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ad:tech SF 2012 – Getting Down to Business 
This year’s ad:tech SF had a different feel 
than past years.  It’s still the biggest 
annual showcase of digital ad technology 
(or at least on par with its fall NYC sibling), 
but as my partner John Batdorf, a veteran 
of 20+ ad:techs, pointed out,  

“Internet Advertising is growing up, with 
a great deal of the ‘hype’ being replaced 
by companies with solid business 
models.” 

Indeed, the traffic at the show seemed to 
reflect this maturation as well.  Gone were 
the hordes of VCs seeking the next hot 
thing in which to invest and instead as one 
CEO explained,  

“This year traffic was solid but the mix 
was much more oriented toward buyers 
than years past.”   

We see this as a good sign for ad 
technology companies. 

More Data, Processed Faster and 
Sliced Finer 

Ad tech companies continue to push the 
envelope for gathering data about users in 
large quantities, processing that data faster, 
while providing customers the tools to slice 
that data in more ways and with more 
precision. 

Driving this trend is the sheer flood of available 
user data in the market.  Between the rise of 
the smartphone and social media, the number 
of user data points has ballooned over the last 
three years.   

The challenge and opportunity for advertising 
technology companies is to figure out how to 
tap all these sources, process the mass of 
data they create, and create the tools 
necessary for advertisers to parse that data to 
find and reach highly targeted groups of 
potential customers. 

While the tools and capabilities of advertising 
technology continue to become more 
powerful and sophisticated, the challenge 
continues to be how to properly interpret all 
the potential data to best use – a challenge 
that brings us to the next point.  

The Next Opportunity – Small and 
Mid-Sized Businesses 

While we have seen a great deal of progress 
in the sophistication of data collection and 
analytics, the challenge of what to do with that 
information continues to be an issue.  This is 
particularly the case when making such 
information accessible to smaller customers.   

These better data and analytics tools are 
helpful to larger businesses with the resources 
to hire the expertise to put that data to good 
use – either in house, on a contract basis via 
agencies/consultants, or via the technology 
providers themselves through a service 
bureau model.   

Not surprisingly, much of the customer 
traction we saw at ad:tech around the 
innovations in data collection and analytics 
were focused on serving the largest of brands 
and retailers.  Customers that can afford the 
costs associated with analyzing that data and 
putting in place plans to act upon those 
findings.   

Still elusive, however, is a definitive answer to 
how ad technology companies can use these 
sophisticated data tools to create business-
specific actionable plans for smaller 
customers to deploy on a self-service basis.  
Such solutions will open up the potentially 
huge middle- and small-business markets to 
more comprehensive and effective digital 
advertising solutions.  As such they represent 
a huge growth opportunity for the sector.   

There certainly were a number of companies 
at ad:tech to which we spoke that are working 
toward this goal – though most solutions are 
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still somewhat early in their deployment and 
uptake.  

We see this as one of the largest opportunities 
for ad technology out there today and the 
companies that are effective in solving this 
challenge should attract strong attention from 
suitors.   

Email is Hip Again 

Email remains a core tool in the marketer’s 
toolbox, but it certainly has not been sexy for 
sometime.  This year, however, we saw some 
interesting technologies around making email 
a more effective platform in a digital 
advertising program.   

The first interesting email company we saw 
addressed its relatively static nature (e.g., 
once an email is sent the content is fixed).   
This approach uses a CDN-like technology to 
allow the content of an email to be changed 
based on when it is opened rather than sent.  
In doing so, it makes using email more 
dynamic.  This allows for more efficient on-
the-fly adjustments to email campaigns, (e.g., 
changes in inventory or reactions to a-b 
testing, rather than using a laborious and 
inefficient process of staging email campaigns 
and making manual adjustments to each 
subsequent wave of emails.) 

The second company focuses on analytics 
based on a user’s email address.  Since email 
addresses tend to be both stable and 
persistent with regard to users, the ability to 
track user behavior tied to an email address 
provides an effective cross-platform 
mechanism for advertisers to leverage (e.g., 
across devices, on-line and mobile, etc.). 

A Focus on Display - Particularly 
Video - and the Push Into Offline 
Revenue Streams 

There appeared to be a lot more emphasis on 
display advertising technology this year.  This 
is in keeping with both the maturation of the 
search technology industry and the growth of 
video and mobile usage, both of which are 
more display-oriented technologies.    

A significant opportunity in this sector is the 
ability to reach into the offline advertising 
world – particularly the massive market 
associated with TV advertising.  We are not 
there yet, but advertising technology around 

video display is quickly becoming more 
sophisticated and targeted.  With mainstream 
video consumption habits shifting to the 
computer from the television on the backs of 
services such as Netflix, Hulu, YouTube, and 
Slingbox, we expect this sector to be a focus 
of technological innovation over the next 24-
36 months. 

RTB Grows in Importance 

Real time bidding (RTB) and the ability to 
better control advertising and marketing dollar 
spend has been a hot topic for the last 12-18 
months – and continues to grow in 
importance.  This trend has been augmented 
by tighter overall advertising budgets and a 
focus by advertisers to optimize spend. 

This has had the effect of driving more on-line 
advertising buying to performance-based 
approaches such as those provided by 
demand-side platforms (DSPs).  Over time, we 
expect this trend to continue. 

From an M&A perspective, we expect that 
DSPs will continue to grow in importance to 
the industry overall, and as such expect 
companies focused on this approach to be 
integrated into larger players. 

Final Thoughts 

If 2012 is a year of reckoning (which we 
believe it is), then we expect 2013 to be a year 
of consolidation.  This is a make or break year 
for many of the players in this sector.   

It appears that, with the venture community 
having made their bets 18-24 months ago, 
many of the companies that we are seeing in 
this sector are on the clock to show growth 
and revenues before running out of money in 
the next 12-24 months.   

Fragmentation and “me-too” investments 
have bred opportunities for acquirers who 
seek to offer broad, platform-based solutions 
to their customers. 

We believe that as we go deeper into 2012 
the market will start to consolidate as the 
successful accelerate, the unsuccessful fall to 
the side and the moderately successful are 
integrated into larger more established or 
faster growing entities. 
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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 70 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 of 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. 

  

The Headwaters TMT Team 

Gary Moon  John Batdorf Mark R. Langner 
Head of TMT Banking Managing Director Managing Director – Research 
(415) 766-3862 (office) (415) 926-7454 (office) (415) 464-6322 (office) 
(650) 515-8734 (mobile) (415) 847-8805 (mobile) (415) 994-0557 (mobile) 
gmoon@headwatersmb.com jbatdorf@headwatersmb.com mlangner@headwatersmb.com 

 

James Stone Sun Jen Yung 
Managing Director Managing Director 
(202) 776-1458 (office)  (203) 992-1667 (office)   
(703) 638-8272 (mobile)  (917) 297-8716 (mobile) 
jstone@headwatersmb.com   sunjyung@headwatersmb.com  
   
 

Upcoming Events 

We seek to establish relationships with emerging companies in the Internet Advertising space.  Please contact us to schedule an 
introductory meeting.  In addition we will be attending the following conferences: 

CTIA: New Orleans, LA   May 8 – May 10 
Finovate: San Francisco, CA  May 8 – May 9 
SES: San Francisco, CA   Aug. 14-15 

Headwaters TMT Research 

Recent reports: 
4/23/12: Game Developers Conference (GDC) 2012 Wrap-Up 

4/11/12:  Facebook/Instagram Acquisition Analysis 

3/28/12: Internet Advertising M&A Update - Spring 2012 

3/19/12: Mobile World Congress Wrap-Up - 2012 

1/8/12: Mobile: Advertising and Marketing M&A Update - Winter 2012 

 
Follow this link to our research library. 
 
Manage your subscription or sign up for our research.   
 



  

 

 
4 

Internet Advertising Research 
Ad:Tech SF 2012 Conference Wrap-up 

 

Our bankers have deep personal experience completing transactions for Internet advertising companies, including: 

 

 

FINRA Disclosures  

Per FINRA regulations, Headwaters MB, LLC has developed a Business Continuity Plan on how we will respond to events that significantly disrupt our 
business. 

Since the timing and impact of disasters and disruptions ARE unpredictable, we will have to be flexible in responding to actual events as they occur. With 
that in mind, we are providing you with this information on our business continuity plan.  

Our business continuity plan addresses the following: data back-up and recovery; all mission critical systems; financial and operational assessments; 
alternative communications with customers, employees, and regulators; alternate physical location of employees; critical supplier, contractor, and bank 
impact; and regulatory reporting.  

If after a significant business disruption you cannot contact us as you usually do at (303) 572-6000, you should go to our website at 
www.headwatersmb.com.  

Significant business disruptions can vary in their scope, such as only our firm, a single building housing our firm, the business district where our firm is 
located, the city where we are located, or the whole region. Within each of these areas, the severity of the disruption can also vary from minimal to severe. In 
a disruption to only our firm or a building housing our firm, we will transfer our operations to a local site when needed and expect to recover and resume 
business within one business day. In a disruption affecting our business district, city, or region, we will transfer our operations to a site outside of the affected 
area, and recover and resume business within five business days. In either situation, we plan to continue in business, and notify you through our website 
(www.headwatersmb.com) regarding how to contact us. If you have questions about our business continuity planning, you can contact us at (303) 572-6012 


