PREDICTING OTT AND THE
FUTURE OF VIDEO ADVERTISING
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Sixty-one percent of respondents
said they currently value pay TV
and OTT audiences differently,
with 63%, respectively, of pay
TV providers and pure-play
OTT providers saying they value
audiences differently. Meanwhile,
69% of content owners place
different valuations on the two
audiences, while only 44% of
advertisers value them differently.

Finally, 85% of respondents
said that leveraging thirdparty data was a strong driver
for the adoption of audiencebased buying and selling of ads.
Advertisers were unanimous
(100%) in their opinion that
leveraging third-party data is a
strong driver. The more advertisers
can access, the better they can
target their ads to appropriate and
more receptive audiences. Content
owners were almost as unanimous,
with 94% saying that leveraging
third-party data is the primary
business driver for moving to
audience-based buying and selling
of ads.
We asked our respondents to
estimate the expected increase in
their ROAS (Return on Advertising
Spend) or yield by moving from
traditional ad buying to audiencebased buying and selling. Our
expectation was that the more
granular targeting offered through
audience-based buying and selling
would contribute to an improved
ROAS or yield.
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look at how these organizations
expect to transform their video
advertising strategies by shifting
to more data-driven and
audience-based advertising
models.

MORE THAN HALF
of respondents said they
expect to see an increase in
ROAS or yield by moving to
audience-based buying or
selling

85%
of respondents said that leveraging
third-party data was a strong driver
for the adoption of audience-based
buying and selling of ads
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Introduction

According to projections from Kagan, a media
research group within S&P Global Market Intelligence,
traditional multichannel households will continue
to cede ground to OTT-only and vMVPD (virtual
multichannel video service provider) households
through 2021 and beyond.

PROJECTED U.S. VIDEO HOUSEHOLDS BY DELIVERY
SEGMENTATION (M)
150
Other households (5)

120

Over-the-air households (4)
Virtual service provider
households (3)

90

Total OTT-only households
(Multichannel substitutes) (2)
Total multichannel households (1)

60
30

2017

2021

As of Dec 2017.
(1) Residential multichannel household count excludes DBS overlap created by households taking multiple
multichannel subscriptions. Includes cable, DBS, telco and other multichannel platforms. Ecludes commercial
subscribers.
(2) OTT Households (Multichannel Substitutes) are households that rely on unmanaged Internet or OTT delivery to
view television shows or movies in lieu of a traditional multichannel subscription. Figure does not include subscribers
to virtual service providers such as SlintTV, PlayStation Vue or DIRECTTV Now.
(3) Virtual service providers (VSPs) characterized by unmanaged (Internet/OTT) delivery of aggregated live, linear
networks and on-demand content similar to a traditional multichannel offering for a monthly subscription.
(4) Households that receive broadcast network signals using an antennae. Does not exclude households that also
access OTT content.
(5) Other includes non TV households and TV households without a video input such as DVD-only entity.
Source: Industry data and Kagan estimates.
Kagan, a media research group within the TMT offering of S&P Global Market
© Intelligence. 2017 S&P Global Intelligence. All rights reserved.

Traditional multichannel services will continue to
dominate total households. But there is a clear trend
toward a disaggregation of the traditional television
market into multiple viewing platforms and services.
This disaggregation is reflected in the reception
methods used by US consumers. According to a
September 2016 Kagan survey of 2,749 US internet
adults matched by age and gender to the US Census,
when asked “which of the following best represents
how your household receives television,” 49.4% of
respondents use two or three different services for
television. 45.1% of survey respondents use both a
traditional multichannel service and also either an
online video service or one of the three vMVPDs
(SlingTV, PlayStation Vue, or DIRECTV NOW.)

DEFINITIONS
Below are the terms used throughout this
paper to describe the various multichannel video
and OTT service offerings:
MVPD (Multichannel video service provider): Managed
delivery of aggregated live, linear networks and on-demand
content for a monthly subscription. Does not exclude OTT video
consumption. Service examples include Comcast Xfinity and
Verizon FiOS.
vMVPD (Virtual multichannel video service provider): Unmanaged
(Online/Internet) delivery of aggregated live, linear networks and
on-demand content mimicking a traditional multichannel video
offering for a monthly subscription. Does not exclude OTT video
consumption. Service examples include SlingTV, DIRECTV NOW,
PlayStation Vue, and Hulu with Live TV.
OTT (Over the top): Unmanaged (Online/Internet)
delivery of subscription on-demand services and
direct-to-consumer live linear networks, including
monthly subscription and ad supported
content. Service examples include
Netflix, Amazon, and CBS
All-Access.
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HOUSEHOLD TV RECPETION METHODS USED
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As a % of total surveyed.
Question: Which of the following best represents how your household receives television? ; Which of the following online video subscription services do you or someone in your household currently use?
Base” Total Respondents - 2,749.
© 2017 SNL Kagan, an offering of S&P Global Market Intelligence, estimates.
All rights reserved.
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Introduction
Kagan has modeled three separate programmatic
growth curves for linear TV below. These represent
conservative, moderate, and aggressive growth
scenarios for programmatic revenues by broadcast
networks, broadcast stations, cable networks,
and MVPD linear TV. In the moderate scenario,
Kagan forecasts that the percentage of linear TV
advertising that will be traded programmatically
will shift from .3% in 2015 to 10.7% in 2020, with
revenue increasing from $232 million to $9.4
billion.

“

61% OF RESPONDENTS
VALUE OTT AND PAY TV
AUDIENCES DIFFERENTLY

To provide more depth and insight into how
advertisers, media owners, MVPDs and direct OTT
providers will use programmatic or data-driven
advertising models, SpotX commissioned Kagan
to survey 41 US-based MVPDs, pure-play OTT
providers, media owners, and advertisers. The
goal of the survey is to determine their plans and
expectations for using data-driven advertising
technologies and models, and to understand the
business, technology and competitive factors
driving their decisions.
For more details on the survey methodology and
respondent demographics, please see the methodology
section.

PROGRAMMATICALLY TRADED
LINEAR TV AD REVENUES IN THE US

U.S. DIGITAL AD REVENUES, 2017
AND 2021
($M)

($M)

13,268

9,369

5,119

Total programmatically traded (Conservative)
Total programmatically traded (Moderate)
Total programmatically traded (Aggressive)

© 2016 SNL Kagan, an offering of S&P Global Market Intelligence,
estimates. All rights reserved.

© 2016 SNL Kagan, an offering of S&P Global Market Intelligence,
estimates. All rights reserved.
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Smartphone Video Streaming Seen As
The Most Important Change In Viewer
We’ve already noted the abundant and significant
changes seen in the video ecosystem over the last few
years. For MVPDs, their competition has increased
even as the rapid growth of new subscribers has
stalled in some key markets. In order to differentiate
their services to have a chance of securing new
subscribers, MVPDs are expected to offer multiscreen,
cloud DVR, and other services as basic features.
For pure-play OTT providers, there have been
challenges associated with scaling and differentiating
their offerings, as well as monetizing their services
in a way that allows them to compete with both
other pure-play OTT providers, as well as MVPDs and
vMVPDs.
Finally, for both media owners and advertisers, one
of the primary concerns remains how to effectively
position their content and brands across multiple
video platforms and outlets, and across a viewer base
that has become highly distributed and even more
fickle.
To truly understand which of the numerous changes in
consumer viewing behavior has had the most impact
on their business, we asked respondents to rank on
a scale of 1 to 5, where 1 is “highly unimportant,” 3 is
“somewhat important,” and 5 is “strongly important,”
the importance of a prompted list of changes in video
viewing habits among consumers over the last year.
Across all verticals, 76% of respondents said that
more video streaming on smartphones was the most
important change in video viewing habits over the last
year. Among advertisers, 89% said that this was

the most important change, while 88% of pay TV
providers, 75% of pure-play OTT providers, and 63% of
media owners concurred.
There is far less agreement on the impact of other
mobile devices, including tablets. Only 39% of all
respondents said that this was one of the most
important changes in consumer video viewing habits.
Our assumption is that tablets, which are generally
WiFi devices, are typically used in the home when
streaming video and are likely to be used while
simultaneously watching video on a TV. It is clear that
the use of smartphones introduces significant changes
to how these organizations do business, particularly
when it comes to distributing content and delivering
advertisements to those devices. Smartphones, unlike
any other mobile device, are practically a constant for
consumers. They accompany users wherever they go
and deliver a wealth of usage, location, and other data
that can help video providers deliver more targeted
content and advertising to those consumers.
The second most important change, according to
respondents, is that fewer consumers are watching
linear broadcast TV, with 66% ranking this a strongly
important change. Obviously, for pay TV providers,
this ranked on par with smartphone video streaming,
with 88% of pay TV provider respondents ranking this
a critical change. For content owners, 56% ranked this
as a significant change. Instead, they viewed more
streaming on connected devices as the second-most
important change. Meanwhile for advertisers, 78%
believe that more streaming on connected devices is
the second most important change in consumer video
viewing habits.

MOST IMPORTANT CHANGES IN CONSUMER VIDEO VIEWING
HABITS OVER THE LAST YEAR
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Delivering Cross-Platform Reach The
Biggest Change In Advertising Strategy
As a follow-up to the previous question to help
determine the larger industry trends shaping their
business, from a prompted set of responses, we asked
respondents to tell us how these changing viewing
habits are impacting their total video advertising
strategy.

targeting of advertisements as opposed to spot
buying, with 100% of pure-play OTT providers noting
that this was one of the most fundamental changes to
their video advertising strategy.
Though there was less agreement on other strategy
changes, it is interesting to note that 69% of content
owners concurred that they would be focusing more
on contextual advertising as a result of changing
viewing habits. Clearly, with audiences becoming more
fragmented across different video platforms, basing
advertising on what these consumers are watching
or have watched will continue to grow in importance.
Similar to basing Internet advertising on frequentlyvisited websites or recently-purchased goods,
contextual advertising for video allows for more
effective targeting of audiences.

Overall, 80% of respondents agreed that changing
viewing habits had resulted in the requirement (or
ability) to deliver cross-platform audience reach, with
100% of advertisers saying that this was the biggest
resulting strategy change for them. As we noted in
our introduction, gone are the days when advertisers
could consistently rely on linear broadcast TV to
deliver the audience metrics and ROI they expect.
Instead, with audiences fragmented across linear
broadcast, OTT, and on-demand, as well as across
multiple device types, reaching these audiences with
salient messages for that particular viewing situation
is paramount. Additionally, traditional reach and
frequency expectations have changed. The same
ad delivered on linear broadcast TV is increasingly
reaching a smaller and less unified audience. All of
these changes, of course, present both challenges and
opportunities, which we will address later.

“

80% OF RESPONDENTS AGREE
THAT CHANGING VIEWING
HABITS HAS RESULTED IN THE
REQUIREMENT (OR ABILITY) TO
DELIVER CROSS-SCREEN REACH

Across all respondent verticals, 59% agreed that
changing viewing habits had impacted individual

VIDEO ADVERTISING STRATEGIES AFFECTED BY CHANGING
VIEWER HABITS
100%

100%

100%

88%

90%
80%

80%

75%

69%

69%

70%

63%

60%

49%

50%
40%

59%

56%
44% 44%
38% 38%

41%

39%

38%

30%

44%
38%

38% 38%

33%

22%

20%

13%

10%
0%
Ability to better target ads
to specific audiences

Delivering cross-platform
audience reach

Enabling universal
Individual targeting vs spot
measurement of reach and
buying
frequency across platforms

More focus on
contextual-driven
advertising
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Majority of Respondents Value Audiences
Differently Across Platforms
After understanding our respondents’ perspectives
on how consumer video viewing habits have
changed and what those changes mean for their
advertising strategies, we asked whether they value
audiences differently across OTT and traditional TV
for the purposes of advertising. Sixty-one percent
of respondents said they currently value pay TV and
OTT audiences differently, with 63%, respectively, of
pay TV providers and pure-play OTT providers saying
they value audiences differently. Meanwhile, 69% of
content owners place different valuations on the two
audiences, while only 44% of advertisers value them
differently. Clearly, there are different perspectives
across the value chain on how to value video
audiences by platform, which makes compromising on
valuations and cost more challenging.
As a follow-up to this question, we then asked the
61% (25 total) of respondents who used different
valuations to tell us which platform (OTT or traditional
TV) offers higher valuations across a range of metrics,
or whether they both offer the same valuation. These
metrics include:

VALUE OF OTT AND TV AUDIENCES FOR THE PURPOSE
OF ADVERTISING
61%

39%

44%

Advertiser

The most interesting responses below are the ones
where the difference in opinion between those valuing
OTT audiences higher and those valuing TV audiences
higher is the most significant. Those are the areas
where one platform has a decided advantage for the
purposes of advertising than the other. According to
our respondents, 48% said they valued OTT audiences
higher when it comes to the availability or quality of
data. This is a logical response, given the increased
usage data that generally accompanies OTT viewing.
Similarly, 40% said they valued OTT audiences higher
when it comes to demographic differences. Finally,
when it comes to total audience reach, 36% said that
OTT offers higher audience valuations on total reach.
There are also similarities in audience valuations
between OTT and TV. For example, when it comes to
measurement and quality of experience, the difference
between the perceived audience valuations is minimal.
For 32% of respondents, TV provides a higher
audience valuation when it comes to measurement,
compared to 28% for OTT, while 32% of respondents
said that OTT provides higher valuations for quality of
experience, compared with 28% for TV.

Total reach
Availability or quality of data
Demographic differences
Ad buyers’/content owners’ preference
Availability or quality of content
Quality of experience
Measurement
Other (Respondent could insert their own
metric)

All

When analyzing these results, it is important to note
that we did not ask respondents whether they valued
audiences differently across all the prompted. Thus,
respondents could value audiences differently across
one, two, or perhaps all the individual metrics. This
is important in understanding why respondents in
this group said they had similar valuations for some
metrics.

VALUE OF TRADITIONAL TV AUDIENCE VS OTT
AUDIENCE ACROSS VARIOUS METRICS
Measurement

56%

28%

Quality of experience

32%

Availability or quality
of content

32%

40%

69%

OTT
Provider

63%

38%

Ad buyers/ content
owners preference

40%

Pay TV
Provider

63%

38%

Demographic
differences

40%

0%

10%

20%

30%

40%

50%

60%

70%

OTT and TV audiences are elavated the same
OTT and TV audiences are elavated differently

80%

90%

100%

Availability or
quality of data
Total Reach

28%

40%

Content
Owner

31%

32%

32%

48%
36%

36%
36%
48%
32%
52%

24%
12%
20%
12%
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Aggressive Timelines For Adoption Of
Data-Driven Advertising
Data-driven advertising models
allow ad buyers to move beyond
the traditional, broad demographic
targeting that has been prevalent
on linear TV. It has been in use
for years with digital advertising
and video providers want to
benefit from the ability to have
a more refined and segmented
audience for their ads. Industry
standardization remains an issue,
however, as data sets across media
companies and video providers
differ, making it challenging for ad
buyers to know exactly what they
are getting with each buy.

We next asked respondents to
detail when they are planning to
adopt data-driven buying and
selling of video advertisements
across both traditional TV as well
as OTT. For the traditional TV
platform, 24% of respondents
said they had already adopted
data-driven buying and selling,
with an additional 41% planning to
adopt within the next 12 months. A
further 22% planned to adopt datadriven models within 24 months.

Thus, within the next 24 months,
a total of 87% of respondents will
be using data-driven buying and
selling of ads.
On the OTT side of the equation,
timelines are understandably
more aggressive, with 90% of
respondents having either already
adopted data-driven models or
doing so within the next 12 months.
OTT as a platform is ahead of
traditional TV because of its ability
to combine multiple sources of
targeting data.

TIMELINE TO DATA-DRIVEN BUYING/SELLING OF ADS IN TV
30%

39%

33%

24%

44%

31%

22%

31%

25%

6%

25%

50%

13%

25%

“

ACCORDING TO OUR
RESPONDENTS, 48%
SAID THEY VALUED OTT
AUDIENCES HIGHER
WHEN IT COMES TO
THE AVAILABILITY OR
QUALITY OF DATA.
TIMELINE TO DATA-DRIVEN BUYING/SELLING OF ADS IN OTT
39%

51%

11%

10%

67%

22%

56%

38%

38%

38%

50%

6%

13%

63%
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Leveraging Third-Party Data Is The Top
Driver For Adopting Audience-Based Ad
Transactions
As a follow-up to the previous
question, we next asked
respondents to rank their primary
business drivers for adopting
audience-based and data-driven
buying and selling of video ads on
an OTT platform on a scale of 1 to
5, with 1 being “not a strong driver”
and 5 being a “strong driver.”
Aggregated across all verticals,
85% of respondents said that
leveraging third-party data was a
strong driver for the adoption of
audience-based buying and selling
of ads. Advertisers were unanimous
in their opinion that leveraging
third-party data is a strong driver.
The more advertisers can access,
the better they can target their ads
to appropriate and more receptive
audiences. Content owners were
almost as unanimous, with 94%
saying that leveraging third-party
data is the primary business driver
for moving to audience-based
buying and selling of ads.
Along those lines, 80% of
respondents said that demographic
targeting was also a strong driver
for audience-based buying and
selling of ads, with 100% of content
advertisers ranking it either a
4 or 5. Obviously, the primary
motivation for adopting audiencebased advertising is to be able to
better target ads based on viewing
information, device matching, as
well as the types of goods and
services they have historically
purchased online. This targeting
will help advertisers get the most
value from their campaigns,
because they are based not solely
on static demographic data, but
on the collection of daily behaviors
that better reflect who an
individual is and what they value.

Business Drivers for
Audience-Based Buying/Selling of
Video Advertisements in OTT

46%

56%

63%

100%

25%

81%

44%
Geographic targeting

56%

Demographic targeting

46%

63%

44%
63%

38%
44%

Psychographic targeting

Leveraging 1st-party data

63%
75%

63%

33%

94%

63%

Leveraging 3rd-party data

Increased yield for
publishers

50%

56%

50%

56%
69%

38%
Increased ROAS for
advertisers

Measurements

50%

38%

41%
22%

50%

44%

50%

59%

63%

54%

38%

51%

100%

49%

63%

44%

50%

85%

75%

80%

63%

38%
56%

63%
Competition

Advertiser requesting of
publisher
73%

50%
75%

78%

Pay tv provider

81%
Innovation

Pure-play OTT
Content Owner
Advertiser
All
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Respondents Identify Numerous
Challenges To Audience-Based Advertising
Of course, a paradigm shift in how TV and video
advertising is done cannot occur without overcoming
both business and technological hurdles. As
the previous question and results bear out, our
respondents are for the most part in agreement
regarding the benefits of adopting audience-driven
buying and selling of ads. However, when it comes to
the challenges in adopting these ads, the results are
not quite as clear-cut.
On a scale of 1 to 5, with 1 being “not a challenge,” and
5 being a “major challenge,” we asked respondents to
rank their top 5 business and technology challenges in
adopting audience-based buying and selling of ads in
an OTT environment. No single response was ranked
as a strong hurdle by more than 49% of aggregate
respondents, which shows that challenges are
abundant and widespread. This type of distribution
often occurs with new technologies or business
models, where consistent success and results are still
difficult to find.
Among our group, data security and implementation
expertise were each ranked as strong challenges

by 49% of respondents. Although access to more
targeting data is seen as one of the primary drivers
for moving to audience-based models, the integrity
of that data remains one of the biggest challenges,
according to our respondents. Beyond data security,
having a partner with implementation expertise also
remains a major concern. Because audience-driven
advertising relies on nascent models and architectures
involving the integration of multiple data stores and
technologies, end-to-end implementation remains
complex. Indeed, 88% of content pure-play OTT
providers ranked implementation expertise as one of
their primary challenges.
For advertisers, 78% of respondents, respectively,
ranked data security and measurement as the primary
challenges in adopting audience-based buying of
ads. Obviously, audience measurement and the
resulting data are critical for advertisers to determine
the success of a particular ad or campaign. Along
those lines, ensuring the security of that data, as well
as demographic data, is important to advertisers
to ensure they aren’t breaching any regulatory
restrictions designed to protect audience information.

CHALLENGES IN ADOPTING AUDIENCE-BASED
BUYING/SELLING OF VIDEO ADVERTISEMENTS IN OTT (4-5)
78%

78%

63%
50%

50%50%

50%

46%
44%44%

33%

50%

44%44%

37%

25% 25%

41%

38%

25%

50%
38%

27%

22%

0%

Identity
resolution across
devices

Data quality

Cross device
attribution

41%

38%38%
25%

25%

0%

Data activation

Data availability

49%

38%

38%

37%

Data security

Measurement

88%
75%

63%
56%

56%
50%
44%

50%

49%
44%44%

41%

44%

46%

38%

41%

38%

49%
44%44%

50%
44% 44%
41%

38%

33%
25%

25%

25%

11%

Implementation
costs

Implementation
expertise

Execution
expertise

Internal
ownership

Pricing

Planning/
forecasting
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Ad Revenue And Spending Clearly
Shifting From TV To OTT
It is clear that TV and video
audiences are becoming
increasingly fragmented, with more
content being consumed on ondemand, OTT, and other platforms
beyond traditional linear broadcast
television. So, it stands to reason
that advertising revenue for pay TV
and OTT providers and spending
for media owners will also be
distributed across these multiple
platforms.
To both verify and quantify
this shift, we wanted to ask
respondents to estimate the
percentage of their total video
advertising spend/revenue the
expected to transact in OTT and
traditional TV platforms today,
within 12 months, and within 24
months.
As expected, advertisers are
shifting their advertising spend
from traditional TV to OTT.
Currently, only 11% of advertisers
spend 21-40% of their advertising
dollars on OTT platforms.
Within 24 months, however, this
percentage grows to 67%. In that
same time frame, our advertiser
respondents reduce their spending
on TV advertising, with 33%
currently spending 21-40% of their
budget on TV, declining to 22%
within 24 months.

11%

11%

11%

1-20%

21-40%

More than 40%

On the other side of the equation,
for pay TV providers with an OTT
offering, currently 50% count
roughly 21-40% of their total
video advertising revenue from
traditional TV spots. Within 24
months, that percentage declines
to just 13%. In that same time
frame, 13% of pay TV providers
with an OTT service generate 2140% of advertising revenue from
their OTT service, growing to 63%
within 24 months.

13%

13%

1-20%

21-40%

More than 40%
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Ad Revenue And Spending Clearly Shifting
From TV To OTT
Looking at this data another way highlights the
overall shift in expected spending or revenue from TV
and OTT advertising. The chart below shows those
respondents, aggregated across all verticals, with
greater than 20% of spend or revenue coming from
each platform today, within 12 months, and within 24
months. Today, 41% of respondents spend or generate
greater than 20% of their revenue from traditional
TV advertising, while only 27% do so from OTT
advertising. Within 24 months, 78% of respondents
will spend or generate greater than 20% of their
revenue from OTT advertising, while only 17% will do
so from traditional TV advertising.

“

WITHIN 24 MONTHS, 78% OF
RESPONDENTS WILL SPEND OR
GENERATE GREATER THAN 20%
OF THEIR REVENUE FROM OTT
ADVERTISING

RESPONDENTS WITH MORE THAN 20% VIDEO
ADVERTISING REVENUE/SPEND FOR OTT AND TV
*Showing data for all groups.

22%

TODAY

27%

WITHIN 12
MONTHS

41%

61%

17%
WITHIN 24
MONTHS

78%

OTT
TV

TV
OTT
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Audience-Based Ad-Buying Expected To
Yield Better ROAS
Return on advertising spend (ROAS) has always been a critical metric for determining the efficacy of a
particular campaign to a company’s top-line revenue growth. ROAS defines a relationship between the amount
of money spent on an advertising campaign with the amount of revenue that particular campaign generates. In
an industry where audiences, platforms and advertising outlets continue to become more fragmented, ROAS
will play an even more critical role in helping media owners determine which platform — linear TV, OTT, ondemand — or which combination of those platforms provides the best ROAS.
With technology advances helping to refine the targeting of viewers by demographic data, location and other
metrics, advertisers are also becoming more selective about not only the platforms on which they advertise,
but also how they target specific viewers with their message. Both audience-based advertising and contextual
advertising are quickly becoming critical methods for the improved targeting of video ads.
Historically, age and gender were the only metrics used by advertisers and pay TV providers for targeting and
determining the value of individual spots or blocks of spots. Now, advertisers can buy access to audiences
rather than spots within specific programs. From the purchased audience, they can then more effectively target
individual households based on additional data, such as how many children they have, which cars they drive,
how many pets they have and so on. An increasing amount of ad inventory is being reserved for this type of
audience-based inventory. Still, the vast majority of ad inventory, at least for the foreseeable future, will still be
based on traditional age and gender metrics, as those continue to provide the broadest reach across audiences.
We asked our respondents to estimate the expected increase in their ROAS or yield by moving from traditional
ad buying to audience-based buying and selling. Our expectation was that the more granular targeting
offered through audience-based buying and selling would contribute to an improved ROAS or yield. Across all
respondents, 54% said they expected to see an 11% to 20% increase in ROAS or yield by moving to audiencebased buying or selling, while an additional 32% said they would see a 6% to 10% increase.

EXPECTED INCREASE IN ROAS/YIELD THROUGH
AUDIENCE-BASED AD BUYING/SELLING
All 0% 7%

Advertiser 0%

32%

11%

54%

33%

Content
0% 6%
Owner

44%

Pure-play 0%
OTT
Pay TV w/ 0%
OTT

0%

44%
44%

10%

38%
20%
None

0%

11%

0%

6%

0%

13%

88%
13%

7%

50%

30%

40%

50%

1-5%

6-10%

11-20%

60%
21-30%

70%

0%

0%

80%

90%

100%

31-50%
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Audience-Based Ad-Buying Expected To
Yield Better ROAS
Among our advertiser respondents, 44% expect to see
an 11% to 20% increase in ROAS, while an additional
33% expected a 6% to 10% increase. For pay TV
providers, 50% expected an 11% to 20% increase in
advertising yield, while an additional 38% expected
a 6% to 10% increase. For pure-play OTT providers,
a whopping 88% expected an 11% to 20% increase
in ROAS. The near-unanimous result is indicative of
a segment that is optimistic for advertising revenue,
in general. But also because they hold an advantage
when it comes to offering more granular user data,
including browsing and viewing history, online
purchase history, and other important metrics for
targeting.
Finally, we asked respondents to consider the ROAS
or yield increases over a period of time. We wanted
to know whether those increases would occur in the
short-term, or within one to two years. Across all
segments, 56% of respondents said they would see a
6 to 10% lift in ROAS or yield through audience-based
advertising now, with 34% saying that they would only
see a 0% to 5% increase now, likely due to the limited

availability of ad inventory based on audience today
as well as the fact that this type of segmenting,
though discussed for years, is only now becoming
readily-available. Within 12 months, that percentage
declines to 41%, with 37% of respondents saying
they expect an 11% to 20% increase in ROAS or yield.
Finally, within 24 months, 54% of respondents expect
to see an 11% to 20% lift in ROAS or yield, while an
additional 10% expect to see a greater than 20% lift in
ROAS or yield
Among our advertiser respondents, none expect to
see an 11% to 20% increase in ROAS today. But within
two years, the percentage shifts significantly, with
56% of advertisers expecting an 11% to 20% increase in
ROAS, and an additional 11% expecting a greater than
20% increase in ROAS.
Increasing first- and third-party data sources
combined with usage and viewing behavior made
available through OTT services continues to drive the
transition toward more audience-based advertising
across all screens. When combined, the value of that
data to advertisers, pay TV providers, and pure-play
OTT providers will continue to increase alongside.

EXPECTED INCREASE IN ROAS/YIELD OVER TIME
2%
5%

2%

30%

37%
56%

54%
41%
32%

37%
20%
Now

5%

For next 12 months
0-5%

6-10%

11-20%

For next 24 months
More than 20%

*Showing data for all groups
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0-5%

6-10%

11-20%

More than 20%

*Showing data for all groups

EXPECTED INCREASE IN ROAS/YIELD OVER TIME

11%

33%

44%

56%
44%
56%
22%
22%
Now

For next 12 months
0-5%

6-10%

11-20%

11%
For next 24 months
More than 20%

*Showing data for Advertiser groups only

Conclusion
Across the video ecosystem, from advertisers to
content owners to pay TV providers, changing
patterns in consumer viewing habits are resulting in
a sea of change in video advertising. For example,
according to our survey respondents, 76% said that
more video streaming on smartphones was the most
important change in video viewing habits over the last
year.
As a result of these changes in video consumption,
advertising strategies have changed. Eighty percent
of respondents agreed that changing viewing
habits had resulted in the requirement (or ability) to
deliver cross-platform audience reach, with 100% of
advertisers saying that this was the biggest resulting
strategy change for them.
The strategy changes are prompting advertisers to
aggressively pursue data-driven advertising models
to better segment and target their audiences and to
provide more granular demographic data than was
previously available. Data-driven models are becoming
a must, especially with the continued fragmentation
of audiences across multiple platforms and services.
For all of our respondents, advertising has to evolve
to become agnostic across all platforms, networks,
devices and demographics. Our respondents are
optimistic that increased data targeting and audiencebased buying will increase their ROAS.

“

AMONG OUR ADVERTISER
RESPONDENTS, NONE
EXPECT TO SEE AN
11% TO 20% INCREASE
IN ROAS TODAY. BUT
WITHIN TWO YEARS, THE
PERCENTAGE SHIFTS
SIGNIFICANTLY, WITH
56% OF ADVERTISERS
EXPECTING AN 11% TO
20% INCREASE IN ROAS,
AND AN ADDITIONAL 11%
EXPECTING A GREATER
THAN 20% INCREASE IN
ROAS.
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Methodology
SpotX commissioned Kagan to
conduct telephone interviews with
40 of the leading pay TV providers,
pure-play OTT providers, content
owners and advertisers in the
U.S. The survey was conducted in
December 2017 and the final total
of respondents reached 41.
In terms of the distribution
of respondents by market
vertical, 22% of respondents
were advertisers, while 20%,
respectively, were pay TV providers
with an OTT offering or pure-play
OTT providers. The remaining
39% of respondents were content
owners. This distribution provides
a good cross-section of responses
to understand both sides of the
video advertising equation and
to synchronize each vertical’s
timelines for the introduction of
data-driven advertising strategies
and technologies.
It is always important to speak with
the individuals at each organization
who are decision-makers in the
overall video advertising strategy
or the technology selection for
video advertising platforms. Sixty
eight percent of our respondents
were at the director level or above,
with 22% either VP or C-level
executives.
Additionally, 71% of respondents
said they either had a lot of
influence or were the primary
decision-maker when it came to
the purchase of video advertising
technologies. These individuals
provided critical insight into their
companies’ video advertising
technology strategies, along with
which technologies they plan on
employing.

LEVEL OF RESPONDENTS PER
CATEGORY

36%
50%

50%

56%

46%

6%
13%
13%

13%

13%

13%

13%

13%

Pay TV w/
OTT

Pure-play
OTT

Business

10%
13%
13%

31%

13%
Content
Owner

C-level

12%

Advertiser

VP

20%

All

Director

40%
63%

68%
80%
100%

60%
38%

32%
20%

Some influence

A lot of influence

Primary decision maker
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For more information please reach out to info@spotx.tv

www.spotx.tv
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