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Online Advertising- Overview
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Online Advertising

What is online advertising?
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Online Advertising

Simply put= "Advertising
delivered via the Web or
other digital media”

Otherwise, very similar to
traditional advertising

 The integration of marketing,
planning, and strategy with
technology

+ Used to target messages to
advertisers’ customers or
prospects

Overview | 8



Why online?

« Short lead times
- largeting
« Immediate results
- Ability to refine quickly if needed

« Brand Interaction
e Direct

« Seamless experience between exposure to ad and
action

» Drives offline sales
- Consumers research online before they buy
 Timely information both pre- and post-buy

Overview | 9



s Online Advertising Intuitive?

« First of all, it is any other advertising, targeted to consumers like us

» Parallels with supply-demand optimization
 Supply: Pages where ads are shown

- Demand: Ads that are shown
» Parallels with retail stores (multi-category)- think of Walmart, Macys,
Target, Shopper’s Top, Lifestyle
« Retail Mantra- “right product in the right store at the right time in
right quantity at right price”
« Online Advertising — “right product to the right user at the right
time”

Overview | 10



Advertiser’s Objective

Performance/ Direct Brand
s G segrontact * Sum fotal of company’s
. Measures of Success: identity
- Frequency of visitor taking « Brand Advertisers’ Goals:
desired action :
. Clicking, purchasing, « Build awareness
sighing up, etc. - Broad reach; exposure

« Direct Advertisers’ Goals:

- Drive sales or sign ups with » How often and how

efficiency many unique visitors
« Minimize dollars spent per see ads
conversion |
- Maximized revenue from - Brand Interaction
conversion

All said and done, it is all about ROI

Overview | 11



What are some types of Online advertising?

|

. =)

« Search, Display,
Contextual, Mobile,
Games, Video, Local

« Some parallels in offline
world?

-

l
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Terminology you should be aware of

KPl< and More . Different Stakeholders

« Performance vs. Brand « Demand: advertisers, agencies,
« Supply / Inventory/ Traffic resellers, SEO, SEMs

. Impression « Platform: ad networks, ad

. Demand (Ads) exchanges, ...

+ KPIs: CTR, Coverage, PVs, RPM  Supply: Publishers, aggregators,

«  Pricing Models: CPA, CPC, CPL, + Users
CPM

« (Conversion Rate

Overview | 18



Search Ads Stakeholders..

http://www.lumapartners.com/lumascapes/search-lumascape/
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earch Overview : Algoritnmic vs Paid Search
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Travel
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www.travel.travel - Cached page - Mark as spam

TRAVEL .com ® - Worldwide Travel Reservations

TRAVEL.com: comparison shop the top travel sites for specials on airfares, hotels, cruises, car
rentals and more.

www_travel.com - Cached page - Mark as spam

Expedia Travel: Airline Tickets. Hotels. Car Rental. Airfares ...

Plan a trip, book cheap airfares, purchase airline tickets, make hotel reservations, and find vacation
packages, car rental & cruise deals at the travel agency rated #1 in customer ..
www.expedia.com - Cached page - Mark as spam

AARP Travel Niarnunta Haotels Car Rentals Criises Vacation

Sponsored sites

Results

Make Bing your decision engine

Sponsored sites

CheapQair® Official Site
Save BIG on All Airline Tickets. Book
Mow & Get an Extra 510 Off.

Main Line Ads

m

Southwest Today!
www.Southwest.com

Cheap Flights - 65% Off
Exclusive Special Discount on Flight
from Top Airlines. Save Up to 65%
www_TripMama.com/Flights

AA.com - Flight Search

Over 3.400 flights daily. 250+
Destinations Worldwide. Book Now.
www. AA com

Travelocity Deals
Book Travel with More Flexibility. No
Mare Change or Cancel Fees.
www_Travelocity.com

See your message here

Side Bar or Right Rail

Internal preview -

Done

€ Internet | Protected Mode: On Yy v W100% ~
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What is a Search Term?

Text a search user enters into a search engine’s search box
A Search Term can be:
» A single word or a group of words

« Not necessarily from a dictionary (example:
"adventurework”)

» Numbers, or alphanumeric, or a collection of text
characters (example: “area code 425")

Search terms are also commonly referred to as queries and
query terms

Web Images. . Videos  Shopping..«News.

Maps  More | MSN Windows Live
P famity cruises | Keyword Search Term
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Search Results

Web Images . Videos  Shopping. . News

bINg —>

)| ALL RESULTS 1-10 of & Oresults - advanced Sponsored sites
B = - . . . 0 ored site Q i
News DISCOUI[t Cruise Lacatlons - Cruises_AmericasVacationCenter.Com SLlSlE s s Save up fo 75% on Cruises

Complete list of discounts on family
jses from 3 jse lipe

Keyword Detected in
Ad Title

www_Travelocity.com/Cruises

Save Up To 75% on Your Getaway! Book You( Cruise |Now.
RELATED SEARCHES 1

) ) Carnival Cruise llines - camival com/family
Best Family Cruises

Camival "Fun Ship” Cruises For The Whold Family! | et The Fun Begin ———>
Roval Caribbean® Cruisea - www.RoyalCaribbean.com > Ad Copy &
=118

o v

Cheap Family Cruises

Disney Family Cruise - : ) .
Spend Time With Your Famlly] Create Memories, & Discover New Places.
Christian Family Cruise

Family Vacation FamilyCruises.com - The Family Cruise Vacation Specialists Family Cruise Deals
Royal Caribbean Family Cruise Specialists offering family cruise deals via more than 490 locations coast to coast. Save up to 80% on Family Cruises.
www_familycruises.com - cached page - mark as spam Lowest Prices on the Web.

All Inclusive Cruises www_Cruises comd/Family

Carnival Cruise Best Family Cruises. Family Cruise Vacations - Royal Caribbean ..

Best Family Cruises: Royal Caribbean offers the best family cruise vacations.
www_royalcaribbean com/allaboutcruising/familycruising/home._do - cached page - mark as spam

See your message here.

SEARCH HISTORY

family cruises Family Cruise | Family Vacation Ideas | Nickelodeon Family Cruise

family cruise The Nickelodeon Family Cruise is a great family vacation idea featuring your favorite Nick
family vacations characters & stars aboard a luxurious Royal Caribbean Cruise ship.
www_nick.com/minisites/familycruise - cached page - mark as spam

digital cameras

digital camera Family Cruise - Best Family Cruises and Cruise Deals
Family cruises, family cruising guide. Best cruises for kids, family vacations, family reunions.
Reviews and tips for cruising with children.
www_cruisecritic.com/cruisestyles/area cfm?area=23 - cached page - mark as spam
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Search Overview : The Paid Search "Auction”

- 84¢
(1 ﬁm ﬁ )
knows travel best c/he—ap,}?e,, wg(: za ;g 4
AmericanAirlines’

AW A
be2king " BN TARGET.

eCOM »

Hotwire

Fly. Sleep. Drive. Cheap.

2 _.interested in buying ads when users search on the

= 1 1 (&
== keyword 'travel'.
3@ A ..and the specific ads each advertiser wants displayed..
: Travel with Expedia_cﬂm CI‘IEEDDEII’@ Dfﬁ0|a| S'te M
Any Travel You Book at Expedia Save BIG on All Airline Tickets. Book No One Gets Your Vacation for Less
Comes With Our Best Price Guarantee. Now & Get an Extra $10 Off. with Travelocity PriceGuardian.
www.expedia.com www.CheapQOair.com/Air-Travel www._Travelocity.com

..and finally, the price each advertiser is willing to pay per click.
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Search O
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implified

_cheapQaircon® ,

the only way to GO

84¢

MS Beta 3958

Local listings for
Travel

Travelocity

Last Minute Travel
Cheap Tickets
Orbitz

Priceline
Discount Travel
Travel Packages

AAA Travel

travel

online travel agency
expedia logo

frank the rabbit

frank the robot

Trip .«
mama

knows travel best

Expedia

FETr oy

v}travelocnty be: ;klng

AmericanAirfines’

0000000

O travel - Bing

travel Ll

Travel with Expedia com
Any Travel You Book at Expedia Comes With Our Best Price Guarantee

Travelocity Deals
Book Travel with More Flexibilty No
More Change or Cancel Fees

I N\
Find flights on Bing Travel CheapOair® Official Site
From To Save BIG on All Airline Tickets. Book

Now & Get an Extra $10 Oﬁ
Leave Retum \l s —— <
2/12/2010 2/14/2010 Find flights (;heap Last Minute Flights

rovided by Bing Trave

Yahoo! Travel - Airline tickets, cheap hotels, cruises, vacations
Find cheap airline tickets, hotels, great cruise and vacation packages, honeymoon travel guides.
flight information and more, with Yahoo! Travel

travel yaho gage  Ma

Travel
*Please note the reserved list as some .travel names are not available for general registration
including all country names.
travel travel

Expedia Travel: Airline Tickets_ Hotels, Car Rental, Airfares
Plan a trip. book cheap airfares, purchase airline tickets, make hotel reservations, and find vacation

Discounted Air Flight Deals Search
Compare & Sa\e On Tnpmama
\ pMama c J

SUpgr Cheap Travel Deals
Search Discount Flight Prices From
Top Competitors. Save Big Today!
\BookingBuddy com/Flights J

-
AA com - Flight Search
Find American's lowest fares on over
3.400 daily flights. Book now!
\evw AA com J
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Lets design the system...
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Lets design the system...

- 1. Select Qualified Ads
2. Sort, Threshold and Price
the ads by optimizing
participant utilities - Ads
- Return the remaining Ads

Designing the Machine | 29
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Step 1: Selecting Qualified Ads

The most obvious approach

laptops ﬁl-)

Keywords | Ads

car {ads}
laptop {ads}
laptops

cheap
laptop

{ads}

Problems with this approach

Very few ads get qualified from X-illions
In the ad corpus

Low impression and click volume, low
prices

Advertisers cannot guess and bid on all
possible queries users search

Opportunity to optimize utilities better
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Step 1: Selecting Qualified Ads

-
} How do we fix this problem with the most obvious approach?

Query Expansion

laptop Keywords | Ads

f(laptops) = {laptop, ultrabook, macbook, car {ads}
ltrabook
cheap laptop, deals on laptop...... } uitraboo ! laptop {ads)
win8 lapto @
Can you suggest a few ways to Efpiterpes PP A laptops .
come up with this expanded list? |

cheap
cheap laptop

Keyword Expansion laptop (ads)

Query Expansion
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Step 1: Selecting Qualified Ads

We selected a huge list of ads, but are all these qualified?

How do we qualify the ads?

Simple: Based on utility of the participants

Publisher’s Utility Advertiser's Utility

How? How?

...from X-illions of ads in corpus, now we have ‘000 in hand
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Step 2: Sort, Threshold and Price

From ‘000s, how do we select dozens?

Its as easy as sorting and picking from top. The million dollar (literally)
question (s how do we score for sorting.

\
% Bid Based
\

y Quality Score Based

o Expected Revenue Based

[
. Something else?
/
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Step 2: Sort, Threshold and Price

From a sorted list of ‘000s of Ads, how many ads do we serve?

* As many as no. of slots?
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Step 2: Sort, Threshold and Price

From a sorted list of ‘000s of Ads, how many ads do we serve?

« Maximize overall utility of the marketplace

B o
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Step 2: Sort, Threshold and Price

How much should we charge for click?

To build a healthy market, pricing mechanism
must ensure:

 Advertiser bid their true value

* Price iIs competitive

» Advertiser’s Rol is positive

Formulation is typically a variation of GSP and this
Is evolving as we are talking!
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The Gold Mine

« Multi billion dollar business, a small algorithmic improvement means tens of
millions of dollars

« Wide play area — query expansion, ad qualification, scoring, pricing and many more
areas that are all million dollars

« Wide play area — need expertise from diverse backgrounds e.g. computer science,
machine learning, statistics, microeconomics, mechanism design, psychology, Ul

design

Sounds interesting?

Feel free to reach out to: dbapna@microsoft.com, ychouhan@microsoft.com
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Search Advertising Metrics

* |[mpressions

« Number of times an online ad is delivered to web pages.

« (Clicks

* Clicks represent the number of times a potential customer clicked an ad displayed in SERPS
for a given online advertising program.
« The number of clicks can never be greater than the number of impressions.

» Click Through Rate (CTR)

Rate at which visitors view and subsequently click an ad.
- Reflected as a percentage of impressions divided by clicks.

« NOTE: A higher CTR percentage implies higher number of clicks as relates to the impression
that were served. A lower CTR percentage implies higher number of impressions, but fewer

clicks.
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Search Advertising Metrics

» Cost per click (CPC)

- A performance-based pricing model typically used for Search advertising.
« CPC, pays publishers based on number of clicks on a specific ad.

« Most ad networks only pay once per click per user within a specified time
period, generally 24 hours or more.

« Cost per action (CPA)

« An ad payment model in which advertisers pay only when an ad display
leads to a completed sale, registration, download, etc.

- Virtually all affiliate network advertising can be thought of as CPA-based.
« Bing CashBack has a CPA Model.

« Consumers get cash back when they buy eIiPibIe products and advertisers
list their products at a fixed CPA and pay only for sales completed.
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Key Performance Indicators

= Ad Click thru Rate (ACTR)
- The rate at which an ad is clicked with respect to the total number of ad impressions
- Ad CTR = Total Clicks / Total Impressions

= Price per Click or Cost per Click (PPC or CPQ)
- Revenue generated per ad click
- PPC = Total Revenue / Total Clicks

= Revenue per Mille (RPM)
- Revenue generated per 1000 searches
- RPS = (Total Revenue / Total SRPV's)*1000

= (Click Yield (CY)
- Rate at which an ad is clicked with respect to the total # of Searches
- Click Yield = Total Clicks / Total SRPV's
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Flements to Success in Search

- Advertisers purchase keyword terms based on:
 Traffic volume
- Relevancy
- Performance
- Price
« AdCenter ranks Advertisers’ terms based on:
- Relevancy
« Click-through Rate
« Maximum Bid Amount

« AdCenter rewards the highest ranking Advertisers with:

 Top positioning
- Great converting users
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How Google Makes 100M/day

http://searchenginewatch.com/article/2220372/How-Google-Rakes-In-Over-100-Million-in-Search-Advertising-Daily-Infographic
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Categories of Business

Trave Computers and Electronics
Shopping Home and Garden

-inance Business and Industrial
nternet and Telecom Beauty and Fitness

Jobs & Education Auto and Vehicles



1. FINANGE 2. TRAVEL




3. SHOPPING 4. J0BS & Elllll)lllllﬂ,,.'/"




