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Visibility is limited . . .
but direct marketing

seems relatively well
positioned to weather
the storm.
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Forrester's Research Panel

Each quarter, Forrester surveys 1,500 marketing and strategy
professionals about:

Interactive marketing

Direct marketing

Customer experience
eBusiness & channel strategy
Marketing leadership
Consumer product strategy

Consumer market research

Gain insight, get data, and learn best practices from marketing
professionals. Join our panel today:
(http://www.forrester.com/Panel/)
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Panel survey background

 Direct marketer survey conducted in Q2, 2008
(before the current economic downturn)

— 84 database and direct marketing professional
respondents

—60% of respondents were director-level and above
— Represents a range of industries

— 40% of respondents were from $1B+ companies
— 45% have a marketing budget above $10m

—50% have direct marketing budgets above $5m
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More than half of DM budget was
allocated offline

“What percent of your US direct marketing budget will be spent on each of the following media channels in 2008?”
25%

Direct malil

Email marketing

Catalog

Search engine marketing
Television

Online advertising

Print promotion
Outbound call center
Web optimization/personalization
Print on demand

Radio

Mobile

Other

Base: 84 database and Direct Marketing professionals
Source: Q2 2008 US Direct Marketing Budget Online Survey
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Execution got the lion’s share of budgets

“What percent of your company's US direct marketing
budget will be spent on each of the following functions in 2008?”

Campaign
Other  Strategy and
Measg;/ement 3% planning
0 10%

List and data
sourcing

8%
_ Database
Execgtlon and management
fulfillment 11%
33%
Data
processing
7%

Analytics
Creative 9%

13%
Base: 84 database and Direct Marketing professionals
Source: Q2 2008 US Direct Marketing Budget Online Survey
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Direct Marketing professionals had
anticipated growing their budgets . ..

“How will your total US direct marketing budget in 2009 compare with the
2008 budget?”

Increase
- more than
Dor;ct)%now 13'02% Increase
between
4.1% and
~~ Decrease 10%
between 17%
4.1% and Increase
10% ;
Decrease 4% ' 42%
11%
Decrease Increase
between 0% between 0%
and 4% and 4%
. 7% 18%

J

Stay the
same
27%

Base: 84 database and Direct Marketing professionals

Source: Q2 2008 US Direct Marketing Budget Online Survey -
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... luring budget from corporate, business
line, and mass media

“You indicated that your company's direct marketing budget will increase in
the next one to three years. Where will this increase in budget come from?”

Additional allocation of corporate budget 47%

Additional allocation of business unit budgets 40%

A shift from non-direct marketing budgets (e.qg., print,
radio)

34%

A reduction in operational budgets

3
E3

A reduction in customer service budgets - 4%

Other - 6%

(multiple responses accepted)
Base: 47 database and Direct Marketing professionals who plan to increase their
budgets in the next one to three years

Source: Q2 2008 US Direct Marketing Budget Online Survey -
FORRESTER
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The economic downturn dampens

expectations

“How would the following market changes affect your company's planned direct marketing budget?”

An economic downturn 50% u
0 Decrease
8%
i Increase
Customer stated preference for non-direct mail channels —%
23%
Higher costs (e.g., printing, postage) 29%
31%
Increased customer privacy and/or environmental concerns 25%

17%

An increased ability to measure ROI in direct marketing H 11%
61%
An economic upturn H 5%
60%
An increased ability to demonstrate ROI in direct marketing 1 2%
80%

Increased emphasis on direct marketing versus mass advertising | 2%
— 62%

(“No change” responses are not shown)

Base: 84 database and Direct Marketing professionals
Source: Q2 2008 US Direct Marketing Budget Online Survey
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DM budgets are moving online

“How will the allocation of your company's US direct marketing

budget in 2009/2011 compare with the aIIocatlon in 2008? N= (2009/2011)

Email marketing — 52% _ 41% 79/83

3% 2%
Search engine marketing 51% — 100 77/81
Online advertising N |0, I 39% 72/79
1%
Mobile | ———— 079 I > 7% 56/73
Outbound call center — 7504 — 210 67/75
7% %
Direct mail (non-catalog) |— 10, I 10 79/81
5% %
Print on demand/digital printing | > 3% I 30 60/71
Television | 15% il 5% 48/60
10% 2%
Catalog | 3% Il 5% 56/75
14% 11%
Print promotion | 594 I 12% 64/66
3% 4%
Radio 6% 3% 51/63
8% 2%

(“Don’t know” and “About the same” responses are not shown) g Increase (greater than 3%6)
Base: database and Direct Marketing professionalS m pecrease (greater than 3%)
Source: Q2 2008 US Direct Marketing Budget Online Surve
: A y



Online channels expected to become
more effective

“In the next three years, do you think marketing's effectiveness will increase,
stay the same, or decrease in each of the following media channels?”

M Increase Stay the same Decrease N=

Online advertising A 11% 4% 80
Email marketing 81% [N R NLY 82

Search engine marketing A% 4% 79
Mobile A 19% 67

Direct mail [non catalog] xrme o A% 31% 81
Outbound call center 320 h] 35% 68
Print promotion A 5% 24% 73

Catalog 5% U A7% 56

Radio [IETEZ] e 26% 60

Television [R50 41% 59

Base: database and Direct Marketing professionals
Source: Q2 2008 US Direct Marketing Budget Online Survey @



Effectiveness is driving budget shift

& 60% |
S i Email marketing
(Q\ 1 =1 . ..
! W" WOnline advertisin
£ 50% ' Search engine marketing J
E e
(@)] 1
S 40% I
o \
0 |
30%| T T T outbound call Nenter TTTTTTTTTToToTmmoTTTO

g 0 .O-utbound call c:lenter = Mobile
= Direct mail : ®Print on demand
= 20% |
= =TV :
& Catalo |
g 10%| o oged o i
o Radio®  ®Print promotion |

O 1

10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Effectiveness increasing in three years**
Base: 48-84 database and Direct Marketing professionals

* Percentage of respondents who selected an increase of 3% or more when asked “How will the allocation of your company's
U.S. direct marketing budget in 2009 compare with the allocation in 20087?”

**Percentage of respondents who selected increase somewhat or increase a lot when asked “In the next three years, do you
think marketing's effectiveness will increase, stay the same, or decrease in each of the following media channels?”

Source: Q2 2008 US Direct Marketing Budget Online Survey -
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Meanwhile, analytics spending will soar

“How will the allocation of your company's US direct marketing budget in 2009
compare with the allocation in 2008?”

B Increase (3% or more) [ Stay the same (+/- 2%) ' Decrease (3% or more)

Analytics
Measurement

Execution and fulfillment

Campaign strategy
and planning

Database management

Creative

List and data sales and/or
sourcing

Data processing

Other

(“Don’t know” responses are not shown)
Base: 84 database and Direct Marketing professionals

Source: Q2 2008 US Direct Marketing Budget Online Survey
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And continue to Increase

“How will the allocation of your company's US direct marketing budget in 2011
compare with the allocation in 20087?”
M Increase (3% or more) [ Stay the same (+/- 2%) Decrease (3% or more)
Analytics

Measurement

Campaign strategy
and planning

Execution and fulfillment

List and data sales and/or
sourcing

Database management
Creative
Data processing

Other

(“Don’t know” responses are not shown)
Base: 84 database and Direct Marketing professionals

Source: Q2 2008 US Direct Marketing Budget Online Survey @
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Focus on both efficiency and
effectiveness

» Use analytics to optimize channel selection.
* Drive value through new pricing models.

 Emphasize process automation.
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Establish DM principles throughout the
organization

* Make customer insight core to the organization.
* Focus on retaining best customers

* Don’t forget the basics!
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Ensure senior executives understand
direct marketing’s contribution

e Evangelize revenue benefits.
e Partner with market research.

* Mine the data for new opportunities.
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Thank you

Dave Frankland
+1 212.857.0872

www.forrester.com
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