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|ZEA's 2015 State of Sponsored Social Study
vields the national Marketer and Creator
sentiment about the Sponsored Social
iINndustry via independent
metrics and voice.
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|ZEA is continuing its investment in industry intellectual capital
through the 2015 State of Sponsored Social Study

2014: 2015:
|ZEA elects to underwrite |ZEA fields second study with

»

State of Sponsored Social independent partner and
Study (SOSS) using national survey panel,
independent outside research providing ability to track year-
consultant partner and over-year changes in the

national survey panel industry

|EH



MARKETER SAMPLE

The 2015 Panel Closely Mirrored the 2014 SoSS Panel

Age of Respondent
PROFESSIONAL ROLE

CLIENT SIDE
Marketing/Advertising 23 29
PR/Corp. Comms. 13 8
Brand Mgmt. 5 6
Digital/Social n/a T
Retail/Shopper 3 3
Media role n/a 2
All other client 5 7/
Brand/Creative 12 14
PR/Corp. Comms. 8 9
Digital/Social 11 7 n
Entertainment : ° Sample of 511 marketers
Media 4 3 who had some level of
familiarity with Sponsored
All other agency 11 5 Social, sourced by

Research Now.



MARKETER SAMPLE

Sample spanned the spectrum of professional levels.

M 2014 B 2015

Associate

Sup/Mgr/Sr Mgr/Assoc Dir

21%
Director/Sr Dir

Partner/Exec/C-Level
8%

6%
VP or SVP

12‘V
President CEO |

Other
8%

0.0% 2.5% 5.0% 7.5% 10.0% 12.5% 15.0% 17.5% 20.0% 22.5% 25.0% 27.5% 30.0% 32.5% 35.0% 37.5% 40.0%



MARKETER SAMPLE

Marketers had diverse background and experience.

|E

% Who Had Direct Professional Experience

More respondents
have Sponsored
Social experience Sponsored Socia N
this year, as well Experiential Marketing |
as past usage of

= xXperiential -
Vlarketing and Magazine Advertising —
Celebrity Radio Advertising 5 :
-ndorsements.
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TV Embedded Content 220,

09 6% 13% 19% 26% 32% 39% 45% 51% 58% 64% 71% 77% 84% 90%
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2014 P 2015 (Base: Marketers)



CREATOR SAMPLE

The 2015 Panel Closely Mirrored the 2014 SoSS Panel

FOCAL SUBJECTS Age of Respondent

55-64 22-25

Lifestyle 74 75 5o 4%
Food 80 /2
Family/Parenting/Kids 65 63
DIY/Craft 57 59
Travel 40 ST 2015
Social Media 44 50 2014
Health 47 45
Technology 32 45
Beauty 52 43
Fashion 47 42
Entertainment 43 41
Music 26 24
Video Games 20 24 g
Advertising 30 23
Pop Culture 20 27 Random sample of 150

Creators sourced from

Business 17 20 |ZEA’s creator database.
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I On average, America’s brand and agency marketers are familiar with
Sponsored Social - but do not yet consider themselves “experts.”

How familiar are you with Sponsored Social Marketing?

2015
Mean Rating / 201
out of 10
up from /
out of 10
(2014)

=

Outer Ring 2015
Inner Ring 2014
(Base : Marketers)

ol

8-10 4-7

High Familiarity Moderate Familiarity Low Familiarity

28




IJJ Sponsored Social is hearly as widely used as longer-lived online,
display advertising among client and agency marketers.

% Who Used in Past Year

For the purpose of delineating
between Sponsored Social & | g 5 5 5 5 5 5 5 5 5 5
Content Marketing - Content Marketing ' ' ' ' ' ' ' ' ' ' 64%

Sponsored Social

Experiential Marketing

Celebrity Endorsements

S o 54% ]
54% [FNEI

2014 W 2015 (Base: Marketers with experience in approach)




I 5% of marketers estimate they have an organization annual
budget for sponsored social in excess of $5,000,000*

952%

48%

@® Have Sponsored Social Budget
® Do Not Have Sponsored Social Budget

28

*Excludes the 29% who didn’t know or refused



IJJ Brand “likes” and “follows” have declined in popularity as
Sponsored Social elements in 2015.

2015 Marketer Experience with Approach

2014 2015 CHG

56%  60%  +4% Sponsored Facebook Update
63%  56% | 7% "LLike" a Brand | T
54%  48% | - 6% "Follow" a Brand I |73

39%  40%  +1% Sponsored Tweet 5 5 5

35% 32% - 3% Sponsored Blog Post 5

30%  29% -1% Sponsored Emai

25%  26%  +1% Sponsored Video

22%  24%  +2% Sponsored Photo

13% 12% - 1% Sponsored Tw Follow  ISFT | |

6% 7% + 1% Sponsored Pin i

9% 7% - 2% Sponsored Check-In

n/a 6% Sponsored Stream

n/a 5% Sponsored Vine

2% 3% Other Sponsored Content

15% 11% - 4% None of the above , , , , , , , , ,

0% 6!% 12!% 1é% 241% 36% 3é% 4é% 4é% 54;r°/o 6(5%
B 2015 (Base: Marketers with experience in approach)
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IJJ Cash continues to be the primary form of compensation for
partners in Sponsored Social engagements.

Form of Compensation Most Used

H 2014 H 2015

25%

21% L~

18% - {1EX-&N-E}

14%

1% - 0ol

4%

0%
Free Product Discount/Coupon Free Service Gift Card Trip/Travel

(Base: Marketers with experience in approach)




I As seen in past waves, content quality and traffic counts remain of equal
and very high importance to marketers engaged in Sponsored Social.

Importance in Choosing Social Creator Partner (1-10 Scale)

B 2014 W 2015

Content Quality Traffic / Followers Media Metrics
(i.e. Sentiment of Content, (i.e. Raw Traffic to Website, (i.e. Cost Per Impression, Cost
Personality of Creator, Unique Monthly Visits, Per Click, Click Through Rate,
Relevance to Industry, etc.) Number of Followers, etc.) Cost Per Acquisition, etc.)

(Base: Marketers)
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I For second year in a row, Sponsored Social is regarded as more
effective than many traditional marketing approaches.

2014-2015 Effectiveness of Approach (1 - 10 Scale) 2014 MW 2015

0.00 0.57 114 1.71 2.29 2.86 3.43 4.00 4.57 5.14 5.71 6.29 6.86 743 8.00

(Base: Marketers with experience in given approach)




2015 MARKETING APPROACH EFFECTIVENESS MOMENTUM

Change in Marketer Regard vs. Year Ago

Content Marketing
Sponsored Social
Online Display Ads
Experiential Mktg
Celeb Endorsements
TV Embedded

TV Official Spons
TV Ads

Radio Ads

Magazine Ads

Newspaper Ads

B % Positive Shift B % Negative Shift Net
Momentum

+ minus -

R +59
s +54 Over HALF
T +34 sbout 86 than
+34 o
R +14

Net Negative

Momentum
consistent with
market realities

-50 -40 -30 -20 -10 0 10 20 30 40 50 60 /70

Sponsored Social and Content Marketing sit at the top of all measured (Base: Marketers with experience in approach)
approaches in being viewed as more effective vs. Year Ago HALVERSON GROUP



I Marketers expect to pay a premium for long form content, reflecting
the time and effort required of Creators to produce it.

gsh 2015 Avg. Dollar Amount Expected to Pay

Sponsored Video

2.1X premium
applied to
sponsored
video and blog
posts vs. other

Sponsored Blog Post
Sponsored Email

Sponsored Photo

Sponsored Facebook Update

Sponsored Tweet

forms of
SpOﬂSOI’ed Follow a Brand
SOCial Sponsored Check-In

Like a Brand |
Sponsored Twitter Follower _ $1§59
Sponsored Pin NN 502

$O  $25 $50 $75 $100 $125 $150 $175 $200 $225 $250 $275 $300 $325 $350 $375 $400 $425 $450 $475 $500

(Base: Marketers)

|EH




C oy

AT e Wl

2015 STATE OF SPONSORED SOCIAL

CREATOR RESPONSES



IJJ Creators often carry on the conversation online and offline
and adopt the sponsored brands themselves.

il 89% @

Verbally tell a friend about brands
that sponsor them.

W
Say they are more likely to purchase from
brands that sponsor them.

Creators’ Sponsored Social

engagement has a ripple effect of
value to Marketers, as nearly all

Creators continue to evangelize for [» m

brands beyond the end of their

paid projects. Share additional posts about their sponsors for
free, outside of their contractual agreement.

(Base: Creators)




I Short form content platforms continue to dominate as the primary
means of content creation and distribution for Creators.

2015 Use of Content Distribution Platforms (Base: Creators)

PLATFORM 2014 2015 CHG
Twitter 95%  97%  +2% Twitter
Facebook 94% 97% + 3% Facebook
Blog % 95%  +4% Blog
Pinterest n/a 89% Pinterest
Instagram 83% 86% + 3% Instagram
Google+ 81% 80% - 1% Google+
YouTube 52% 60% + 8% YouTube
LinkedIn 51%  44% - 7% LinkedIn |
Periscope n/a 30% Periscope
Tumblr 21% 24% + 1% Tumblr | |
Snapchat n/a 16% Snapchat
Flickr 1% 12% + 1% Flickr
Vine n/a 1% Vine
Foursquare 21% 11% -10% Foursquare
Twitch n/a 2% Twitch 1R . . , , , , ,
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Short Form [ Long Form

28




i) Creators are spending less time per month producing content, as more
content creators focus on short form, “snackable” media.

Creators : Hours Per Month Spent Producing Content

2015
2014

1

>

0-39 40-79 80-124 125+

Q) Content Creators spend a median level of 72 hours per month generating content.

28




i) Creators clearly place primary importance on protecting their
personal brand and audience.

How important is factor in considering

Compensation is an Sponsored Social program? (1-10 Scale)

understandable, next- : : : : : : : :

level consideration - | | | | | | | '
et e

Process-related factors

are important _ but lag Audience finds interesting/relevant

these other primary T

considerations

Compensation fits needs

Ability to screen/ID opportunities |,

Ease of process
P 8.27

Timing fits needs 7.77

5.0 5.5 6.0 6.5 7.0 75 8.0 8.5 9.0 9.5 10.0

2014 MW 2015 (Base: Creators)




“The top opportunity to make Sponsored |
Soual bette_‘r_!s to hand the right offers to




fJJ Cash continues to be the primary form of compensation for
creators in Sponsored Social engagements.

Form of Compensation Most Used

[]
___________ B9 B e
S 12—
_________________ 7.%_____________________________________________________________________________________
3% 1o 3%
I ° I

(Base: Creators)

Cash is often used in combination with a free product or service and is not mutually exclusive.
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I While pricing has increased, frequency of sponsorships has decreased
both as a result of increased competition and creator discretion

Frequency of Sponsored Social Projects

More than once a week 26%

(]
o

Once a week ; ; ; 13% 2014 : 81% of Creators
= | = f | f | | | 2015 :72% of Creators

Two or three times per month T

Once a month

i i i i 5 & Explosive growth
Every couple of months — of the creator
| | | 5 5 5 5 universe has

created a more
About once per year paew, : : com petitive

| | | 5 5 5 5 landscape and
opportunity for
brands.

A few times per year

!
N

Ul
X

(o)

o

o

S

Less than once per year

0.0 0.0 0.1 0. 0. 0.2 0.2 0.2 0.2 0.3 0.3

2014 B 2015 (Base: Creators)

28




I

Sponsored Social is a source of Income
for 9 out of 10 Creators.



HALVERSON

% of Total Creator Income

Sponsored Social

rJ In fact, Sponsored

Social accounts for
the majority of
Content Creators’
revenue.

Display Ads

Events / Speaking

Native Programattic
Other

None of the above

|EH



2015 NET INCOME MOMENTUM

Change In Content Creator Income Source vs. Year Ago

|E

B % Positive Shift [l % Negative Shift Net Income
SPONSORED SOCIAL Momentum
2015 Sponsored Social +55

-25 -20 -15 -10 -5 0 5 10 15 20 25 30 35 40 45 50 55 60 65

DISPLAY ADVERTISING

-25 -20 -15 -10 -5 0 5 10 15 20 25 30 35 40 45 50 55 60 65

(Base: Creators)

I:l Year-on-year, Sponsored Social continues to outpace Display
Ads as a growing Creator income source by a 2 to 1 margin.
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Awareness of FTC Guidelines

Compensation for content can be in the form of cash, free
product or service, experiences, discounts, coupons
or other special incentives.

If It Is compensated, it is sponsored and must be disclosed.



I Awareness and understanding of FTC guidelines
Is directionally increasing for Content Creators

2014-2015 Creators % Awareness Levels of FTC Guidelines

8%
Not Aware
7%
3% I
Aware/Not Familiar
5%

Aware/Somewhat Familiar

Aware/Understand

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65% 70%

B 2014 Creator B 2015 Creator (Base: Creators)




IJJ However, awareness and understanding of FTC guidelines
Is not increasing for Marketers

2014-2015 Marketer % Awareness Levels of FTC Guidelines

Not Aware

33%

Aware/Not Familiar

Aware/Somewhat Familiar

23%

Aware/Understand
8%

0% 3% 6% 9% 1% 14% 17% 20% 23% 26% 20% 31% 34% 37% 40%

2014 Marketer B 2015 Marketer (Base: Marketers)




2015 FTC AWARENESS

Creators vs. Marketers

Not Aware

=

Creators are far
ahead of marketers

Aware/Not Familiar

iNn terms of
Aware/Somewhat Familiar
awareness of FTC
guidelines
Aware/Understand
8%
0% 5<y 10:% 15:% 26% 25;% 30:% 3&';% 46% 45';% 50:% 55;% 6C:)% 65:% 76%

B 2015 Creator B 2015 Marketer (Base: Marketers and Creators)



2014-2015 CREATOR DISCLOSURE

Participation and disclosure by type

Do you typically include
disclosure in SS Content?

DISCLOSURE TYPE 2014 2015

N/A NO

In-post 63% 75% Notable o 3%
INCrease in 3%
INn-post 2015
disclosure vs. a 2014

Disc. Policy Statement 49% 40% Year Ago
Both 49% 48%

Other 2% 6%

The vast majority of Creators
continue to claim adherence to
FTC guidelines in some way.
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I

Marketers who have oversight or experience
with Sponsored Social have clearly
embraced it as a legitimate and effective
part of the marketing mix.



KEY MARKETER INSIGHTS HALVERSON GROUP

D 52% of marketers have a stand-alone Sponsored Social budget for
their brand in 2015.

* Marketers with annual sponsored social budgets of over $700k more than doubled from 4% to 10%.

* 5% of Marketers have an annual organization budget in excess of $5,000,000.

o More than half of all marketers surveyed reported Sponsored Social
use in the past year.

I Marketers embrace sponsored social as a highly effective member of
the marketing/media mix that exceeds or equals established go-to-
media in marketer regard.

o Multi-platform sponsorship campaigns are becoming more
commonplace as advertisers seek to engage a wide range of Creators.

o Marketer familiarity with FTC guidelines continues to be a challenge
for the industry and negatively impact the space.



KEY CREATOR INSIGHTS HALVERSON GROU?

o Compensation for social media posts is expected by the
overwhelming majority of creators.

 Cash compensation remains a primary form of compensation and is preferred by Creators.

I Snackable, short form content dominates the sponsored social
landscape In terms of marketer investment and creator interest.

0 Sponsored Social represents the primary source of Creator income,
beating out display advertising and all other forms of monetization
on a dollar basis.

0 Competition in the space is increasing, with more Creators looking
to monetize their online content and influence.

I Creators are dedicated to developing transparent, ethical
sponhsored content.



