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<<Laura Martin, Analyst, Needham and Company>>
Good morning. I'm Laura Martin, Needham's Senior Research Analyst for streaming and ad-tech companies. Welcome to the third day of Needham's AdTech Measurement Virtual Conference. The format of this conference is that anyone can ask a question at any time, just put up your hand in the Zoom and the Wall Street Webcasting folks will unmute you. And you can ask a question in-person on screen or alternatively you can type it into the Q&A or the chat box. I keep all of those open.

My goal today is to answer your questions from the audience. Many investors today are hyper-focused on measurement. Now that Nielsen has lost its MRC accreditation and Google has promised to deprecate cookies as a targeting option in 2023. This conference is designed to identify measurement problems and solutions from the best brains in ad-tech measurement space.

With that in mind, let me begin by introducing our speaker right now, Laura Salant. Laura has been with Undertone since January of 2014 and Perion bought Undertone in 2015. Laura is a well-known senior strategist, researcher and marketer, known for producing actionable insights that generate revenue for clients. Prior to joining Undertone, she held senior marketing positions at About.com, Scientific American and her own consulting firm. She holds a BA in English from Rutgers University.

So Laura, I think the best place to start or a good place to start is tell us a little bit about Perion and tie that to how Perion is involved in measurement. What's your Perion's relationship to measurement? Why does it matter to Perion?

<<Laura Salant, Managing Director of Research & Insights>>

Sure. So Perion is a wonderful tech company who makes products that have real value for our customers. SORT, which I know we're going to talk about more today is a great example of that. That is our world-class campaign optimization solution, it's also cookieless. So those particular results certainly prove value. We also do third-party measurement studies as well to prove not only looking back on a campaign that we achieve goals, but also to provide Intel for moving forward, what should the next steps be?

<<Laura Martin, Analyst, Needham and Company>>

Okay. So can you talk about Perion's relationship to measurement? Why is measurements important to Perion?

<<Laura Salant, Managing Director of Research & Insights>>

I think it's important because we put our money where our mouth is. It's not only measuring how we're optimizing the campaigns, but just proving that we're actually doing it. We're not just claiming that this is a wonderful thing, we are making sure that we're communicating that to clients in a way that they are taking away insights that are actionable.
<<Laura Martin, Analyst, Needham and Company>>

Okay. Can you talk about your role inside Perion and how you use measurement and your role specifically?

<<Laura Salant, Managing Director of Research & Insights>>

Absolutely. So my job and the job of my team is 100% focused on measurement. We are privileged in that, we have just a wealth of data that we can consult and also the ability to reach out for research as well. When I first started in this business, when I was a fresh faced 20 year old, my first mentor said to me, you can go about this job in different ways. You can either do it in a mechanical way or you can be a poet.

So me and my team of poets, it really makes a difference. We're connecting the dots across all of the different sources that we have, adding that insights layer. To me, data is sort of like little sort of wiggly little living organisms. And then when you are able to develop a well developed insight and look at that data through that lens, everything snaps into focus.

We also think of ourselves as having three constituencies, who we advocate for. So of course, there's Perion and our responsibility to help grow the business. And then the second one is also a no-brainer our clients, not only to deliver for them but also to make things better for them in both the short and the long-term with what we share with them. The third one is a little bit more unusual. We feel a responsibility to advocate for the audiences that our brands connect to.

So SORT, really helps us to do that, to make sure that we approach them respectfully and also understand them in a nuanced way. And we try and pass those types of insights onto our clients. Because if you are making the audience happy, if you're giving them relevant information that they need, relevant content, relevant ads. And then you are helping the clients to succeed with that. That really goes a long way towards growing the business.

<<Laura Martin, Analyst, Needham and Company>>

Okay. So stepping up to the 30,000 foot level, can you talk about the status of measurement today? What are its problems and what needs to be fixed?

<<Laura Salant, Managing Director of Research & Insights>>

Okay. I think at the same time, this may sound a little bit funny. I think we do too much and we do too little. So on the too much side, we have so much data. Everybody collects tons of it. It can be disorganized, it can be untethered. There's a lot of noise there. We saw something interesting come out of a recent study done by Publicis Sapient in which they noted that 90% of CMOs track their brands and collect data, but yet more than half struggle to find actionable insights. So that's all this stuff is out there. How are we putting it together? On the too little side, I think the thing that we tend to leave out of the equation which just seems kind of stupid to me is we leave out creative, what's the power of creative in order to activate people, in order to get them excited, in order to get them to connect with that brand.

<<Laura Martin, Analyst, Needham and Company>>

Okay. So that's not in your power though, is it? I mean, you don't control creative, do you? You can only measure A/B testing of creative, which is a measurement idea, actually.
<<Laura Salant, Managing Director of Research & Insights>>

At Perion, we contribute to that. We have our own in-house design team, Pixel, who works with our clients. Sometimes it's purely their creative. Sometimes it is creative that we design as well. And one of the things that why not get into it right now, I was thinking of getting into it later, but we use the science of behavioral economics. When it comes to creative and behavioral economics, of course, is the idea of using psychology to understand how people make decisions, including purchasing decisions.

So we work with a company, a great company called System One. And what they're able to do is they have a measurement system that predicts market share growth based on emotional reactions to the creative. So when we pair that, when we pair that great creative with the great campaign optimization technology of SORT, it's really pretty powerful. And I think that if a media team doesn't have input control or at least understanding of the creative, I don't know how you plan. We do see that disconnect happening. It happens a lot. But I would hope I always dream of a Utopian sort of a future and I'm not leaving until we achieve it, by the way. I've been here a long time.

Well, I've got my rosy pink Perion background on right now. So I'm feeling very optimistic but everything is connected to everything else. And one of the things that happens, another one of the weaknesses, I think. Particularly in digital, we are obsessed with categorization, absolutely obsessed. We break things into parts. We assign things to different categories, to different elements of the business. In a way that's kind of obsessive and maybe doesn't serve our clients, all that well. Are we imposing artificial strictures on this? Just because this is the way that we've set up our businesses and have for a long time. I started in digital in 1995, so pretty much right at the beginning. And I blame myself for this too, but I feel…

<<Laura Martin, Analyst, Needham and Company>>

For an industry dysfunction, you blame yourself?

<<Laura Salant, Managing Director of Research & Insights>>

I contributed, we were myth makers back then. So the myth was that we could know everything, whereas people in TV knew nothing other than those sort of broad targets. And I feel that while we’re – we’ve been trying to live up to that myth ever since, instead of using data in a really intelligent way, the way that Perion does, particularly when it comes to sort.

<<Laura Martin, Analyst, Needham and Company>>

Okay. So let’s talk about what the most important metric to be measure it is.

<<Laura Salant, Managing Director of Research & Insights>>

Okay. There’s one, hands down its attention, because if people aren’t paying attention to what you’re putting out there to your message, your entire investment is lost. And I’m really heartened that I’m hearing more and more about attention these days. I think for really quite a while, instead we’ve been hearing people talking about not being disruptive, don’t disrupt the browsing experience, be quiet, be polite, maybe be a little timid, and then we wonder why it’s met within difference.

So we actually did a study where we asked people from the adult members of Gen Z up to Baby Boomers. What they felt about ads? And we learned that about three out of four are either finding that they’re often or sometimes engaging with ads because they’re helpful. They’re relevant. They’re educational. They’re entertaining. But the question is which ads, so that’s what needs to be solved, which ads.

So one of the things that Perion does is we use a metric called CPAT, which stands for cost per attention time. This is really a measure of the efficiency of attention. The way the formula works is really very simple. It’s the cost of the campaign to the advertiser divided by the total number of seconds spent engaging with the ad by all of the users late end-to-end. And I have to say we do pretty well, happy to brag about that.

<<Laura Martin, Analyst, Needham and Company>>

So I was at the IIB Conference on Monday and I was in an attention subgroup. And it was like a fist fight in there like it never occurred to me. There could be so many definitions of attention and they were all sort of equally valid, but increasingly strict about what an advertiser should be willing to pay for. So how do you measure attention?

<<Laura Salant, Managing Director of Research & Insights>>

Well, we do measure attention in terms of the time spent actually engaging with the ad.

<<Laura Martin, Analyst, Needham and Company>>

What does that mean?

<<Laura Salant, Managing Director of Research & Insights>>

That means either looking at the ad, not closing it down, interacting with the ad in some way. So definitely being in touch with the ad. We’re also working on a custom attention metric, which I’m not at liberty to talk about right now because it’s in the development stages. But what we’re trying to do is we’re trying to understand even to the degree of what parts of the ad are drawing attention, what parts are not. In a way that perhaps doesn’t go with the trend of eye tracking, not really a fan of eye tracking. I have a cat. I watch her look directly at nothing at all.

I find myself sometimes, my wife likes these really complex British mystery shows. And I sit with her because I want to spend time with her and I try and watch it. And I look right at the screen and nothing is getting through. Absolutely nothing is getting through. So we’re coming at this from a different direction. And we’ll see what we learn. How can we align that with all of the data that we’re getting on these ads as well.

<<Laura Martin, Analyst, Needham and Company>>

Okay. So let’s drill down on that a little bit. So the dialogue in the room I was in was on connected television and the – you guys don’t do connected television, right? Your stuff is like less than…

<<Laura Salant, Managing Director of Research & Insights>>

No, we do.

<<Laura Martin, Analyst, Needham and Company>>

Okay. How much of your stuff is to connected television?

<<Laura Salant, Managing Director of Research & Insights>>

Dan, do you know? I mean it’s growing like crazy.

<<Daniel E. Aks, President of Undertone>>

Yeah. We generally don’t split out the exact amount of revenue, especially during this quiet period that we’re in. But it’s a significant portion of our revenue. And the way what we do is not only do we just distribute obviously digital assets, but we add value to those assets to either creating various portions around the video that enhance the interaction. We also use connected to Interactive CTV, which allows people to actually click on the screen itself to enhance, to get additional engagement. So we’re very, very deep into the whole area of…

<<Laura Salant, Managing Director of Research & Insights>>

And Dan by the way is Undertone’s President. Of course, Undertone is a proud Perion company.

<<Laura Martin, Analyst, Needham and Company>>

Okay. So we’re staying on this issue of attention. So the big knockdown drag out fight was eye tracking like is engagement or attention going to be me measured by looking at the screen or if you’re on a second screen and there’s an ad running, you still can hear it. You still have the audio. So that should be called as attention. So someone’s in the room. If they leave the room, everybody agrees that’s not attention. So my question is, when you say, you really only focus on attention that that’s the core metric, what – I asked you, what definition are you using? What definition are you using right now?

<<Laura Salant, Managing Director of Research & Insights>>

Focused attention.

<<Laura Martin, Analyst, Needham and Company>>

Which means eye tracking?

<<Laura Salant, Managing Director of Research & Insights>>

No, which means that you are looking, you are encoding the message as well. It goes beyond eye tracking. It’s not only that you’re looking it’s that you’re absorbing it. For instance when you think about what happens with a TV commercial maybe you’re even like really into it and then like 30 seconds later, you can’t name the brand happens…

<<Laura Martin, Analyst, Needham and Company>>

How do you know that? Like, you don’t know if I’m engaged, how do you even know I’m looking at the TV screen right now without violating my privacy?

<<Laura Salant, Managing Director of Research & Insights>>

Well, what you do know, and what you do have is you have the ability to ask questions. So if you’re doing research, you have the ability to surround this with additional information, additional questions, additional insights, so that you can connect those dots across. So this would be in a testing environment. Again CTV is harder to measure attention with than digital is, because we can see on digital, it’s not required that you watch that ad in order to continue to watch the show.

<<Laura Martin, Analyst, Needham and Company>>

So we’re back on, you said the only metric that matters, which by the way, this is the first time in 10, that attention is A, you said there’s only one metric that matters attention.

<<Laura Salant, Managing Director of Research & Insights>>

Yeah.

<<Laura Martin, Analyst, Needham and Company>>

And B, attention is the first time it’s come up. Okay. So what I’m trying to do is if you think there’s only one metric that matters and it’s called attention, I’m trying to get it, how you measure attention?

<<Laura Salant, Managing Director of Research & Insights>>

I’m trying to answer you without revealing what we’re working on, because it’s a little bit too early.

<<Laura Martin, Analyst, Needham and Company>>

No, no. You’ve been measuring attention to date presumably, if this is your answer, presumably this isn’t a future facing aspirational goal, right?

<<Laura Salant, Managing Director of Research & Insights>>

That’s absolutely right.

<<Laura Martin, Analyst, Needham and Company>>

So tell me what you’ve been doing in the past to measure attention.

<<Laura Salant, Managing Director of Research & Insights>>

Okay. Right now what we’re doing is we’re measuring time engaging with the ads. So time when it’s open, time when people are interacting, whether it’s digital, whether it’s CTV, as Dan mentioned, a lot of our CTV creative includes interactive elements as well.

<<Laura Martin, Analyst, Needham and Company>>

Okay. Yeah. Okay. Yeah. So if they’re using the QR code, but okay…

<<Laura Salant, Managing Director of Research & Insights>>

It’s beyond the QR code. For example, we recently measured a travel ad that we ran and not only does it include the video giving you flavor of the different destinations, but also it gives you the opportunity to dive in and do more to click through different elements of the destination. You can have a city experience. Here’s what the food is. Here’s what everything else is. So there are elements of that where you can really measure attention.

<<Laura Martin, Analyst, Needham and Company>>

Okay. And it sounds like a lot of the attention for CTV is being done in a testing environment. It’s not census data coming from the real world is the engagement you’re measuring for the non CTV part census level, where it’s real life or is it still in a testing environment?

<<Laura Salant, Managing Director of Research & Insights>>

Yes, it’s both. It’s both. So what we’re doing is we’re measuring the census, because we have those performance metrics. We know who’s clicking, we know where they’re clicking, what they’re doing. And we’re also asking them about it as well, asking them about the experience.

<<Laura Martin, Analyst, Needham and Company>>

Okay, great. How do the risks and problems get worse when cookies get deprecated?

<<Laura Salant, Managing Director of Research & Insights>>

Okay. So I have this little post it here. If I hold it up, you probably can’t read it. It says wrecking ball on it. I read about your…

<<Laura Martin, Analyst, Needham and Company>>

A theme song, Miley Cyrus sings it.

<<Laura Salant, Managing Director of Research & Insights>>

I know I read about your bold predictions at the ad exchange your conference. So I don’t think I have your flair for drama. However, in the spirit of the sisterhood of fairly bold Laura’s, let me ask you, why are you asking me about cookies? They were invented in 1994. They’re almost 30 years old. Why do we hang on to the past? For dear life, when in fact we’re talking about the future. This is one of the reasons why Perion developed sort, we want to be ready, but not only do we want to be ready for cookies to be deprecated, we want to do better. We want to have a better solution. Cookies were never the best I think to begin with. How can we go further?

<<Laura Martin, Analyst, Needham and Company>>

Okay. Let’s stay on the question? How do the risks and problems get worse when cookies get deprecated? You’ve just made the point. We shouldn’t be holding on to cookies, fine. How does the ecosystem get worse? It certainly adds uncertainty for sure to the ecosystem – at the ecosystem.

<<Laura Salant, Managing Director of Research & Insights>>

It does, it adds uncertainty. And I think for one thing, I think it makes attribution harder.

<<Laura Martin, Analyst, Needham and Company>>

Yeah. Agreed. I agree.

<<Laura Salant, Managing Director of Research & Insights>>

Yeah, for sure. However, I think there’s an opportunity, we can’t be the only ones and I know we’re not the only ones working on solutions for the cookie list future. We really have no choice at this point, but to move forward rather than hanging on to something in the past that was so limiting. When we think about cookie based targeting, it’s very rigid. It’s very restrictive. Dan, you had a great story about how cookie based targeting sort of went wrong. Do you want to tell her?

<<Daniel E. Aks, President of Undertone>>

Yeah, let me – I will. And thank you, Laura. Let me just step back for a moment. I’d like to build on a bit of what you said about cookies. From our perspective, it’s good riddance cookies. I’ll give you a story about how we guide into it. First, what is – let’s talk about a cookie is. It’s essentially a way of determining a traditional gender, age and historical database. It believes that the essential approach to marketing is to reduce human beings to historical database, then figure out what they want to do based on traditional gender and age. That’s a crutch and a bad crutch. And what it did was it allowed people to basically say, look, I’m reaching my target audience. This is fantastic. I’m getting what I’d like to be able to do.

I would argue. So what happened to the Perion when we decided we needed to move away from cookies, because it was obviously going away. We were – like, everyone else saying, oh, heavens what do we do? Let’s come up with an alternative solution. And like most great inventions you find – you invent something that actually is far better than what you had before, not because you planned it, because you fell into it.

So our approach was to say, instead of judging what people might do based on the historical database and the factors that cookies give you, we said, let’s create a way of understanding what people are actually doing when they’re on the internet and harnessing the full power of the internet, which is to be able to generate millions of combinations of signals, which tell you what frame of mind is this person in at this time and be able to understand based on all these signals, if they be amenable to a specific type of advertisement.

And so we created this, we put people into these groups and we started getting two to three times the response rate that we got with cookies. So now we said, wow, why is this happening? And of course, we had to go back and reverse engineer, why this good result happened? I wish I could tell you because we were so brilliant that we saw it coming, but instead we fell into something. And what it turns out is, if you think about your target audience, simply saying that someone is a mom, who bought something in the past will tell you what they’re going to do in the future, any financial answer tell you, performance in the past is now predictive of the future. That’s also very true when it comes to marketing. So let’s go back, unfortunately, people, my age will remember this, probably not many others, but when Ford created the original Ford Mustang.

So back in the mid-60s, they saw a market opportunity as baby boomers were becoming driver’s age. And they said, let’s produce a sporty car for first time car buyers, young people, and put it at a low price point, because that’s all they can afford. Good strategy. But they ended up finding out was yes, they hit a bunch of that target as they predicted, but they got lots more buyers. They got people who were couples or had small families. They had older people who wanted to feel young to get this beautiful looking car.

And so the notion that using cookies, I argue says, you’d rather be precisely wrong than vaguely, right? And what using the power of the internet to be able to identify intent by signals and then inviting people who would be more likely to respond to that ad is a far better strategy than frankly, as Laura described the 1994 crutch called cookies and cookies actually we know they damage brands, right?

We have data, that says people hate being stalked. In fact, that it’s set off this entire rebellion against the surveillance capitalism, it’s the stalking, it’s creepy. And brands talk about brand safety all the time, they should. It’s a good thing. They don’t talk about user safety. And I postulate that user safety is going to become an increasingly part – important part of the media mix when advertisers consider how to go to market.

So I think what we’re finding out is cookies are static. These new algorithms like sort is, for example, it knows that people, their desires change, their needs change, their emotions change. And so recognizing in real time what those are is a far better approach than a static approach. And so this is, I hate to use a trite expression, like a paradigm shift, but I will. Marketers are going to now have to get over the use of cookies. It’s going away. They don’t have a choice. The good news is they’re getting a solution from SORT potentially others in the future, but SORT is as far as I know, the most advanced one out there now that says, stop worrying about this precisely wrong move to the vaguely right, start getting bigger audiences, more engagement by harnessing the power of the internet, rather than using a cut and paste.

When I was in magazines back in the 90’s and even earlier, people did this, yeah, I’m going to buy an auto magazine because I’m trying to reach auto buyers or something. That is part of the expression old school. Marketers are now going to have to start thinking about in the absence of cookies, what are algorithmic ways of finding intent of people and baking those into how they go to market? So I think SORT was actually, as I said, an accident, but a far more effective way than what we have going out there now.

<<Laura Martin, Analyst, Needham and Company>>

Let’s just move to the next question, because you guys have moved there anyway, which is, how do you see the future of measurement unfolding? I would say SORT was late, not early. Every DSP has a answer to cookies. Most of them had answers before the first Google deadline. You guys didn’t announce SORT till after Google had already extended for two years to the new deadline, which is the second half of next year. So I would say SORT is late. But the point is everybody’s got a cookies replacement and of course they all argue it’s better. I don’t think so for the ecosystem. I don’t think it’s helped my opinion. It’s not helpful for 12 DSPs to have single solutions that can’t be better for the ecosystem than a single metric, even if it’s flawed where the whole ecosystem can use it.

But let’s talk about how you guys see measurement unfolding and take your premise that the world’s going to be better without cookies. I would disagree with that, but you guys believe that’s something moving on. Tell us how you think the future of measurement will unfold.

<<Laura Salant, Managing Director of Research & Insights>>

Yes. But I would also argue with the fact that just because everybody has these solutions that they’re equal. Are you seeing performance metrics from them that match what we’re getting from SORT?

<<Laura Martin, Analyst, Needham and Company>>

Yeah, I am. And they’re a lot older. They’ve been in the market four years, five years. So yeah, I think we are. But and again, you’re grading your own homework. I don’t have a Comscore that’s going in and measuring you against each other. Your numbers are fabulous of Perion. So you’re convincing clients in the real world that SORT is better than other DSPs. Otherwise they’d use a different DSP. So you’re convincing clients. And at the end of the day, Wall Street cares about that. We care about the revenue. But I don’t have a third-party Nielsen or Comscore comparing and contrasting all the different solutions in a post-cookies world.

<<Daniel E. Aks, President of Undertone>>

We have clients who are telling us our performance is superior and that’s our best. That’s the ground level work that we have.

<<Laura Salant, Managing Director of Research & Insights>>

Yeah, absolutely. For instance, a philanthropic organization told us that our SORT campaign and this philanthropic organization has been around for 75 years, said that they got the biggest responsive donations they ever have.

<<Laura Martin, Analyst, Needham and Company>>

So let’s talk about where you see the future measurement going.

<<Laura Salant, Managing Director of Research & Insights>>

Okay. I think frankly, and again, I’ve got my rosy Perion pink here on I think that we’re at an inflection point. We’re at an inflection point where we can shake off all of those things that we have clung to so strongly in the past. And I think that we maybe finally entering a time of innovation. Again, we’ve been feeling this sort of waiting for shoes to drop on hold feeling for so long. COVID didn’t help with that.

But the very fact that you’re telling us that you’re seeing all of these great solutions from DSPs, I find to be encouraging. Again, we think ours is better. But it reminds me of when this all started. When it was sort of the Wild West and the person who was going to win were the people who were the most creative, the most intelligent and also the people who finally realize that it is not us who are driving the bus. It’s the consumers who are driving the bus.

We think move so fast. Clearly we don’t. We’re hanging on to a 28 year old cookies and 124 year old purchase funnel. So I – which kills me by the way, Dan knows it’s my friend of me. But this is an opportunity for us to recognize that the consumers are moving way faster than we are. They have their needs, their challenges that we need to meet. I’m not saying that we should start over, but we should certainly spend more time worrying about what it is they’re looking for. So like a good example of this is QR codes, which obviously they had a resurgence during COVID. They were kind of around before that. And they were actually around a long time before that Dan and I have talked about the QCAT, I don’t know if you remember the QCAT. It was right around 2000 and it was a device that came out of print magazines. I think it was Forbes.

It was an input device. So instead of a mouse, it looked like a Siamese cat. You were supposed to put the QCAT on your ad in your magazine, and it would take you online to do that. Nobody did it. And the general complaint was my magazine is not near my computer. So that was the olden times as far as that’s concerned. But I think now what is going to happen with QR codes is that we’re going to have to go beyond just taking them to a website what consumers are going to start demanding, particularly the youngest ones, the gen-Zers they’re really into exclusivity.

So if we could deliver you activate the QR code and all of a sudden you have access to a wonderful concert or a pair of sneakers that nobody else has. That kind of thinking is what’s eventually going to win. That kind of thinking is where we are right now in terms of having everything being open. Again, it’s a great time to rethink and just sort of relying on a QR code as a fancy gadget and a way to activate call to action or a way to click through is not the way to think about it. We should be thinking about all of these things. And I think we will. I hope we will. Laura, I can’t hear you.

<<Laura Martin, Analyst, Needham and Company>>

Sorry. The only thing I’d say about that is consumers are moving along. What AdTech does is use tech to track them. I have to laugh about your purchase funnel. I had a guy on a rev and ramp yesterday about the purchase funnel, and I didn’t know there was so much anger against the purchase funnel. I think that’s so funny.

<<Laura Salant, Managing Director of Research & Insights>>

It’s persisted because it’s simple, but it’s not accurate.

<<Laura Martin, Analyst, Needham and Company>>

Okay. But anyway, did we answer the future of measurement? I don’t think consumers have changed. I think what’s changed is AdTech is getting better. I mean, your place in the world is the technology stack to try to keep track of what consumers are doing and then predict what they’ll do next, so that an advertiser can be more effective. So can you talk about the future of measurement and why we think it’s going to get better at predicting which ads are going to be more effective with consumers?

<<Laura Salant, Managing Director of Research & Insights>>

I think it will be for some. I think it will be for Perion, certainly. Because one of the things that SORT does and just sort of building on what Dan was saying earlier, the beauty of SORT is that it uses the technology to predict what mindset the person is in, and then serve them the right ad. And also you know as mindsets change. Dan was talking about like one minute, you’re a mom, you’re thinking like a mom, the next minute, you’re a gamer, a traveler, a financialist. So what happens then is that these smart groups that they’re matched to, once they enter a page are entirely fluid. At one moment you might be in one, at one moment you might be in another. So this is doing precisely what you’re talking about is really understanding the consumer behavior.

And then if we are able to also engineer the creative to the ad so that using that behavioral economics. So that we know that it’s more likely to engage, it’s more likely to activate, it’s the right ad with the right person, in the right moment. Then that’s a rosy future as far as that certainly as that campaign is concerned. And what’s next? What more can we know? We obviously have all of the background, all of psychology of human nature. But acknowledging the fact that people are more than those narrow strictures that the traditional targeting has, I think, opens up so much opportunity.

<<Laura Martin, Analyst, Needham and Company>>

And you think SORT does that? I mean, you think SORT closes that gap of what, right?

<<Laura Salant, Managing Director of Research & Insights>>

Absolutely.

<<Laura Martin, Analyst, Needham and Company>>

Let’s talk about Perion’s measurement solution, and how it fixes today’s weaknesses and problems with measurement.

<<Laura Salant, Managing Director of Research & Insights>>

Okay. So, I talked about the too much and too little thing. So in terms of too much in terms of too much data, this is the right data used toward an end that’s of an advantage to the advertiser. So, if I could just sort of go back, because as you were mentioning before, SORT is like a little bit, maybe difficult to explain. Let me go over it once again, so that everybody gets it. So, what happens here is that when a user visits a page, they’re matched with a smart group that predicts their mindset based on data signals.

And then because we know what their mindset is in that moment. We can serve them the right ad that helps to satisfy their need and is a fit with who they are in that particular moment. And the beauty of it is that there’s the consumer, they’re expressing themselves online in many different ways and then SORT meets with an answer. In terms of understanding the fullness of the person fully realized humans SORT is right there. You, we change on a dime. I can remember this was a long time ago, gosh, it must have been 10 years ago, talking to the Head of Product at Microsoft.

And I was doing a project trying to understand the different mindsets behind search. And I asked if they had any information based on search strings from Bing. And she told me that the problem was the search strings were things like cookie recipe, puppy, career growth, bunion on my toe. So this is how humans are we dart back and forth in different ways. SORT, not only allows for that and embraces if, moving into a different kind of a smart group to be able to deliver that. And the fact that it’s entirely fluid, I think is a huge differentiator as far as these kinds of systems go.

It also is entirely scalable, which is pretty exciting. Cookie based targeting is not scalable at all. Once you get outside of those parameters, you’re done. So this, because it reaches out to anybody who is likely to be responsive for whatever reason. Opens up, a world of opportunity to sell more stuff. Beyond that, the insights that we get are really wonderful. One of the things that my team does is we take all of the data signals that we get with the SORT results. And we’re able to build these really rich personas of who the most responsive users are. So that really brings that to life for the client. We had one client, we recently had a SORT event in the city. And one of the clients who Dan was interviewing on the panel said that their SORT persona was really useful for them in planning their linear CTV, and CTV campaign, because they learned that fear of missing out and to driver.

<<Laura Martin, Analyst, Needham and Company>>

And you want to talk about this subject, what’s is Undertone’s measurement solutions, how it fixes weaknesses?

<<Daniel E. Aks, President of Undertone>>

Sorry, Laura, you want to take that?

<<Laura Martin, Analyst, Needham and Company>>

No, no, it was the same question I just asked her. I’m asking if you want to build on…

<<Daniel E. Aks, President of Undertone>>

Oh, no. I think Laura, I did – I have nothing further to add on what Laura said, and think she capture it perfectly.

<<Laura Martin, Analyst, Needham and Company>>

Okay, great. So then I’ll move on to the next question, which is, doesn’t CTV measurement need to integrate. Well, I guess my question is, I guess it, would you be – I’m going to put words in your mouth, but my guess is you feel that CTV measurement needs to be integrated into the other screens of digital more importantly than it needs to be integrated into linear TV where you had no capability. Is that an accurate statement?

<<Laura Salant, Managing Director of Research & Insights>>

Not necessarily. Again, this is our obsession with categorization. So, I think that being able to integrate certain metrics across CTV and digital is certainly a good goal. In particular, I, we’d love to make sure that reach and frequency is integrated. However, I’m not quite sure where to put these things. I’m not quite sure, looking at things through a consumer mindset that CTV belongs with digital, or does it belong with linear TV, which obviously there’s that consolidation now with CTV and linear TV. And I’m wondering in real terms, I’m wondering how consumers are seeing the differences between channels and screens. And this is a great research project for somebody.

If you were to have the same content and the same advertising, old video, are they in fact choosing to go one way or another, or are they just sort of, again, sort of sort like in the moment deciding what fits their needs at that moment? For example, I watch a ton of Netflix on my phone, are they, and particularly younger people are more fluid in how they’re going back and forth. So, I think I fall, again, that’s a hypothesis it’s untested would love to do a research project on that as how is the content and the message being received differently on different devices, on different platforms is it.

<<Laura Martin, Analyst, Needham and Company>>

Okay, let me ask a question a different way. There is a consensus view that connected television is the substitute for linear TV. That those are the two that need to be integrated from an advertiser point of view, full sight sounded motion, big screen, over 50 inches. You don’t have that capability to do anything in linear TV with SORT. So let me ask it in this way, how does SORT actually survive in a world where CTV is becoming more important, but your product doesn't integrate into linear? Let's ask it that way.

<<Laura Salant, Managing Director of Research & Insights>>

Well. We can't do everything. Obviously we can do a lot. We can use SORT with digital. We can use SORT, we're working on beefing up the CTV connection with SORT as well. Dan, do you want to – you know more about company plans than I do?

<<Daniel E. Aks, President of Undertone>>

No. I think, the notion that it doesn't activate for linears appropriate, but I think the future is solidly going towards digital and linear aspects are going to become less and less important. So is there an aspect of the media mix, linear TV that SORT is not applicable to, yes. Is it going to become less important in the future linear TV? Yes. So I think Laura's point that you can't do everything, but if you're providing a huge increase in marketing capabilities, then you've accomplished what advertisers are looking for. I don't know another way to answer your question, Laura.

<Q>:

I think it goes to winners and losers in measurement, because there are guys who of course today, let's just use Innovit as a choice just because he was on my stage. They are today really pushing. And the next speaker I have is Samba TV, is iSpot TV and I had Samba on my stage too, but they're all really pushing on this CTV integration with linear and then that's hard. And then of course where they're going next, when they get that sort of, when they get their anchor tendency solidified there, which is, I don't know, $70 billion, $80 billion of revenue, of course they will backwardly integrate into the other tech stacks for mobile and stuff. They have time to do that or they'll buy somebody that does that. So I would think that when we talk about the future of measurement, that's more likely to be a winner in measurement than somebody that doesn't have the ability to do linear TV. Can you comment on that?

<<Laura Salant, Managing Director of Research & Insights>>

Well one of the things that we could do even with some of the vendors that you just mentioned, like iSpot is, we can measure the CTV portion and look at incrementality beyond linear TV. So we can look about – we can look at how we contribute to the pie. So that's certainly an option. That's something in fact that we've been talking to them and others about.

<<Daniel E. Aks, President of Undertone>>

Yeah. The other thing I would add Laura, maybe it's another way of answering the question. At least our clients are constantly looking at the digital side of the world. So they're not saying when they buy from us, they're not buying linear TV and digital solutions. They are buying an integrated package of digital solutions, display, online video CTV. And so they're looking for measurement solutions when you integrate the digital side.

I don't know if anyone is ever going to be able to say, we have a master model across digital and linear. And as I said, linear is becoming less important. I think the focus is going to be on being able to marry all the digital channels, whether it's online, in-apps, CTV, et cetera, and linear just isn't that important going ahead, that's our point of view.

<<Laura Martin, Analyst, Needham and Company>>

Do you think that one of the unintended consequences of targeting, as it targeting gets better is that USA Olympics. Comcast had 100 advertisers, but I saw the same five ads, 250 times. And you guys saw, you Laura saw different ads and Dan you saw different ads, but is one of the unintended consequences of improved targeting that we get this frequency issue that actually degradates the ad spend?

<<Laura Salant, Managing Director of Research & Insights>>

Well, I think not necessarily with SORT, because SORT is going to see the different mindsets that we're in at different points and also we'll be able to structure it so that there are frequency gaps. It does drive me crazy. I think I've seen the Amazon Prime Day commercial about a zillion times and I loved Jon Batiste but enough already and that's old technology frequency caps.

<<Laura Martin, Analyst, Needham and Company>>

Sort of trying to talk about the industry generally, do you have a point of view on whether frequency is going to be a structural problem for improving targeting for the digital, I'm thinking of CTV specifically, because it's such a problem in CTV today?

<<Laura Salant, Managing Director of Research & Insights>>

You mean across the whole ecosystem?

<<Laura Martin, Analyst, Needham and Company>>

Yeah.

<<Laura Salant, Managing Director of Research & Insights>>

Well, I mean it's also a function of how big the advise are from certain advertisers. And how much creative they're creating. One thing that's kind of interesting that we've learned. I had mentioned System One who we work with is that often ad concepts, ad themes are abandoned too soon. We have this sort of a short term look at things, but it really takes a lot to build a brand in the long-term. So if you think about, are we ever sad to see a new Nike commercial? Just do it? No, we don't, maybe we don't want to see the same one over and over.

But maybe that's the answer to have a suite of different ad creatives all centered around the same concept so that you're looking forward to them. I love ads. I think ads are content. Maybe that's really the answer as far as CTV and linear is concerned. We've been seeing those lines blurring for years in terms of ads being content. So really having those choices, but all around a central theme, a central concept I think I'm just sort of making this stuff as I go along would, would not be a terrible thing.

<<Laura Martin, Analyst, Needham and Company>>

Well. And that was a big theme of one of the IAB meeting, breakout meetings I went to is like content optimization. And I do think some people's answer to that is if we can't fix the tech, what we can do is create 30 pieces of content and then IAB test. And after a certain – if they're going to keep serving our ads, let's make sure the guy who's gotten one ad, doesn't get that ad the second time who doesn't and then there's a third ad.

So at least that's what the content guy can do to control frequency capping. Even if the tech stack isn't doing a good job of that, because I think it's a very common consumer complaint, right?

<<Daniel E. Aks, President of Undertone>>

Dynamic creative is becoming a very important part of the ecosystem and creative. So that'll play a very important role in helping to ameliorate the problem that we're talking about here. I'm sure that will end up happening.

<<Laura Martin, Analyst, Needham and Company>>

Yeah. And I think that's not a horrible solution. It'd be better if the tech stack could fix this, but I think that is definitely a better solution than allowing what's happening now to continue.

<<Laura Salant, Managing Director of Research & Insights>>

Yeah. And really, I had talked about too little about, not incorporating creative into the equation. And I think that looking at the connectedness across ad-tech with other cousins and making the most of it and using it to optimize the creative as well that's a win.

<<Laura Martin, Analyst, Needham and Company>>

One of the questions I'm interested in, and again, it is an ecosystem question is, one of the compliance, I'm interested in your point of view. So one of the observations, let's say it was an observation is that the competitive advantage of digital is middle and bottom of funnel, okay. It really drive their performance with all the data. So it leans heavily on this notion of data rather than run of schedule over in linear.

And so it really SORT of created competitive advantage with Facebook, Google, but really at the middle and bottom of funnel to drive performance metrics, whether it was store visits or sales and it was more measurable fund and that CTV, which has one foot in the linear TV because of its effectiveness and one foot in digital is being dragged by the digital ecosystem to bottom of funnel, mid and bottom of funnel rather than being allowed to be run of schedule and have a more awareness where, and there is a, there is an advertiser demand for run of schedule, just awareness building but CTV is like you can't buy run of schedule on Roku, you have to buy targeted audiences. So I guess my question is a thought piece, having nothing to do with Perion is in the ecosystem, can you comment on that?
<<Laura Salant, Managing Director of Research & Insights>>

Well, yeah although I can't believe you're asking me about the funnel actually but sorry. My friend of me, what we do at Perion and I think what others can do as well is to be able to have solutions for every stage of the funnel. There is a belief; I think that it's not necessarily true, that all digital is transactional. Certainly, quite a bit of the digital that we produce, the CTV with all the interactive elements that Dan was talking about. We also have…

<<Laura Martin, Analyst, Needham and Company>>

It’s totally bottom of funnel. It's totally performance based. You just told me you get paid on the interactivity and the engagement. That's totally bottom of funnel.

<<Laura Salant, Managing Director of Research & Insights>>

Yes. But what does that interactivity and that engagement do over time in terms of branding, we have a branded CTV with a branded skin persistent branding, that we have tested through survey based research, so advertising effectiveness based research that shows that the brand becomes more memorable when we use that. So I think it's a matter of choice. It's a matter of adding in those elements that are necessary in order to have top of funnel. Dan, you look like, you want to say something.

<<Daniel E. Aks, President of Undertone>>

No, I'm curious why the feeling is that CTV, CTV to me is a unique animal in the sense that it's as effective, sorry Laura, about using the funnel, but as upper funnel as it is to the lower funnel. In fact, one of the things that I tell my team all the time is, this is actually a blessing because what we're able to do is use creative. Now that spans across awareness all the way down to performance using dynamic creative optimization, which is a fantastic tool. And being able to create both at the upper funnel, being able to do the classic CPM awareness, that we get paid on going all the way down to now performance statistics that we can prove by using the, so articulating the same creative, whether you're an awareness or a lower funnel producer. I think is actually a fantastic business system that will be giving an opportunity now to span.

So I don't agree with you, Laura. I don't think, I agree with you almost all the time, but this is one instance where I see CTV, will absolutely continue to function at upper funnel. It's got great brand building due to its dynamic creative capability and it makes it a very relative, relevant awareness builder. And so, on the one hand, we get paid in a CPM basis, but also, for iCTV types of ads, like the one we famously did for Mercedes allows us to interact with the ad. And that builds awareness too. There's no question when someone's clicking on a mini video on the iCTV and it's showing a different aspect of the car, that's building awareness, they're not running out to go buy the car right then. And there, the way a traditional performance ad would, would you look for performance, right?

But I think this is a hybrid that's happening here. And that's why we're all struggling a little bit to articulate exactly. Because there’s an emerging new model, that Digital TV is allowing us now to experiment with this is a, I see great opportunity now and again, it's a funnel, it is a funnel argument, so sorry about that.

<<Laura Martin, Analyst, Needham and Company>>

Which, by the way it should be Omni funnel but my feeling is that wrecking ball but I mean, anchor is what I really mean. Anchor the digital ecosystem wants to convey the competitive advantages. It has on the CTV, which are much more performance based. It wants to pull CTV down into, where it's worked in the past. And if it does that linear TV will survive longer because they will convince marketers that CTV is a bottom of funnel because it's a digital asset.

<<Daniel E. Aks, President of Undertone>>

I think they'll try that. Good luck. If I was in linear TV, I think I would very much be probably making that argument with you right now. But, from our point of view, the advantages of the, what you can do on CTV with DCO technology other kinds of branding elements that we can do, it gives you all the benefits of the, of linear TV with far more additional personalization benefits that you can get. So they will try to make that argument. I think you're right. But I think I reject that argument, at least from what I see.

<<Laura Martin, Analyst, Needham and Company>>

Yeah. No, that's, I think super. I think it's an interesting, I think it's interesting. Okay. So I'm, we have two more minutes, so I'm going to, I don't have any questions from the audience and no one has their hand up. So I'm just going to let you guys make like closing comments, like key takeaways. You want the audience to take away about Perion and SORT and its place in the measurement universe? Take it away closing comments.

<<Laura Salant, Managing Director of Research & Insights>>

Yes, absolutely. So the idea of SORT being responsive in the moment to consumer mindsets, being able to match it with an ad that has also been optimized to activate them, to connect them with the brand in a strong, emotional way is incredibly powerful. Also if you'd like to learn more about SORT, you can go to perion.com/solutions/sort. You'll see a full white paper. So if you want to dig into the weeds on that that would be a great thing. Also a wonderful, funny video that was created by Max Joseph, the former producer of Catfish. He was the silver hair guy on Catfish. So we also have a sense of humor about ourselves. But again, the proof is in the performance up to twice the CTR of traditional targeting and up to 60% higher interaction rates.

<<Daniel E. Aks, President of Undertone>>

And I would just…

<<Laura Martin, Analyst, Needham and Company>>

Laura, CTR is what?

<<Laura Salant, Managing Director of Research & Insights>>

Click-through rate.

<<Laura Martin, Analyst, Needham and Company>>

Okay, thanks.

<<Daniel E. Aks, President of Undertone>>

We're, one of the reasons we're having all these questions is, we're sort of in the fog of war and when you come out of it, all of a sudden, it seems exactly clear, what should have happened, but it's hard when you're in the fog. And we're very convinced that SORT and then people will obviously try to chase us, but that sort of these models where you are, you're not precisely targeting the wrong audience, but getting a bigger audience will be the future. It's going to be everybody's future uses the power of the internet more effectively than traditional cookies do.

People will be very happy when cookies are gone and they find that they have much better solutions. And we're, when you mentioned earlier that others are doing this, a lot of its sort of using hashed emails and things like that, which we don't view as a privacy solution. It's just, another example of people collecting more data on people. It's just; it's trying to make it more anonymous, whereas SORT is completely anonymous. We think that respects users more, we think it gives better results. And when we merge from this fog, I think everyone will agree to that.

<<Laura Martin, Analyst, Needham and Company>>

Well, we will see, I guess, thank you guys for your time, really interesting conversation. Thank you so much. Thanks everyone.

<<Daniel E. Aks, President of Undertone>>

Laura, it's a pleasure.

<<Laura Salant, Managing Director of Research & Insights>>

Thanks so much for having us.

<<Laura Martin, Analyst, Needham and Company>>

Take care. Bye.

<<Daniel E. Aks, President of Undertone>>

Thank you. Take care. Bye-bye.

<<Laura Salant, Managing Director of Research & Insights>>

Bye-bye.

