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Deloitte Global predicts that 10 percent of North
Americans over age 18 will be engaged in four

or more multiple, simultaneous advertisement-
blocking behaviors in 2018; we call these people
adlergic. In a Deloitte Global survey conducted
in mid-2017 of 1,096 Americans and 1,090
Canadians aged 18 to 75, we measured ad
blocking across various media and devices. We
found that while about three-quarters of North
Americans engage in at least one form of regular
ad blocking, a much smaller subset of about 10
percent blocks ads across four or more types

of traditional and digital media channels most

of the time. Some forms of ad blocking (such

as software on computers and mobile devices,
and streaming music and video services) are
growing relatively quickly, while other forms of ad
blocking (such as ad skipping with personal video
recorders [PVRs] or changing channels on TV or
radio) are stable or growing slowly. We predict
the percentage of adlergic people will be about
one percentage point higher in 2018 (see Figure
16) in North America.

The adlergic percentage is much higher for
millennials aged 18 to 34, with over 17 percent
blocking ads in four or more categories, and we
expect this percentage to increase one or two
percent in 2018. Nor is age the only demographic
factor that seems to affect the tendency to block
four or more categories. In all countries studied,
people who were employed and had higher
incomes and more education were all more likely
(by 200 to 400 percent) to be heavy ad blockers
than were less-educated people who were not
working and had lower incomes (see Figure 19).

Finally, it appears that almost nobody blocks all
ads. We are referring not to categories that are
inherently impossible to block (for example, a
highway billboard), but instead to the fact that
across the seven major ways of blocking ads,
the percentage who block all seven was zero or
nearly zero in all countries surveyed in 2017, and
we predict that will be true again in 2018.

While doing research on a different project,

we happened to conduct the same survey in
Turkey, and we include the findings for those
who are interested. Turkish data is shown on all
charts, but more detailed data can be found in a
separate section below.
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Figure 16. #Adlergic population measured by number of ad-blocking behaviors
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Weighted base: Deloitte Global survey of adults USA (1,096), Canada (1,090), Turkey (1,061)
Source: Deloitte Global survey, Aug-Sep 2017

What are the various ad-blocking behaviors being counted as part of the adlergic population? See
Figure 17 for an overview of how the various behaviors occur across the countries studied.

Figure 17. Ad blocking by category
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PC and mobile: Ad-blocking software on
computers is not new: 18 percent of users in
the US and 24 percent in Canada used the
software as of 2016.2"2 Deloitte Global's survey
found that PC ad blocking was even higher

in 2017, with 31 percent of Americans and 27
percent of Canadians using this technology. In
both countries, men were over 10 percentage
points more likely than women to use PC ad
blockers, and also in both countries, 18-34 year
olds were over 10 percentage points more likely
than were the average of people of all ages.
Indeed, 50 percent of 25-to-34-year-olds in

the US said they used a computer ad blocker.
Given the growth versus 2016 numbers, it
seems likely that PC ad blocking will continue

to grow and will almost certainly be in place

on at least one in three computers in North
America by 2018. That number could be even
higher, as a popular web browser (both PC

and mobile) may soon incorporate ad-blocking
software without the need for users to download
additional modules.?"3 It will not block all ads, but
it may block those that do not comply with the
Better Ads Standard, such as ads that launch
automatically and play loud music, for example.

Mobile phone ad blockers are common

in some regions around the world. In one

study, 28 percent, 13 percent and 58 percent

of smartphone owners in India, China and
Indonesia, respectively, used some version of
the software. Some studies suggest that mobile
ad blocking in North America is minimal - one
percent?'* or even zero.?’> Our 2017 Deloitte
Global survey showed much higher self-reported
rates of mobile ad blocking; 20 percent of
Americans and 12 percent of Canadians said
they used a mobile ad blocker. The demographic
trends in computer ad blocking were seen in both
countries. Young people were more likely to use
mobile ad blockers, and men were more likely
than women; 30 percent of US men, compared
with only 10 percent of US women, said they

had a mobile ad blocker. It seems likely that the
motivations for ad blocking on phones (data
consumption, etc.) mean that the percentage of
mobile ad blockers is likely to grow in 2018.
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Traditional TV: In our survey, 65 percent of
Americans and 60 percent of Canadians said
they own either a smart TV or a digital video
recorder (DVR), and of those, over 80 percent in
each country said they watch recorded shows
and use the fast-forward function for various
reasons, while about 20 percent have the devices
but never use that function; therefore, about 50
percent of the total population in each country
have a device that permits fast-forwarding and
use that functionality. In the US, 61 percent of
those who have a smart TV or a DVR said they did
it to skip ads rather than for other reasons, while
the equivalent Canadian number was 67 percent.
In the US, women with devices that allowed fast-
forwarding were slightly more likely to skip ads
(64 percent compared with 58 percent for men),
and ad skipping was relatively consistent by age
in both countries.

The more interesting demographic variations
related to education and income. Americans
who owned a smart TV or a DVR and had more
education and the highest incomes were 13
percentage points more likely to skip ads, while
those with children were less likely (by seven
percentage points) to do so. Canadian data
showed little difference by education or presence
of children, but 70 percent of Canadians making
more than C$100,000 annually who had the
devices fast-forwarded to skip ads, while only
55 percent of those making less than C$25,000
did so.

According to the official TV measurement data,
only 11 percent of all traditional TV viewing is
time-shifted (watched after original broadcast) in
the US,2'® and under 9 percent is time-shifted in
Canada.?’” These numbers are broadly consistent
across ages, with American 35-to-49-year-olds
watching the most time-shifted content, at 14
percent; 18-24 year olds watching 10 percent
nonlinear programs; and those age 65+ watching
nine percent time-shifted shows. There is only
slight variation by race in the US as well, with
Black and Hispanic Americans consuming 8-9
percent of all TV in a nonlinear way, while Asian
Americans are at almost 13 percent.?'® Canadian
18-34 year olds are more likely than average to
time shift, at almost 12 percent.?

In the US, women with devices that allowed fast-forwarding
were slightly more likely to skip ads (64 percent compared with
58 percent for men), and ad skipping was relatively consistent by

age in both countries.
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Even those who do not have DVRs or smart TVs
can still engage in ad-blocking behavior; they can
change the channel, mute the sound, leave the
room, or look at their phone, tablet or computer
(known as second screening) when a commercial
comes on.

See Figure 18 for the US and Canadian data

on those who always or almost always engage

in these behaviors. Each behavior is slightly
more prevalent in the US than in Canada, but

the tendency toward each category is roughly
similar in both countries. From the perspective
of advertisers, not all ad-avoiding behaviors are
equivalent. Leaving the room means the target of
the advertisement sees and hears nothing; those
changing channels probably see bits of ads;
those muting may not hear the ads but still see
the visual content; and those second screening
on tech devices are likely still to hear the audio if
not to concentrate on it.
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There were important demographic variations in
both countries. Those who were younger were
more likely, sometimes by only a few percentage
points, to do any of the four activities in order
to avoid ads, but for second screening, 18-24
year olds were nearly 30 percentage points
higher than the average for all ages, at 82
percent. And for all four behaviors, Americans
with more education, higher incomes and a job
(as opposed to being unemployed) were more
likely to avoid TV ads. Not all of the differences
were statistically significant, but many are. For
example, 40 percent of Americans who were
working or had a bachelor’s degree or higher
changed the channel always or almost always

to avoid ads, while only 25 percent of those who
were not working or had no college education
did the same. The demographics in Canada were
approximately similar but more muted, with
narrower differences by age, gender, income
and education.

Figure 18. “To avoid ads when watching TV, | always or almost always ...”
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Source: Deloitte Global survey, Aug-Sep 2017

It seems likely that the percentages using DVRs,
smart TVs or any of the four other TV ad-blocking
behaviors will remain similar in both Canada and
the US in 2018.

Nontraditional TV, aka SVOD: Of course, not
all video being watched in 2018 is traditional TV
with ads. A number of subscription video-on-
demand (SVOD) services are ad-free: 65 percent
of Americans subscribe to one or more of these,
and 47 percent do in Canada.

In Canada, however, it is important to note that
language plays a big role. In the mainly French-
speaking province of Quebec, SVOD penetration
is 34 percent, while the average for the mainly
English-speaking other provinces is 53 percent.



The demographics of SVOD customers are
unsurprising. In the US, 89 percent of 18-24 year
olds subscribe to at least one service, while only
36 percent of 55-to-75-year-olds do. Those who
are working are at 70 percent, and those not
working are at 56 percent. Those with any college
education or degree had a figure of 67 percent
compared with 55 percent for those with no
college education.

Finally, 71 percent of those with incomes over
US$75,000 had at least one SVOD, while those
earning under US$25,000 annually were at 49
percent. Canadian demographic splits were
about the same, albeit a little narrower.

There are many reasons why someone would
subscribe to a paid streaming service; 46 percent
of Americans who had SVOD said that the fact
they are ad-free was one of the reasons for
subscribing, while eight percent said it was the
main reason they subscribed. The equivalent
Canadian figures were 57 percent and nine
percent, respectively.

Looking forward to 2018, it seems likely that the
total percentage of homes subscribing to one

or more SVOD services will increase, and it also
seems likely that the percentage for whom being
ad-free is the main reason would be about the
same. If 70 percent of Americans have an SVOD
subscription in 2018 and it is still eight percent
who feel most motivated by being ad-free, then
about six percent of all Americans and about five
percent of English-speaking Canadians will be
using SVOD as a form of ad blocking.

Radio and music: People can also subscribe

to ad-free versions of streaming music. In our
survey, 33 percent of Americans pay for at least
one ad-free streaming music service, while in
Canada the number is only 19 percent. In both
countries, the familiar demographic trends
follow, with those who are higher-income, more
educated, employed and younger all being more
likely to subscribe to at least one premium ad-
free music service.
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As one example, 41 percent of working
Americans subscribe, while only

21 percent of those who are not working do

so. Unlike SVOD, where the ad-free nature was
the main reason for less than 10 percent of
Americans and Canadians, the ad-free nature is
a much more important factor in using premium
streaming music services. Of Americans who
had a subscription, 86 percent said the fact that
there were no ads was either an important or
an essential reason why they subscribed, and
the equivalent number for Canadians was 89
percent.

And just as with traditional TV, there is a lower-
tech version of ad blocking for traditional radio,
especially when driving; 41 percent of Americans
surveyed said they always or almost always
change radio stations as soon as a commercial
break occurs, with 30 percent of Canadians saying
the same. There are unusually strong age-related
effects in this behavior; over 60 percent of US and
Canadian 18-24 year olds change stations always
or almost always, while fewer than 20 percent of
those aged 55-75 in either country do so.

Looking forward, Deloitte Global predicts that
traditional radio ad-blocking behaviors will be
more or less similar in 2018, but we do expect
more people to subscribe to premium ad-free
music services, with perhaps 30 percent of
Americans subscribing to at least one service
with the aim of avoiding ads.

The demographic divides within the adlergic
population don't apply to just age. It also turns
out that those who are more highly educated,
have higher incomes and are employed tend to
be more adlergic (see Figure 19). The absolute
numbers of people in each country who are
blocking four or more types of ads are small, so
the results need to be interpreted with caution.
That said, some of the differences are so large
that they merit consideration and further study.
These are, of course, demographics that are of
particular interest to many broadcasters and
advertisers. The percentages do not vary by
gender, with women about as likely as men

to be adlergic.
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Figure 19. The demographics of those blocking four or more types of advertising
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Source: Deloitte Global survey, Aug-Sep 2017

It should be stressed that with only 10 percent of ~ Most ad-blocking software filters out only a
the US and Canadian population blocking four or portion, and even the most dedicated DVR

more categories of media, the other 90 percent user usually still watches some TV live (often
see a lot of ads, depending on the media channel,  sports, reality, news, weather or award shows)
and do not seem to mind them enough to strive and is therefore likely to see some, many or all

to avoid them. Roughly one in five is not blocking of the ads.
any ads. Further, though the adlergic group
blocks many ads, they do not block all of them.
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Q The bottom line

Broadly speaking, it seems that if advertisers want to reach those who are blocking ads,
especially those who are younger, employed, higher-income and better educated, then
the ad categories that cannot be easily blocked are likely to be the fastest-growing ad
categories for the next few years. Mobile and apps are expected to grow in the US in
2018 by 28 percent over 2017, out-of-home (OOH) by 5.5 percent (with digital OOH up 18
percent)??°, and social media ad spend by 14 percent.?*

Even within social, there are growing subcategories that should be considered. The rise of
the social media influencer was worth $1 billion in 2017, and this is expected to double by
2019, which is equivalent to over 40 percent compound annual growth.??> When targeting
the youth market, some advertisers are moving past influencers and sponsoring Slack
channels (Slack is a digital workspace, and channels are how users communicate and share)
and even festivals.?%

The most obvious target for advertisers eager to get around the ad blockers should be

digital mobile. Although computer (laptop and desktop) ad blocking is fairly common, at
around 30 percent, mobile was lower, at a self-reported 20 percent, and we believe that
number may be a large overestimate. Further, when ad blocking takes place on mobile, it
occurs at the browser level and does not block in-app advertising. But how big is the mobile
app market in terms of time spent?

According to an August 2017 comScore report on US habits, adults age 18+ spent 50 percent
of digital media time inside smartphone apps and seven percent within tablet apps, for

a total of 57 percent inside mobile apps.??* However, that time split is for all adults. The
youngest group, 18-24 year olds, spent 70 percent of their digital time inside mobile apps
and only 23 percent on computers, while those age 65+ spent just under 40 percent on
mobile apps and 53 percent on computers (see Figure 20 below).??°

These averages are important, but advertisers need to keep in mind that in-app time spent
varies dramatically by category of digital media. For social networking, gaming and dating
categories, mobile app time spent is 70 percent, 81 percent and 79 percent, respectively. On
the other hand, for all other categories, mobile apps make up less than half of time spent,
and for travel and sports categories mobile app time is in fact lower than for desktop, at
around 33-34 percent.??®
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Figure 20. Share of platform time spent, by age, 2017
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Broadcasters may want to offer versions of their
schedules that are ad-free (or largely ad-free)
but have a monthly subscription cost. Some
networks are already doing this,??” although
subscriber take-up of paid ad-free services has
been modest thus far. As one example, the
ad-free version of YouTube has an estimated 2.5
million subscribers,?? while the ad-supported
version reaches billions.

Product placement is another category that
cannot be ad blocked. It was worth about $6
billion in the US for 2015 and is predicted to grow
at over a 20 percent compound annual growth
rate, to $11.44 billion in 2019.2%° Given that total
US ad spending is over $200 billion annually,
product placement is running at about 3-4
percent of total spend. It seems to be a significant
factor only in the Americas. The US, Mexico

and Brazil product placement markets make

up over 80 percent of total placement spending
worldwide.

Finally, time to talk Turkey - and other countries
that aren’t the US and Canada.

Although there are important differences
between Turkey and the North American
countries, the ad-blocking behaviors are strikingly
similar. If anything, it seems that the actions of
Turks and Americans are closer to each other,
with Canadians being the outliers.

Those surveyed in Turkey seem to be more
interested in changing TV channels or radio
stations (Figure 17), and the gaps between those
working/not working and most educated/least
educated are narrower than in North America
(Figure 19). But in general, and even in detail in
multiple categories, the similarities are much
greater than the differences.

This is probably not true for many other markets.
In another English-speaking market, we suspect
the level of ad-blocking behaviors would be
much lower. In the UK, TV ad loads are much
lower, and TV and radio commercial breaks

are synchronized, for example. Therefore, we
think that the motivation for changing channels
and the effectiveness of the strategy would be
reduced. Similarly, conversations with French
audiences in 2017 would suggest that not only
are SVOD levels lower, but the use of DVRs

to skip ads also is much less common than in
North America.

Therefore, caution must be used. The North
American results do not apply globally -
although, as the Turkish results show, neither
are the North American results unique; other
countries seem to show similar tendencies at
least some of the time.
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