


Digital Brief: The Quarterly Market Report

With Q1 2015, LUMA introduces the as
a regular feature of our Digital Brief series.

Every quarter we will publish this report that will track deal
activity and market performance for the digital media industry.
We will highlight deals by sub sector, size and strategic buyer
along with commentary on trends and activity.

We felt this was missing as the existing market reports tend to
track broader sector categories and are overly inclusive on small
deal sizes which have the effect of making the data unusable or
worse, misleading. Finally, we include proprietary LUMA data.

We hope you like it.



LUMA'’s Singular Focus on Digital Media

» LUMA’s expertise is at the intersection of Media,
Marketing and Technology
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> At this intersection exists:

Y Digital T
{ Content | = Digital Content: content sites, MCNs, game

| L Q:i publishers, aggregators
« Ad Tech: display, search, video, mobile, social,
content marketing/native, connected TV
data, analytics, sales and marketing

Ad Tech  Technology |

“MarTech: _, y automation, email, predictive tools, commerce
| : teChnO|Ogy, Shopper markEtlng, payments

» Mobile proliferation has a major impact on these
markets and LUMA is deeply knowledgeable on
mobile R\
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Overall Commentary on Consolidation

» In our inaugural Digital Brief, we pointed out the
severe supply / demand imbalance in digital
media (click here ) and predicted
that the vast majority of startups in the
ecosystem would not achieve a scaled exit
(defined as S100 million or more)

Digital Brief

» The deals we track in this report fall into one of

four categories:
= Large (over S500 mm)
= Medium (S100 — S500 mm)
= Small (520 - $100 mm)
= Sub S20 mm exits are considered tech and team deals

capitulations, or undisclosed




U.S. Digital Media M&A Activity by Sector

# of Transactions > Fast Start
= Digital media M&A is off to a

fast start with 47 acquisitions

= Digital Content M&A activity
50 14
15 was led by buyers that are
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acquiring technologies that are
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1 penetrating new consumer
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20 » More Consolidation

31 5 = A growing pool of Strategic
10 18 21 18 Buyers will lead to more
0 consolidation with their high

stock prices and levels of cash
= Competition will escalate, as the
Ad Tech MarTech M Digital Content number of remaining attractive
growth companies gets smaller
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A Growing Robust Pool of Strategic Buyers
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Ad Tech M&A Activity

# of Transactions
35 » Key Trend — Social Advertising

= Ad Tech M&A kicked off with 18

30 acquisitions in the first quarter
25 = MR&A activity was led by a range
of buyer types from Google,
20 23 Nielsen to Rakuten
16
15 _ :
16 » Looking Ahead — Video &

10 16 15 Programmatic Advertising

c =  \We expect to see more

8 9 5 momentum in the video market
0 2 3 as digital video and TV converge
Q12014 Q22014 Q32014 Q42014 Q12015 " Programmatic capabilities will

continue to consolidate as Ad
Tech companies look to build full
technology stacks

+$100M <$100M

Source: LUMA Partners; eMarketer



Ad Tech - Notable Deals

Capital Enterprise
Raised Value
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MarTech M&A Activity

# of Transactions
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» Key Trend — Social Tools

In Q1 MarTech started the year
with 11 acquisitions

Social media management was a
focus in Q1 with Cision acquiring
Viralheat and Sprinklr acquiring
Pluck

» Looking Ahead — Commerce

We expect to see online and
offline commerce start to
become more integrated this
year as companies better
address the customer journey
and build on the growing
adoption of mobile payments



MarTech - Notable Deals

Capital Enterprise
Raised Value

Acquirer Comments
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Digital Content M&A Activity
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» Key Trend — Personal Fitness
= Within Digital Content there
were 18 deals in the first quarter
= FitBit and Under Armour were
particularly active, acquiring
popular fitness applications

» Looking Ahead — Content Distribution
=  We expect the distribution of
content to change
=  Major social networks and video
platforms will explore new ways
to engage consumers, impacting
all types of content creators



Digital Content - Notable Deals

Capital Enterprise
Raised Value
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Ad Tech - Q1 2015 Stocks Performance

30% » Ad Tech Continues its Free Fall

= The public markets are still
confused with the sector as Ad
Tech stocks fell 12% on average

= TUBE and FUEL led the sector
decline, falling nearly 40%
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Ad Tech company to go public
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MarTech - Q1 2015 Stocks Performance
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> MarTech Also Falls

MarTech stocks fell on average 9
percent during Q1 but grew 13%
as a sector, driven by strong gains
from CRM

Despite strong growth numbers,
weak revenue forecasts are
disappointing Wall Street

> Bright Spots

In its 15t full quarter as a public
company HUBS grew over 20%
and over 30% since its IPO

CRM continues to grow revenues
at astounding rates and the stock
price is being rewarded (up over
10% in Q1) =)



Key Startup Financings to Watch

Lead Capital

. Valuation Comments
Investor Raised
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LUMA’s Recent M&A

March 2015

yieldex

has been acquired by

.appnexus

The undersigned acted as exclusive financial
« ey

September 2014

|

~>rocketfuel

een acquired by

The undersigned octed as financial advisor to

December 2014
’\ millennialmedia
has agreed to acquire

NEX AGE

The undersigned octed as exclusive financia,

advisor to Millennial Media, Inc

July 2014

@Jconion

direct

has been acquired by

[a-mo-bee]

subsidiary of

J SlngTel

rh under qdrd
r to Adco MdG plm{d

November 2014

* + ISOCKET

has been acquired by

rublcon

The undersigned octed as financial advisor to
iSocket, Inc

\\l

= LUMA

April 2014

rubicon

PROJECT

Initial Public Offering

$116,799,660

LUMA Securities, a wholly-owned broker-dealer of
the undersigned, acted as underwriting
co-manager to The Rubicon Project, Inc.

» LUMA Activity

LUMA announced the Yieldex
sale to AppNexus which,
following the iSocket sale to
Rubicon, was the second scaled
transaction in the automated
guaranteed ad tech category

» A Look Ahead

We have never been busier and
anticipate a rise in the number of
deals coupled with an increase in
the size of deals as industry
consolidation continues or even
accelerates



LUMA'’s Differentiated Value Proposition

» LUMA has developed a differentiated value
proposition based on:

" Focus

= Expertise

= QObjective Credibility
= Trust

" Performance

» LUMA has built a differentiated global brand

» We leverage our brand to optimize financial
and strategic objectives of select quality clients




LUMA’s Differentiated Strategic Approach

» Rather than pitch inventory, LUMA optimizes outcomes for quality growth LUMA
companies by making matches with strategic buyers partners
O
§ strategic
decision makers
. ww --}."
(/)
Acts as
banker to
target
company

» This approach makes LUMA an excellent choice if companies receive inbound interest 2\\'LUMA

// I partners
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