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LUMA’s Focus on Digital Media & Marketing

Digital
Content

- Technology

>

LUMA's expertise is at the intersection of
Media, Marketing and Technology

At this intersection exists:
MarTech

= Digital Content
= AdTech

These companies employ a variety of business
models including services, media, data,
commerce and software

The sector is impacting the
broader marketing industry and changing how
marketers interact with and sell to customers
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U.S. Media & MarTech M&A Activity by Sector
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Commentary

Q1 2020 was the slowest quarter for
M&A since we started this report,
with total deal count down nearly
40% from Q1 20109.

Unsurprisingly, deal count fell off
around March, as fallout from the
COVID-19 pandemic impacted
buyers’ willingness to do deals.

= M&A activity in the quarter was
already pacing below prior
quarters’ levels, and activity
further declined in March due to
COVID-19.

Despite this M&A market slow-
down, several notable deals
occurred in MarTech and Digital
Content, with an emphasis on
Identity and Convergent TV with
deals such as Salesforce / Evergage
and the sales of XUMO and Tubi.
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COVID-19 Impact - M&A
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Observations

» The growing global economic

uncertainty and deterioration of
the public markets caused an
already slow M&A market to
screech to a halt with only 5
transactions in March 2020,
following ~20 in January and
February, respectively.

Even before the market
downturn in late February / early
March 2020, M&A across Ad
Tech, MarTech, Digital Content,
and D2C was on pace to be a
relatively slow quarter of around
60 deals in total (compared to 81
in Q4 2019 and 76 in Q1 2019).
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Ad Tech M&A Activity
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Observations

Q1 2020 Ad Tech deal-making tapered off from
recent Q4 2019 highs, falling ~50% on both a
quarter-over-quarter and year-over-year basis.

Strategic M&A (deals +$S100MM) fell off
completely in Q1 2020. This is after an extremely
strong Q4 2019 in Ad Tech, during which five
companies transacted at or above S1I00MM.

Instead of strategic deals, the preponderance of
transactions in Q1 2020 were capitulation
transactions from companies that had previously
raised at strong valuations.

Looking Ahead - Ad Spend

The largest question mark for everyone in the
market right now is the impact of COVID-19 on
businesses writ-large. For Ad Tech, specifically,
the most likely near-term effect on individual
company performance and valuations will be the
decrease in ad spend due to brands’ cost saving
measures. As an example, Twitter warned on
3/23 that its financial performance would fall off
as the pandemic depresses advertising spending.

It is possible that Ad Tech vendors will be in a
cash crunch as ad spend falls and marketing
budgets are cut. To that end, look out for a rise in
capitulation deals for less-scaled players.



Ad Tech - Q1 2020 Notable Deals
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MarTech M&A Activity
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Observations

MarTech deal-making, which was arguably the
hottest M&A sector of 2019, fell off dramatically
in Q1 2020 — down ~60% both quarter-over-
quarter and year-over-year.

There were, however, several notable deals that
occurred related to Identity, Automation, and
Personalization. Salesforce completed two
transactions during Q1, the first being its
acquisition of personalization and CDP company,
Evergage, and the second being its $1.3Bn
acquisition of CRM tool developer Vlocity.
Identity management and fraud prevention
remain important sub-sectors of MarTech,
evidenced by ZMC'’s acquisition of Identity-as-a-
Service provider Simeio Solutions and LexisNexis
acquisition of email fraud prevention company
Emailage for S480MM.

’

Looking Ahead — COVID-19

Unlike Ad Tech, MarTech companies’ revenues
are less likely to dry up over night, as they are
often SaaS-based versus tied directly to ad

spend. What we’re most looking to understand
over the coming months will be the long term
impact on growth and retention as the impacts of
COVID-19 trickle through their customers.



MarTech - Q1 2020 Notable Deals
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Digital Content M&A Activity

# of Transactions Observations

40 > While overall deal count fell double-digit
percentage amounts in Q1 2020 from Q1 2019 and
Q4 2019, there were double-digit scaled

35 (+S100MM), strategic transactions in the Digital
Content space.

> In the digital publishing and audio spaces, popular

30 sports and pop-culture publishers / podcast
producers Barstool Sports and The Ringer were
25 acquired by Penn National Gaming and Spotify for
S450MM and $250MM, respectively.
> The Streaming Wars continued to wage on, as we
20 35 witnessed two major moves into AVOD by large
broadcast corporations, Comcast and FOX, via their
18 acquisitions of XUMO and Tubi TV. Additionally,
15 24 7 OTT vendor FuboTV announced a reverse-merger
19 with the virtual entertainment company FaceBank.
10
5 3 11 Looking Ahead — Streaming Wars
4 3 > With the number of independent OTT / AVOD
- 2 companies shrinking and the majority of CTV

strategics now having these capabilities, look out

Ql 2019 Q2 2019 Q3 2019 Q4 2019 Ql 2020 for these same acquirers to bolster their content

and streaming assets with tech-enabled

+$ 1OOM M <$ 1OOM M optimization and analytics capabilities

9 Source: LUMA
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D2C M&A Activity
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Observations

D2C was the only sector covered in this report that
experienced Q1 2020 deal-count growth from a
quarter-over-quarter and year-over-year perspective.

Perhaps the biggest news that came out of D2Cin Q1
2020 was the FTC blocking Edgewell’s acquisition of
D2C razor company Harry’s.

Among the notable deals in Q1 2020 were P&G's
acquisition of female razor company, Billie, and
Colgate-Palmolive’s acquisition of premium oral care
company, Hello.

We also note that the shuttering of CPG start-up,
Brandless, is demonstrative of challenges related to
applying the D2C model in a low-LTV vertical.

Looking Ahead

D2C is in an interesting position, as COVID-19 is having
a dramatic impact on the retail sector in general. D2C
will most certainly be impacted by the pandemic from
supply-chain & manufacturing challenges. Additionally,
the rising unemployment rate is likely to drive down
consumer spending on discretionary items.

The silver lining in D2C could be that once consumers
become more comfortable interacting and buying
online through this crisis, D2C is positioned to gain
market share from traditional brick-and-mortar
retailers.



D2C -Q1 2020 Notable Deals

Capital Enterprise
Raised Value

s |

Source: LUMA; Company Announcements; Pitchbook, Business Insider

Acquirer Comments




13

COVID-19 Impact - Public Sector

Market Value % Change
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Observations

Leading up to February 20, 2020, the
Ad Tech and MarTech sectors were
up 22% and 24%, respectively

The subsequent downturn in the
market has been significantly more
consequential for Ad Tech
companies than MarTech companies
— with the MarTech sector down
26% from 2/19/20 while Ad Tech is
down 44% from that point



Ad Tech - Q1 2020 Market Performance
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Observations

Prior to the massive COVID-19 sell-off, the
performance of public Ad Tech companies
was strong. Excitement around the merger
of Rubicon Project and Telaria sent shares of
both companies soaring up 40% from the
beginning of the quarter, and at one point
Cardlytics’ market cap rose to over $2.5Bn.
Since then, however, the industry has not
fared well, and is down 32% on the quarter.

The heightened volatility in the public
markets have not treated Ad Tech kindly.
TTD, the largest company in the sector, has
experienced declines in-line with the
market, down 28%, while the to-be-merged
Telaria and Rubicon Project have performed
slightly below the market, both down ~37%.

Stocks with higher volatility or that were
already experiencing declines, such as
Cardlytics and Criteo, have been hit the
hardest during this uncertain time, falling
42% and 55%, respectively.
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MarTech - Q1 2020 Market Performance
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Observations

In MarTech, the picture is slightly
brighter than in Ad Tech, as the sector
as a whole has outperformed the
market, though is still down on the
quarter roughly 8%.

The main reason for the sector
aggregate performance being above
market is related to Shopify and
Twilio’s performance. While the S&P is
down 25% on the quarter, Shopify and
Twilio have managed to either grow or
nearly maintain market value. Shopify
isup 2% and Twilio is down just 11%,
from the beginning of the quarter.
Excluding those two companies, the
sector is down 27%.

Companies that have been most hard
hit by the downturn include Medallia,
LiveRamp, and LivePerson, which have
declined 33%, 33%, and 41%,
respectively, since the beginning of the
quarter.



Q1 2020 Key Financings - Ad Tech / MarTech (1/2)

Lead Investor Capital Raised Valuation Comments
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Q1 2020 Key Financings - Digital Content

Lead Investor Capital Raised Valuation Comments
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Note: Valuations sourced from Pitchbook unless described otherwise



Q1 2020 Key Financings - D2C

Lead Investor Capital Raised Valuation Comments
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LUMA’s R

ecent Deals

Febrary 2020

©)evergage

has beean acquirad by
salesforce

The undersigned acled as exclusive
firancial advisor to Evengage, [nc.

January 2020

Al

has been acquired by

£

Snap Inc.

The undersigned acted as exclusive
financial advisor to Al Factory, Inc.

December 2019

coe

ruDICOoN.

PROJECT
(NYSE:RUBI)

has agreed to merge with

Y telaria

(NYSE:TLRA)

The undersigned acted as financial
advisor fo The Rubicon Project, Inc.

November 2019

N

nanigans

SOCIAL ADVERTISING BUSINESS

has been acquired by
\-sprinklr

The undersigned acted as exclusive
financial advisor to Nanigans, Inc.

\\\l

-

Qctober 2018

clypd

has been acquired by

= 8T

The undersigned acted as exclusive
financial advisor to clypd, Inc.

N

= LUMA

-
a

July 2019

@Y safeDK

has been acquired by

QO
O/_\OAPPLOVIN

The undersigned acted as exclusive financial
advisor to SafeDK Mabile Ltd.

‘;\\I

-
//|

May 2019

@ Return Path

has been acquired by

Vvalidity

The undersigned acted as exclusive financial
advisor to Return Path, Inc.

X\

= LUMA
/




LUMA's Differentiated Value Proposition

1. Peerless Industry Knowledge

2. Strategic Approach

3. Execution Excellence
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LUMA’s Content-Driven, Expert-Based Approach
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