,313

$4,184,880
$372,765
$75,085
$12,732
$763,096
$5,408,558

$759,616
$5,140,452
$77,270
$5,977,339

$543,217
$3,848,159
$58,675
$4,450,051

$235,735
$471,521
$707,256

$209,328
$314,140
$523,468

$2,479,863
$875,798
$33,152,780

$2,681,228
$723,486
$28,460,409

Source: TNS Media Intelligence 01.08-03.08, 01.09-03.09
Note: Spending does not include PSAs

% CHANGE
2009 VS. 2008
-4.2%
-27.6%
-9.7%
-2.8%
0.2%
-9.5%
-20.2%
-23.7%
-30.9%
-40.8%
-26.0%
-21.6%
-28.5%
-25.1%
-24.1%
-25.6%
-11.2%
-33.4%
-26.0%
8.1%
-17.4%
-14.2%
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clearly playing a role as declines were felt across
all media with the exception of internet (+8.1%)
and syndication (+0.2%). There were significant
decreases in spot TV (-27.6%), radio (-26.0%),
newspapers (-25.6%), magazines (-21.6%) and
outdoor (-17.4%).
Advertising expenditures for the top ten adspending industries decreased (-13.4%), slightly
less than the market as a whole (-14.2%). Much of
this decrease was caused by the top two industries,
retail (-20.4%) and automotive (-26.0%), having to
drastically cut advertising spend in the wake of the
consumer pullback. Automakers in particular are
reporting steep declines in the midst of the
economic turmoil and the recent bankruptcies of
Chrysler and General Motors. Many other top ten
ad-spending industries showed declines, with the
insurance (-20.5%) and financial (-18.1%) industries
being hit especially hard. Two industries communications (4.1%) and restaurants (3.7%) showed some positive first quarter growth. The
communications industry remains strong through
the economic downturn as competition has
increased among carriers for unlimited, fixed-rate
calling plans, in addition to high-profile campaigns
for competing smartphones. The restaurant
industry has seen a boost in ad dollars as well, as
many eateries are promoting value and
introducing new products to attract consumers.
Altogether, ad expenditure among the top ten
industries in the first quarter of 2009 made up
62.3% of total US advertising spend.

Given the continued period of economic turmoil
and uncertainty, and our knowledge of advertiser
plans for the upcoming season, we are projecting
an overall decline for major media advertising in
2009 of 10.6%, downgraded from our April forecast
of an 8.7% decline. The absence of the Olympics
and elections in 2009, coupled with an ailing
economy, will contribute to the decline in
advertising expenditures. Our biggest 2009
decreases remain in the local arena and there will
be double-digit declines in radio (-14.4%),
newspapers (-20.0%) and spot TV (-14.0%). The
magazine industry is also experiencing large losses
in revenue for 2009 with a projected decrease of
18.2%. These media are all hard hit by automotive,
retail and financial cutbacks. However, some
marketers are using this period of economic
downturn to boost their share of market as their
competitors cut their budgets. We are seeing this in
the CPG category, particularly in network TV.
However, their CPPs are less than the
automotives', meaning the networks are still taking
a hit. Marketing services remain unchanged from
our last forecast: a 2.3% decrease. Our 2010
advertising projections have also been revised,
now showing a decline of 2.7% in overall
advertising expenditures, compared to the 1.7%
decline from our April forecast. We are forecasting
2011 overall advertising expenditures to grow
1.4%.

Network TV
As the economy remains in turmoil, advertisers are
looking for more cost-efficient
alternatives to network TV.
Zenith estimates that network
TOP TEN SPENDERS BY INDUSTRY, JAN-MAR 2009 VS JAN-MAR 2008
TV advertising spend in 2009
Ranked By 2009 Spending
JAN-MAR 2008 JAN-MAR 2009
2008 RANK 2009 RANK
INDUSTRY
% CHANGE
will decrease 8.0%, will remain
($000)
($000)
3
1
MEDIA & ADVERTISING
$2,435,829
$2,213,429
-9.1%
flat in 2010 and will decrease
2
2
RETAIL
$2,610,657
$2,078,556
-20.4%
7
3
COMMUNICATIONS
$1,893,973
$1,972,206
4.1%
4.0% in 2011. Already, year-on1
4
AUTOMOTIVE, AUTOMOTIVE ACCESS & EQUIP
$2,646,746
$1,959,806
-26.0%
5
5
MEDICINES & PROPRIETARY REMEDIES
$2,058,460
$1,953,356
-5.1%
year unit pricing has been
4
6
FINANCIAL
$2,303,887
$1,885,856
-18.1%
6
7
DIRECT RESPONSE COMPANIES
$1,970,369
$1,624,493
-17.6%
challenged as ratings continue
8
8
MISC SERVICES & AMUSEMENTS
$1,890,036
$1,620,316
-14.3%
10
9
RESTAURANTS
$1,261,407
$1,307,895
3.7%
to pace down year-on-year and
9
10
INSURANCE & REAL ESTATE
$1,416,104
$1,126,315
-20.5%
TOP TEN TOTAL
$20,487,469
$17,742,227
-13.4%
Zenith is expecting CPM
GRAND TOTAL
$33,152,780
$28,460,219
-14.2%
Source: TNS Media Intelligence 01.08-03.08, 01.09-03.09
rollbacks as well. Spending
Note: Spending does not include PSAs
will be down in the summer
months with the lack of

177

ADVERTISING EXPENDITURE FORECASTS - JULY 2009

UNITED STATES OF AMERICA

Olympics, while the fall is not expected to fare
much better, as these months mark the end of
many clients' fiscal years, in which there is intense
pressure on spending. As advertisers look for more
cost-efficient alternatives that get them more for
their buck, spending will move towards
alternatives to network, especially alternatives to
network prime, including cable and unwired
networks comprised of local affiliates, which are
guaranteed on the same metric as network TV.
There will continue to be pressure to advertise in
events with sustaining packages. The sports
industry in particular is under a great deal of
pressure to replace automobiles in these packages,
as networks like Disney's ESPN have financially
felt the impact of the economic downturn. With the
abundance of sports GRPs in the fourth quarter,
packaging is especially likely, and CPMs will be
discounted if long-term deals are a consideration.
Network late night will continue to be challenged
by cable, and with George Lopez entering the latenight contest with an 11pm show on TBS, the
competition for the younger, multicultural
audience will become even more intense. Network
news will suffer further as it is no longer a
destination daypart with the availability of news
24-hours a day on news networks like CNN and
the internet. The signature weekday morning
shows will retain their place on account of the lack
of competition, but as the lifestyle of women
evolves, viewing by this core target will continue
to decline. Daytime programming will be
challenged further, as evidenced by the fact that
P&G is no longer producing One Life to Live. As
viewers of this daypart continue to get older, there
will be pressure on advertisers to look for efficient
alternatives.
Networks have realized that they are in a difficult
business environment and are thus cutting back on
production costs. The end result will be less
compelling content, more repeats, less original
programming and stripping programmes in prime,
such as Jay Leno.
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Cable TV
Zenith expects cable spend to remain flat in 2009,
with a 5.0% rise in 2010 and flat spending in 2011.
Clients continue to shift their dollars from network
to cable, with cable offering original primetime
programming, niche targets and secure lower
pricing. The cable networks are now amassing
large audiences, in some instances delivering
ratings comparable to the broadcast networks
during the summer, when cable counterprogrammes originals against network repeats and
reality fare. While cable networks are still
producing fewer originals than their broadcast
counterparts, they have two sources of revenue:
from subscribers and ad sales. They also
programme a good many off-network-acquired
shows before these go into syndication. For the
most part, ratings for these programmes are still
lower than original airings, and tend to run outside
of prime and have multiple airings the same day.
For this reason, just as marketers are looking for a
replacement to network, they are also beginning to
look for a replacement to cable. Unwired networks
could provide an efficient option, such as the
prime extension offered by ITN. For some
networks, the increased supply will put pressure
on pricing. Advertisers do not want to pay more
for less, and with the greater supply cable offers,
unit rates can come down.
DRTV has also increased significantly in the first
half of 2009, with the number of businesses using
DRTV having risen 10% over last year. This
medium is well-suited for hard times. The cost of
television time has fallen from years past and
unemployed consumers are now spending more
time at home watching television.
As multicultural markets, specifically AfricanAmericans and Hispanics, become increasingly
important commodities for advertisers, cable
networks that reach these audiences better than
network prime will tout this. Tyler Perry on TBS,
for instance, has a rating of 6.6 for AfricanAmerican households, compared to 1.3 for all US
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households. Turner will even guarantee Tyler Perry
on African-American ratings. Also, since music is
universal in appeal, music networks like MTV will
be good vehicles for reaching multicultural
audiences.
Spot TV
We expect spot TV advertising spend to decrease
14.0% in 2009, unchanged from our previous
estimate. Spend is predicted to decline another
6.0% in 2010 and remain flat in 2011. The
slowdown in the economy has seen local
automotive spend drop 50.0% versus a year ago,
while the retail, dining and entertainment
categories are also experiencing dramatic losses.
These changes are causing local TV to be extremely
negotiable. The banking and finance category
remains off as well, and many stations are finding
it difficult to secure local sponsors for sports
properties. These categories were the top five
spenders in the local marketplace, and with their
fall-off, stations are finding themselves with more
unsold units than ever before.
Syndication TV
Zenith is predicting a decrease of 2.0% in
advertising expenditures in 2009, flat spending in
2010 and a 1.0% decrease in 2011. Signature
programs like Oprah and Ellen will continue to do
well in syndication. With spot pricing remaining
favorable, advertisers will likely look for
opportunities such as buying in off-network
sitcoms on cable (e.g. How I Met Your Mother on
Lifetime) and not pay a premium price by buying
from syndicators. Station clearances for syndicated
programmes will be tough to obtain as stations do
not have the cash. Going forward, if more
syndication sales are all-barter, time periods will
evolve throughout the year, such as Tyra Banks
now airing on WB affiliates. Advertisers must be
nimble enough to take advantage of all options,
with the strategy of moving money from venue to
venue as opportunities arise. With the 09/10
market yet to unfold, we know that many
categories are still challenged and they will in all
likelihood not be replaced by new categories. Even
the CPG

category will be challenged by store brands as
cash-strapped consumers look to cut costs. While
many clients are taking a conservative approach to
the marketplace, thinking opportunities will
always exist, it is perhaps best for them to seize
opportunities and negotiate better CPMs,
flexibility, demand more added value and
customized research metrics from the partner
vendor.
Radio
As a whole, radio is down, and this downward
trend is expected to continue, with radio falling
14.4% in 2009, 5.6% in 2010 and remaining flat in
2011. Of the two radio media, network radio is
definitely the healthier, but it is still in a precarious
position compared to a year ago. Categories that
were once strong, such as retail and automotive,
have cut spending in network radio, although the
marketplace has been helped tremendously by
increased spend from "big-box" stores such as
Home Depot. This is largely because network radio
vendors can provide better copy-splitting
capabilities, which is key for this category. More
advertisers are noticing this and are shifting their
dollars away from local.
Radio has shown agility in this economic climate
by adjusting the format of its programming,
particularly when it comes to all-news, and this
could translate into an opportunity to attract
advertisers with positive ROI. News-only stations,
for instance, had a 9.2% increase in listenership
compared to first quarter last year.
Local radio has suffered more than network, and
while internet radio (included in our online
forecasts) is up, new venues such as satellite radio
and HD radio have suffered setbacks from the
recession. Although Liberty Media's recent loan to
Sirius/XM helped save the newly merged satellite
radio company from filing Chapter 11, we still
expect the company to stagnate as the buzz has
slowed and the fractured audience (150+ channels
among 18 million subscribers) remains difficult to
measure.
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Consumer magazines
Consumer magazine advertising spend is being
revised primarily due to the current economic
conditions. Final 2008 numbers showed revenue
down 8.0% in 2008, and we are forecasting a
continued decline of 18.0% in 2009. In 2010 we are
forecasting an additional 10.0% decrease, and we
expect spend in 2011 to remain flat. Through yearend 2008, magazine reported revenue declined by
roughly 7.8%, while ad pages slipped 11.7% over
2007. Although 335 new magazines were launched
in 2008, primarily within the health (31 new titles),
regional (24 new titles), and food categories (17
new titles), more than 500 publications have folded
in the past year, with regional magazines suffering
from the most losses at 33 titles. The travel
category saw 18 publications fold, with the home
and automotive categories both closing 17 each.
Since the last report, notable publications that have
folded include Blender, Condé Nast Portfolio, and
Nickelodeon Magazine. Another 13 titles now live
exclusively online, including PC Magazine and
Information Security.
Q1 2009 spending has been significantly down
across the board, with automotive dollars down
26%. Retail and insurance have also slipped in the
first quarter, both down 20% in spending. The
double-digit cost increases of paper and postage
incurred this year, along with dollars continuing to
move online, have placed greater financial
pressures on the publishing industry. These, along
with limited space for magazine sales and
wholesalers' reluctance to distribute new
publications, are some reasons there has been a
lack of support for new publications. Publishers
are making proactive decisions to reduce
frequency and rate-base as a way of cutting costs
and ensuring circulation guarantees are being met.
Another noticeable trend is that publications are
making a conscious effort to enhance and improve
their digital extensions, rightfully so in this
economic climate. In addition to advertisers'
constantly challenging publications for integrated,
multi-platform programmes, these efforts are also
due to the rising overhead expenses associated
with the print version. Publishers
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recognise the brand equity, and are capitalising on
it to create alternative revenue sources. In positive
news, magazine readership is up - the total print
audience is growing at a healthy 3.2%, with the
business category increasing 8.0%, shelter 4.0% and
fashion 3.5%. With ad paging down, advertisers
are receiving more eyeballs in a less cluttered
environment. With Q2 2009 paging down an
estimated 23%, this will be a difficult year for
magazines.
Business-to-business magazines
Business-to-business publications continue to be
affected by the shift of dollars to online, as well as
the postage and paper cost increases they face. We
are projecting a reduction in advertising spend,
with a 19% decrease in 2009 as well as an
additional 11% decrease in 2010. Advertising
spend for 2011 is expected to remain flat. From the
user standpoint, digital publications are seen as a
more convenient, environmentally-friendly way to
find information, specifically with text-based
search options. Speciality print publications are
continuing to fold and some are moving forward
as a digital brand only, which has also greatly
reduced costs and overhead.
Newspapers
Newspaper advertising has been greatly affected
by the recession, which has intensified advertisers'
move towards free and lower-cost-alternatives,
such as the internet. Newspaper advertising spend
is expected to fall a drastic 20.0% in 2009, a
revision of our April forecast of a decrease of
15.0%. It is then expected to fall 11.0% and 7.0% in
2010 and 2011 respectively. Huge declines in ad
revenue and their outdated business models have
made many major newspapers file for Chapter 11
bankruptcy protection, with the most recent being
the Sun-Times Media Group in March 2009. This
group publishes the Chicago Sun-Times in addition
to more than 50 community newspapers. Shifts are
occurring in the newspaper industry to reduce
costs, which will result in drastic permanent
changes. Newspapers are reducing their frequency,
no longer publishing "daily" copies. The Detroit Free
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Press cut home delivery during days with low
circulations (Mondays, Tuesdays, Wednesdays and
Saturdays). Eventually more newspapers will
likely cut home delivery to the high readership
days of Thursdays, Fridays and Sundays. The
number of newspapers in the market is being
reduced as multi-paper cities are at risk of losing
one or more of their publications. Already, The
Rocky Mountain News and The Tuscon Citizen have
closed their doors, leaving Denver and Tuscon
with one major paper each. The trend towards
digital is being embraced by many major
newspapers, such as The Seattle Post Intelligencer,
which has ceased its print operations. Digital has
allowed subscribers to print pages, search for
content, change print size and utilise other
features. These digital editions are an exact copy of
the previously printed newspaper, with some
newspapers including ads. Because of this trend
towards digital, new distribution technologies will
emerge, including electronic readers such as the
Kindle DX, Plastic Logic and the Sony Reader.
Several large newspapers, including The New York
Times, the Wall Street Journal and the Washington
Post, are offering the US$489 Kindle DX to
subscribers at a reduced price for a long-time
commitment. These devices offer the same "reader
experience" of hard copy paper while showing
streaming video and other digital features. They
are also a more-conducive format for display
advertising. One last trend for newspaper
companies is that they have restructured
themselves into media companies (Tribune 365,
NBC Local), consolidating their local print precuts
with online, radio, TV, OOH and digital.
Internet
As marketers continue to rebalance their overall
advertising budgets, we see a greater share going
towards online, as people are spending more and
more time there. In May 2009, the average internet
user spent seven minutes more online per day than
in May 2008, according to comScore. Overall, we
are projecting internet advertising to increase
12.6% in 2009, 13.0% in 2010 and 18.2% in 2011.
This is a more rapid increase than expected in our
April forecasts. In addition to people spending

more time online, the market has seen a huge
decrease in traditional media, led by print, which
has resulted in a shift of ad dollars into interactive
channels. Also, because most marketers find
internet ads more measurable than ads in other
media, the more-measurable tactics are more likely
to survive when budgets are tight. Additionally,
internet ads are more targetable, and that makes
for more efficient spending.
The internet offers the flexibility to respond to
changing advertiser needs and spend, while also
delivering low cost media and aggressive
behavioral, demographic, and regional targeting.
Driving this need is the continued consumer
selectiveness on where and when they make their
online purchases. ComScore recently reported that
62% of US consumers who were decreasing their
shopping expenses were using coupons more often
to do so. In fact, couponing sites showed the
largest month-on-month change in growth with a
32% increase between October and November
2008. Marketers are responding to price and
selection sensitivity with evolved online marketing
programmes designed to stand out from online
competition. Personalised messaging, hyper-local
targeting, time-relevant offers and coupons, search
marketing adoptions, and the evolution of loyalty
programmes are driving online expenditures.
Search will continue to grow, but not at the
rampant pace it has in the past. Cost-per-click
metrics translate to pay for what you get, but
search ceilings may flatten as the market reaches
maturity.
Traditional out of home
Advertising spend is expected to decrease 10.5% in
2009, unchanged from our previous forecast, as
advertisers in the automotive, banking and real
estate sectors cancel long-term contracts. In
combination with the weak economy, the market
has become soft, with advertisers reluctant to
experiment in the OOH venue. OOH will not
suffer as much as other media, since people will
still need to get from place to place, however with
the weak economy, consumers are not driving as
much, meaning the audience will not grow as it
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did in the past. Digital OOH shows potential,
although it faces large obstacles right now, such as
government approvals and software costs. With
digital capabilities, plans are in the works to sell
inventory based on dayparts, with drive-time
costing more. As advertisers reevaluate media
decisions amidst a troubled economy, those that
have not traditionally been big billboard spenders
are becoming more interested in the medium. In
2010, spend is forecast to decrease 5.7% and fall
another 1.3% in 2011.
Non-traditional out of home
Zenith forecasts that advertising expenditures for
non-traditional OOH will decrease 1.1% in 2009,
but grow 3.7% and 10.0% across 2010 and 2011
respectively. OOH companies are drawing
significant funding and have been continuously
signing up networks for their platforms. Placebased and digital OOH is gaining scale and
traction but will remain highly negotiable in 2009.
Vendors will continue to offer deals to entice
advertisers to try their media. Measurement and
scale will continue to hinder the sector as a whole,
while more vendors will package in custom
research to prove themselves. As digital OOH
networks consolidate, it will make this medium
easier to buy for advertisers. In January, CBS
Outernet announced that it would be partnering
with Ripple and SeeSaw Networks, while NBC
rolled out NBC Everywhere with plans to run
networks through IdeaCast and the University
Network. ABC, meanwhile, has an out-of-home
presence at the pump, maintaining partnerships
with Gas Station TV and Pump Top TV. With the
OVAB (Out of Home Video Advertising Bureau)
having introduced standard measurement
guidelines in October, advertisers who prefer
media with a better ROI measurement will be
more likely to use location-based video advertising
and other forms of non-traditional OOH.
Cinema
Zenith expects cinema advertising expenditures to
grow 15.0% year-on-year from 2009 to 2011.
According to the Cinema Advertising Council
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(CAC), total advertising revenue for CAC theatres
- which accounts for 82% of US movie screens grew 5.8% in 2008 to over US$571 million. This
included on-screen cinema advertising, which
accounts for over 90% of cinema advertising
revenue, as well as revenues that come from audio
programming, sampling, special events, concession
promotions and lobby advertising. Marketers are
turning to cinema to increase engagement, impact
and ROI, as cinema has become a regular part of
national and local buys. The box office and ticket
sales were also up in 2008, 16.0% and 17.5%,
respectively. 3-D cinema is taking off, with studios
enjoying that they can charge as much as US$3
more a ticket and with parents enjoying the
cheaper alternative to an amusement park.
Monsters vs. Aliens has already grossed US$195
million, making it the second-highest grossing
movie of 2009 so far (following Star Trek). A major
problem now is that there are not enough giant
screens for all the 3-D movies that are coming to
theatres. For instance, earlier this year, The Jonas
Brothers knocked Coraline out of 3-D theatres after
just three weeks. Imax is working with AMC and
Regal Entertainment Group to provide more giant
screens, with Imax providing the projectors and
screens, and the chains providing the real estate
and renovations. Regal Entertainment Group
recently announced that it is planning to add 1,500
new 3D-capable screens in addition to the 2,000
existing ones. In such a fragmented media
environment, cinema continues to be a way to
reach a higher proportion of multi-tasking and adavoiding consumers. Cinema advertisements have
also been shown to have a recall power two to five
times higher than that of TV. Another key driver in
the growth of cinema advertising has been the
adoption of digital networks for serving ads to
movie screens, which allows marketers to
strategically target specific movies and markets.
Cinema agency National CineMedia (NCM)
estimates that around 90% of their screens are now
on the digital network. Its main competitor,
Screenvision, has screens covering 92% of the
country and representing 48% of the advertising
market. This has increased appeal with new
categories such as retail and CPG.
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Direct mail
Zenith is projecting a decrease in direct mail of
4.6% in 2009; an increase of 2.5% in 2010 and an
increase of 3.1% in 2011. Traditional direct mail
will continue to benefit from follow-up on leads
and inquiries generated online. The majority of this
increase will come from addressed direct mail, as
the increased use of advertising on the internet will
generate a larger volume of addressed mail to
respond to inquiries. For the unaddressed sector of
direct mail, Zenith is projecting a deep fall-off in
use for the remainder of 2009-2011. We anticipate
this segment of the direct mail business
(unidentified solicitation) to be affected by the
continued downturn of the economy and the
increase in costs due to postage hikes.
Telemarketing
Our forecast remains the same for this media
category. Telemarketing has been relatively flat for
2000-2008 and only modest increases are expected
for the remainder of the decade, due to the "do not
call" lists that were mandated by the government
and the monetary penalties associated with
violations. As a result, Zenith continues to forecast
modest growth through 2010 with a 2.0% annual
growth rate during 2009, 1.9% in 2010 and only a
1.0% growth rate in 2011.

Summary
As the recession deepens, no medium has
remained unaffected. Industries that topped the
advertising spend markets a year ago, such as
automotive and retail, are slashing their budgets.
Auto sales continue to fall as the industry is reeling
from the GM and Chrysler bankruptcies. It is
unclear the long-term effects this will have on
advertising budgets, but consumers are changing
their purchasing habits, as we see by the anaemic
consumer spending during the last few months of
2008. 2008 advertising expenditure increased
largely on account of the Olympics and the
Presidential election, but without these two events
in 2009, spending is expected to drop 10.6%
overall, with another slight decline of 2.7% in 2010,
despite the fact that there will be Winter Olympics
in Vancouver. Traditional media are struggling to
reach new consumers and as a result are losing
revenue. Print, in particular, is suffering, with
readership decreasing in the double-digits as
consumers move to cheaper, more convenient
news online. Consumers' media habits are
changing as traditional media are converging into
easily-accessible, on-demand forms. Zenith
predicts that the internet and other emerging
media spending will continue to grow at the
expense of traditional media.
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Share of adspend by medium (%) 2008
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4.1%
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11.4%
New spapers
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Total advertising expenditure in US$ million at current
prices (major media only)
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Year-on-Year % Change
2006 v 2005

2007 v 2006

2008 v 2007

2009 v 2008

Current Constant

Current Constant

Current Constant

Current Constant

2010 v 2009
Current Constant

2011 v 2010
Current Constant

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Prices

Television
Network
National Cable
Spot
Syndication
Total TV

3.5
5.5
7.0
3.0
5.4

0.2
2.2
3.6
-0.3
2.0

-1.0
6.0
-1.0
-1.0
0.6

-3.7
3.1
-3.7
-3.7
-2.1

0.0
6.0
-8.0
6.0
-1.5

-3.7
2.1
-11.4
2.1
-5.1

-8.0
0.0
-14.0
-2.0
-7.9

-7.2
0.9
-13.2
-1.1
-7.0

0.0
5.0
-6.0
0.0
-0.7

0.1
5.1
-5.9
0.1
-0.6

-4.0
0.0
0.0
-1.0
-1.3

-4.7
-0.7
-0.7
-1.7
-2.0

Radio
Network radio
Local radio
Total radio

1.0
1.5
1.5

-2.2
-1.7
-1.7

2.0
1.5
1.5

-0.8
-1.3
-1.3

1.5
-10.0
-9.4

-2.2
-13.3
-12.7

-12.0
-14.5
-14.4

-11.2
-13.7
-13.6

0.0
-6.0
-5.6

0.1
-5.9
-5.5

0.0
0.0
0.0

-0.7
-0.7
-0.7

Magazines
Consumer magazines
Business-to-business magazines
Total magazines

4.0
3.0
3.8

0.7
-0.3
0.5

4.6
0.0
3.6

1.7
-2.7
0.7

-8.0
-8.0
-8.0

-11.4
-11.4
-11.4

-18.0
-19.0
-18.2

-17.3
-18.3
-17.5

-10.0
-11.0
-10.2

-9.9
-10.9
-10.1

0.0
0.0
0.0

-0.7
-0.7
-0.7

Newspapers

2.5

-0.7

-3.0

-5.7

-12.0

-15.2

-20.0

-19.3

-11.0

-10.9

-7.0

-7.6

Outdoor
Billboards
Other out-of-home
Total outdoor

6.0
15.0
10.8

2.7
11.4
7.3

6.0
15.0
11.0

3.1
11.8
7.9

-1.0
3.0
1.3

-4.6
-0.8
-2.4

-10.5
-1.1
-5.0

-9.7
-0.2
-4.2

-5.7
3.7
0.0

-5.6
3.8
0.1

-1.3
10.0
5.8

-1.9
9.2
5.1

Internet
Display
Internet video/rich media
Classified
Paid search
Internet radio
Podcast
Other
Total internet

25.0

21.1

30.6
7.8
36.1
33.1
20.2
29.0

27.0
4.8
32.3
29.5
16.9
25.5

15.0
40.5
15.0
22.0
15.0
15.0
21.1

10.8
35.3
10.8
17.5
10.8
10.8
16.7

3.0
19.0
1.8
20.0
15.0
11.9
13.6
12.6

3.9
20.1
2.7
21.1
16.0
12.9
14.6
13.6

5.3
19.5
5.6
15.6
9.7
10.6
19.6
13.0

5.4
19.6
5.7
15.8
9.8
10.7
19.7
13.1

10.0
20.0
8.0
18.0
15.0
15.0
40.0
18.2

9.2
19.2
7.2
17.2
14.2
14.2
39.0
17.4

Cinema

15.0

11.4

15.1

11.9

14.9

10.7

15.0

16.0

15.0

15.1

15.0

14.2

5.2

1.9

2.5

-0.3

-4.1

-7.6

-10.6

-9.8

-2.7

-2.6

1.4

0.7

5.7
-8.3
3.2

2.4
-11.2
-0.1

6.0
-9.4
3.5

3.1
-11.9
0.7

4.5
-3.9
3.3

0.7
-7.4
-0.5

-4.4
-6.0
-4.6

-3.5
-5.1
-3.7

3.0
-1.0
2.5

3.1
-0.9
2.6

3.5
0.0
3.1

2.8
-0.7
2.3

Telemarketing

0.0

-3.2

1.8

-1.0

2.0

-1.8

2.0

2.9

1.9

2.0

1.0

0.3

Sales promotion
Sales promotion (consumer)
Sales promotion (business)
Total sales promotion

3.8
4.0
3.9

0.5
0.7
0.6

3.9
3.7
3.8

1.0
0.9
0.9

1.5
-0.9
0.3

-2.2
-4.5
-3.4

0.4
-6.3
-2.9

1.3
-5.4
-2.0

-4.0
-3.4
-3.7

-3.9
-3.3
-3.6

3.4
4.5
3.9

2.7
3.8
3.2

Public relations

13.9

10.3

11.8

8.7

7.3

3.4

3.0

3.9

1.7

1.8

8.8

8.0

Event sponsorship

10.5

7.0

11.6

8.5

22.9

18.4

-1.1

-0.2

-2.4

-2.3

10.7

9.9

TOTAL MARKETING SERVICES

3.2

0.0

3.6

0.8

2.5

-1.3

-2.3

-1.4

-1.0

-0.9

3.3

2.6

GRAND TOTAL

4.1

0.8

3.1

0.3

-0.5

-4.1

-5.9

-5.0

-1.7

-1.6

2.5

1.8

TOTAL MAJOR MEDIA
Direct mail
Addressed
Unaddressed
Total direct mail

Directories
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Advertising Expenditure in US$ million at Current Prices
1997

1998

1999

2000

2001

2002

2003

2004

Television
Network
National Cable
Spot
Syndication
Total TV

13,709
5,418
20,004
1,578
40,709

14,353
6,231
21,076
1,811
43,471

15,028
7,700
22,371
2,200
47,299

16,380
9,548
23,976
2,354
52,258

15,643
9,834
22,000
2,236
49,714

15,799
10,129
23,430
2,281
51,640

16,273
10,940
22,024
2,372
51,610

17,412
11,815
23,786
2,491
55,504

Radio
Network radio
Local radio
Total radio

646
13,148
13,794

720
14,691
15,411

900
17,681
18,581

1,000
19,819
20,819

1,000
17,800
18,800

1,000
18,423
19,423

1,011
18,570
19,581

1,051
19,313
20,364

Magazines
Consumer magazines
Business-to-business magazines
Total magazines

13,748
13,748

14,573
14,573

15,593
5,600
21,193

17,700
6,278
23,978

15,930
5,610
21,540

15,611
5,292
20,903

16,548
5,164
21,712

17,541
5,216
22,757

Newspapers

39,079

41,341

43,697

48,700

45,778

45,320

46,227

48,538

1,890
1,912
3,802

1,952
2,075
4,027

2,195
2,370
4,565

2,320
2,592
4,912

2,274
2,540
4,814

2,392
2,553
4,945

2,476
2,617
5,093

2,575
2,722
5,297

906

1,920

4,600

6,000

6,600

7,250

7,758

8,688

275

303

339

Outdoor
Billboards
Other out-of-home
Total outdoor
Internet
Display
Internet video/rich media
Classified
Paid search
Internet radio
Podcast
Other
Total internet
Cinema
TOTAL MAJOR MEDIA

112,038

120,743

139,935

156,667

147,246

149,756

152,282

161,487

32,913

34,559

36,287

32,705
5,324
38,029

34,340
5,590
39,930

33,877
6,453
40,330

34,894
6,646
41,540

35,582
7,288
42,869

Telemarketing

-

-

-

45,300

45,300

45,300

45,300

45,300

Sales promotion
Sales promotion (consumer)
Sales promotion (business)
Total sales promotion

-

-

-

39,674
40,129
79,803

37,961
38,161
76,122

39,097
38,535
77,632

39,922
40,165
80,087

41,391
41,658
83,049

Public relations

-

-

-

2,817

2,557

2,575

2,663

2,977

Event sponsorship

-

-

-

8,700

9,301

9,650

10,251

11,117

Directories

-

-

-

13,200

13,600

13,800

14,324

14,238

32,913

34,559

36,287

187,849

186,810

189,287

194,165

199,551

144,951

155,302

176,222

344,516

334,056

339,043

346,448

361,038

Direct mail
Addressed
Unaddressed
Total direct mail

TOTAL MARKETING SERVICES
GRAND TOTAL
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2005

2006

2007

2008

2009

2010

2011

Television
Network
National Cable
Spot
Syndication
Total TV

17,587
12,878
22,359
2,566
55,390

18,202
13,587
23,924
2,643
58,355

18,020
14,402
23,685
2,616
58,723

18,020
15,266
21,790
2,773
57,849

16,578
15,266
18,739
2,718
53,302

16,578
16,029
17,615
2,718
52,941

15,915
16,029
17,615
2,690
52,250

Radio
Network radio
Local radio
Total radio

1,083
19,506
20,589

1,094
19,799
20,892

1,116
20,095
21,211

1,132
18,086
19,218

997
15,463
16,460

997
14,536
15,532

997
14,536
15,532

Magazines
Consumer magazines
Business-to-business magazines
Total magazines

18,488
5,414
23,902

19,228
5,576
24,804

20,112
5,576
25,688

18,503
5,130
23,633

15,173
4,155
19,328

13,655
3,698
17,354

13,655
3,698
17,354

Newspapers

50,237

51,493

49,948

43,954

35,163

31,295

29,105

Outdoor
Billboards
Other out-of-home
Total outdoor

2,678
3,048
5,726

2,839
3,506
6,344

3,009
4,031
7,040

2,979
4,152
7,131

2,666
4,107
6,773

2,514
4,259
6,773

2,483
4,684
7,167

Internet
Display
Internet video/rich media
Classified
Paid search
Internet radio
Podcast
Other
Total internet

9,992

2,723
1,224
1,998
4,871
1,674
12,490

3,556
1,319
2,719
6,484
22
2,011
16,111

4,089
1,854
3,127
7,910
200
25
2,313
19,519

4,212
2,206
3,183
9,492
230
28
2,627
21,980

4,436
2,636
3,363
10,978
253
31
3,141
24,837

4,880
3,163
3,632
12,954
291
36
4,398
29,352

400

460

529

608

699

804

925

166,235

174,838

179,251

171,913

153,704

149,535

151,684

Direct mail
Addressed
Unaddressed
Total direct mail

36,489
8,010
44,498

38,575
7,348
45,922

40,875
6,654
47,530

42,715
6,395
49,109

40,835
6,011
46,846

42,060
5,951
48,011

43,533
5,951
49,483

Telemarketing

45,300

45,300

46,100

47,022

47,962

48,874

49,362

Sales promotion
Sales promotion (consumer)
Sales promotion (business)
Total sales promotion

42,635
43,040
85,675

44,251
44,763
89,014

45,965
46,419
92,384

46,676
46,005
92,681

46,863
43,107
89,970

44,989
41,641
86,630

46,518
43,515
90,033

3,349

3,813

4,263

4,575

4,713

4,793

5,214

Event sponsorship

12,106

13,377

14,929

18,349

18,147

17,712

19,607

Directories

14,284

14,380

14,295

13,171

12,130

11,451

10,947

TOTAL MARKETING SERVICES

205,212

211,806

219,500

224,908

219,768

217,470

224,647

GRAND TOTAL

371,447

386,644

398,751

396,821

373,473

367,005

376,331

Cinema
TOTAL MAJOR MEDIA

Public relations

Advertising data: ZenithOptimedia
Notes:
1) Excludes agency commission
2) Excludes production costs
3) Classified advertising is inlcuded in internet and newspapers
4) After discounts
5) Includes national and local media
6) Internet includes display, video (rich media), classified, search (paid),
internet radio, podcast and other (online video, mob ile and widgets/gadgets)
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