


– PC World (4/07) and others rate
search engines as rough equals

– Yahoo = 9.6%
– Microsoft = 3.1%
– Internet overall = 7.3%

– Google had 2-3x more search
advertisers than Yahoo in 2005

– More ads = increased relevancy
– 40% of searches commercially

motivated

– Forrester: 49% of searchers
multi-home, 40% are loyal
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• Very rare!
• Google 2006 R&D = $1.2B;

MSN/Live R&D = $819M
• 2006 global search ad market = $16B;

23% CAGR to 2011 (Piper Jaffray)
• Variable cost = 17% of revenue,

assuming Cost of Revenue (excl. TAC)
and Sales & Marketing are 100%
variable

• Breakeven on $1.0B in fixed costs =
$1.2B revenue = 7.5% of 2006 global
search ad market

• Some network effects, but strong?
• Multi-homing costs

– Low for end-users, but rising with search
history, applications, etc.

– Meaningful only for small advertisers
– Multi-homing costly for publishers

(coordination; TAC forfeiture)
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RPS increases for all other
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