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Video/e-comm maintain ad.momentum YouTube Ads grew 21% YoY in Q1CY24
YouTube Ads
Momentum maintained in ad spends; video consumption shoots up 10,000 ; Revenueand YoY growthtrend,,, = 39
Digital ad tech giants have reported yet another healthy quarter for _ 8000 114 12 1° 20
c
advertising spends, as ad revenue for Alphabet/Meta grew 13% gi'ggg 103
YoY/26.8% YoY in Q1CY24. This was helped by: 1) a surge in video ﬁzlooo o
consumption across Meta’s platforms, with >60% of ‘user time spent on 0 (10)

Facebook and Instagram’ dedicated to watching video content and 2)
record number of YouTube channels uploading YouTube Shorts (up
50% YoY), resulting in video watch time across YouTube growing Revenue —e— YoY growth
considerably for both YouTube Shorts and Connected TV. Growth in Source: Company, Elara Securities Research
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Alphabet — US segment posted higher

YoY), as price per ad was up by 6% YoY. growth rate as against international

Al-led digital advertising — Driving better conversions 80 A"’“abe“,;’jvgﬁﬁ:;',gﬂ';i?ggj' segment
60

Al-driven advertising tools are bearing fruit for Meta as Advantage Plus 40

Shopping and Advantage Plus App Campaigns have doubled revenue g 20 17:9

YoY, with a 28% YoY decline in cost per click (CPC) compared with 0 SESS

conventional ad targeting methods. For Alphabet too, the integration 2007 N N N momomom e

of GenAl into Performance Max led to 5% higher conversions at a similar SESSSSSSSSE S

CPC in Search and Performance Max campaigns. For Amazon, 100,000+ 0330033003530

United States (YoY growth)

sellers are utilizing various GenAl tools offered. Furthermore, there exists International (YoY growth)

strong potential for Amazon’s Connected TV ads offering Prime Video
ads, as it offers greater ad targeting and measurement capabilities.

Source: Company, Elara Securities Research
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Amazon — Revenue from 3P seller services
up at a higher clip versus 1P sales

Amazon: 1P versus 3P
Amazon’'s significant investments to enhance the efficiency of its delivery 25 Sales growth comparison

networks have yielded very positive results, with the company achieving its ?g /\_/_\176:)
quickest delivery speeds to Prime Members in the US — >60% of Prime 5 AN :
Members (compared with 50% in Q2CY23) received orders either the same {g, J —
day or the next day, across the top-60 largest metro cities. (10

Faster, same-day deliveries — Improving customer experience
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Read-through for India plays — Traction in e-comm ad.revenue

1P Sales (YoY growth)

We believe adoption and shift in digital advertising to e-commerce/CTV
————— 3P Seller Services (YoY growth)

(video) segment in India and emerging markets (EMs) augur well for
Affle, given fragmentation in e-commerce/video segment. We retain
our view that ad revenue is a big profitability lever for e-commerce plays.
With Amazon’s ad revenue up 24.3% YoY in Q1CY24, expect ad revenue
of Indian e-commerce firms to grow higher due to large and deeper
penetration opportunities, which could potentially imply better ad.
revenue growth for Indian e-commerce firms, including listed
companies like Zomato/Blinkit. Also, with the rise of quick commerce
and convenience led purchase, major e-commerce players may enter
the realm of faster delivery services (one day, two day, etc., for all
products). This move not only positions them to compete with quick
commerce firms but also enhances overall customer experience.

Source: Company, Elara Securities Research

Peer valuations

Mcap CMP P/E (x] EV/EBITDA (x) ROE (%)

{USD bn) (USD) CY20 CYz1 CY22 CY23 CY20 CY21 (Y22 CY23 CY20 CY2l CY22 (Y23
Alphabet GOOGL US | 2,035,300 166/ 337 288 181 228 188 193 112 167 190 321 236 276
Meta META US 1,114,200 439 271 245 120 207 178 158 76 147 254 311 185 280
Amazon AMZNUS | 1,862,800 179/ 780 715 1139 519 312 261 150 17.1 274 288 (19 175

Note: pricing as on 3 May 2024; Source: Bloomberg, Elara Securities Research
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Financial highlights
Alphabet

Alphabet reported a 15% YoY increase in revenues to
USD 80.6bn in Q1CY24. In constant-currency terms,
revenues grew 16% YoY in the quarter.

Operating margin grew by 700bps YoY to 32% in
Q1CY24.

Net income grew by 57.2% YoY to USD 23.7bn in
Q1CY24.

Meta

Meta reported a 27% YoY increase in revenues to USD
36.5bnin Q1CY24.

Operating income grew by 91% YoY to USD 13.8bn
in Q1CY24, with operating margins up 1,300bps YoY
to 38%.

Net income rose by 117% YoY to USD 12.4bn in
Q1CY24.

Amazon

Amazon reported a 13% YoY increase in net revenue
to USD 143.3bn in Q1CY24.

This was led by sales from North America growing
12% YoY to USD 86.3bn. Sales from the international
segment grew 10% YoY to USD 31.9bn and from
AWS 17% YoY to USD 25bn.

In terms of overall sales mix, the North America
segment contributed 60% to overall sales,
international segment 22% and AWS 18%, as of
QI1CY24.

Operating income rose 221% YoY to USD 15.3bn in
Q1CY24, with operating margin up 693bps YoY to
10.7% in Q4CY23.

Net income grew by 229% YoY to USD 10.4bn in
Q1CY24.

Elara Securities (India) Private Limited
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Q1CY24 performance
Alphabet

Google Services’ revenue grew by 13.6% YoY to USD
70.4bn Q1CY24.

Within its Advertising business, Google Search and
other revenues rose 14.4% YoY to USD 46.2bn (past
three quarters witnessed an average growth of 9.6%
YoY in segmental revenue).

YouTube ad revenue grew 20.9% YoY to USD 8.1bn
in Q1CY24 (past three quarters saw an average
growth of 10.9% YoY in segmental revenue).

Operating margins for the Google Services segment
rose by 455bps YoY to 39.6% in Q1CY24.

Meta

Meta’s Family of Apps segment (Facebook, Instagram,
Messenger, WhatsApp, and other services) recorded
a 27.2% YoY growth in revenue to USD 36bn in
Q1CY24.

This was led by Advertising revenue, which grew
26.8% YoY to USD 35.6bn in Q1CY24 (in the past
three quarters, segmental revenue grew 19.9% YoY
on an average).

Furthermore, in Q1CY24, ad impressions for Family of
Apps segment increased by 20% YoY and the average
price per ad by 6% YoY.

Pricing growth was driven by advertiser demand,
which was partially offset by strong impression
growth, particularly from lower-monetizing regions
and surfaces.

Within ad revenue, the online commerce vertical was
the largest contributor to YoY growth, followed by
gaming and entertainment and media.

In Q1CY24, geography-wise, ad revenue growth was
strongest for the Rest of World and Europe at 40%
YoY and 33% YoY, respectively. Asia-Pacific grew 25%
YoY and North America 22% YoY in the quarter.

Operating margin for the Family of Apps segment
grew by 94 1bps YoY to 49% in Q1CY24.

Amazon

Category-wise, 1P sales (which include sales of both
online and physical stores) grew 6.9% YoY (past three

Elara Securities (India) Private Limited

quarters’ average sales increased 6.9% YoY) to USD
59.9bnin Q1CY24.

Third-party seller services sales (which includes
commissions and any related fulfillment and shipping
fees, and other third-party seller services) grew 16%
YoY to USD 34.6bn in Q1CY24 (past three quarters’
average sales grew 19.3% YoY).

Subscription revenue (which includes annual and
monthly fees associated with Amazon Prime
memberships, as well as digital video, audiobook,
digital music, e-book, and other non-AWS
subscription services) rose 11% YoY to USD 10.7bn in
Q1CY24 (past three quarters’ average sales grew 14%
Yoy).

Advertising services revenue (which includes sales of
advertising services to sellers, vendors, publishers,
authors, and others, through programs such as
sponsored ads, display, and video advertising)
increased 24.3% YoY to USD 11.8bn in Q1CY24 (past
three quarters’ average sales grew 25.2% YoY).

AWS sales rose 17.2% YoY to USD 25bn in Q1CY23
(past three quarters’ average sales grew 12.6% YoY).
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Conference Call — Takeaways
Alphabet

The integration of GenAl into Performance Max led to
5% higher conversions at a similar cost per conversion
(CPC) in Search and Performance Max campaigns.

Performance Max continues to deliver promising
results, with advertisers using PMax 63% more likely
to publish a campaign with good or excellent ad
strength, while those with improved PMax ad
strength to excellent witnessed 6% more conversions,
on an average.

New generative image creation tools were launched
earlier in April 2024 to enable advertisers to create
high-quality assets in a few steps with a few simple
prompts, which upgrades the quality of visual
storytelling and makes testing of creative concepts
more efficient.

Retail contributed the highest to Google’s Search ad
revenues in Ql. Also, APAC-based retailers
contributed the most to retail ad spends in the
quarter, a trend that picked up momentum in
Q2CY23.

CY23 was the best year in terms of content creation
on YouTube, with the number of channels uploading
YouTube Shorts up 50% YoY. In terms of viewership,
watch time across YouTube continued to grow
higher in both YouTube Shorts and Connected TV.

Meta

Meta anticipates effective monetization of its new Al
offerings upon reaching a certain scale, including
business messaging expansion, incorporating ads or
paid content into Al interactions, and offering paid
access to larger Al models and enhanced compute
resources.

Al plays an increasingly pivotal role in content
delivery, with ~30% of Facebook Feed posts and
>50% of Instagram content being recommended by
Meta's Al systems, doubling in the past two years.

Meta's Al-led advertising tools, Advantage Plus
Shopping and Advantage Plus App Campaigns, have
doubled revenues compared with the prior year,
demonstrating Al's significant contribution to
delivering more relevant ads for advertisers.

Campaigns utilizing Advantage+ for targeting have
reported an average 28% dip in cost per click
compared with conventional ad targeting method.

Video consumption across Meta's platforms
continues to surge, with >60% of user time spent on
Facebook and Instagram dedicated to watching
video content.

Reels serve as primary growth catalyst for video
consumption, and Meta is integrating Reels with
longer videos and live video on Facebook.

Al is driving automation opportunities for advertisers
on the Meta platform, particularly through
Advantage+ products, allowing advertisers to
automate campaign steps or entire campaigns using
end-to-end automation tools such as Advantage+
Shopping and Advantage+ App Ads. Adoption of
these products is expected to rise, aiding Meta in
understanding the effectiveness of ad investments.

GenAl is utilized to develop creative features
integrated into Meta's ad creation tools, increasingly
used across various sectors and by advertisers of
varying sizes. Small businesses, in particular, are
adopting features such as image expansion,
enhancing ad performance and enabling
personalized ads at scale.

Revenue from reels continued to climb in Q1CY24 on
both Instagram and Facebook, led by increased
engagement and enhanced monetization efficiency
due to improvements in ad ranking and delivery
capabilities.

Despite an increase in the number of ads on Reels in
the past year, the frequency of ads per unit time still
lags both Feed and Stories. Meta plans to invest in
personalized ads on Reels to enhance user
experience.

While Meta collaborates with Google and Microsoft
to access realtime data for Meta Al, it has no
intentions to explore search ads.

Business messaging presents an opportunity to boost
engagement and enhance ad quality across the Meta
platform. Whether for businesses or content creators,
Meta aims to simplify the process of fostering
engagement with follower community through Al
setups.

Al will empower businesses to manage sales,
commerce, and customer support, while creators can
engage in commercial activities such as ticket sales for
events. Currently, the cost of engagement via
messaging is high.

Elara Securities (India) Private Limited
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Amazon

Over 100,000 sellers on Amazon are utilizing various
GenAl tools offered.

In Q1CY24, Amazon achieved its quickest delivery
speeds to prime members in the US, with >60% of
prime members receiving orders either the same day
or the next day across the top 60 largest metro cities.

Fast delivery speed contributed to increased
customer loyalty for Amazon, leading to higher
purchase frequency and overall spending on its app.

Sponsored ads led the advertising segment’s strong
performance in the quarter, led by continuous
enhancements in ad relevancy and measurement
capabilities for advertisers.

Elara Securities (India) Private Limited

While sponsored products show significant growth
potential, Prime Video ads offer brands enhanced
value due to a stronger link between streaming TV
advertising and direct performance outcomes such as
increased product sales or subscription sign-ups.

Despite being launched only a few months ago,
Prime Video ads are experiencing robust growth,
with advertisers particularly enthusiastic about
advertising on Prime Video shows and movies and
measuring ad relevancy.
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Exhibit 1: Q1CY24 advertising revenue - Meta Exhibit 4: Amazon — North America segment posted

reported highest growth amongst peers sharper growth versus international
Advertising revenue (YoY trend) Amazon: Revenue growth
60 1 40 North America versus international segment
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Exhibit 2: Alphabet — US segment reported higher Exhibit 5: Amazon — Revenue from 3P seller services

growth rate as against international up at a higher clip versus 1P sales
80 - Alphabet: US versus international segment Amazon: 1P versus 3P
70 - Revenue growth trend 25 Sales growth comparison

ol 20 16.0
40 - 15
10 7.0
30 1 17.9
20 - ' 5 /\
10 - 0 A e —
\/ w

(%)
(%)

0 13.5 !
T T o~ (5)
(10) -
SN NNRNRNRRRRY M7y & 8 8 m mm ™ o
SO 0TS YT LTTTLTT g oo xo a4 a & & & X
5885088300883 0 S § 8828488
United States (YoY growth) c o o o o o o o O
International (YoY growth) 1P Sales (YoY growth) = 3P Seller Services (YoY growth)
Source: Company, Elara Securities Research Source: Company, Elara Securities Research
Exhibit 3: YouTube Ads grew 21% YoY in Q1CY24
YouTube Ads
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Secuirities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

£
[ 9
| -
S
Q
7]
U
oz
)
wd
Q
~
S
=
©
Fo!
o
O




E araCapital

Elara Securities (India) Private Limited

Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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