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Ad Market: Updating 2018 Forecast To +4.8% Underlying Growth

BOTTOM LINE: We are refining expectations for US advertising growth. We now call for +4.8% underlying
expansion this year following on +4.5% growth in 2017. Key trends and our forecast model follows.

2017 was a stronger year than initially expected, and now having reviewed 1Q18 results, by all current
indications 2018 is looking like it is growing faster than previously expected as well. Although rising levels of
inflation are a factor, healthy personal consumption expenditures are evidently the main factor (as it is the
single economic variable we have found most tightly correlated to advertising growth), rising this year at the
fastest pace since the period preceding the global financial crisis. Similarly, Industrial Production (from our
work on the topic the second most important economic variable correlated with advertising growth) is also
pacing up significantly during 2018 closer to levels observed earlier in the decade. The relationship between
the two factors and advertising are simple: one reflects consumers buying goods and the other reflects
manufacturers producing goods, both of which coincide with advertising expenditures.

The advertising economy sees an additional tailwind in the form of spending on advertising from China-
based marketers (those physically in China rather than US subsidiaries of global marketers with
headquarters in China) on digital platforms, including Facebook and Google. Much of this spending is not
captured in growth rates described here, as underlying sources for domestic digital advertising only capture
revenue generated by advertisers whose billing addresses are in the United States. In a recent note we
estimated with some degree of certainty that Chinese advertisers will spend ~$5bn on Facebook this year in
markets outside of China, and with less certainty we can estimate that this group represents $1bn in the US,
probably up by more than 60% year-over-year. If these figures were held in proportion we could assume
$3bn of spending on Google and Facebook combined for 2018, up from around $2bn in 2017. This would
add another half percentage point of growth in 2018 to the industry-wide figures we forecast.

The evolution of categories are also important. For example, we point to the emergence of direct brands
who sell products and services to consumers without physical retail intermediaries. Looking solely at newly
emerging independent direct-to-consumer apparel and packaged goods brands, we estimate that there will
be $20-25bn of consumer spending this year and perhaps $1-$2bn in ad spending, mostly on digital media.
The figure balloons as we include direct-to-consumer brands owned by larger conglomerates and those in
other categories. Other kinds of categories of advertisers will undoubtedly emerge, as seems likely over
time with the recent Supreme Court ruling on sports betting, although it is hard to tell if growth from those
categories offsets softness from more mature brands who are either looking to reduce spending broadly or
are shifting away from paid media for their marketing activities. Similarly, M&A in certain areas with
significant ad spend volumes (such as wireless services) can cause near-term bursts of spending with
rebranding campaigns, but longer-term declines for related categories.

In general, 2018 should produce faster underlying (ex-Olympics and political) growth than 2017, which
means something in excess of +4.5%. Our specific forecast calls for +4.8% following on underlying growth
during the first quarter of +5.5%. We expect growth to taper towards +3.5% in subsequent years (higher
than prior forecasts, but not necessarily so because of higher levels of inflation in the overall economy).

Looking at specific media, we forecast another year of nearly +20% growth for digital advertising, leading
digital to account for 47% of all advertising during 2018. Ongoing growth through 2022 leads us to forecast
61% share by that point in time — achieved through a five-year CAGR of +17% for the medium. Television
including local and national — probably fell by -1% in the quarter despite the presence of the Olympics, and
we forecast it to grow by +2% for the year despite what should be a significant amount of spending from
political advertising during the year. At a national level, after initially seeing some growth, we now think the
first quarter was probably slightly less than flat and expect a slight decline during the year. Local TV was
down by more on an underlying basis, although it appears that local cable probably grew slightly. Among
other media, print's declines look as if they are accelerating (unsurprisingly, considering how much they are
probably contributing to digital’s growth), while outdoor is relatively stable. By contrast, radio was likely
down mid-single digits in the quarter. These latter two media types are likely to be durable even as digital
grows given their unique attributes as marketing vehicles and advertiser bases, but they and television will
continue to be “melting ice-cubes” unless the overall economy reverts back to an era where large brands
with mass market appeal take back share from their smaller direct-to-consumer and mid-sized competitors.

Additional data associated with the different media types are contained in our model, which follows.
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Pivotal Advertising Forecast May 2018: Summary Totals

PIVOTAL

Pivolal Research Group

Contact: Brian Wieser

2010A 2011A 2012A 2013A 2014A 2015A 2016A 1Q17A 2Q17A 3Q17A 4Q17A 2017A 1Q18E 2Q18E 3Q18E 4Q18E 2018E 2019E 2020E 2021E 2022E 5-YR CAGR|

TOTAL NATIONAL $61,622.9 $65,175.1 $66,034.1 $70,120.0 $70,325.5 $73,413.9 $79,987.2 $20,699.2 $21,242.1 $19,787.9 $24,592.0 $86,321.2 $22,296.4 $22,969.9 $21,531.6 $26,353.3 $93,151.2 $97,972.2 $102,539.8 $106,832.2 $111,223.7 6.8%
+ Annual Growth / Decline 75% 58% 13% 6.2% 0.3% 4.4% 9.0% 6.9% 15% 58% 75% 79% 77% 8.% 88% 72% 79% 52% 4.7% 42% 4%

*%of Mass Advertising 485% 502% 506% 52.2% 53.7% 54.8% 57.5% 1% 59.2% 57.9% 626% 60.3% 63.7% 62.3% 612% 65.7% 63.3% 65.3% 67.0% 68.5% 70.0%

TOTAL LOCAL $65,428.8 $64,704.3 $64,473.1 $64,183.1 $62,104.4 $60,574.0 $59,030.9 $13,202.3 $14,643.4 $14,358.8 $14,688.0 $56,892.6 $12,713.0 $13,920.4 $13,632.9 $13,766.1 $54,032.5 $52,086.8 $50,415.4  $49,038.2 $47,578.6 -4.2%
+ Annual Growth / Decline 14% 1% -04% -0.4% 3.2% 25% 25% 4.5% -3.4% 45% 2% 36% 3.7% 49% 5.% 6.3% -5.0% -36% -32% 27% 3.0%

*%of Mass Advertising 515% 498% 49.4% 47.8% 46.9% 45.2% 425% 38.9% 40.8% 42.%% 37.4% 39.7% 36.3% 377% 38.8% 34.3% 36.7% 34.7% 33.0% 315% 30.0%

TOTAL NATIONAL AND LOCAL $127,051.7 $129,879.4 $130,507.2 $134,303.1 $132,429.9 $133,987.9 $139,018.1 $33,901.5 $35,885.5 $34,146.7 $39,280.0 $143,213.8 $35,009.4 $36,890.3 $35,164.6 $40,119.4 $147,183.7 $150,059.0 $152,955.3 $155,870.5 $158,802.3 2.7%
+ Annual Growth / Decline 42% 22% 05% 29% -14% 12% 3.8% 22% 4.9% 12% 37% 3.0% 33% 28% 3.0% 2% 28% 2.0% 19% 19% 19%

*%of Normalized Advertising 75.7% 75.0% 745% 74.0% 718% 70.2% 69.2% 68.3% 69.2% 68.0% 676% 682% 66.8% 67.8% 66.9% 66.2% 66.9% 65.9% 64.9% 63.9% 62.9%

r r r r r
TOTAL DIRECT + SMB ADVERTISING $40,815.2 $43,343.2 $44,770.4 $47,236.4 $52,137.0 $56,954.2 $61,771.8 $15,752.4 $16,007.2 $16,032.7 $18,858.8 $66,651.1 $17,384.5 $17,484.9 $17,411.3 $20,450.8 $72,731.5 $77,553.3 $82,623.4 $87,953.5 $93,555.4 8.7%
+ Annual Growth / Decline -05% 62% 33% 5.5% 0.4% 9.2% 85% 6.2% 5.7% 86% 0.7% 79% 04% 92% 86% 8.4% 9.% 6.6% 6.5% 6.5% 64%
*%of Normalized Advertising 243% 25.0% 255% 26.0% 28.2% 29.8% 30.8% 317% 30.8% 320% 324% 318% 332% 322% 33.% 33.8% 33.% 34.1% 35.% 36.7% 37.%
Source: Pivotal Research
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Pivotal Advertising Forecast May 2018: National Media
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National Television
National Cable®®

« Annual Growth / Decline

+ %of National TV

National Broadcast - English@
« Annual Growth / Decline

+ %of National TV

National Broadcast - Spanish
« Annual Growth / Decline

+%of National TV

National Syndication + Long-Form/Pro Video
+ Annual Growth / Decline

+%of National TV

Total National Television

+ Annual Growth / Decline

« %of National Advertising

Total Magazines®

+ Annual Growth / Decline

+ %of National Advertising

National Digital©

National Digital Display (Including Mobile)
+ Annual Growth / Decline

+ %of National Digital

Video Excluding Long-Form Professional Content
+ Annual Growth / Decline

+ %of National Digital

Total National Digital

« Annual Growth / Decline

« %of National Advertising

Total Network and Satellite Radio

+ Annual Growth / Decline

+ %of National Advertising

Total National Newspapers®

« Annual Growth / Decline

+ %of National Advertising

Total Cinema

+ Annual Growth / Decline

« %of National Advertising

TOTAL NATIONAL
+ Annual Growth / Decline
+9%of Mass Advertising

(e) Brian@Pvtl.com (t) 212 514 4682 (m) 917 734 1980

NATIONAL MASS MEDIA ADVERTISING REVENUES

2010A 2011A 2012A 2013A 2014A 2015A 2016A 1Q17A 2Q17A 3Q17A 4Q17A 2017A 1Q18E 2Q18E 3Q18E 4Q18E 2018E 2019E 2020E 2021E 2022E
$20424.4  $22,137.8  $23,1063 $24,6220 $25039.0 $256517  $26,240.3  $65046  $6,8232  $59165  $6624.4 $25868.8  $6,634.7  $68232  $5857.3  $6425.7 $25741.0 $25006.6  $24,377.5 $23,695.5 $23,083.2

»5% 84% 4.4% 6.6% 17% 24% 23% -0.5% -12% -20% -20% -14% 20% 00% -10% -3.0% -0.5% 29% -25% -2.8% -26%

558% 56.4% 572% 57.6% 57.8% 582% 58.0% 54.2% 614% 62.4% 554% 58.1% 55.7% 614% 622% 55.2% 58.4% 58.0% 57.5% 56.9% 56.4%
13,0949  13,691.6 136060 14,2225 142235 14,3600  14,776.1 4,575.6 3,202.7 2,495.3 41472 14,4208 4,346.8 3,202.7 2,470.3 40228 140426 137674 135919 133809 13,2033

13% 46% -06% 45% 0.0% 10% 29% -4.0% -0.9% -20% -20% -24% -50% 00% -10% -3.0% -26% 20% -13% -16% -13%

358% 349% 337% 33.3% 32.9% 326% 327% 38.1% 288% 26.3% 34.7% 32.4% 365% 28.8% 262% 34.6% 318% 319% 32.0% 32.1% 32.2%
9786 1,142.7 1,259.1 1,381.6 14205 1,413.0 1,465.4 2908 387.2 2647 4224 1,365.1 2762 3485 2515 4013 12775 1,140.8 11015 10602  1,0224

-3.% %.8% 02% 9.7% 2.8% -0.5% 3.7% -10.7% 17% -6.4% -13% -68% -50% -10.0% -50% -5.0% -6.4% -0.7% -34% -3.7% -3.6%

27% 29% 3% 32% 3.3% 32% 32% 24% 35% 2.8% 35% 3% 23% 3% 27% 3.4% 2.9% 26% 26% 25% 25%
2,127.3 22715 2,419.1 2,500.3 26122 2,669.4 2,7489 6323 706.0 801.9 7543 2,894.5 663.9 7413 842.0 792.0 3,039.2 3,185.8 33475 34934 36411

29% 6.8% 65% 3.4% 4.5% 22% 3.0% 14% 5.3% 6.6% 7.4% 53% 50% 50% 50% 5.0% 5.0% 4.8% 5% 4.4% 42%

58% 58% 6.0% 5.9% 6.0% 6.%% 6.%% 5.3% 6.3% 85% 6.3% 65% 56% 6.7% 89% 6.8% 6.9% 74% 79% 8.4% 89%
$36,6251  $39,2436  $40,390.6  $42,726.4  $43,205.2  $44,0041  $45230.7  $12,0033  §$11,119.1  $9,478.4 $11,948.4 $44540.1 §$11,021.7 §11,1157  $9421.1  $11,641.8  $44,100.3 $43,100.6  $424184 $41,630.1 $40,950.0

78% 7.% 29% 5.8% 13% 18% 26% -2.0% -0.6% -15% -18% -15% -07% 00% -06% -26% -10% -2.3% -16% -19% -16%

59.4% 602% 612% 60.9% 616% 60.7% 56.5% 58.0% 52.3% 47.9% 486% 516% 535% 484% 438% 44.2% 47.3% 44.0% 414% 39.0% 36.8%
$138652  $13,747.5 $12,6456 $12003.9 $10651.0  $9,290.4  $8481.0  $1.7687  $2,111.3  $1.662.3  $1,8088  $7,351.1  $1,503.4  $1,762.9  $1,363.1  $1,447.0  $60764  $4,921.3  $3:869.0  $2,9627  $2,250.3

0.%% -08% -80% -5.% -1.3% -12.8% -8.7% -12.8% R W% -14.6% -13.3% -15.0% -165% -18.0% -20.0% -7.3% -19.0% -214% -23.4% -24.0%

225% 21%% 02% 7.% B.%% R7% 10.6% 85% 9.9% 84% 7.4% 85% 6.7% 77% 63% 5.5% 6.5% 5.0% 38% 28% 20%
$71980  $7.981.0  $8536.3 $10397.8  $10,741.8 $125368  $15821.0  $4,150.3  $4,9835  $51546  $7.0012  $21,289.7 5395.4 6,378.9 6,494.9 86815 $26950.6  $315436 $356739 $39,577.3 $43339.3

105% 0.9% 70% 218% 3.3% 6.7% 26.2% 43.7% 63.0% 7. %% 279% 346% 30.0% 28.0% 26.0% 24.0% 26.6% 17.0% B% 10.9% 95%

86.3% 84.6% 82.7% 815% 77.2% 715% 66.2% 64.4% 67.1% 63.8% 68.9% 66.3% 64.4% 67.%% 638% 68.9% 66.3% 66.2% 66.1% 66.0% 65.9%
1,146.3 1,453.9 1,779.6 2,365.3 31715 5,003.6 8,064.9 2,208.2 2,446.7 2,924.4 31606  10,829.6 2,987.7 3,131.7 3,684.4 39192 137230 161336  18327.8 204240 224652

315% 268% 224% 32.9% 34.%% 57.8% 612% 38.3% 36.7% 345% 296% 343% 30.0% 28.0% 26.0% 24.0% 26.7% 17.6% 1B6% 4% 10.0%

B7% 5.4% 7.3% 18.5% 22.8% 28.5% 33.8% 35.6% 32.9% 36.2% 311% 33.7% 356% 32.9% 36.2% 311% 33.7% 33.8% 33.9% 34.0% 34.1%
$83443  $94350 $103159 $12,763.1  $13.913.3  $17,5404  $23,8859 964485  $74302  §8.0786  $10.1618  $32119.3  $83831  $9510.7 $10,179.2  $12,600.6  $40,673.6  $47,677.3  $54,001.7 $60,001.3 $65804.5

210% B.% 93% 23.7% 9.0% 26.7% 36.2% 4N7% 53.3% 228% 284% 345% 30.0% 28.0% 26.0% 24.0% 26.6% 72% B.3% M 97%

B5% “5% 156% 8.2% 0.8% 23.9% 29.9% 312% 35.0% 40.8% 413% 372% 376% 414% 47.3% 47.8% 43.7% 48.7% 52.7% 56.2% 59.2%
$1,1665  $1,2007  $1,2450  $1,211.3  $1,1730  $1,2083  $1,196.0 $262.4 $320.2 $312.9 $3257  $1,221.2 $275.6 $336.2 $325.4 $3387  $1.2759  $1,3174  $1,3532  $1,3831  $1,4122

42% 37% 29% 2.7% 3.2% 3.0% -10% -5.8% 49% 37% 5.0% 2% 50% 50% 40% 4.0% 45% 33% 27% 22% 2%

19% 19% 19% 17% 17% 16% 15% 13% 15% 16% 13% 14% 12% 15% 15% 13% 14% 13% 13% 13% 13%
$963.6 $895.0 $800.7 $737.3 $661.1 $564.4 $4755 $100.8 $105.6 $75.2 $123.2 $404.9 $85.7 $88.7 $62.4 $101.1 $337.9 $257.4 $192.5 $147.1 $97.6

5.0% 7% -05% -7.9% -0.3% -14.6% -165.8% -17.9% -10.5% -20.%% -13% -14.8% -165.0% -16.0% -17.0% -18.0% -86.5% -23.8% -252% -23.6% -33.7%

16% 14% 12% 1% 0.9% 0.8% 0.6% 0.5% 0.5% 0.4% 05% 05% 04% 04% 03% 0.4% 0.4% 0.3% 0.2% 0.%% 0.%
$658.3 $644.3 $636.4 $678.0 $631.9 $716.4 $718.2 $115.4 $155.8 $180.3 $224.1 $675.5 $126.9 $155.8 $180.3 $224.1 $687.1 $698.1 $705.1 $707.9 $709.2

27% 2% “12% 6.5% -6.8% 1B.4% 0.2% -5.6% -16.9% -10% -20% -59% 10.0% 00% 00% 0.0% 17% 16% 10% 0.4% 02%

1% 10% 10% 10% 0.9% 10% 0.9% 0.6% 0.7% 0.9% 0.9% 08% 06% 0.7% 08% 0.9% 0.7% 0.7% 0.7% 0.7% 06%
$61,622.9  $65175.1  $66,034.1 $70,120.0 $70,325.5 §$734139 $79,987.2  $20,699.2  $21,2421  $19,787.9  $24,592.0 $86,321.2 $22,2064  $22969.9 $21,531.6 $26,353.3 $93,151.2 $97,9722 $102,530.8 $106,8322 $111,223.7

75% 58% 13% 6.2% 0.3% 4.4% 9.0% 6.9% 15% 58% 75% 79% 77% 8.% 88% 72% 79% 52% 4.7% 42% 4%

485% 502% 506% 52.2% 53.7% 54.8% 57.5% 61r% 59.2% 57.9% 626% 60.3% 63.7% 62.3% 612% 65.7% 63.3% 65.3% 67.0% 68.5% 70.0%

5-YRCAGR

-2.5%

-2.2%

-6.9%

5.8%

-2.0%

-23.3%

22.3%

22.7%

22.5%

3.4%

-27.1%

-0.3%

6.8%

Source: Pivotal Research
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Pivotal Advertising Forecast May 2018: Local Media and Mass Media Total
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2010A 2011A 2012A 2013A 2014A 2015A 2016A 1Q17A 2Q17A 3Q17A 4Q17A 2017A 1Q18E 2Q18E 3Q18E 4Q18E 2018E 2019E 2020E 2021E 2022E
LOCAL MASS MEDIA ADVERTISING REVENUES
Local Television
Local Broadcast TV* $14,994.9 $15,433.3 $16,082.4 $16,650.6 $16,210.9 $15,856.3 $15,366.7 $3,691.1 $3,330.5 $4,084.0 $3,600.6 $14,706.2 $3,543.5 $3,064.1 $3,757.3 $3,168.5 $13,533.4 $13,054.0 $12,641.5 $12,390.3 $12,110.4
+ Annual Growth / Decline 7.8% 29% 42% 3.5% 26% 22% 3.1% -6.4% -5.0% 6.9% 1.9% 43% 4.0% 8.0% 8.0% 12.0% 8.0% 3.5% 3.2% -2.0% 2.3%
+ % of Local TV 79.5% 78.9% 78.7% 78.7% 780% 774% 76.2% 77.0% 73.6% 78.0% 73.9% 75.7% 76.1% 720% 76.5% 71.6% 74.4% 73.6% 73.4% 72.6% 72.4%
Local Cable TV 3,855.9 41376 43476 4,511.7 4,566.5 4,721.7 4,788.8 1,104.4 1,192.5 1,152.3 12711 4,720.3 1,115.4 1,192.5 1,152.3 1,258.4 47186 4,671.0 4,640.7 4,665.1 4,675.2
+ Annual Growth / Decline 14.1% 7.3% 5.1% 3.8% 1.2% 34% 1.4% -2.0% -1.6% -3.6% 1.3% -1.4% 1.0% 0.0% 0.0% 1.0% 0.0% 1.0% 0.6% 05% 0.2%
+ % of Local TV 205% 21.1% 21.3% 21.3% 220% 229% 23.8% 23.0% 26.4% 22.0% 26.1% 24.3% 23.9% 28.0% 23.5% 28.4% 25.9% 26.4% 26.9% 27.4% 27.9%
Total Local Television $18,850.8 $19,570.9 $20,430.1 $21,162.3 $20,777.4 $20,577.0 $20,155.5 $4,795.5 $4,523.0 $5,236.3 $4,871.7 $19,426.5 $4,658.9 $4,256.6 $4,909.6 $4,426.9 $18,252.0 $17,725.0 $17,282.2 $17,055.3 $16,785.6
+ Bi-Annual Growth / Decline 5.6% 13.2% 8.4% 81% 1.7% 28% 3.0% 4.4% 5.2% 4.1% 8.6% 5.6% 8.1% 9.7% 42.1% 7.5% 9.4% 8.8% 5.3% 3.8% 2.9%
« Annual Growth / Decline 9.0% 3.8% 4.4% 3.6% -1.8% 1.0% 2.0% 5.4% 41% -6.2% 1.8% -3.6% -2.8% -5.9% -6.2% 9.1% 6.0% 2.9% 2.5% 1.3% 1.6%
+ % of Local Advertising 28.8% 30.2% 31.7% 33.0% 335% 34.0% 34.1% 36.3% 30.9% 36.5% 332% 34.1% 36.6% 306% 36.0% 32.2% 33.8% 34.0% 34.3% 34.8% 35.3%
Total Local Newspapers® $227952  $20,691.8  $189442  $17,4625  $15401.1 $13,449.7  $11,836.3 $2,383.1 $2,751.2 $2,244.6 $2,626.1 $10,005.0 $1,978.0 $2,256.0 $1,818.1 $2,100.9 $8,152.9 $6,557.2 $4,960.4 $3,353.7 $1,826.5
+ Annual Growth / Decline 8.2% -9.2% 8.4% 7.8% -11.8% 12.7% -12.0% -14.9% -13.9% 7.0% -16.2% -15.5% A7.0% -18.0% -19.0% 20.0% -18.5% 19.6% -24.4% -32.4% -45.5%
+ % of Local Advertising 34.8% 32.0% 20.4% 27.2% 248% 222% 20.1% 18.1% 18.8% 15.6% 17.9% 17.6% 15.6% 162% 13.3% 15.3% 15.1% 126% 9.8% 6.8% 3.8%
Total Local Radio"™ $14,181.0 $14,060.0 $14,205.0 $14,054.0 $13,633.0 $13,231.0 $12,826.1 $2,661.9 $3,297.2 $3,247.9 $3,271.7 $12,478.7 $2,555.4 $3,165.4 $3,118.0 $3,140.8 $11,979.6 $11,678.4 $11,303.7 $10,994.9 $10,667.6
+ Annual Growth / Decline 49% 0.9% 1.0% 11% 3.0% 29% 3.1% 4.0% 2.1% -2.3% -2.6% 2.7% -4.0% -4.0% -4.0% 4.0% 4.0% 2.5% 8.2% 2.7% 3.0%
+ % of Local Advertising 21.7% 21.7% 22.0% 21.9% 220% 218% 21.7% 202% 225% 226% 22.3% 21.9% 20.1% 227% 22.9% 228% 22.2% 22.4% 224% 22.4% 22.4%
Total Outdoor $5,512.0 $5,828.2 $6,091.4 $6,343.4 $6,438.8 $6,749.3 $7,009.7 $1,572.5 $2,217.3 $1,665.0 $1,681.5 $7,136.4 $1,588.3 $2,239.5 $1,665.0 $1,681.5 $7,174.3 $7,176.4 $7,198.2 $7,246.7 $7,268.9
+ Annual Growth / Decline 32% 5.7% 45% 41% 1.5% 48% 3.9% 08% 3.0% 229 08% 1.8% 1.0% 1.0% 0.0% 0.0% 0.5% 0.0% 0.3% 0.7% 0.3%
+ % of Local Advertising 8.4% 9.0% 9.4% 9.9% 10.4% 1.1% 1.9% 11.9% 15.1% 11.6% 11.4% 125% 125% 16.1% 12.2% 12.2% 13.3% 13.8% 14.3% 14.8% 15.3%
Total Local Digital $4,089.7 $4,553.5 $4,802.4 $5,160.9 $5,854.1 $6,567.0 $7,203.3 $1,789.3 $1,854.6 $1,965.1 $2,237.0 $7,846.0 $1,932.5 $2,003.0 $2,122.3 $2,416.0 $8,473.7 $8,949.9 $9,671.0 $10,387.6 $11,030.0
« Annual Growth / Decline 14.6% 11.3% 5.5% 7.5% 13.4% 122% 9.7% 10.4% 7.4% 9.4% 8.7% 89% 8.0% 8.0% 8.0% 8.0% 8.0% 5.6% 8.1% 7.4% 6.2%
+ % of Local Advertising 6.3% 7.0% 7.4% 80% 9.4% 10.8% 12.2% 13.6% 12.7% 13.7% 15.2% 13.8% 152% 14.4% 15.6% 17.6% 15.7% 17.2% 19.2% 212% 23.2%
TOTAL LOCAL $65,428.8 $64,704.3 $64,473.1 $64,183.1 $62,104.4 $60,574.0 $59,030.9 $13,202.3 $14,643.4 $14,358.8 $14,688.0 $56,892.6 $12,713.0 $13,920.4 $13,632.9 $13,766.1 $54,032.5 $52,086.8 $50,415.4 $49,038.2 $47,578.6
+ Annual Growth / Decline 1.4% 1.4% 0.4% 0.4% -3.2% 25% 25% -4.5% -3.4% -4.5% -2.1% -3.6% -3.7% -4.9% -5.1% 6.3% 5.0% -3.6% 3.2% 2.7% 3.0%
+ % of Mass Advertising 51.5% 49.8% 49.4% 47.8% 46.9% 452% 425% 38.9% 40.8% 42.1% 37.4% 39.7% 36.3% 377% 38.8% 34.3% 36.7% 34.7% 33.0% 315% 30.0%
TOTAL NATIONAL AND LOCAL $127,051.7 $129,879.4 $130,507.2 $134,303.1 $132,420.9  $133,987.9  $139,018.1 $33,901.5 $35,885.5 $34,146.7 $39,280.0  $143,213.8 $35,009.4 $36,890.3 $35,164.6 $40,119.4 $147,183.7 $150,059.0 $152,955.3  $155,870.5 $158,802.3
« Annual Growth / Decline 42% 2.2% 0.5% 29% -1.4% 1.2% 3.8% 22% 49% 1.2% 3.7% 3.0% 3.3% 28% 3.0% 21% 2.8% 2.0% 1.9% 1.9% 1.9%
+ % of Normalized Advertising 75.7% 75.0% 74.5% 74.0% 718% 702% 69.2% 68.3% 69.2% 68.0% 67.6% 68.2% 66.8% 67.8% 66.9% 66.2% 66.9% 65.9% 64.9% 63.9% 62.9%

5-YR CAGR

-4.7%

-0.5%

-3.6%

-31.2%

-3.6%

0.7%

8.9%

-4.2%
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Brian Wieser 212-514-4682

Pivotal Research Group




Pivotal Advertising Forecast May 2018: Direct and SMB Media

PIVOTAL

Fivotal Research Group
Contact: Brian Wieser
(e) Brian@Pvtl.com (t) 212514 4682 (m) 917 734 1980

Source: Pivotal Research Group, Cinema Ad Council, IAB, Magna Global, OAAA, RAB

a) Excludes Incremental Olympic Revenues

Excludes Digital Revenues

Includes IAB-Defined Revenues Associated With Internet Classifieds, Email and Digital Display But Does Not Include Internet Yellow Pages and Lead Generation or Local Digital or TV-Related Digital Video Ad Revenue
Excludes Local Political Advertising Revenues

Lead Generation, App Installs and SMB-Focused Digital Advertising

(f) Total Political Advertising Revenue on Local Broadcast and Local Cable TV

(g) Incremental Advertising Revenue from Olympics on Network and Cable TV

2010A 2011A 2012A 2013A 2014A 2015A 2016A 1Q17A 2Q17A 3Q17A 4Q17A 2017A 1Q18E 2Q18E 3Q18E 4Q18E 2018E 2019E 2020E 2021E 2022E
DIRECT / SMB MEDIA ADVERTISING REVENUES
Direct Online
Total Paid Search (Incl. Mobile) $12,004.9 $15,825.7 $18,963.8 $21,316.8 $24,944.3 $29,387.6 $34,575.0 $9,434.0 $9,700.0 $9,651.3 $11,844.7 $40,630.0 $11,037.8 $11,252.0 $11,099.0 $13,502.9 $46,891.7 $52,367.6 $58,046.2 $63,783.9  $69,986.2
« Annual Growth / Decline ©2% 318% 0.8% ©4% 7.0% 7.8% 7.7% 8.3% 6.1 7.0% 84% _ 75% 7.0% ©0% 50% ®.0% 5.4% 7% 0.8% 9.9% 97%
+ %of Direct Online 899% 909% 902% 875% 85.8% 84.6% 852% 86.5% 86.2% 857% 872%% 86.4% 877% 874% 868% 88167 875% 88.0% 885% 89.0% 895%
Other Direct Online(® 1,342.3 1,588.9 2,062.8 3,041.8 41413 5,338.4 5,994.7 1,476.4 1,547.9 1,610.4 1,736.7 6,371.3 1,550.2 1,625.2 1,690.9 1,823.5 6,689.9 7,1311 7,531.9 7,871.6 8,197.9
« Annual Growth / Decline -05% B4% 298% 475% 36.1% 289% ©3% -3.9% -15% 232% 239% 63% 50% 50% 50% 50% 50% 66% 56% 45% 4%
+%of Direct Online 0.5 9.%% 98% 2.5% 2% 5.4% 8% B5% B.8% 3% 8% B6% 23% 26% B2% 19% 25% 2.0% 115% 110% 0.5%

" " T T R T T T Y G YT T e YR IT
Total Direct + SMB Online $13347.2  $17,414.6  $21,026.5 * $24,358.6 ' $29,085.6 ' $34,726.0 ' $40,569.7  $10,9104  $11,247.9  $11,261.7 $13,581.4 7 $47,001.3 $12,588.0 $12,877.2 $12,789.9 $15326.5 $53,581.6  $59,498.7 $65578.0 $71,6555 $78,184.1
+ Annual Growth / Decline 94% 305% 207% 8% 0.4% 0.4% ©.8% UI% 113% 7.8% 0.0% 9% 4% 5% B6% 28% 0% 0% 02% 9.3% 9.7
+%of Total Direct Advertising 327% 402% 470% 516% 55.8% 610% 65.7% 69.3% 703% 702% 720% 705% 724% 736% 735% 749% 737% 76.7% 79.4% 815% 83.6%
Total Direct Mail $20,615.8 $20,424.9 $19,509.6 $19,654.4 $20,594.3 $20,364.5 $20,025.7 $4,652.7 $4,513.5 $4,545.5 $5,087.2 $18,798.9 $4,652.7 $4,423.2 $4,454.6 $4,985.5 $18,516.0 $17,610.8 $16,696.5 $16,014.5 $15,163.4
« Annual Growth / Decline 39% 09% -45% 07% 48% 1% 7% 7.7% -4.2% 7.5 5.5% 6.1% 00% 20% 20% 2.0% -15% -49% 52% 4.1% 5.3%
+%of Total Direct Advertising 505% 47.1% 436% 416% 395% 35.8% 324% 295% 282% 284% 27.0% 282% 268% 253% 256% 24.4% 255% 227% 202% 2% 2%
Total Directories® $6,852.2 $5,503.7 $4,234.3 $3,223.4 $2,457.1 $1,863.7 $1,176.4 $189.3 $245.9 $225.5 $190.3 $850.9 $143.9 $184.4 $166.8 $138.9 $634.0 $443.8 $310.7 $217.5 $152.2
+ Annual Growth / Decline -235% 97% 23.1% 239% 23.8% 242% -36.9% -33.%% 255% 276% -245% 277% -240% -250% -260% -27.0% -255% -30.0% -30.0% -30.0% -300%
+ %of Total Direct Advertising ©8% »7% 95% 68% 47% 33% 19% 12% 15% 14% 10% 13% 08% 1% 10% 07% 09% 06% 04% 03% 02%
TOTAL DIRECT + SMB ADVERTISING $40,8152 $43,3432  $44,770.4 = $47,236.4 = $52,137.0 = $56,954.2 = $61,771.8  $15752.4  $16,007.2 $16,032.7 $18858.8  $66,651.1 $17,3845 $17,484.9 $17,411.3 $20,450.8 $72,731.5  $77,5533  $82,6234 $87,9535 $93,555.4
« Annual Growth / Decline 05% 62% 33% 55% 0.4% 9.2% 85% 62% 57% 86% 07% 79% 04% 92% 86% 84% 9.1% 66% 65% 65% 64%
+ %of Normalized Advertising 243% 250% 255% 26.0% 282% 29.8% 30.8% 317% 30.8% 320% 324% 318% 332% 322% 33.0% 33.8% 33.1% 34.1% 35.5% 36.7% 37.%
NORMALIZED DIRECT AND MASS $167,866.9 $173,222.6 $175277.6 $181,539.5 $184,566.9 $190,942.1 $200,789.9  $49,653.9  $51,892.7 $50,179.4  $58,138.8 $209,864.8 $52,393.9  $54,375.2  $52,575.9  $60,570.2 $219,915.2 $227,612.3 $235,578.7 $243,823.9 $252,357.8
« Annual Growth / Decline 3.t 32% 12% 36% 17% 35% 52% 34% 5. 35% 59% 45% 55% 48% 48% 42% 4.8% 35% 35% 5% 35%
Political® $2,086.5 $445.1 $2,864.6 $304.9 $2,437.0 $433.7 $2,950.9 $28.4 $55.2 $72.8 $192.4 $348.8 $150.0 $213.1 $640.8 $1,208.5 $2,360.7 $418.6 $3,305.0 $502.3 $2,644.0
«Bi-AnnualGrowth/Decline e 307% 373%7 -815% 7 4.9%7 422%F 217 49% 7.4% 26.1% 226%7 -196% -598% -200% -200% -200% -200% 200% 40.0% 20.0% -200%
Olympics'@ $605.0 $0.0 $619.6 $0.0 $628.9 $0.0 $605.1 $0.0 $0.0 $0.0 $0.0 $0.0 $600.0 $0.0 $0.0 $0.0 $600.0 $0.0 $700.0 $0.0 $650.0
+ Quadri-Annual Growth / Decline 69% e 33% 00% 39% e e e e e e e 46% e BI% e 83%
v v v

TOTAL ADVERTISING REVENUES $170,558.5 $173,667.7 $178,761.8 $181,844.4 $187,632.8 $191,375.8 $204,345.9  $49,682.3  $51,948.0 $50,252.2  $58,331.2 $210,213.7  $53,143.9  $54,588.2  $53,216.7  $61,778.7 $222,876.0 $228,030.9 $239,583.7 $244,326.3 $255,651.8
« Annual Growth / Decline 45% 18% 29% 17% 32% 20% 68% 27% 47% 07% 34% 29% 70% 5% 59% 59% 6.0% 23% 5% 20% 46%

5-YRCAGR|

15.1%

6.5%

14.0%

-5.4%

-33.6%

8.7%

4.7%

4.6%

Source: Pivotal Research
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Appendix: Important Disclosures

Analyst Certification

I, Brian W. Wieser, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company and their securities. | further certify that | have not received
and will not receive direct or indirect compensation related to specific recommendations or views

contained in this research report.

Legal Disclaimers

Pivotal Research Group LLC is an independent equity research company and is neither a broker dealer
nor offers investment banking services. Pivotal Research Group LLC is not a market maker for any
securities, does not hold any securities positions, and does not seek compensation for investment
banking services. The analyst preparing this report does not own any securities of the subject company
and does not receive any compensation directly or indirectly from investment banking services.

Stock Ratings

Pivotal Research Group LLC assigns one of three ratings based on an expectation of absolute total return
(price change plus dividends) over a twelve month time frame. The ratings are based on the following

criteria:

BUY: The security is expected to have an absolute return in excess of 15%.

HOLD: The security is expected to have an absolute return of between plus and minus 15%.

SELL: The security is expected to have an absolute return less than minus 15%.

Ratings Distribution

Pivotal Research LLC currently provides research coverage of 72 companies, of which 50% are rated
BUY, 42% are rated HOLD, and 8% are rated SELL. Our company does not offer investment banking

services. This data is accurate as-of 5/15/18.
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Pivotal Research Group rafings for ADBE (ADOBE S5 NC) Piwctal Research Group ratings for CRM (SALESFORCE COM INC)
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Other Disclaimers

Information contained in this report has been prepared from sources that are believed to be reliable and
accurate but are not guaranteed by us and do not represent a complete summary or statement of all
available data. Additional information is available upon request. Furthermore, information and opinions
expressed are subject to change without notice and we are under no obligation to inform you of such
change.

This report has been prepared solely for our institutional clients. Ratings and target prices do not take into
account the particular investment objectives, financial and/or tax situation, or needs of individual
investors. Investment decisions should take into account all available information, not just that which is
contained in this report. Furthermore, nothing contained in this report should be considered an offer or
solicitation by Pivotal Research Group LLC to buy or sell any securities or other financial instruments.
Past performance is not indicative of future performance and estimates of future performance contained
in this report are based on assumptions that may not be realized.

Material in this report, except that which is supplied by third parties, is Copyright ©2017, by Pivotal
Research LLC. All rights reserved. No portion may be reproduced, sold, or redistributed in any form
without express written consent of Pivotal Research Group LLC.

Commission Sharing Arrangements
Pivotal Research Group LLC has commission sharing arrangements (CSA) with numerous broker-
dealers. Please contact Jeff Shelton at 212-514-4681 for further information.

Additional Information Available Upon Request
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