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Paid Search Growth MarcheS on
Advertiser Spending Expected to Climb to  
Record Numbers in Q4 – Regionally not Globally 
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Executive Summary

Growth in paid search advertising was up 33% in the third quarter 
compared to a year earlier, and up 6% over Q2 ’12.

Year-to-date spending is on target for 19% growth and we expect 
no change to our forecast of 18 – 22% annualized growth for PPC 
budgets in 2012.

Keyword pricing increased for the second consecutive quarter  
during Q3 and is up 5% compared to the year prior.

Mobile search spend increased 17% over the previous quarter and 
for the first time tablet CPCs surpassed desktop CPCs.
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third Quarter 2012 Global SPendinG overview

Spending on paid search advertising in Q3 ’12 was up 6% over Q2 ’12,  
continuing the moderate growth rate over the last several quarters. The signs 
of creeping CPC inflation pointed out in the Q2 ’12 report continued and must 
be factored into advertiser end of year (holiday) and 2013 budget plans.

Current trends are largely in line with expectations. In the fall of 2011, we 
forecasted 18 – 22% annualized growth in 2012, with a regional breakdown 
as follows:

• 18 – 20% growth in the Americas

• 15 – 18% growth in EMEA

• 40%-plus growth in APAC

With the Q3 ’12 numbers now in, we continue to see major shifts as they 
pertain to regional budgets – though overall market growth should be up by 
19% given allocations of 2H ‘12 budgets. 

The Americas, driven by the U.S. and Canada, saw noteworthy spending 
growth in the quarter – up 39% year-on-year and 7% quarter-on-quarter. We 
maintain that annualized increases in spend will still be in the 18 – 20% range.

In EMEA, overall online spending trends are still recovering from a slow-
down last year, and growth rates remain subdued at 10% year-on-year and  
1% quarter-on-quarter. At this point, with consideration toward the ongoing 
macro-related pressures that are affecting many Tier 2 and Tier 3 countries 
in the region, we’ve revised our forecast and suggest that advertisers budget 
for a more modest 5% annualized growth.

APAC continues to be the area where major opportunities for paid search  
exist. Year-on-year growth is at 45%, while quarter-on-quarter growth is at 7%. 
That said, there have been some signs of a slowdown in China in the most 
recent quarters and, because of this, we are revising our forecast for the 
region down slightly to 35 – 40% instead of the original 40%-plus estimates.  

The following chart shows global paid search activity for Q3 ’12.

The year-over-year balance in impressions (3%), clicks (26%), and cost (33%) 
demonstrates a healthy increase in CTR (23%) and moderate change (5%) in 
CPCs. However, the quarter-on-quarter trends for impressions (-10%), clicks 
(-6%), and cost (6%) paints a different picture. The combination of a 4%  
increase in CTR and a 12% increase in CPCs suggest that keyword pricing in 
conjunction with higher performing ad formats – and not volume – are largely 
responsible for the sequential growth.

 

Source: Covario
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The following chart shows how global paid search activity was distributed 
across the major search engines in Q3 ’12.

On a global platform basis, Google continued to be the dominant figure, 
commanding 87% market share in spend, as well as 91% in impressions 
and 66% in clicks. Advertiser increases in spending on Google were up 
34% from a year ago and up 8% from the previous quarter. The Yahoo-Bing  
alliance (now called the Yahoo-Bing Network) continues to grow at a solid  
pace with year-over-year spending increasing 25% and a modest 5%  
quarter-over quarter. The Yahoo-Bing Network currently holds 10% global 
market share in spend, as well as 5% in impressions and 6% in clicks (all in-
creases Q/Q and Y/Y). Baidu, which commands the majority of market share 
in China (80% by some reports), grew media spend on its search platform by 
55% year-over-year, although it suffered a 20% decrease quarter-on-quarter –  
perhaps due to some signs of economic slowing. In Q3 ‘12, Baidu account-
ed for roughly 5% of all spend, 4% of all impressions, and an incredible 26% 
of all clicks globally.

reGional allocation analySiS

In October 2011, we provided guidance to our clients with respect to budget 
allocations for paid search spending in 2012. We offer this information so our 
customers have an industry benchmark, which they can use to ensure they 
are allocating budget appropriately to maintain their paid search advertising 
market share.

Our regional planning assumptions have been updated slightly since  
October as they relate to markets in EMEA and APAC; the Americas remain 
largely unchanged.

PLANNING ASSUMPTION AMERICAS:  We recommended that advertisers  
budget for increases of 18 – 20% in paid search spending in the  
Americas region for 2012. The budget should have 80 – 90% of spend allocat-
ed to Google, with roughly 10 – 18% going to Yahoo-Bing. Secondary search  
engines should account for less than 2% of spend overall in the region.

Q3 ’12 spending in the Americas was up 39% from Q3 ’11 and up 7% from 
Q2 ‘12. Domestic search trends differed from those globally in that the  
quarter-on-quarter impressions decreased by 10% and clicks decreased by 
3%, while we saw increases in CPCs (10%) and click-through rates (8%). We 
attribute the trend in CPC prices to be tied to the seasonality factor of high 
purchase affinity to consumer electronics and retail during the North America 
back-to-school season.

Source: Covario
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Google commanded roughly 90% of market share in the Americas in Q3’12, 
while the Yahoo-Bing Network market share was roughly 8%. We are seeing 
no impact in the region this year from secondary search engine platforms on 
the overall dynamics of paid search – other than local search.

PLANNING ASSUMPTION EMEA: In Q4’11, we recommended budget  
increases of 15 – 18% in EMEA paid search spending for 2012. Due to the 
sustained weakness we have witnessed in the European online advertis-
ing markets, we now recommend budget increases of 5 – 10%. We further  
recommend that 95% of this spend be allocated to Google, except in Eastern 
Europe where spending on Yandex would dominate budgets.

For Q3 ’12, spending in the EMEA region was up 10% from Q3 ‘11 and up 1% 
from Q2 ’12 (making two consecutive quarters of 1% increase). While EMEA 
did see a CPC increase in Q3 (2%), it was much less than any other region 
and click-through rates remained largely unchanged.

Source: Covario

Source: Covario

Source: Covario
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Google continues to dominate the EMEA region. In Q3 ’12, 97% of the spend-
ing went to Google. Neither Bing nor Yahoo has made any noticeable dent in 
Google’s market share for two years. Only in Russia and Eastern Europe is 
any spend directed toward non-Google platforms. Eastern Europe, however, 
accounts for less than 5% of the overall EMEA spend and only 6% of the click 
volume.

PLANNING ASSUMPTION APAC: We originally recommended that advertis-
ers plan on increases of 40 – 45% for the APAC market in 2012, but have  
revised that number slightly as of the end of Q3’12 to 35 – 40%  Chinese 
market investments should focus on Baidu with roughly 85% of the budget. 
Japan’s budget should be 70/30 Google and Yahoo, while the overall APAC 
regional budget should be 60% Google, 30% Baidu and 10% Yahoo.

Search performance trends in APAC are quite different from those in the  
other regions. While CPC inflation certainly continues to contribute to the 
strong spending growth (45% Y/Y, 17% Q/Q), CTRs are also up nearly 97% 
from last year and 12% from the previous quarter.

Baidu showed slowing in Q3 ’12 due in-part we believe to uncertainties relat-
ed to China’s macroeconomic environment. Given the abundance of clicks 
acquired for a small amount of cost and very stable CPCs, Baidu users have 
proven to be relatively inexpensive paid search advertising targets.Source: Covario

Source: Covario
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Search enGine PerforMance coMPariSon 
Google continues to adjust its ad formats and matching algorithms for paid 
search results. For the second consecutive quarter in Q3’12, advertisers  
witnessed 6% inflation in keyword prices.

The table below shows the recent trends in CPCs for the major platforms 
globally. 

Cost-per-Click Analysis

Search Engine Q3 ‘12 Q/Q Y/Y

Google $ 1.41 7% 8%

Yahoo-Bing $ 1.08 -4% -10%

Baidu $ 0.19 -4% 10%

Yandex $ 0.55 -11% 13%

the State of Mobile 
Mobile advertising has been a hot topic over the past year and for the 
first time Covario is including global data going back 12 months, which is  
specific to mobile trends and encompasses statistics for both smartphones 
and tablets. 

On a global platform basis, mobile advertising grew 17% in the third 
quarter when compared to Q2 ’12 and 90% growth year-over-year when  
compared to Q3 ’11. The breakdown of mobile ad spend was 52% mobile  
device/smartphone spend, while 48% was in the growing tablet space.  
This is a much closer split than a year ago when smartphones made up 73% 
of the mobile spend. 

CPC prices vary significantly depending on the mobile platform: CPCs on 
smartphones have hovered around 63% of desktop (i.e. computer) prices for 
the last year, while tablet CPCs have closed the gap with computers and now 
actually are more competitive in some industries. We found the tablet CPCs 
to be 101% of desktop CPCs in Q3 ’12. This can be attributed to several  
factors, including Google’s advertising default opt-in to desktops and  
tablets, plus the higher user engagement, content consumption and  
purchase affinity experienced by many advertisers.

Source: Covario
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about the Study 
This is the sixth year of Covario’s quarterly Global Paid Search Spend Analy-
sis. We now have 23 quarters of data on the spending patterns of Covario 
customers, which consist largely of global high-tech and consumer electron-
ics firms. The purpose of this report is to share our expertise and knowledge 
of the spending patterns of our unique customer set to help our customers 
with their planning assumptions and budget management. Our global clients 
leverage paid search advertising in more than 45 countries and on many  
different search engine platforms. This provides Covario with a view into 
how global advertisers are changing their allocations in spending, as well as  
differences in the performance of their programs, in a way that allows plan-
ners to more accurately develop global marketing campaigns and budgets.

This report is being provided for general informational purposes only.  
Covario makes no representations or warranties, express, implied or other-
wise, as to the accuracy or completeness of the report, nor does it intend to 
update it for any purposes.

about covario 
Covario is a leading provider of SEO (search engine optimization) and SEM 
(search engine marketing) agency services and management solutions. The 
firm was selected by OMMA as the 2011 Search Agency of the Year. It was 
one of only nine agencies from more than 100 considered to make the 2011 
Forrester Research Wave of U.S. Search Marketing Agencies. Covario is also 
the developer of a unique platform for cross-media optimization and attribu-
tion analysis, known as the Covario CMO Dashboard™. Headquartered in 
San Diego, the firm has about 200 team members worldwide. It also has 
offices in Chicago, London, Beijing, Tokyo, Ontario and Singapore. Covario’s 
growing customer base includes global leaders in technology, consumer 
electronics, retail, ecommerce, financial services, media, entertainment, 
publishing, and consumer packaged goods.  
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