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ad:tech NY 2012 – A Stormy 2013 for Ad Tech? 
To say that this year’s ad:tech NY was 
different would be underselling the 
concept of different.  Traditionally ad:tech 
NY is different than its spring San 
Francisco sibling – think more ad and less 
tech – but this year was different for some 
entirely different reasons.   

First off, this year’s conference had the 
misfortune of being staged one week after 
Superstorm/Hurricane/Mega Calamity 
Sandy…  and then it snowed during the 
show.   

 

 

Despite the conference organizer’s best 
efforts to allay fears and re-affirm that the 

show would go on, the weather had a 
noticeable impact on attendance.  Rumor had 
it that nearly 30 exhibitors stayed home.  Foot 
traffic was down as well, though to be honest, 
not having to elbow aside folks in the aisles 
was a nice change.  That said, even with the 
drop in attendance, the show still was active 
and busy.  

Outside of attendance, the biggest storm-
related effect on the show was that a number 
of exhibitor’s booths were destroyed when the 
warehouse that was used to store them 
ahead of the show flooded.  The show floor 
was as if time were turned back a few years 
as old booths were hauled out of mothballs 
and pressed into service.  As one CEO put it: 

 “Thank goodness our messaging has 
not changed too much over the last 
few years because I think this booth is 
5 years old!” 

Once we got past all the storm talk, there 
were some interesting themes that we noted 
at this year’s ad:tech NY. 

Can Publishers Push Back Against 
the Tide? 

I know, I know… bad choice of words in in a 
post-Sandy world.  That said, the question 
remains, can the publishing Empire(s) Strike 
Back?  There was a lot of discussion this year 
about arming publishers.  I do not think it is a 
stretch to say that right now publishers are 
“bringing a knife to a gun fight” when it comes 
to selling their inventory in the digital 
marketplace.  We saw several interesting 
companies that were focused on helping 
publishers regain some of their control over 
their inventory and understand their audience 
in order to better manage and monetize 
content in an increasingly demand-side 
controlled market.   

The reality is that something has to happen 
here for the publishers.  With business models 

This year’s ad:tech had a 
distinctly meteorological feel 

to it 

We Saw More than One of These… 
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already struggling with the realities of the 
digital future, ignoring the fact that the 
demand side continues to get more 
sophisticated (mostly at the expense of the 
publishers) is a recipe for disaster.  That said, 
many established publishers continue to be 
stuck in their antiquated ways and with 
structural and cultural constraints that make it 
difficult for much of the most valuable content 
being created to be able to effectively take 
advantage of some of these new 
technologies.  This makes it a bit of a chicken 
and egg market for some of these 
technologies – with the willingness of 
publishers to spend on these technologies 
balanced against their ability to actually take 
advantage of them. 

We are beginning to see some traction on the 
publisher side of the equation with 
technologies aimed at leveling the playing 
field, but its still early days in our estimation.  
By next year’s ad:tech NY, however, do not 
be surprised if we are talking about how 
publisher tools are rapidly leveling today’s 
lopsided playing field.  

RTB Continues to Be on the Rise 

This leads us to our next theme.  If publisher 
tools are the trend on the horizon – then RTB-
driven exchanges are the trend right in front of 
our face. There was a lot of talk about how 
traffic on RTB-networks continues to grow 
rapidly, and the impact that RTB is having on 
the overall market. This is something that we 
talked about coming out of ad:tech SF in the 
spring, and much of what we were seeing 
there continues to be true today. 

We expect that RTB’s torrid growth will 
continue into 2013, but there are some 

changes to this market in the offing.  We have 
already seen a fair amount of competition for 
traffic in the space, with a race to the bottom 
regarding pricing in a highly competitive 
lucrative primarily due to the ability to arbitrage 
content providers that have limited control 
over their inventory and therefore lack a solid 
understanding of the value of their content, or 
have an inability to properly monetize the 
content in a digital environment.  In the future, 
as publisher tools emerge and evolve, we 
expect that the easy arbitrage will dry up. 

Against this backdrop, we think that the game 
in RTB will shift from one of arbitrage to one of 
scale and flow.  As the market for digital 
advertising becomes more transparent on all 
sides, we expect that the inventory that 
advertisers actually will want to buy will 
constrict – putting a premium on access to 
inventory and reach.  RTB players and 
exchanges that can best supply that quality 
inventory will be able to monetize that flow 
effectively.  As such, we expect that this is 
one segment where we will likely see early 
M&A activity as leaders consolidate smaller 
competitors in an effort to scale.  

Rationalizing the Landscape… 

Another topic that we discussed on several 
occasions was how the complexity of the ad 
the past.   

Certainly there continue to be a cornucopia of 
point solutions and market positioning by the 
players in the ad tech sector, but more and 
more sophistication of the users of this 
technology (particularly on the part of 
advertisers), is leading to a more simplified 
ecosystem for ad:tech companies as the 
distinctions such as DSP, exchange, RTB-

Figure 1: A Simpler View of the Ad Tech Ecosystem 
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platform, etc. begin to melt into more broadly 
defined roles.  We see the market for ad 
technology breaking down into five distinct 
sectors: Analytics (buy-side & sell-side), 
Transaction Management (buy-side & sell-
side), and neutral tools and data providers 
that serve both sides of the 
publisher/advertiser market. 

Consolidation is Coming – Will Sellers 
Be Rational? 

This past May after ad:tech SF, we said “If 
2012 is a year of reckoning (which we believe 
it is), then we expect 2013 to be a year of 
consolidation.”  It’s a statement by which we 
continue to stand.  This was a topic that came 
up in nearly every conversation we had at 
ad:tech NY and, to a degree, shows a bit of 
the collective nervousness that CEOs have 
about the way the ad tech market is going to 
shake out – tempering an otherwise collective 
optimism for the sector. 

Our sense, despite our assertion that 2013 is 
a year of reckoning, is that initially there will be 
a fair amount of denial and institutional hurdles 
to overcome before a true consolidation wave 
can take place.  The ad tech space in general 
has received significant funding from VCs, 
spawning multiple companies in each market 
segment.  It is pretty clear to us that the VC 
funding market for many of these types of 
companies (particularly demand-side 
technologies) has become more limited.  
Despite this, many companies are still sitting 
on a fair amount of cash at valuations that are 

too rich to make those companies attractive 
to anybody but a handful of potential 
acquirers.  At the same time, those 
companies, even some with pretty good 
growth, lack the significant scale necessary to 
make them attractive to the same potential 
acquirers.  It will be interesting to watch the 
game of chicken that we expect will begin to 
emerge between management and investors 
as the pressure mounts to secure an exit to a 
limited number of acquirers at a reasonable 
price, and before a competitor takes one of a 
limited number of seats in the game. 

Final Thoughts 

Despite the storm, despite the weather, 
despite the 5-year old booths, ad:tech NY 
was an exciting show.  The ad technology 
marketplace continues to be going through a 
dynamic phase of growth and change, and 
ad:tech NY demonstrated that the pendulum 
is beginning to swing back toward publishers 
and content providers.   

It also showed us that the industry is growing 
up fast.  Consolidation and rationalization is 
coming as companies coalesce around 
providing certain capabilities to either, the 
demand side, the publisher side, or aim to 
arm both sides with neutral data and 
technology.  We expect that, based on what 
we heard at ad:tech NY and from our industry 
contacts that 2013 will be an exciting and 
dynamic time for the Internet Advertising 
industry. 
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About Headwaters MB 
 

Headwaters MB is an independently owned, growth investment bank and advisory firm.  Headwaters MB has transacted over $15 billion of 
middle market deals and has over $75 billion of deal experience from its 65 full-time senior professionals.  Headwaters has a national office 
footprint in the United States, headquartered in Denver, with additional offices in Boston, Chicago, New York, San Francisco & Washington 
D.C. 

Headwaters MB has a significant international track record; providing our clients with a global reach. 

Our team has generated significant revenue from cross-border transactions, has local advisory partners in 30 countries and the firm has 
been the winner of “Cross Border Deal of the Year”.   

The firm has an established reputation as quality service provider and trusted long-term advisor to clients with a history of process and 
transaction excellence. 
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Our bankers have deep personal experience completing transactions for companies in the technology, media and telecom space, including: 

 
*Some transactions completed by Headwaters team members on prior platforms 

Disclosure:  This newsletter is a periodic compilat ion of certain economic and corporate information, as wel l  as completed and 
announced merger and acquisit ion act iv ity.  Information contained in this newsletter should not be construed as a recommendation 
to sel l  or buy any security.  Any reference to or omission of any reference to any company in this newsletter should not be 
construed as a recommendation to buy, sel l  or take any other act ion with respect to any security of any such company.  We are not 
sol ic it ing any act ion with respect to any security or company based on this newsletter.  The newsletter is publ ished solely for the 
general information of cl ients and fr iends of Headwaters MB, LLC.  I t  does not take into account the part icular investment 
object ives, f inancial s ituat ion, or needs of indiv idual recipients.  Certain transactions, including those involv ing early stage 
companies, give r ise to substantia l  r isk and are not suitable for al l  investors.  This newsletter is based upon information that we 
consider rel iable, but we do not represent that i t  is accurate or complete, and it  should not be rel ied upon as such.  Predict ion of 
future events is inherently subject to both known and unknown r isks, and other factors that may cause actual results to vary 
mater ia l ly.  We are under no obl igat ion to update the information contained in this newsletter.  

Opinions expressed are our present opinions only and are subject to change without notice.  Addit ional information is avai lab le 
upon request.  The companies mentioned in this newsletter may be cl ients of Headwaters MB, LLC.  The decisions to include any 
company in this newsletter is unrelated in al l  respects to any service that Headwaters MB, LLC may provide to such company.  This 
newsletter may not be copied or reproduced in any form, or redistr ibuted without the pr ior written consent of Headwaters MB, LLC.  
The information contained herein should not be construed as legal advice.  

  

 


