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EXECUTIVE SUMMARY

Growth in advertiser spending on Google search ads remained robust in Q2 2016, despite a 
slight deceleration from Q1 growth levels. A key factor in the slowdown was a large Q2 2015 
increase in cost per click (CPC) for advertisers’ brand keywords rolling out of year-over-year (Y/Y) 
comparisons. 

Google brand CPCs, which had risen nearly 40% in Q2 2015, remain elevated from earlier levels, 
but Y/Y growth fell to zero in Q2 2016. In the last week of the quarter, advertisers began to see 
renewed brand CPC inflation on phone traffic; however, the impact to the full quarter’s results 
was minor.

Advertiser spending growth on Google also picked up significantly in Q3 2015 as a result of 
increased mobile monetization, including through an additional ad being shown at the top of 
phone search results. As we begin Q3 2016, it appears Google is again adding another ad slot at 
the top of phone results, mirroring its addition of a fourth top-of-page ad for desktop results in Q1.

As Google’s year-ago comps become stronger in the second half of the year, it will look to 
developments like the above, along with its officially announced product changes, to help keep 
advertiser spending growth strong. Expanded Text Ads, which officially launched in Q2, hold the 
promise of driving up average ad click-through rate (CTR), but they affect a segment of Google’s 
business that is losing share to Google Shopping Ads (aka Product Listing Ads or PLAs).

Google PLA click volume grew nearly five times faster than Google text ad volume in Q2. An 
influx of PLA traffic from Google partners, including Yahoo and Google image search, has been 
a major contributor to the strength of PLAs, which are poised to produce over half of retailers’ 
Google search ad clicks by year’s end.

Taken together, volume from the Bing Ads and Yahoo Gemini platforms continues to weaken; 
however, untangling the performance of Bing and Yahoo is complex with Yahoo now serving ads 
on its properties from all three major US search ad platforms, including Google AdWords. For its 
part, Microsoft continues to report solid growth for Bing.

Organic search visits also continued to decline Y/Y Q2, as the natural listings on the search 
results are increasingly overshadowed by paid listings, particularly on Google. Organic visits 
from phones, which had grown by over 50% Y/Y as recently as Q2 2015, were down slightly Y/Y 
in Q2 2016, although this deceleration has moderated.

Display proved to be a potent source of advertiser spending growth in Q2, outpacing all other major 
channels. Facebook drove the trend with long-term advertisers branching out to test new partners 
and ad formats, such as Dynamic Product Ads. The Google Display Network (GDN) also performed 
well, with its share of advertisers’ total Google spend increasing compared to a year earlier.

NEW AND NOTABLE FOR Q2 2016
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PAID SEARCH 

 · Advertiser spending on Google paid search grew 22% Y/Y in Q2 2016, a slight deceleration from 25% 
growth in Q1. Click growth increased slightly to 34%, but CPCs fell 9%.

 · Spending growth for Google text ads slowed to 10% Y/Y as CPC growth for brand keywords fell 
from 10% in Q1 to 0% in Q2. Google Shopping Ad spending growth rose to 43%, as an influx of 
partner traffic bolstered total click volume.

 · Combined spending on Bing Ads and Yahoo Gemini search ads fell 17% Y/Y as click declines 
continued to worsen. Bing Product Ad spending fell for the first time since the format’s launch, likely 
the result of Yahoo moving to show more Google PLAs.

 · Phones and tablets produced 53% of all paid search clicks in Q2, the same rate as a quarter earlier, but 
up 12 points from a year earlier. Google’s share of clicks from mobile increased slightly to just over 57%.

ORGANIC SEARCH & SOCIAL

 · Organic search visits fell 7% Y/Y in Q2, down from 11% Y/Y growth a year earlier, as organic listings face 
increased competition from paid search ads, particularly on mobile.

 · Mobile’s share of organic search visits rose to 46%, but that still lags behind the 53% of paid search clicks 
that mobile produces, as well as the 47% share that mobile produced for organic search a year ago.

 · Google produced 86% of all organic search visits in the US and 90% of mobile organic search visits. 
Google’s share of mobile organic search has increased by nearly two points in the past year.

 · Social media sites accounted for 2.8% of site visits in Q2 2016, with Facebook producing 63% of all site 
visits driven by social media.

DISPLAY ADVERTISING

 · Total display advertising spending grew 62% Y/Y, driven by very strong results from Facebook, where 
Merkle advertisers increased their investment by 121% Y/Y. Retargeting accounted for 62% of all display 
spending in Q2.

 · The Google Display Network (GDN) also delivered spending growth, with advertisers seeing its share 
of total Google ad spending increase to 12%.

COMPARISON SHOPPING ENGINES

 · The eBay Commerce Network commanded a majority of advertisers’ comparison shopping engine 
(CSE) spending for the first time in Q2. Along with Connexity, the two dominant CSE platforms 
accounted for 97% of all CSE ad spending.

 · Advertiser revenue produced by eBay Commerce Network and Connexity listings grew by 33% and 
23% Y/Y respectively; however, the two platforms combined for less than 10% of the revenue produced 
by Google Shopping Ads, among advertisers participating in all three platforms.
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Paid Search Spending Growth Slides to Four-Quarter Low

Total paid search spending grew 15% 
Y/Y in Q2 2016, down from 19% growth 
in Q1 2016. Click growth was just slightly 
lower in Q2 at a little under 23%, however, 
CPCs fell 6%, compared to a 3% decline 
in Q1. While advertisers saw decelerating 
spending growth on Google, Bing Ads 
and Yahoo Gemini were the larger drags 
on total spending growth.

Google Shopping Spending Continues to Rise, Text Ad Growth Weakens

There was a clear divergence in trending 
between text ads and Google Shopping 
Ads in Q2, with the PLA format continuing 
to see rising growth rates due to an influx 
of Google search partner traffic. Text ad 
spending growth, however, decelerated 
from 13% Y/Y in Q1 to 10% in Q2, as brand 
text ads faced much tougher Y/Y comps 
than they did in Q1. Google Shopping and 
non-brand text ads will face strengthening 
year-ago comps of their own in the second 
half of the year.

Google Search Spending Growth Slows to 22% as CPCs Fall 9%

Spending on Google search ads grew 
22% Y/Y in Q2, a modest deceleration 
from 25% growth in Q1. Ad click growth 
increased slightly to 34%, but CPC 
declines accelerated to a 9% Y/Y drop. 
While a surge in mobile volume in the 
second half of 2015 has been putting 
downward pressure on CPCs in recent 
quarters, a nearly 40% increase in CPCs 
on advertisers’ brand keywords in Q2 
2015 had been moderating the effect 
on overall CPCs. That increase is now 
baked into the Y/Y comps.

Google Spending Growth by Ad Format
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Mobile and Partner Traffic Drive Google Non-Brand CPCs Down 14%

Average CPCs for non-brand Google 
search traffic fell 14% Y/Y in Q2, the fourth 
straight Y/Y decline. CPC growth began to 
decelerate sharply in mid-2015 as mobile 
and search partner traffic began to grow at 
a faster pace. Both segments carry lower-
than-average CPCs on account of the lower 
value per click they produce for advertisers. 
In addition, much of the 2015 mobile traffic 
surge was driven by clicks from ads in lower 
positions, as Google began showing three 
top-of-page ads on phones.

Google Brand Keyword CPCs Flat Y/Y, After Sharp Increase in Early 2015

Advertiser CPCs for brand keywords were 
flat Y/Y in Q2 2016. In Q2 2015, CPCs had 
spiked nearly 40%, as advertisers began 
seeing much higher minimum CPCs to 
appear at the top of the search results 
page. Advertisers are still paying much 
higher CPCs than they were to start 2015, 
however, that increase is now baked into 
the Y/Y comps. At the very end of Q2 
2016, though, advertisers began to see 
a new wave of brand CPC inflation, this 
time exclusively on phones.

Google Partners Nearly Double the Growth Rate of Desktop PLA Clicks

Search partners provided a huge boost 
to desktop PLA click volume in Q2, 
driving growth to 27% Y/Y, compared 
to just 15% for Google.com by itself. 
As we’ll explore in more detail below, 
Google image search, which is classified 
as a search partner, along with Yahoo 
appear to be the major drivers of the PLA 
partner traffic increase. Conversely, for 
text ads, partners were a net drag on Y/Y 
click growth as Google.com volume rose 
18%, but text ad clicks rose only 16% with 
partners included.
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Early Google Expanded Text Ad 
Performance Shows Promise in Delivering 

Higher Click-Through Rates

Tested in Beta since April and formally announced in May, Google’s Expanded Text Ads (ETA) give 
advertisers significantly more characters to work with in crafting text ad copy than traditional text 
ads, in addition to making text ads larger and more prominent. With their announcement, Google 
advised advertisers that there could be as much as a 20% increase in CTR for ads with the new 
format, an effect that might help Google overcome the stronger year-ago spend comparisons it 
faces heading into the second half of the year.

Taking a look at very early ETA performance relative to traditional text ads, we assessed CTR 
performance for thousands of ad groups that had ETAs added and had significant impressions 
for the new format. We also separated brand and non-brand ad groups to mitigate the effects of 
query mix on the analysis.

With this method, we find ETAs are producing a 16% higher CTR  than traditional ads for non-
brand ad groups on desktop computers for the median advertiser studied. We see smaller CTR 
differences of +8% and +4% for tablets and phones, respectively.

Importantly, these differences vary significantly by advertiser and even by device for each 
advertiser. A number of individual advertisers are seeing ETAs produce lower CTRs for non-brand 
traffic on certain devices. 

8MERKLE DMR Q2 2016 PAID SEARCH: GOOGLE EXPANDED TEXT ADS
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Taking a look at CTR for brand ads, we find that ETA performance is very similar to traditional text 
ads, with a less than 1% difference for tablets and desktop computers. Phones are seeing a slightly 
bigger difference, as CTR is surprisingly 4% worse with ETAs than with traditional text ads. In general, 
we find that copy usually has less of an impact on CTR for brand ads than non-brand ads, and the 
effects of this update are in line with that norm.

It’s also important to note that, in these early results, it’s impossible to fully understand the conditions 
of the auctions for which ETAs are showing versus those where traditional ads are shown.

Considerations that may be impacting these measurements include:

 · When an ETA is featured, what share of the other ads on the page are also ETA?

 · Are Product Listing Ads less likely to show when ETAs are featured?

 · Is there a difference in the query mix triggering ETAs, even within narrowly focused ad groups?

 · Are there any other auction conditions that are different for when ETAs are shown which might 
impact performance? With a higher CTR we would expect ETAs to have a higher quality score 
and thus appear in higher positions. However, there does not appear to be a significant 
difference in average position for ETAs compared to standard text ads.

In the long term, all advertisers’ text ads will be ETA , removing a lot of this uncertainty. For now, ad 
groups which have the new format added are receiving 47% of total impressions from ETAs .

This early analysis does indicate that the new format has a higher CTR than traditional ads for non-
brand keywords, while brand CTR is roughly the same for both the new and old formats.
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UK Google Search Spending Growth Slides to 19%

Google search ad spending by UK 
advertisers grew 19% Y/Y in Q2, down 
from 21% growth in Q1. Unlike our US 
results, the UK spending deceleration 
was driven by weaker click growth as the 
CPC declines we observed in Q1 were cut 
roughly in half. The larger trends across 
the two markets remain similar though, 
with click growth having picked up sharply 
in late 2015 while CPCs concurrently 
plunged into negative growth territory.

Media Brands See Highest 
Share of Search Ad Clicks 
from Phones
Media brands saw mobile produce 60% of 
search ad clicks in Q2, with phones alone 
producing 49% of clicks, the highest rate 
across major verticals. Retail and consumer 
goods brands also saw some of the highest 
rates of volume from phones and tablets at 
a  combined share of 58%, while nonprofits 
and financial services brands were at the 
lower end of the spectrum.

Google Paid Search Growth, Mobile Click and Spend Share by Vertical

Financial services advertisers saw a 45% Y/Y 
increase in Google search ad clicks in Q2, up 
nine points from Q1 growth. The health and 
retail verticals also saw above average click 
growth, with retail in particular benefiting 
from the strength of Google Shopping. 
Search spending growth was weakest in the 
insurance vertical, while CPCs increased the 
most for nonprofits.
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Combined Spending on Bing Ads and Yahoo Gemini Falls 17%

Advertiser spending on Bing Ads and Yahoo 
Gemini fell 17% Y/Y in Q2 2016. Just a year 
earlier, spending on the two platforms 
was growing over 32%. Since then, we 
have lapped the initial major ramp in Bing 
Product Ads and the traffic boost that Yahoo 
got from becoming the default search 
provider for Firefox, both of which occurred 
in late 2014. Bing and Yahoo are also facing 
the rapid shift to mobile, where Google 
holds an even more commanding share of 
traffic than it does on desktop.

Yahoo Gemini Remains at 16% of Combined Bing and Yahoo Volume

After a sharp increase in traffic volume and 
advertiser adoption in mid-2015, Yahoo 
Gemini’s trajectory has been flat for nearly 
a year now. At the end of Q2 2016, Gemini 
accounted for 16% of total click volume 
across the Bing Ads and Yahoo Gemini 
platforms, just slightly above the level we 
saw in August 2015. With nearly all Merkle 
search clients having fully adopted Gemini, 
it remains to be seen whether Yahoo can or 
will ramp up volume further.

Product Ads Decline Leads to 19% Drop in Bing and Yahoo Non-Brand Spend

Spending on Bing Product Ads fell Y/Y for 
the first time since the format’s launch in 
2013, leading to a 19% overall decline in 
non-brand spending on Bing Ads and Yahoo 
Gemini. Product Ads had been a bright spot 
for Bing, with spending up 21% Y/Y in Q1 
and having nearly doubled Y/Y in Q4 2015. 
In March though, it appears that Yahoo 
began serving Bing Product Ads much less 
frequently. At the same time, Google PLA 
partner volume rose sharply, presumably as 
Yahoo began using the format.

Yahoo Gemini Share of Bing & Yahoo Clicks
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Among Ad Formats, Google PLAs See Largest Click Growth... and CPC Declines

Clicks on Google PLAs rose 74% Y/Y in 
Q2, up from 71% growth in Q1. Google 
partners and mobile are keeping click 
growth impressive for the nearly six-year-
old format, but also helping push CPCs 
17% lower Y/Y. Across Bing Ads and 
Yahoo Gemini, text ad clicks fell 21%, but 
CPCs rose 3%, as mobile accounted for a 
smaller percentage of traffic than it did in 
Q1. Google text ad CPCs fell 5% overall, 
but rose 9% on desktop.

Product Ad Share of Bing Clicks Falls for First Time Ever

Bing Product Ads accounted for 15.1% of 
all Bing search ad clicks in Q2, down from 
15.5% in Q1, the first such share decline 
since the format launched in late 2013. 
Merkle analysis shows that Yahoo.com 
produced a much smaller percentage 
of Bing Product Ad clicks on desktop 
starting in mid-March, the same time that 
advertisers saw a spike in Google PLA 
partner traffic on desktop.

PLAs Nearing Half of All Google Search Clicks for Retailers

PLAs produced 46% of retailers’ Google 
search ad clicks in Q2, up from 43% 
in Q1. Mobile PLA impression volume 
began to take off in late Q2 2015 and has 
soared since. Along with Google moving 
toward a larger mobile PLA format in Q3 
2015, mobile clicks have followed. PLA 
volume has also benefited from three 
major sources of partner traffic: several 
large retailers in Q3 2015; Google image 
search, beginning in December 2015 
and ramping in May 2016; and it appears 
Yahoo turning to PLAs in March 2016.

Bing Product Ad Share of Bing Ads Paid Search Clicks
Aggregate Results - US Retail
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Yahoo and Image Search Fuel Google 
Desktop Shopping Ad Growth

In Q2 2016, Google Shopping Ad click volume grew nearly five times faster than Google text 
ad volume. Growth of the PLA format on mobile is a key driver of that trend, but Google is also 
seeing huge Shopping Ad growth from its search partners, particularly on desktop.

For some perspective, desktop text ad click volume fell 7% Y/Y in Q2, whereas PLA volume grew 
27% on desktop. Desktop PLA clicks from search partners jumped 761% Y/Y in Q2, helping to 
roughly double the overall growth rate of desktop PLAs from the 15% growth that advertisers saw 
on Google.com by itself.

GOOGLE PLAS ARRIVE ON IMAGE SEARCH

What is driving these gains? Merkle first reported that Google began showing PLAs on its image 
search results in December 2015. Google classifies image search ad clicks as partner clicks and there 
was a small, but clear increase in the share of PLA clicks being produced by partners at that time.

In May 2016, Google finally officially announced that PLAs would show on its image search results 
and it does appear that volume ramped up significantly at the same time, with the largest effects 
occurring on desktop and tablet.

YAHOO APPEARS TO ADOPT GOOGLE PLAS IN SIGNIFICANT FASHION

In between the two Google image search-driven spikes in partner traffic, we saw another significant 
jump in partner traffic that appears to have been driven by Yahoo beginning to show Google PLAs 
in large numbers. While Google does not offer advertisers performance reports for specific partners, 
there is compelling evidence that this occurring.

13MERKLE DMR Q2 2016 PAID SEARCH: GOOGLE PLA PARTNERS
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In mid-March, Yahoo’s share of Bing Product Ad clicks suddenly dropped sharply, right at the time 
that total partner share of Google PLAs increased by about three points.

Q2 2016 also marked the first quarter that we saw spending on Bing Product Ads decline Y/Y since 
the format’s launch in late 2013.

For its part, Yahoo confirmed on its Q2 2016 earnings call that it is choosing the best performing ads 
to show from Bing Ads, Google, and its own Gemini platform, while still honoring its commitment 
to serve half of its desktop ads from Bing.

It appears these efforts have led to Yahoo showing a great deal more Google ads for its desktop 
results. While Yahoo’s ties to the spike in Google PLA partner traffic are a bit clearer, we have also 
seen partners producing a larger share of Google text ad clicks over a similar timeframe.
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PLA Share of Google Clicks Rises Consistently Across Retail Sub-industries

All major retail sub-industries saw PLAs 
account for a larger share of Google non-
brand search ad clicks in Q2 compared to 
Q1. The average increase was five points, 
but areas like health, beauty, and apparel 
products where PLAs make up a smaller 
than average share of clicks saw slightly 
larger gains.

Desktop PLA Growth Rate Jumps, Mobile Growth Strong, but Slowing

Desktop PLA spending grew 21% Y/Y 
in Q2, up from 17% growth in Q1 and 
8% growth in Q4 2015. Google partners 
drove overall desktop PLA click growth to 
double the level of Google.com by itself. 
PLA spending on phones rose 135% in 
Q2, which still far outpaces other devices, 
but is down from the 193% Y/Y growth 
rate in Q1.

PLA Clicks Run 12% Cheaper than Comparable Text Ad Clicks

After running roughly at parity for much of 
2013 through 2015, PLA clicks were 12% 
cheaper than non-brand text ad clicks for 
the second quarter in a row. PLA CPCs have 
seen this relative fall as a result of more rapid 
mobile growth than text ads and a recent 
jump in traffic from Google search partners. 
Mobile now accounts for 60% of PLA clicks, 
compared to 54% of text ad clicks.

Google PLA Growth by Device Type
Aggregate Results - US Retail
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Paid Search Mobile Traffic Share Steady at 53%

Phones and tablets combined to produce 
53% of search ad clicks in Q2, the same 
level as Q1. It is fairly typical to see 
mobile share jump between Q4 and Q1, 
followed by a smaller increase from Q1 to 
Q2. Over the last four years, mobile click 
share has increased by an average of four 
points from Q4 to Q1 and just under one 
point from Q1 to Q2. Mobile traffic share 
increased on Google between Q1 and 
Q2 2016, but was flat on Bing and down 
slightly on Yahoo Gemini.

Phone Search Ad Clicks Grow 100%, but CPCs Fall

Phone CPCs fell 3% Y/Y in Q2, following 
an 11% increase in Q1. The sharp rise in 
brand CPCs in Q2 2015 disproportionately 
impacted phone traffic, where brand makes 
up a larger share of clicks. Advertisers have 
also been seeing more volume from ads 
in lower positions on phones, a result of 
Google increasing top-of-page inventory. 
Phone click growth remained robust at 100% 
Y/Y in Q2, down just one point from Q1 
growth levels.

Combined Phone and Tablet Search Spend Share Dips

Phones and tablets commanded 37% of 
advertisers’ search spend in Q2, a slight 
decline from Q1 levels. Yahoo Gemini was 
a drag on mobile spend share as desktop 
gained back four points of share on the 
platform between Q1 and Q2. At the same 
time, Google saw relatively strong growth in 
desktop spending from quarter to quarter, 
a result of the growth in partner traffic for 
desktop PLAs.

Year-Over-Year Growth by Device Class
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Phone Ad Clicks Surpass Desktop on Google

With a click share of just over 43%, phone 
volume surpassed desktop volume for 
Google search ads in Q2. For Bing Ads, 
desktop continues to produce the vast 
majority of traffic with a click share of 74% in 
Q2. On the Yahoo Gemini platform, 59% of 
clicks were from desktop in Q2, up from 56% 
in Q1, as both phones and tablets produced 
a smaller share of clicks than they did in the 
previous quarter.

Value of Tablet Clicks Continues to Decline Compared to Desktop

In May, Google announced that it would 
give advertisers back the ability to 
segment tablets from desktops in bidding. 
Since the launch of Google’s Enhanced 
Campaigns model in 2013, the two device 
types had been grouped together for 
bidding purposes. This setup did not serve 
advertisers well as the performance gap 
between tablets and desktop is significant 
and widening. In Q2 2016, tablets 
generated a 36% lower revenue per click 
than desktops, compared to 24% lower a 
year earlier.

Phone CPCs Gaining Back Ground on Desktop After Late 2015 Drop

Phone CPCs are slowly rising again 
compared to desktop after the CPC gap 
between the two device types widened 
significantly at the end of 2015. Additional 
volume on lower position phone ads in 
late 2015 helped push phone CPCs lower, 
a result of Google adding additional 
top-of-page ad inventory on phones in 
Q3 2015. While phone online conversion 
rates have not improved recently 
compared to desktop, more advertisers 
are considering offline and cross-device 
behavior in their bidding.

Device Click Share by Search Ad Platform

Paid Search Phone CPC vs. Desktop
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Google Well-Positioned As Traffic Shifts to Mobile

Google produced over 95% of the search 
ad clicks that took place on phones in Q2 
2016. By comparison, on desktop, Google 
produced 78% of clicks. Bing Ads has done 
relatively well on desktop, capturing about 
20% of clicks in Q2, but has not had the 
same traction on phones where it generated 
less than 4% of clicks. Yahoo Gemini 
produced nearly 3% of desktop search 
ad clicks in Q2, but only a little over 1% of 
phone clicks.

Desktop Safari and iOS Devices Produce 39% of Search Ad Clicks

Apple, through its desktop Safari browser 
and iOS devices, held sway over 39% of all 
paid search clicks in Q2 2016. That is up from 
35% of clicks a year earlier, but down slightly 
from Q1 2016. Firefox, which provided a 
large traffic boost to Yahoo in late 2015 
when Yahoo became the default search 
provider for the browser, produced under 
7% of search ad clicks in Q2 2016, down 
from 10% a year earlier.

iOS Share of Paid Search Clicks Drops Three Points

When third-party ad blocking came to 
Safari on iOS devices in September 2015, 
many feared it would cause significant 
harm to mobile ad traffic. That did not 
appear to be the case for paid search ads, 
as iOS maintained its share of mobile clicks 
through the end of 2015 and early 2016. In 
Q2 though, iOS click share dropped three 
points from Q1 levels, with Android devices 
picking up the share. This may just be a 
return to the longer historical trend, but it is 
worth keeping an eye on.

US Paid Search Click Share by Browser/OS
Q2 2016

Share of US Paid Search Clicks by Device

Share of Phone & Tablet Paid Search Clicks by OS
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Google Loses Click-Through Rate Advantage as Partner Impressions Soar

Google’s removal of right-hand-side ads in 
Q1 had a positive effect on its click-through 
rate for competitive non-brand ads, but 
those gains have been overshadowed by 
a spike in partner impressions, particularly 
for PLAs, which carry lower-than-average 
CTR. As a result, average non-brand CTR 
for Google in Q2 was 14% lower than Bing. 
Despite having a much larger share of traffic 
from mobile, Google still generates a 23% 
higher conversion rate than Bing and Yahoo.

Google Share of Search Clicks Up Seven Points in Past Year

Google’s share of search ad clicks has risen 
seven points from 79% in Q2 2015 to 86% in 
Q2 2016. As more traffic naturally migrates 
to mobile, Google is poised to extend those 
gains, as it commands 95% of search clicks 
on phones. Google has made a smaller 
spend share gain of four points in the past 
year as the mobile clicks it is picking up are 
carrying lower-than-average CPCs.

Brand Keywords 12% Less Expensive on Google than Bing and Yahoo

After spiking in Q2 2015, CPCs for brand 
keywords on Google briefly surpassed those 
on Bing and Yahoo, which have historically 
run higher. Since then, the typical advertiser 
has seen brand CPCs rise on Bing and 
Yahoo, while CPCs on Google have held 
more steady. Google brand CPCs are 
cheaper, primarily due to its larger share of 
traffic from mobile.

Google Share of US Paid Search
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Phone Organic Search Traffic Declines Stabilizing

Organic search visits from phones fell 2% 
Y/Y in Q2 2016, down slightly from a 1% 
decline in Q1. After growing 51% in Q2 
2015, phone growth took a major hit in Q3, 
which coincided with Google expanding 
top-of-page ad inventory on phones. As we 
reach the anniversary of that period, phone 
growth should rebound. Desktop search 
visits fell 6% in Q2 2016, while continued 
large declines in tablet volume pushed 
overall organic search visits down 7% Y/Y.

Google Produces 90% of Mobile Organic Search Visits

Google’s share of mobile organic search 
rose nearly two points in the past year, 
hitting 90% in Q2 2016. These gains 
have occurred despite Google’s mobile 
organic search visit growth rate taking a 
significant hit from its efforts to increase 
the monetization of its mobile results. Over 
the same period, Yahoo’s share of mobile 
organic search has fallen 0.6%, while Bing’s 
share has fallen a little over 1%.

Yahoo Organic Search Visits Down 14%, Bing Visits Rise

As recently as Q4 2015, Yahoo organic 
search Y/Y growth numbers were still 
benefiting from Yahoo becoming the 
default search provider for Firefox a year 
earlier. In Q1, however, Yahoo volume fell 
13% Y/Y, and its rate of decline increased 
to 14% in Q2. Organic search visits rose 
3% on Bing in Q2, as the engine has seen 
growth seesaw from positive to negative in 
recent quarters.

US Organic Search Visit Share by Engine
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Organic Search Visit Share Slide Slowing

The share of overall site visits produced by 
organic search has fallen four points in the 
past year to 29% in Q2 2016. Share losses 
accelerated between Q3 and Q4 2015, 
but have since moderated. While organic 
search site analytics are likely plagued 
by “dark search” issues that misclassify 
organic search as direct site visits, direct 
visit share has increased only marginally in 
the last year.

Mobile Share of Organic Search Rising, but Still Below Previous Peak

Mobile produced 46% of organic search 
visits in Q2 2016, up from 45% in Q1, but 
still down from over 47% in Q2 2015. Over 
the same time frame, mobile share of paid 
search has increased from 41% in Q2 2015 
to nearly 53% in Q2 2016. Tablet share is 
down by a similar amount across organic 
and paid search, but while phone share 
has increased by 15 points in the last year 
for paid, it has only increased by about 
two points for organic.

Paid Search Picking Up the Bulk of Mobile Organic Search Share Losses

In the last year, the share of mobile site 
visits produced by organic search has 
dropped by about seven and a half 
points. Over the same period, the share 
of mobile visits produced by paid search 
has increased a little over six points, 
giving further credence to the notion that 
increased monetization of mobile search is 
leading paid to cannibalize organic search.
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Bing Mobile Share Down Most Severely, but Google Driving Overall Trends

The share of Bing organic search produced 
by mobile devices has fallen from 31% in 
Q2 2015 to 20% in Q2 2016. While smaller 
declines in Google’s mobile share of organic 
have coincided with a spike in AdWords 
paid clicks, the same has not been the 
case for Bing. Instead, Bing is seeing large 
declines in mobile volume, coupled with 
relatively strong desktop growth. With its 
small share of the market though, Bing is not 
having a significant impact on overall mobile 
organic growth trends.

For Retailers, Pinterest Can be a Significant Social Traffic Driver

Pinterest produced 24% of site visits 
driven by social media in Q2 2016 for our 
site sample, up from 23% a year earlier. 
While Facebook continues to produce 
the vast majority of social media visits, 
with a share of 63% in Q2, a number of 
retailers see Pinterest rivaling or even 
surpassing Facebook in the amount of 
site traffic it generates.

Social Media Share of Site Visits Continues to Hover Around 3%

While it is common to see social media 
produce a much larger share of site visits, 
particularly for media brands, on average, 
brands saw social media contribute 3% of 
site visits in Q2 2016. As we have noted 
in past reports, social media analytics are 
subject to the “dark social” phenomenon 
of misattributed traffic. Further, brands have 
also been facing the challenge of declining 
organic reach of Facebook content.
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Advertisers Increase Display Investment 62% Y/Y

Across paid social and traditional display 
networks, advertisers increased spend 
on display advertising by 62% Y/Y in Q2, 
compared to a 19% increase in overall 
paid search spend. Display advertising 
spending is expected by many to surpass 
search spending in the near future, but 
for our sample of advertisers, search still 
accounts for a much larger share of spend 
than display.

Tablets and Phones Account for 28% of All GDN Spend in Q2

Mobiles devices, including both phones and 
tablets, accounted for 28% of all Google 
Display Network spend in Q2. This rate trails 
the 37% of paid search spend produced by 
mobile devices. While tablets and phones 
accounted for roughly the same share of 
GDN spend as they did a year earlier, tablet 
share declined from 20% to 12%, while 
phone share increased from 8% to 16%.

GDN Accounts for 12% of All Google Spend in Q2

The share of total Google spending 
produced by the Google Display Network 
increased to 12% in Q2 2016, from 11% 
a year earlier. GDN share increased 
despite strong Y/Y increases in search 
spend, which were largely driven by 
Google’s monetization efforts, particularly 
on phones. Phones also produced the 
strongest growth for the GDN, with phone 
spend share growing from 8% in Q2 2015 
to 16% Q2 2016.
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Retargeting Efforts Attracting Nearly Two-Thirds of All Display Spending

In Q2 2016, 62% of all display ad spend 
was used to retarget users already 
familiar with the advertiser’s brand. The 
other 38% of spending was allocated to 
prospecting efforts intended to reach new 
users and customers. While new customer 
acquisition is of great importance to all 
advertisers, the high conversion rate and 
aid in customer retention of retargeting 
makes it a popular strategy.

Facebook CPC Down Y/Y for Third Quarter in a Row

For the third straight quarter, the average 
CPC of traffic coming through Facebook 
ads fell Y/Y. In Q2 2016, Facebook CPCs 
declined 21%, the same rate we observed 
in Q1 of this year. Facebook spending grew 
significantly, despite the decline in CPC, as 
traffic rose substantially. Facebook CPM, on 
the other hand, increased 54% Y/Y in Q2.

Facebook Spend More than Doubles Y/Y

For advertisers investing in Facebook since 
Q2 of last year, investment increased 121% 
Y/Y, the strongest growth rate we have 
seen since we began studying Facebook 
in this report. Over the past year, brands 
both expanded investment through long-
running Facebook advertising campaigns 
and branched out to test new partners and 
ad formats, such as Dynamic Product Ads.

Facebook Ad Performance
Q2 2016 Y/Y Growth

Display Spend Share by Strategy

Facebook Ad Spend
Y/Y Growth
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eBay Commerce Network Now Accounts for 53% of CSE Spend

After lagging, Connexity (which purchased 
PriceGrabber in late 2015) in spend share 
50% to 46% in Q1, the eBay Commerce 
Network grew to account for over 50% 
of all CSE spend in Q2. The two primary 
CSEs now combine for 97% of all CSE 
spend, as both saw spend share grow with 
the shuttering of Amazon Product Ads in 
October 2015.

Major CSEs Continue to See Y/Y CPC Declines

CPC declined 60% Y/Y in Q2 for Connexity 
and 20% for the eBay Commerce Network, 
the fifth straight quarter we’ve observed 
declines on both of these engines. The 
cost of traffic from smaller CSEs such as 
Houzz and Polyvore continues to climb 
and eclipse that of the major engines, 
as these smaller sites reach targeted 
demographics which often convert at a 
higher rate than the major networks.

Both Major CSEs Drive Strong Revenue Growth for Advertisers

Advertisers drove 23% and 33% more 
revenue Y/Y in Q2 through Connexity 
and the eBay Commerce Network, 
respectively. These growth rates represent 
a deceleration from the impressive spend 
growth we saw in Q1 of 65% for Connexity 
and 41% for the eBay Commerce Network. 
For comparison, Google Shopping 
revenue grew 53% in Q2.

CSE Spend Share by Engine
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Top Two CSEs Combine for <10% of Google PLA Revenue

Advertisers drove more than ten times as 
much revenue through Google Product 
Listing Ads as they did through the two 
major comparison shopping engines in Q2 
for brands bidding on all three. While the 
number of major traditional comparison 
shopping platforms has steadily declined, 
the rise of feed-based ads on major search 
engines has kept feed optimization and 
advertising important.

Desktop Accounts for Lion’s Share of CSE Traffic

83% of all comparison shopping engine 
traffic came from desktop computers 
in Q2, a slight uptick from the 81% we 
observed in Q1. By comparison, mobile 
devices accounted for 61% of all Google 
Shopping traffic in Q2, a figure that 
continues to grow steadily.

CSE Clicks 70% Cheaper than Google PLA Clicks

Across all comparison shopping engines, 
CPC was just 30% that of Google PLAs 
for advertisers bidding through both 
traditional CSEs and Google Shopping. 
This represents a decline from the 45% 
relative CPC observed in Q1, as PLA CPC 
increased Q/Q but CSE CPC remained 
roughly the same.

CSE vs. Google Shopping (PLA) Revenue
Q2 2016

CSE vs. Google Shopping (PLA) CPC
Q2 2016

CSE Traffic Share by Device Type
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DMR METHODOLOGY
Figures are derived from samples of Merkle clients who have worked with Merkle for each respective 
marketing channel. Where applicable, these samples are restricted to those clients who 1) have 
maintained active programs with Merkle for at least 19 months, 2) have not significantly changed their 
strategic objectives or product offerings, and 3) meet a minimum ad spend threshold. All trended 
figures presented in this report represent same-site changes over the given time period. Unless 
otherwise specified, the data points in this report are derived from the North American market region.

Merkle is a global data-driven, technology-enabled performance marketing agency and the largest 
independent agency in the US for CRM, digital, and search. For more than 25 years, Fortune 1000 
companies and leading nonprofit organizations have partnered with Merkle to maximize the value of 
their customer portfolios. The agency’s heritage in data, technology, and analytics forms the foundation 
for its unmatched skills in understanding consumer insights. When combined with its strength in 
performance media, Merkle creates customer experiences that drive improved marketing performance 
and shareholder value. With more than 3,400 employees, the privately held corporation is headquartered 
in Columbia, Maryland with 15 additional offices in the US and offices in Barcelona, London, Shanghai, 
and Nanjing. For more information, contact Merkle at 1-877-9-Merkle or visit www.merkleinc.com
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