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Report Summary IREHEE

The eleventh edition of R3's China Media Inflation report covers 2021
actual inflation and 2022 inflation forecasts. For this report, R3 referred to
the public rate card of 700+ media and buying policies of 20+ media
agency holding groups and local media agencies.

* Digital ad spending is expected to grow 22% in 2021, while outdoor ad
spending has rebounded, growing 42% between Q1 and Q3, thanks to
the removal of restrictions on city-wide travel.

® Although there has been limited growth in the number of netizens,
complex consumer categories, diversification of creative forms, and
changes in digital investment models, will increase the price of media
although the base price remains steady. The actual investment amount
will lead to a substantial increase overall. At this time, companies
should evaluate whether the return is reasonable.

® Within the BAT media group, short video apps and personalized content
platforms like Douyin, Toutiao, and Tencent Flash Screen will have the
highest inflation as algorithms tailor content to each user. Further
integration of entertainment, livestreaming, social media, and
commerce will strengthen advertiser preference.

® Apps in Automobile, Sports and News categories are projected to have
slight inflation, while apps in already crowded verticals like Mom &
Baby and Beauty will maintain a flat price.

This report is an overall media inflation forecast. We do not rely on any one single
data soureegpand R3’s inflation forecast is believed to have one of the most
objective and independent views.
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100% 1st Party Data Large Scale Continuously Updating Fine Granularity Coverage
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All data is directly from R3 media audit Covering full media includes digital, TV, Most updated data accumulation. Media cost and pricing policy is by *  Media Net Cost
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a Inflation Factors & Forecasts
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There are 19 - 22 specific
digital loading fees categorized
under 8 types, and marketers
need to obtain more
transparency on loading fee
types in order to minimize the
cost impact.
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With the development of
Digital TV & Radio, traditional
formats have all been
impacted and estimated
minus inflation on net cost.

PEE SRR AR RE,
IR E 7ipE, e
fﬁi@im&f BTG EREH

As for display media YOY
ratecard strategy, Douyin
keeps cost constant on basic
ad formats, but drives cost up
to 20% - 70% by creating new
innovative formats as way to
drive the growth of ad
revenue.
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Key Takeaways From China’s 2022 Media Inflation Trends

As more budget is allocated to
biddable platforms,
performance needs to be
evaluated and benchmarked.
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Short video and social
platforms lead all categories
and projected to increase 5%
and 7% on net cost
respectively.
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With a 6% net cost increase,
loading fees are an essential
part of cost structure with

varied new creative formats.
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In 2022, OOH will keep
resilience with 6% inflation on
rate card and 3% on net.
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Production Output and Consumer Confidence Showed a Stable Recovery Trend in Q1-Q3 2021
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GDP Growth Rate of China (vs. same period last year)

- China's GDP growth rate of 2021 continued to recover with overall control of COVID-19.
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China’s Consumer Confidence Index increased significantly in 2021 Q1-Q3 with China’s economic recovery.
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CCI Growth Rate of China (vs. same period last year)
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Data Source: National Bureau of Statistics of China
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Digital Continued to Maintain Strong Growth

HFERIFERINER

With economic recovery, total ratecard spending increased slightly; OOH showed a significant growth trend in Q1-Q3 2021
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Media Aggregate Ratecard Spending Was

Contracted*1 Growth Rate of Digital Advertising Growth Rate of
YENEERTFGIY - Revenue*2 OOH Investment*3
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Online Video

MZZ ST +5.5% Data Source: *1 CTR (Internet, TV, Radio, Print, OOH, excl. Social KOL, eCommerce and

Content Co-op); *2 iResearch; *3 CODC

DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES 8




73% of Marketing Spend Went to 4 Digital Giants in 2021 H1
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2020 H1 2021 H1
0 500 1000 1500 2000 m 4 Digital Giant 11 Key Platforms Others
RMB: 100mil - AREEES TIANEEHRF Hith
m2021H1 12020 H1 4 Digital Giants: Alibaba Group, ByteDance, Tencent, Baidu+iQIYI

11 Platforms: Kuaishou, JD, Pinduoduo, Xiaomi, Meituan, Weibo, Sohu, 360, Sogou, Autohome, Bilibili
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Remark: 1. Alibaba Group: The amount is customer management service income; 2. Tencent 2021 1H included Yiche ad revenue; 3. Media publishers revenue Is from company financial statements ,
ByteDance from 36Kr; 4. 2020 H1 total market digital revenue is RMB 383 billion and 2021 H1 total digital revenue is RMB 467 billion. Based on iResearch report of 2021 Internet Industry Insight, 1H ad
revenue is 50% of full vear iResearch estimation.
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Work With R3 To Make Media Investment Transparent and Efficient
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* Media Agency Partner Selection
* Cost Market Norm Set Up

* Rebate Market Norm Set Up

*  Way-of-Working Enhancement
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DURING-CAMPAIGN
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On-air KPI Verification

Under Delivery Compensation
Tracking

Correct Use Of Ratecard
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POST-CAMPAIGN
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Media Cost Fulfilment

Media KPI Fulfilment

Media Cost & KPI Benchmark
Media Financial Audit
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Driving Transformation for Marketers and Their Agencies
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Return on Agencies
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We help marketers find, pay and keep the best possible
agency relationships - covering Creative, Media, PR, Digital,
Social, Performance, Event, Promotions and CRM.

We take the lead on improving the Integration process
through proprietary software and consulting.
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Return on Media
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We offer professional analysis of the media
process, planning and buying with proprietary

benchmarks and tools to set and measure
performance.

We conduct financial audits to validate and
benchmark transparency.
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Return on Investment
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Using a bespoke and proprietary methodology,
we help benchmark and provide insights into

how your digital strategies perform in your
category and across categories.
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CLIENTS  We are retained by 12 of the top 20 marketers - covering 60+ markets on six continents.
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www.rthree.com | www.r3china.com



http://www.rthree.com/
http://www.r3china.com/

