
LUMA presents its annual State of Digital Marketing, 
which covers our views on the market, industry trends, 
and the future of the ecosystem with a specific focus on 
digital marketing. We hope you enjoy it. 



Meet the Senior LUMA Team
Terence Kawaja Brian Andersen Mark Greenbaum Dick Filippini Conor McKenna Gayle Meyers

Founder & CEO Partner Partner Partner Vice President Head of Strategic 
Partnerships

Terry leads strategy,
banking and content 
for LUMA.

He’s also head 
comedy writer and 
performer.

Brian is LUMA’s 
marketing 
technology guru.

He excels at 
coaching both little 
league baseball and 
big-league clients.

Mark runs M&A 
strategy and 
execution for LUMA.

He’s never met a 
term sheet he 
couldn’t improve.

Dick leads LUMA’s 
mobile and gaming 
banking coverage.

You can find him 
holding court every 
February in 
Barcelona.

Conor manages the 
execution of both 
deals and content.

Think of him as the 
glue that ties it all 
together.

Gayle runs LUMA’s 
marketing, events, 
and partnerships.

Think of her as top of 
the LUMA funnel.







It was a solid year overall in the public markets, with the NASDAQ up 13% and trading 
near all-time highs, similar to the other major U.S. indices. As we dive deeper into our 
subsectors, MarTech had a very strong year up 72%, mostly on the back of Shopify’s 
continued growth — now supporting over $30B in market cap. Speaking of multi-billion 
dollar market caps, The Trade Desk was up 82% and even Ad Tech beat the overall index 
with 31% growth this past year.



And it wasn’t just price performance that was strong; look at the multiples! MarTech at 
nearly 10x revenue as a category, and the TradeDesk in its own category at 16x. Lastly, 
with AdTech trading at 3.3x revenue, it’s clear the days of Ad Tech trading below 1x 
multiples are behind us.



Cutting Ad Tech one level deeper, if we view the sector excluding the one company with 
declines (Criteo down 20%), the remaining players were up over 100%, collectively, in 
the last twelve months, and are currently trading at over 4x revenue.



Strong price performance and strong multiples usually make for a pretty good IPO 
market. We spoke last year about the impending unicorn stampede and a number did 
get out. However, the after-market results have been decidedly mixed. The lofty private 
valuations have come under scrutiny, with two-thirds of this year’s IPOs trading well 
below where they priced.



This has caused some companies (ok, one company) to withdraw their prospectus, as 
WeWork famously canceled their planned IPO. But, as our good friend Scott Galloway 
vocally pointed out, this likely had less to do with market dynamics and more to do with 
challenges in their business model.



What does all this mean for the IPO pipeline? We still see a number of companies 
queuing up, but we believe this environment of enhanced scrutiny of business models 
will continue. So those companies with solid fundamentals should be just fine in the 
public markets – which is really the way it should be.



This is all a preamble to our favorite topic, the M&A market – which continues to be the 
primary source of exits across our coverage sectors. How’s this chart for up and to the 
right? Deal activity has been on a tear for the last four quarters . . .



. . . and it’s not just small deals getting done. We saw 63 deals over $100MM in the last 
year; an increase of almost 20% over the prior year.



MarTech was particularly strong, as we saw a number of sizable exits over the past 
year, including five $1 billion deals reflecting over $25 billion in total value.



MarTech has been so strong, we have had to revise our comments from 2018. Last year, 
LUMA declared 2018 the “Year of MarTech,” after seeing over 75% growth in scaled 
transactions. We weren’t wrong, but we may have been a little early. 2019 deal activity 
has already surpassed last year’s total and, if we annualize these numbers, we are 
definitely on track for a record year.



What’s causing the uptick in MarTech deal activity? Continued strong buyer dynamics 
given the expanding buyer universe. Marketing Clouds continue to be active, and 
Private Equity remains the single biggest buyer in the category. But beyond those usual 
suspects, the Digital Giants, who’d been quiet on the M&A front the last few years, 
jumped back into the fray. We also saw Brands doing deals to bring capabilities in-
house. We cannot say we predicted McDonald’s would be a serial acquirer in the sector, 
but we remain encouraged by all the activity. 





Convergent TV is a widely talked about topic across our ecosystem. There is a lot 
happening in the space, and a lot more coming in the future. 



First, let’s think about the convergence of TV from the Traditional Media perspective. 



For the past ten years we have been hearing that TV is dead or dying and that it needs 
to fundamentally change in order to stay alive. 



There is some evidence that TV is dying. If you look at the viewer dynamics over the 
past decade, TV is in secular decline. For the key demographics that make up the 
younger viewership, traditional linear TV viewing is down 25 – 60%. From this 
perspective, the rumors that TV is dying seem to be true. 



But linear TV is demonstrating an incredible elasticity of demand. As supply has 
constricted with viewership way down, prices have increased to make the market. 



And it has worked! TV Ad Spending has been largely flat for the past five years and is 
projected to remain as such for a few more years. 



What are the catalysts that can change this dynamic in TV? If we think of the 
comparative advantage of linear TV, we think of live TV. The time spent watching linear 
TV is dominated by live TV, with 87% of the viewing time.



When we think of live TV, that viewership is driven by sports. An overwhelming majority 
of the most-watched live broadcasts in 2018 were sporting events. 



While sports drives viewership in live TV, sports viewing is dominated by football. It’s 
clear that the NFL holds the keys to the linear TV kingdom. 



And the NFL will soon be hitting the open market. The broadcasting contracts for the 
NFL are set to end in 2022, and you can bet those contracts are already being 
negotiated. Along with this, the other major professional leagues have contracts that 
are expiring as well. If the digital players were able to get their hands on the rights to 
NFL broadcasts, that could very well be the anvil that breaks the camel’s back.



While 2020 will be a strong year for linear TV with elections and the Olympics, 2021 
might be the turning point. With no elections, no Olympics, and no World Cup, and the 
contract renewal of major sports leagues on the horizon, all eyes will be on 2021 for 
traditional TV. 



What are the incumbents doing in preparation? They are bulking up. There have been 
over $200B in deals in just the last few years, as big media players are consolidating in 
anticipation of the fight that’s to come. 



Now thinking about the Digital Perspective . . . they look at things very differently 
compared to Traditional Media.



Digital advertising spend surpassed TV several years ago as the largest media & 
advertising channel. Digital is now a nearly $130B market and still growing.



The Triopoly continues to dominate the digital sector. Amazon, Facebook and Google 
now account for over two-thirds of all U.S. digital advertising spend.



But according to the IAB/PWC report earlier this year, we are seeing the growth of the 
digital sector starting to slow. 



So, with digital growth slowing, big tech companies have set their sights on the largest 
remaining market available: television. TV offers a $70B advertising market and a $80B 
pay market that is ripe for disruption.



And it won’t be a fair fight. Even with the traditional media companies consolidating in 
an effort to gain scale, they still pale in comparison to the digital giants. These big tech 
players not only have higher market caps, but they trade at higher multiples and have 
more cash. They simply overpower the traditional media players. 



In the battle for the future of TV, there are two sides. The digital giants are clearly on 
the offensive, spending lots of money on content and focusing on the user experience. 
On the defensive side of the battle, the incumbents are relying on regulation to help 
hold off big tech and will need to leverage M&A in order to garner the capabilities that 
are inherent with the digital giants.



We all know that the streaming wars are heating up. We’ve had a variety of options for 
consuming TV content over-the-top with existing streaming players. The competition 
has stepped up in the last year with the launch of many new streaming services. This is 
an all-out war and is what traditional media needs to do to match the proclivities of the 
consumer. 



And they are ensuring the success of these rollouts by, essentially, making them free. 
Whether it’s with promotional deals, subscription bundles or, in Peacock’s case, possibly 
making it a free ad-supported platform, these new streaming services are making sure 
they hit the ground running. 



For the very first time, the dominance of Netflix is being challenged. Some research 
analysts forecast that Netflix will lose more than 10 million subscribers, with some even 
predicting that Netflix’s stock could go to zero. We don’t believe that will happen, but it 
is clear the streaming wars will have significant consequences.



All wars have causalities, and the streaming wars won’t be an exception. Just recently, 
we saw two such casualties: Sony announced they are shuttering PlayStation Vue and 
Walmart announced that they will be putting Vudu on the sale block. 



But the streaming surge will not be all bad for advertising as not all Americans can 
afford unlimited TV subscriptions. There will be a significant opportunity for AVOD 
adoption as consumers are priced out of SVOD. 



And the projections for the AVOD spend category are set to be substantial. 



One of the challenges with this new world is the complexities around figuring out how 
to unify a buy across all forms of video, whether it may be linear, addressable, OTT or 
digital. For a holistic perspective on channel spend, marketers need a unified, 
standardized way of being able to plan and buy TV media. 



And industry cooperation will be required to solve for these complexities in CTV.  





Digital media has been facing a new set of challenges ranging from major data 
breaches and platform abuse to privacy and anti-trust challenges. The increased tech 
scrutiny has led to more regulation, most notably the CCPA, as well as increasing self-
regulation (corporate data restrictions), and anti-trust investigations. We believe that 
these impacts will ultimately strengthen the walled gardens as they start to build their 
walls higher, although they are being challenged, with nearly almost all States having 
launched anti-trust investigations on big tech.



These issues will leave a lasting effect on the industry and have already reshaped the 
landscape as we know it, raising the question: where do we go from here?



We witnessed the pendulum swing too far in one direction. The material issues such as 
data breaches, political interference and anti-trust need to be addressed, and 
regulation seems like the best way to do it. 



But an overcorrection to the opposite side of the spectrum doesn’t work either. We 
cannot regress to a Wannamaker world where we don’t know who is being marketed 
to.  



There has to be a middle ground that gives consumers transparency around what data 
is shared and allow for opt-outs. A focus on first-party data will also be better for 
business as it creates a direct relationship with the consumer. 





There has been continued investment into the CDP category over the past several years; 
~$750M invested since 2017 and the category leaders are all growing at exceptional 
growth rates. We expect this trend to continue with large growth rounds going forward.



But we have also seen a lot of confusion in the category, especially in defining what 
exactly a CDP is, which is causing issues for marketers as well. These logos represent the 
CDPs that are listed on the CDP Institute website. Even we, who consider ourselves 
pretty well informed on the category, don’t recognize some of these logos, and others 
we wouldn’t consider CDPs. So it is no wonder that marketers – and potential acquirers 
– are confused about the category.



We created this graphic to identify the various capabilities included in the CDP category. 
Most companies really only have capabilities (or at least strengths) in a subset of these 
functions. For example, Segment is especially strong in the “data connectors” area. 
Evergage, the highest rated personalization vendor by Gartner, wins deals because of 
its strong execution apps (powered by its user profiles). Amperity, which focused on 
identity resolution, just combined with Custora, which focused on orchestration. 
Marketers (or acquirers) should focus on companies with the capabilities they need.





Why do companies do M&A? It’s obviously to increase shareholder value. Everything 
they do as a business should have this goal in mind. For the independent value of any 
business, there are three core drivers: growth, operating leverage, and predictability. 
These drivers are why high-growth SaaS model businesses are so successful because 
they check off all those boxes. The other dynamic in M&A is strategic value, where a 
specific company has increased value when plugged into the buyer’s business.



We have seen deals that are almost 100% strategic value, with the two most notable 
deals being Google/YouTube and Facebook/Instagram. When these deals were 
announced, there was a lot of head scratching around why both companies paid so 
much for companies that were so nascent.  



But the recent estimates of YouTube and Instagram valued independently are 
staggering. Both deals are valued at 100-200x returns on the M&A price tag. Obviously, 
everyone strives to achieve the success and value that these two particular deals have 
achieved.  



For this presentation, we are going to focus on two companies in marketing tech that 
have transformed their businesses through M&A: Adobe and LiveRamp. Let’s start with 
Adobe. 



Adobe has really transformed their business in two ways: the building of the 
Marketing/Experience cloud and through the transformation of the traditional Adobe 
creative business. 



Looking back to 2009, prior to Adobe acquiring Omniture, it was a $3B business that 
had declined 13% over the past year (not surprising since the economy was in a 
recession). But as the leading creative software company, Adobe had a lot of pricing 
power which allowed them to operate at a nearly 5x revenue multiple and a $16B 
enterprise business. 



When Adobe bought Omniture, there was initial confusion around the rationale behind 
this deal. I was leading corporate development at Omniture at that time, and most of 
us on the executive team thought the ultimate buyer of Omniture would be a company 
like IBM or Salesforce – not Adobe. At the time, the stated rationale of the transaction 
was to connect content creation with optimization and analytics. 



The deal also came at a time when Adobe had announced that profits were down 29%, 
and revenue down 21% in the previous quarter, which only increased initial skepticism 
around the announcement



Various market and financial analysts questioned the deal. One Jefferies analyst 
dropped Adobe from a “buy” to a “hold” and didn’t see “material synergy between the 
businesses.” And he wasn’t wrong. The combination of the marketing and creative 
businesses have been run independently. So, let’s look at each business, independently, 
and where they have gone since the Omniture acquisition. 



The Marketing Cloud has made numerous acquisitions over the past decade and has 
been incredibly successful in building the business that’s now a $3B run rate. This is one 
of the largest SaaS subscription businesses on the planet and has grown 10x in ten 
years! They have done an awesome job growing this business, both organically and 
inorganically. 



The unstated rationale behind the Omniture acquisition was the pivot in the underlying 
Adobe creative software business model. Adobe had sold its software through retail as 
box software. At the time of the deal, two of the largest industry trends was the 
movement of software to the cloud  and to subscription-based pricing. The acquisition 
of Omniture – which was one of the industry’s largest cloud-based subscription models 
— infused Adobe with the know-how to pivot the business to a SaaS model.



That pivot has created tremendous value for Adobe! Since the Omniture acquisition, 
Adobe has gone from nearly 0 to 90% subscription revenues, and the market value of 
the company has followed that same trajectory. 



So where is Adobe today? They are now a $142B market cap company with a 13x 
revenue multiple. Using a comp set, we calculated that the multiple for the 
Marketing/Experience Cloud would be about 11x, which results in a $33B enterprise 
value. This would imply that the Creative Cloud is a $108B business with a 15x multiple. 
This is a staggering 10x multiple improvement, and a $94B enterprise value increase 
since 2009. 



Coming back to the value drivers we touched on earlier, Adobe has improved upon 
every metric since the acquisition of Omniture. Growth has significantly improved. 
Operating leverage has increased, and the revenue has become increasingly 
predictable, which all amounts to a 13.4x valuation multiple as of 2019, increasing from 
4.8x in 2009. 



Now let’s dive into LiveRamp. 



The transformation of LiveRamp has come from the migration of being a services-based 
business – Acxiom – to a high-growth, technology subscription-based business –
LiveRamp.



Looking at the Acxiom business pre-Scott Howe, the company focused on offering 
“information management services” with ”data products.” The company revenue was 
down 14% YoY with a Gross Margin of 24% — really highlighting that this was a 
services business.



And the stock price had declined 43% between 2006 - 2011, while the overall market 
index remained relatively flat during that same time period. The turning point came in 
July 2011 when Scott Howe was named CEO of Acxiom. 



Several years later, Acxiom made its first big move by acquiring LiveRamp for $310M. 
The acquisition – and especially the price tag of the deal – faced initial scrutiny since 
Acxiom paid 14% of its Enterprise Value for a company that only generated 3% of 
Acxiom’s total revenue. But the deal was really all about accessing first-party and 
moving into the identity space. 



While there was pushback that Acxiom overpaid for LiveRamp, there were also 
questions around whether Acxiom would be able to sell this product. 



Acxiom then doubled-down on their identity position, acquiring Arbor and Circulate for 
a combined $140M, in order to boost match rates.



With these acquisitions, Acxiom now consisted of two distinct business units that 
appealed to two different types of investors. There was the mature, services-based 
business with Acxiom – which would appeal to value investors. And there was the high-
growth SaaS-based business in LiveRamp – that would appeal to growth investors. This 
was a difficult spot to be in because from the investor’s perspective, they are trying to 
determine “is it fish or is it fowl?”



To solve for this problem, the company divested the traditional Acxiom business for 
$2.3B dollars and, in doing so, divested 75% of its revenue. 



But this unlocked incredible value. According to a Morgan Stanley study, prior to the 
announcement, the market valued LiveRamp at $.5B with a 2x multiple. Following the 
divestiture, LiveRamp traded up to a 9x multiple, gaining $2.1B in value and a 7x 
multiple increase. 



Looking at the stock price, we spoke earlier how it was in decline the five years prior to 
Scott Howe joining. Since then, the stock has grown 196% from 2011 - 2019 and 14% 
when annualized. 



And from a multiple expansion perspective, 1.2x in 2011 to now 5.6x. Just incredible 
growth and value added during that time period.



Looking back at this chart again, similar to what we saw with Adobe, all the drivers 
have seen significant increases and improvement, which led to the significant increase 
in LiveRamp’s revenue multiple. 



The mission of the LUMA Corporate Partners program is to provide education, insights and market development to 
all constituents of the digital ecosystem. LUMA’s Corporate Partners are comprised of leading media, marketing and 
technology companies for whom LUMA’s leadership team provides strategic advice on the latest industry trends and 

a fresh perspective to aid in making critical growth decisions. LUMA’s proprietary insights, research, content and 
events initiatives afford personalized guidance and education at leadership off-sites, teach-ins and customer events. 

If LUMA can help your organization sort through this complicated and dynamic sector, contact: 
Gayle Meyers, Head of Strategic Partnerships — Gayle@lumapartners.com.


