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2018:
OOH Trends

Out ofhome (OOHadvertising is a dynamic communication platform and the only
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messaging more dynamic. Linking OOH to mobile is making OOH more relevant. OOH
will always be where consumers and advertisers are headed. Fueled by unrivaled
creativity, OOH will always continue to innovate.
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Global Ad Market Share
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The global ad market is reacting to an increased demand for digital media. By next year,
total global spend on digital media will reach 44 percent, a 76 percent increase since
2013. Altraditionalmedia channels have declined, with modest decline in OOH.




Top Contributor Countries to Ad Spend
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The US market is the largest contributor, by far, to global ad spend with contributions
expected to reach $200 billion.




Global OOH is Growing
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The US OOH industry continues to follow global growth trends. According to MAGNA,
global OOH ad spend reached $30 billion last year and is expected to grow by $2 billion

this year. Both static and digital OOH are growing.

It is estimated, more than 25 million digital OOH units have been deployed to date,
comprised of formats ranging from largeale roadside bulletins to platmsed digital

screen networks.




Global Risks

Top § Global Risks in T f Likelihood

Source: World Economic Forum, Zurich
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For more than a decade, the World Economic Forum has published a list of global risks
ranging from economic to technological threats. While not directly related to the ad
business or OOH industry, the overarching global concerns could impéddivide
economics.

Each year, the top five global risks in terméikadlihoodandimpactare identified. The
risks have evolved over time with dominant concerns now focused on the environment.

2018 Environmental concerns:
Extreme weather events

Natural Disasters

Failure of climate change mitigation

2018 Technology Concerns:
Cyberattacks
Data fraud and theft

2018 Geopolitical Concerns:
Weapons of mass destruction

2018 Societal Concerns:
Water crisis
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Dow Jones Hits 26,000 Points on Janl
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On January 16, 2018 the Dow Jones hit 26,000 points, up 8,000 points since President
Trump took office, continuing a steadiimb that transpired¢hroughout the Obama
administration. While there have been recent stock market corrections, the overall
trajectory has been upward whidh goodfor large and small business interests. In

recent days, corrections to the market have caused volatile swings.




US Real GDP 2012 2017
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TheUS Real Gross Domestic Prodadan inflatioradjusted measure that reflects the
value of all goods and services produced by the US in a specified yebliSTReal GDP
has stabilized since the lagtcessiorwith a protracted average of 2.1 percent growth
between 2009 and 2016.

The 2017 yeaend Real GDP figure has not been reldasie The Bureau of Economic
Analysis is projecting growth of 2.3 percent.




Tax Bill Expected to Fuel Additional OOH Growth

PROJECTED BOOSTED OOH SPEND AND GDP GROWTH
= Bill is expected to boost real GDP growth during the 2018 — 2021 period
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According to a recent analysis conducted by Peter J Solomon Company, both the OOH
segment and US GDP will increase resulting from the recent tax cuts. This benefit is
derived from a reduction in the corporate tax rate from 35 to 21 percent. This year,

OOH spend is projected to increase 3.5 percent with 1.4 percent of the growth coming
as a result of tax bill provisions.
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Total US Ad Revenue is Growing

US Advertising Revenues by Media (millions)

201z 2014 201% 201¢€ 2017 2014
[Total TV (inc CE) 63,64 66,08: 63,87 67,06( 61,86! 63,98¢
[Total TV (exc CE) 63,331 62,797 63,402 63,437 61,48¢ 60,27¢
Digital Media 42,781 49,55 59,93( 72,437 84,70( 95,211
Newspapers 18,20( 16,06: 14,01« 12,31: 10,32( 8,54z
Magazines 12,00« 10,651 9,29( 8,481 7,35¢ 6,20¢
Radio 15,26t 14,80¢ 14,43¢ 14,02: 13,68¢ 13,10¢
OOH 7,021 7,071 7,46¢€ 7,72¢ 7,852 8,051
[Total Core Media (inc CE) 158,91: 164,22¢ 169,012 182,03¢ 185,77: 195,10:
[Total Core Media (exc CE) 158,60¢ 160,94( 168,54: 178,41° 185,40( 191,39(
Directories 3,22: 2,457 1,864 1,17¢ 1,17¢ 55€
Direct Mail 20,59¢ 20,59¢ 20,36¢ 20,02¢ 20,02¢ 17,68
Grand Total (inc DM inc CE) 182,73: 187,27 191,24( 203,24: 206,97" 213,34¢

Source: MAGNA
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It appears OOlrevenue will once again hit an all time high mark once final 2017
revenue figuresre calculated later this spring. MAGNA estimates OOH revenue will
break $8 billion although early indications suggest the industry may end the year
slightly under that level.

OOH will have significantly surpassed magazine spend in 2017 and will continue to
closethe-gap with newspaper spend.
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OOH Remains the Second Fastest Growth Medium (After Digital)

OOH - Second to Digital for Media Growth 2016 - 2018

Projected Projected
Growth Rate | Growth Rate Growth Rate

Media Format 2016 2017 2018
OOCH 3.1% 1.6% 2.5%
Total TV * 0.1% -3.1% -2.0%
Radio -2.9% -2.4% -4.2%
Newspaper -12.1% -16.2% -17.2%)
Magazine -8.7% -13.3% -15.7%)
Total Traditional Media -2.4% -5.0% -4.5%
OOH Variance to Total Traditional Media +5.5% +6.6% +7.0%)
Digital Media (search, display, video, social, mobile) 20.9% 16.9% 12.4%)
Total Core Media 5.9% 3.9% 3.2%)

Source: MAGNAe xcluding cyclical events such as Political, Olympics

[eaaa

This year, OOH is projected to grow faster than all other media, except digital. MAGNA

expects OOH to increase by 2.5 percent in 2018 as the traditional media category

decreases 4.5 percent. This variance represents an OOH performance increase of 7.0

percent compared to overall traditional media spend.
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Total OOH Ad Revenue is Growing

OOH Ad Spend 201@017*
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OOH ad spend has growing for the past seven years, although growth trends in 2014
and 2017 were not as strong as the other years tracked. The figures for 2017 are
estimated.
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Total OOH Ad Revenue is Consistent by Format Channel

2017 YE Projectiord Total OOH Revenue $7.6 Billion

Place-Based
$805.8
10.6%

Transit
$1375.9
18.1%

Street Furniture
bepild Billboards
$4994.4

65.7%

Source: Kantar Media, MAGNA, OAAA. OOH format figures in millions.

The Billboard segment, including both printed and digital assets, is the largest OOH
segment with 66 percennarket share. Transit now represents over 18 percent share.
PlacebasedOOH, thaincludes digital plackased screen networks amihema,has

10.6 percent share. Street furniture, which is comprised mainly of bus shelters, has 5.6
percent share.
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Top OOH Growth Categories

4 "v >4
Computers, Software, Internet Financial

+24.4% +11.6%

Local Service Businesses Insurance & Real Estate
& Amusements +2.7%

Source: Kantar  +5.0%
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rotroahing chariotte

Media & Advertising
+7.8%

Restaurants
+1.0%

As of November 2017, the largest year over year OOH growth category was Computers,
Software and Internet, which grew almost 25 percent, followed by the Financial

category with an 11.6 percent growth. Media & Advertising was next with a 7.8 percent

increase.

The next three largest growth categories were Local Service Businesses & Amusements,

Insurance & Real Estate, and Restaurants.
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Top OOH Spending Brands

Source: Kantar

As of November 2017, the top IDOH spenders included a variety of product
categories, but most heavily populated by technology companies.

a 052yl f RQa&epéataRthe!twallaligest spenders, respectively, for the fifth
consecutive year.
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The Top 100 Companies: Revenue vs. Profit

Scale/Key

Source: Forbes Global 2000 Chpqus?
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Among the top performing companies, the revenue to profit ratio is substantial. In the
graphic, the outer circle for each company represents total revenue and the colored
inner circle is the profit margin. Many tech companies (noted in yellow like Apple) have

high profit ratios. Many of these companies are allocating more ad spend to OOH
campaigns .
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All US Top Ten Valued Global Brands Invest in OOH

Six of the worldds top ten most valuable bra

#1 Google #2 Apple #3 Microsoft
7.6% ™ 4.4% "
( G ) < .‘.">
#4 Amazon #5 Facebook #10 McDonald's

6.1% ™ 12.9% 13.1% O™
(a) (n)

Source: BrandZ, Kantar JanuaryNovember 2017

Every top ten US brand uses OOH as part of the media mix.
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share of 4.2 percent.

Top technology brandsre heavy users of OOH. Google is the top global brand and
allocates 7.6 percent of ad spend to OOH. Apple is ranked #2 and allocates 10.3 percent
of ad spend to OOH.
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Digital s Growing I mportance

MAGNA reports the following growth, and forecasted growth, in digital OOH share from 2015 i 2020:

OOH Share OOH Share OOH Share

YEAR Printed Digital Cinema
2015 78.7 11.7 9.6
2016 77.8 12.9 9.3
2017 77.1 14.1 9.3
2018 75.6 15.6 8.8
2019 73.8 17.4 8.8
2020 72.1 19.0 8.8

Source: MAGNA
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There has been a steady increase in digital OOH share and the trend is expected to
continue. According to MAGNA, digital OOH share will increase to 15.6 percent of total
OOH revenue this year with 75.6 percent represented by printed formats. The digital
OOH share is expected to reach 19 percent in 2020.




Digital Billboard Unit Growth
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The growth trend of digital billboards has been steady and consistent for a last decade
and will remain constant into the foreseeable future with 7,800 units currently installed
along roadways.
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OOH Insights
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US Adults Favorability Among Different Ad Types

Unfavorable Favorable

l l

Print 28% 55%

Billboards 29 55
TV 42
Radio 40
Side-bar 53
Native 43

Pre-roll video 55

Pop-up 72

Source: Morning Consult

A recent study found OOH and print were the two media channels receiving high
favorability marks from US consumers. Both achieved a 55 percent favorability score.

Digital options scored lowest with peyp ads only receiving a favorability score of 17
percent.
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OOH is Most Effective in Driving Online Activation

|Online Activations Indexed Against Spend|

W Television Radio m Newspaper/Magazine QOut of home EBanner Ad on Computer

400 369 377
360
350 335 34 338 349
300 295
250
200
150 139 130 135 135
even 96 92 93 96
100 line — — —_— —_— — —_— —_— .
0 47 43 41 I a8
. u o -
Search activations Facebook activations Twitter activations Instagram activations

Source: Nielsen
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OOH is more effective at driving online activation than TV, radio, print or banner ads.
This is true for search overall, indexing at 335, and Facebook, Twitter, and Instagram
specifically.

OOH messages that support online activation strategies can drive consumer interaction
immediately when people are actively engaged outside the home.
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OOH Produces Strong ROI
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Source: Benchmarketing

In a recent study commissioned by OAAA, Benchmarketing found for each dollar spent
on OOH advertising, an average of $5.97 was returned in sales, outperforming all forms

of traditional advertising other than TV.

The study included 100 case studies from the Omnicom US sales vault. A second phase
of the study will be released later this spring.
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Growing Influence of Digital

rtising Association of America
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Growth in Digital Media Time Spent (in Minutes)
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The profound impact of digital media cannot be overstated. More tament with
online media translates to increased digital ad spend. Since 2013, time spent online
using mobile deviceandtablets has increased while desktop usage has decreased.
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Mobile Viewing is Increasing While Traditional TV Viewing Decreases
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on the riseIn both young and middle aged demos, usage otdihected devices, PCs,
smartphones, and tablets are increasing.

Conversely, regular TV consumption and radio listening is declining. In fact,
conventional TV viewership peaked in 2010 and has decreased every year since. Digital
ad spend has surpassed TV spend.
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captivating messages moeensumergo reach for their mobile devices to learn more
about a brand.

y
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US Social Networks Ad Revenue

B Facebook Twitter [l Linkedin [l Social games [l Other
2014 total 2015 total 2016 total 2017 total 2018 total
57.3 billion $10.8 billion $13.6 billion $16.5 billion $19.3 hillion
(+56.8%) (+47.8%) (+25.9%) (+21.5%) (+16.7%)
Source: eMarketer
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Advertisers recognize the influence of Facebook and accordingly, invest heavily with ad

dollars. This year, the social network segment is expected to generate ad revenue
nearing $15 billion.

The migration of ad revenue to social networks suggests further declines in traditional
media channels.
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Revenue of Five Tech Giants

{ 1) office

® Apple ( Pore @ Microsoft
$8048 ‘|pad Market Cop I $5368 r ":

» “1:2153 ‘Mac :'s::s =. ) 2 XBOX

{

@ Alphabet = {
S o Amazon = amaon
. a — ag_n:;un

® Facebook

Source: Related annual reports

At Cop I $4348

e aaa -

When considering the five tech giants, Facebook ranks fifth. Google parent, Alphabet
generates, 80 percent of company revenue from advertising sales, while Amazon
captures 18 percent from advertising and this percentage is expected to grow
significantly over the next few years, and 7 percent of Microsoft revenue comes from
Bing ad sales. A staggering 97 percent of Facebook revenue comes from ad sales.
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Ad Revenue for the Top 10 Global Brands
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As ad sales increase for top tech brands, some legacy companies are recording declines
in ad sales. Google ad sales significantly outpaces all other companies today.

The shift of ad dollars to a few large social platforms is having a profound impact on the
ad business. According to the Bureau of Labor Statigticthe first time on record, the
number of advertisingspecific jobs in the US is declining in the middle of an economic
expansion.

This outcome is happening for two reasons:

1. BOKy2f238Qa Ay@Fairzy 2F GKS R aSOu2N
2. The phenomenon of more corporations trying to emulate outside media companies
in-house
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Local Ad Spend is Growing

$146.6

2016

m Traditional = Online/Digital

$149.7

2017

$156.4

2018

$160.4

2019

$168.9

2020

2015-2020
CAGRs:

Total
CAGR3.6%

Online/Digital
CAGR 11.7%

Traditional
Media
CAGR-0.1%

Local ad spend will consistenthcreasethrough 2020 with traditional media
performing generally flat. Thgrowth in local ad spend will result from increased digital

ad spend, including mobile.

OOH complements and enhances digital advertising. Aligning OOH with digital media
improves local sales opportunities for the OOH industry.
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OOH and Mobile Media

There are 224.3
million smart pho
users in the Unite
States.

Of mobile usage i
done on the go.

Source: EMC Outdoor

Consumers spen
70% of their waki
hours outside.

Of smart phone
owners notice so
form of OOH
advertising.

Consumers are 48
more likely to click
on a mobile ad afte
being exposed to t
brand on OOH.

78% of mobile
searches for local
business informatig
results in a purchal

Money is flowing to mobilandOOH amplifies mobile. Today, there are over 224
million smart phone users in thdS.

OOH and mobile are an ideal media mix because consumers are actively engaged with
mobile devices when they aswvayfrom home where they spend 70 percent of their
waking hours, which is the same time thege OOHds.

Research demonstrates consumers are 48 percent more likely to click on a mobile ad
after being exposed to an OOH ad. Furthermore, 81 percent of smart phone owners
said they notice OOH ads. Seveantght percent of mobile search of local business
information results in a purchase.
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Global Ad Blocking is Rising Fast (in Millions)
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An indirect trend that could have a favorable impact on the OOH industry is the rise of
ad blocking technology. The use of desktop ad blocking technology has risen steadily
since 2013. In 2015, the use of mobile ad blocking technology began to increase
dramatically. North America is one of the regions with the highest penetration of ad
blocking software usage.

Advertiser concerns about digital ad blocking, fraud, and viewability are increasing.
OOH is real. OOH reaches real people in the real world.
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Urban Population Growth
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Urbanization is a global trend as younger generations continue to move into city
centers. This trend is evident acradscontinents with 55 percent of the world
population living in cities. By 2050, two thirds of the population is expected to live in
cities.

In North America, nearly all inhabitants are expected to live in cities with populations
ANBIFGSNI GKFEG TtTpnZnnnd 2A0K Y2al AyoSyidz2NEe
influence consumers will increase over the nexty@ars as populations centers

expand.
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Mega Regions
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Today, most major urban centers have expanded well bewtamadardNielsen DMAs.
Cities and communities continue to expand outward connecting multiple markets and

forming mega regions. These new regions often match the migration of existing OOH
inventory distribution.
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Unemployment Continues to Shrink Beating Expectations
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According to US Bureau of Lalstatistics, memploymentlevels have continued to fall,
currently at 4.1 percent. This is the lowest unemployment level since 2006 which was
4.4 percent. The last time the unemployment rates was lower than 4.1 percent was in
1965 (at 4.0 percent
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Labor Force by Generation

Generation Z ® Millennials B Generation X ®gaby Boomers  WSilent Generation
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Source: US Department of Labor, WSJ
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The distribution of the US labor forceasrossall generational segments with Gen Z
just now entering the job market. Millennials (also called Gen Y) and Gen X workers
now comprise the largest parts of the US labor force with Baby Boomers quickly
transition into retirement. The drojff of Baby Boomers will accelerate over the next
few years as the Silent Generation (also referred to as the Greatest Genefadian)
nearly cycledut of the labor force completely.

This trend suggests brands will refocus advertising and marketing budgets to better
influencing Gen X, Y, and especially Z consumers.
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Aging of the US Population 1980 vs. 2025
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While the US population is age diversified, by 2025 the population will skew older.
Discrete age segments will become more uniform across generations.
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Marketing to Gen Z

Marketing penetration with Gen Z

000000

Cinema Magazines Desktop Display Online Search  Mobile Display

Gen Zlike online bufislike online ads

’ Spend more Feel positive
75% than an hour 32% about online 52% Use AD blockers
i advertising

per day online

Source: Kantar, Millward Brown

[eaaa

InresearchamongGen Z consumers, 55 percent of the grasipffectively reached by
OOH ads, the largest media channel impacting Gen Z.

While Gen Z consumers spend a significant amount of time online each day, only 32
percent have positive feelings about online advertising and over have use ad blockers.
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Political (Turnover)

[eaaa

A large number of incumbents are leaving Congress, and trend expected to continue.
Factors include:

A General dysfunction

A Moderates feel out of place

A Term limits for chairmen

A Complaints about sexual harassment

A Tough political odds at home
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Political (Turnover)

CONGRATULATIONS
Congressman

Frank LoBiondo

Sermce mestage from e Outdons Adveriniog Association o

[eaaa “

Here are examples: moderate Republican Frank LoBiondo from New Jersey will not
seek reelection in 2018. And, on the right, House Transportation Committee Chairman
Bill Shuster of Pennsylvania is telimited as chairman (six years), and will leave
Congress after the election.
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Political (Sales)
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Turnover creates opportunity to sell out of home products to candidates and causes. In
LfFokFYlFS {SylF{i2NI WSTT {SaaAirzya 22AYySR t
The resulting special election was competitive and expensive. The winner in that
election¢ Doug Jones, the new senator from Alabaqnased billboards with powerful
messages, and included the date of the special election, December 12. Let us know if
you want OAAA materials on selling political advertising.

NB
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Focus on Right of Way

ATexasDOT
A California Proposal

ATrump Plan/Rest Areas

[eaaa a

At a broad level, many states have trouble making ends meet. One trend to watch:
pressure to develop the highway right of way as a means to help pay for transportation.
These proposals include anad signage.
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Focus on Right of Way

TRAVEL TIMETO
& o5-7 MINS

14-17 MINS

The FHWA is unable to approve your request at this time based on the applicable statutes and
regulations. We appreciate your interest in exploring innovative concepts and your

understanding in this decision.
Mark R. Kehrli %

Director, Office of Transportation
Operations

Sihcerely yours,

[eaaa "

For example, Texas proposed selling corporate sponsorships of official traffic signs that
overhang the highway. Under the plan, sponsors could display their corporate logos on
onethird of LED changeab¥é S a &l 3S aA3dyaod [ Fald &SFNE gA
GNF YALRNIIFGA2Y ASONBOGFNER Ay LIXIFOS:T GKS CS
to Texas.

48




Focus on Right of Way

[eaaa

Another proposal to develop the right of way is to allow more-$elivice plazas on the
highway, to generate concession fees. When the Interstate system wag buthe
Fifties¢ existing fulservice plazas were grandfathered. Congress decided to stop
further development of orroad food/fuel service, as a way to protect small towns and
businesses located near highways. The Trump Administration wants states to have
flexibility to add fulservice plazas, by further commercializing existing rest stops that
now have vending machines and restrooms. This idea is opposed by key OOH
advertisers: restaurants, truck stops, convenience stores, and petroleum marketers.
They say o#oad service plazas would hurt their businesses located outside the public
right of way.
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Focus on the Right of Way (Rest Areas)

NATSO President and CEO Lisa Mullings:

AAl t hough the truck stop and trayv
the President continues to push forward on infrastructure and the

need to increase infrastructure revenues, we are extremely
disappointed at the prospect that the Administration might renew its

call for liberalizing tolling policy and commercializing rest areas.

[eaaa 50

As an example, here is a statement from the Truck Stop Operators, saying more full
service plazas is a bad idea.
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Focus on the Right of Way (Rest Areas)

Jobs Lost, Businesses Closed

"If they were to commercialize just that one
rest gop, it would be devastating to us and to all the

other businesses on the exits," said Steve Loehr, vice

president of operations support for Kwik Trip Inc.,
which has 350 locations in Wisconsin, lowa and
Minnesota.

[eaaa

To drill down further, a regional chain of convenience stores in the Midwest says
commercializing rest stops would hurt its business.
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Qutdoor Advertising Association of America
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Legal

AConstitutional challengeo billboard
regulations

ACan citiestax billboards but not other media?

ATransit controlson ad content

Another important trend is litigation.
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Legal (Constitutional Challenge)

[eaaa 5

In 2015, the unanimous US Supreme Court struck down a local sign ordinance in
Gilbert, AZ, on grounds that the regulation was based on the content of the signs. Here
we see the plaintiff, Pastor Clyde Reed of Gilbert, who convinced the Supreme Court
that the sign regulation treated his temporary church sign differently that other signs;
therefore the regulation was unconstitutional on free speech grounds.
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Legal (Constitutional Challenge)

[eaaa

In Tennessee, billboard owner Bill Thomas used the Reed v Town of Gilbert case to
AYOEEARFGS GKS aidlFiSQa o0Affto2FNR g0
one of his messages).

a NJ
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Legal (Constitutional Challenge)

Memphis judge throws out state billboard act

Tom Charlier, USA TODAY NETWORK — Tennessee  Fublished 5:06 p.m. CT April 3, 2017 | Updated 8:53 a.m. CT April 4, 201

/- There's

TR ﬂEM P better

AXE AMERICA GREAT AGAIN!

[eaaa

The Thomas case in Tennessee is a constitutional challenge of billboard controls. The
State of Tennessee is appealing a ruling by a federal judge in Memphis who struck the
state billboard law. The state says billboard regulations are a proper balance, and do

not impede free speech. OAAA is assisting the State (legal strategy and amicus brief).
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Legal (Constitutional Challenge)

A-ederal appeals court
Andustry supports government

MAReasonable regulation better than no
regulation

[eaaa 57
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Legal (Tax)

2y

[eaaa

Baltimore taxed billboards but not other media. Clear Channel Outdoor challenged this
tax on constitutional grounds.
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Legal (Tax)

[eaaa

A trial was held in June of 2017. A tax judge should rule soon on this case (can a
locality tax one form of speech without taxing others?).
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Legal (Tax)

Evidence entered in this case shows that a variety of speakers use billboards, including
speakers critical of the city. Whoever wins this round, an appeal is likely.
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Legal (Transit)

Transit as Free Speech Battleground;
Sessions’ DOJ Joins the Fight

January 19, 2018 12:04 am - 0 comments Views: 250

Kerry Yoakum, an attorney, is a vice president of the OAAA

The US Department of Justice (DOJ) is taking sides in a First

Amendment lawsuit challenging transit’s ability to restrict religious ads.

In Washington, DC, the Catholic Church has been fighting a losing court

battle, which was prompted by the regional transit system’s refusal to

run the church’s Christmas ads.

[eaaa o

A third case to keep in mind: the Archdiocese of Washington, DC, is challenging the
regional transit authority regarding content controls.
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Legal (Transit)

#PeERrFecTGIFT
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[eaaa

The Catholic Church wanted to place Christireated ads in the DC transit system.

¢CKS GNIyaAd [ dziK2a2NARGE al AR Wy2oQ ¢t KS OKd;
Interestingly, the Department of Justice filed a brief on behalf of the church, saying it
support religious freedom.
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Research (Relocation)

[eaaa

Government has the power to condemn billboards and other real estate for roads and
road-widening. Condemnation can be expensive, litigious, and-tamsuming.
Relocation can be a better option. The fedestate governmentsg, this yearg will

study relocation of billboards, which can save money and time.
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