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1.0 Introduction

Mobile commerce is rapidly gathering pace. In Q1 2011 sales of smartphooegtripped those of
P& for the first timeg nearly doubling in sales for the devices on Q1 of 20A0the end of August
Retail Week announced that John Lewis reported that sadésablets outstripped desktop sales
for the first time.*

With the growth of sales of mobile devicessiunsurprising that sales akgidely predictedo
outstrip that of PCs within the next few years.

More and more advertisers are looking to capitatisethe growth of the channel and media
agencies are beginning to increase their mobile spend.

First Partner predicts that UK mobile advertising revenues will reach £1bn b§. 20its mobile

0SO02YAy3a Iy SaaSydAil t hddbdmer? ifivestigatgsSheDurentSrbidilsQ & § NI
within mobile, focusing specifically on the opportunities within the affiliate channel. Imepist

we look at:

e Growth trends fuelling mcommerce

e Mobile trends seen through Digital Window

e What advertisers need to dto be mobile ready
e Tracking requirements for rtommerce

e Partners offering mobile platforms

e Opportunities with affiliates

! sales of tablets outstrip desktops for first time at John LeResailWeek, Z%August 2011
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http://www.retail-week.com/data/john-lewis-weekly-sales/sales-of-tablets-outstrip-desktops-for-first-time-at-john-lewis/5028575.article
http://www.firstpartner.net/research-releases/downloads-market-models/

¢ affiliate buy

2.0 Mobile Devices vs. Tablets

An important initial distinction is thedifference between handheld mobile devices and tablets.
Although tablets are included within mobile stadtics, they are broken down separately within the
data that we recordthrough the network. It is important to separate them in terms of traffic, sales
and conversion rates.

Tablets are more akin to laptops, raththian being a handheld device that is taken everywhere. 80%
of tablet owners have said they mostly use the device at home. True mobile devices can be easily
transported around and is typically kept on you wherever you go.

The iPad currently has a 97% shaf the tablet market.

Additionally, mobile optimised sites are not necessarily needed for taflasslong as the standard
e-commerce site translates well on the devices. Optimisedommerce sites can however provide a
more intuitive user experience gad to tablet devices. Advertisers are able to determine whether
their default site for visitors through tablet devices is a dedicatedammerce site or the traditional
e-commerce site.

Additionally sites can be developed especially for tablet devicasalNm-commerce sites that are
developed for handheld devices translate properly onto tablets. Advertisers may wish to use their
standard ecommerce site for tablets rather than their-oommerce site.

Mobile devices on the other hand benefit significantly from having a fully optimised mobile site. It
makes the site more user friendly on the smaller screen. A standacdnenerce site can be fiddly to
navigate on a mobile device making it difficult tortsactc a fully optimised mobile site can help
advertisers get around the obstacles associated with transacting through-mobiie site.
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3.0 Growth trends
Mobile commerce has seen a significant growth in recent months and this is a trend that is widely
anticipated to continue.

a2oAfS AGNIGS3IASE INBE 0SO2YAYy3 AYyONBlraAy3ate AYLE
mobile presence could be missing out@ronsiderable amount of sales. Significant growth has
been seen across a number ofaammerce channels, primarily driven by search and display.

The growth of additional technologies such as location based services and Quick Response (QR)
codes are seenthe channel develop even further, providing a link between offline to online and
vice versa.

3.1 Search

Mobile search has been a significant growth area over the past year. Research conducted by
Efficient Frontier highlights that mobile search spend aocoted for just 0.34% of total search

spend in June 2010. By March 2011 this had increased to 1.7% and mobile search is predicted to
grow rapidly¢ potentially accounting for 4.3% by the end of the yéar

Currently click prices are typically lower for melsearch although this may vary significantly from
sector to sector.

Additional research from Efficient Frontier has found that advertisers are experiencing higher click
through rates through mobile search. On average, click through rates are 2.7%thighelesktop
searches.

However, despite click through rates being higher, conversion rates are often lower than
experienced through desktdpThis is likely to be down to the user experience. If a customer lands
on a site through mobile search that hast heen optimised for mobile, the user journey could be
fiddly and cause the consumer to abandon their attempt to purchase. This again highlights the
benefit of having a fully optimised mobile site.

Mobile search also lends itself to local searches. Oftarsemers could be looking for somewhere

to buy locally. With the addition of phone numbers within mobile search ads, retailers could drive
sales on a cost per call model. This is simple to set up and monitor, lending itself well to a cost per
lead model. Gnversion rates for well executed campaigns can be exceptionally high. Additionally,
mobile search can tie in with location based marketing to drive footfall to stores.

® UK Mobile Sarch SnapshotEfficient Frontier, April 2011
* CTR from mobile search is three times higher: stiyonsultancy, 18 May 2011



http://www.efrontier.com/sites/default/files/UK_Mobile_Search_Snapshot.pdf)
http://econsultancy.com/uk/blog/7536-ctr-from-mobile-search-is-three-times-higher-study
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3.2 Display

Mobile display spend is also growing rapidiyhe annual IAB PwC Adspertlidy showedthat
mobile display spend grew 62# 2009 and 116% in 2010 his is widely anticipated to increase
further in 2017,

While mobile display has traditionally been dominated by entertainment and media, traditional

advertisers such g@mance, telecoms and consumer goods are really starting to understand the

opportunities that mobile offers. Jon Mew, Director of Mobile and Operations at the IAB states:
Gaz20AtS ROSNIAaGAY3I fft26a I ROSNIAaSWEN (2 G NBSI
GKS@QNB Y2aid NBOSLWIIAGS® LGQa |y SEOAGAY3I GAYS ¥F2
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Recent research from the IAB in conjunction with John Lewis has also demonstrated the

effectiveness of mobile advertising. The resdauncovered that unprompted awareness increased

from 3% to 24%. The study also noted that having a mobile optimised site as the destination after

GKS OftA01 KIR Iy AYYSRAIFIGS FYR LRAAGAGS 1y201 2y
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Advertisers that did not have a mobile optimised site were at risk of losing customers with 30% of

consumers saying they would either not purchase the goods at all, or opt thgmedrom a
competitor.

Some of the top tips that the study highlighted were:

e Use mobile to increase brand awarenessobile advertising increased unprompted awareness
amongst those exposed to the advertising by 822%

e Invest in rich media to increase yatut throughg those exposed to the expandable banner
were 25% more likely to remember the advertising than those who saw the static banners

e Target rich media to advancetihartphones to increase impacef Android/iPhone users were
50% more likely to recadin expandable banner than other smartphone users

e Plan thoroughly although rich media is effective it can become an annoyance if irrelevant, with
11% stating so, compared to only 6% amongst those who saw the static banner

e Have a mobile optimised destinati site to avoid a loss of potential revent&% of consumers
admitted they would take their business elsewhere if the mobile site experience wa$ poor

®]AB PWC Online Adspendr&ay 201
® Mobile advertising increases brand awareness, IAB, August 2011


http://www.iabuk.net/en/1/effectivenessofrichmediamobileadvertising190811.mxs
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3.3 Location based services
The convenience of mobile is opening up a number of opportunities fovexdisers. In a recent
Forbes editorial piece, Mike Tittel comments that mobile marketing is all about location.

He says that mobile devices have for the first time ever made location and context the most
important things to consider in mobile marketingith mobile devices being carried with consumers
everywhere, the location of the customer with the device and what they are doing determines how
receptive they are to mobile advertisihg

Advertisers are able to use location based targeting to reach octistomers who have indicated a
willingness to be targeted by relevant ads. Starbucks ran a campaign with O2 More where customers
input details about their age, gender and interests such as football, travel, cinema, coffee and beauty
products. When opted, customers within a gefenced area defined by Starbucks were sent a

money off voucher for their next purchase. This enabled Starbucks to create brand loyalty, reinforce
messaging and increase footfall to stores.

Previously it has been difficult to dedivcustomers offline from online and vice versa, certainly in a
measurable way, but mobile has demonstrated the ability to bridge that\géit the development

of location based services, it allows advertisers to gain greater footfall to stores and target
customers with rewards for purchasing. Within the affiliate channel location based targeting is used
by a number of affiliate apps such¥suchercloucand Quidcowho promoteoffers to be redeemed

in store. Location based marketing opens up a number of opportunities for advertisers to target
customers effectively.

They are able to offer incentives online that can be redeemed in store through mobile. This is
something thatDebenhamd$as utilised to great effect.

Debenhams ran a promotion with Vouchercloud where they offered an exclusive 10% off voucher. If
a potential customer was on the high street they could open uprttieuchercloudapp and see that
there was a 10% discount at Debenhams. This could then be redeemed in store at the point of sale.
Debenhams had the technology to attribute the sale back to the affiliate chamuelltimately back

to Vouchertoud as the affiliate.

Debentams also ran this promotion through other media such as email, SMS and in print.
Vouchercloud were able to demonstrate the best resditivering the offer to more than 1m
people.The affiliate channalas the highest performing channel, driving significsales both

online and instore; in fact 57% of affiliate sales were recorded in high street stores.

One of the main benefits to Debenhams was that they were able to capture customer details so they
could be added to their database for further promotions

With the current lack of mobile optimised advertiser sites, affiliates have been instrumental in
closing the loop between online and offliqadriving sales in store where it is not convenient to

" Mobile marketing is all about locatipfrorbes, August 2011



http://www.vouchercloud.com/
http://www.quidco.com/
http://www.debenhams.com/
http://www.forbes.com/sites/gyro/2011/08/23/mobile-marketing-is-all-about-location/
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drive sales through a mobile website. An additional Wira# this to advertisers is they can
capitalise on last minute sales before Christmas. When last order dates for Christmas have passed,
retailers can drive footfall into their stores through incentivised, location based targeting.

This is something thas investigated further in section 4.4 of this document.

Quidcois another affiliate who has been successful in offering merchants a true multi channel
experience. Since launching their mobile application in June dlais they have been able to drive
footfall and convert customers in store as well as directing them through to mobile optimised sites.
They have successfully used a combination of incentivised checksisréncashback and
vouchercodes. In order to featel as an advertiser within their application it is essential that they are
part of the in store cashback tracking, checkins or at least have affiliate tracking in place on the
advertisers site. The key benefit for merchants is that checkins asitbia cahback require no
development or integration and no staff training and is completely transparent down to sale.

Some initial statistics from Quidco are very impressive. Since launch (June 2011) they have had in
excess of 220k downloads, generated ovéni store views and been responsible for driving 65k
customers into stores via check ins. As well as this they were listed at number 4 in the top free
applications on iTunes in addition to being positioned at number 1 in the top free lifestyle apps.

Our ktest data indicates that just under 4% of all Quidco sales through the network have been
driven through mobile devices.

The screen shots below demonstrate how Quidco has been able to drive customers in store through
their mobile app. By payingaminm@ ¥ YA daA 2y F2NJ I GA&AG2N WOKSO{ Ay
advertisers are then able to target them with further promotions.


http://www.quidco.com/
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As we will discuss later, if operated via the affiliate channel it is essential that Quidco and any other
affiliate partners havassurances that network tracking is in place on the mobile version of the site
(seeSection 6.D.

3.4 Quick Response (QR) codes

Whilst the technology is nothing new, it is only recently that Quick Response (QR) codes are
becoming more widely used. They can be seen everywhere from till receipts to billboard
advertising.

With more advance®R readerbecoming available as downloadable apps, the opportunity for
using QR codes is increasing. When mobile devices start to have QR readers built in they will become
even more mainstream.

By adding a QR code a marketing campaign advertisers are able to create interactive media. QR
codes contained in magazine adverts can be scanned to take consumers through to a mobile site or
page giving more details on the product and the opportunity to transact. Agairiuify optimised

mobile site is not in place, conversion rates could be compromised.

Mobilecommercedaily.com reports that in the US, usage of QR codes was up by 1200% in the second
half of 2010, representing a potentially massive opportunity for adves&They can serve both as
brand awareness and direct response vehicles. .

8 OR Code Usage Grows 1,200% in second half of Rfile Commere Daily, Feb 2011



http://itunes.apple.com/gb/app/qr-reader-for-iphone/id368494609?mt=8
http://www.mobilecommercedaily.com/2011/02/24/qr-code-usage-grows-1200pc-in-second-half-of-2011-report
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As with location based services being able to drive customers in store from online, QR codes
demonstrate the ability to drive customers in the opposite direction.

Adoption of QReodes remains a challenge, with the majority of consumers unaware of their function
YR +y S@Sy tFNBSN) ydzYoSNJ sK2 SELISNASYOS vw 0O2RS

3.5 Augmented Reality

Augmented reality is a relatively new technology, but one that opens up exciting oppoities for
advertisers. With a number of apps readily available to overlay a street view with information,
retailers can provide consumers with an interactive view of the high street.

Consumers can use their smartphone to gain information as they walk tdmsvstreet. Retailers are
able to display their latest products or promotions in an attempt to drive them into stores. When in
store, they then have the ability to up sell and cross sell to them. While QR codes bridges the gap
from offline to online, aumented reality can stimulate interest online to convert offfine

With all of the latest technological advancements to enhance a mobile strategy, it is important that
advertisers have fully optimisadobile sites in place to reap the rewards. Directing consumers to a
site that is not mobile ready could result in a poor user experience and they may be unlikely to
return.

®What is mobile augmented Reality foiPhe Guardian, Feb 2011

10


http://www.guardian.co.uk/technology/appsblog/2011/feb/17/augmented-reality-mobile-apps
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4.0 Mobile trends seen through Digital Window

In line with the growth of rcommerce, we have been actively investigating sales through mobile
devices since late 2010. In this time we have seen a steady increase in mobile activity. We have been
closely monitoring the volume of traffic and sales through mobile devices as well as ¢onvatss

for each device.

4.1 Sales

Phenomenal growth has been seen through mobile devices across the network. In December 2010
just over 1.5% of all transactions were through mobile. This has increased month on month and the
latest figures for July 201show 5% of all transactions are now through mobile devices.

% Mobile Sales

6.00%
5.00% /
4.00% /
3.00%

/ =04 Mobile Sales
2.00%

-~
1.00%
0 . 0 O % T T T T T T T T 1
S N S S SO+
N 3 3 & S & & N &
QQ’(’Q}(\ ST v

77,000 transactions came through mobile in August and we expect this to increase further in the
coming months.

The iPad was responsible for delivering the greatest volume of transactiorigeftirdt time in

August, overtaking the share seen through the iPhone. Interestingly, this ties in with the
announcement from John Lewis that sales of tablet devices outstripped sales of desktops for the first
time. With the penetration of tablet devicemdreasing, we can expect them to take a greater share

of sales in the coming months.

The share of sales through Android has also been increasing but it is still a long way behind the share
that is seen through the iPad and iPhone.

11
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4.2 Traffic

Eachmonth traffic seen through mobile sites has been over 2%. The latest stats show that over 3%
of all traffic is now coming via mobile devices. The percentage of sales through mobile is greater
than the percentage of traffic which is indicative of strongwersion rates through mobile devices
(and therefore the affiliates who are driving mobile traffic).

% Mobile Traffic

4.00%

3.50%

3.00% /‘
2.50%

2.00%

1.50% =00 Mobile Traffic
1.00%

0.50%
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> &
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The majority of traffic is delivered through iPhoreaccounting for just under 40% of all traffic seen

through mobile devices. As with sales, the shafr&raffic held by the iPhone has been decreasing as
other devices increase their share. iPad and Android devices are showing the greatest growth in

traffic.

13
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4.3 Conversion rates

Strong conversion rates are being seen through mobile devices withdes@te converting at a

greater rate than we see across the network as a whole. In July the iPad reached its peak conversion
rate of just over 4%the highest that has been seen through any mobile device. This dropped off
slightly in August but is still @an impressive 3.8%.With tablet devices seen as an alternative to a
laptop and used in a similar way, higher conversion rates are expected. The iPhone, Blackberry and
Android devices are all converting at a very similar ceeound 2.5% throughout August

4.50%
4.00% \ / ~—
3.50%
3.00%
2.50% - mmm Non Mobile
2.00% - = |phone
= |pad
1.50% - e Android
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4.4 Incentivised Traffic Dominating

Incentivised traffic has been dominating the growth of mobile. The nature of incentivised traffic

follows the trend of how consumers are using mobile. They are looking for the best offers and

cheapest prices. Incgivised sites are able to provide a range of offers for consumers who have
YOKSO1ISR AyQ (2 I &ad2NB® {AYAfINI&z Y20Af S dza SNE
they are near a store of interest. These advertisers are able to targetargleensumers with

special offers and price discounts.

When already in stores, consumers are able to use mobile technology to price match. They can scan
the barcode of the products to find out where it is cheapest and then complete the purchase offline.
Ewen if an advertiser has been successful in driving footfall to their store through mobile, they may

be losing out to competitors if they are not price competitive.

A number of the leading apps for-acommerce are associated with discounts/price compariJdris
is a trend that is being led by consumer behaviour.

Indeed this behaviour has been seen online, so it is only natural that this will be reflected through
mobile. Over the past few years the affiliate landscape has been changing and incentaffied

now dominating. The graph below highlights how the top 20 affiliates on the network have evolved
over time.

14 -

10 -

m PPC mVouchercode m Cashback/Rewarc m Content/Other

{GrdGa FNRY 902yadzZ Gl ydeéQa !Y a20AftS adridraiaaroa F
placed to take advantage of how pgle are interacting and engaging with mobile devices on the
move.
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Where Smartphone Is Used

On-the-go - 89%

Work 74%
In a store 68%
Public Transport 64 %
Cafe or coffee shop 61%
Restaurant 58%
Social gathering 54%
Airport 47%
Doctor's 26%
School 16%

This highlights the potential for advertisers to target consumers when they are on the move. They
can also target them with special offers when they are in a store.

Additionally, the datdoelow highlights the type of emails they prefer seeing on their phone. Special
offers and Promos and Vouchers lend themselves perfectly to the affiliate channel.

17
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This is something that affiliates suchMg Voucher CodesndVouchercodes.co.ultre capitalising

on. They are able to target consumers while they are out and about on the high street and drive
footfall to stores. This is further evidence of how affiliates are able to close the loop between online
and offline.

10% of traffic to myvouchercodes.com @wmcoming through mobile devices. Only a fraction of this
traffic is converting online but they are able to deliver a considerable amount of footfall to stores.
Their top performing sectors include high street retail, restaurants and days out/leisure.

Theyhave found that the stronger the offer, the further consumers are willing to travel to purchase
in store.

Vouchercodes.co.uk has also seen an increase in the number of sales that they are driving offline. By
communicating strong in store offers onlineralugh their newsletter and social media channels,
more demand is created in store.

Advertisers who have traditionally used vouchers in print are turning to mobile to drive sales. The
costs of running an offer in a magazine can be high and it is questiohaly many consumers tear
out the offer to take with them. Mobile provides this opportunity as consumers always have their
phone on them while they are out and about and provides the opportunity for location based
targeting.

18
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