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The VeriSign Domain Name and
Pay Per Click Advertising Report

As the global registry operator for .com and .net,
VeriSign closely monitors the state of the domain
name industry through a variety of statistical and
analytical research. This brief provides an overview
of the Pay Per Click (PPC) advertising model and
its use in monetizing domain name registrations.
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+ Pay Per Click Advertising Explained

With the global online advertising market expected to be $35.2 billon in 2007 including
$19.5 billion coming from the United States, chances are that many Web sites probably
have some type of advertising on them.! Advertising networks, such as Google and
Yahoo, are the source of many of these advertisements. The advertising networks sell
advertising, predominately contextual text advertisements, and place them on their
search engine results pages or on their network of partner Web sites. This type of
advertising is called “paid search” which represents about 43 percent of the U.S.

online advertising market or about $8.3 billion in 2007.% Paid search advertising is
often referred to as Pay Per Click (PPC) advertising since in this advertising model,
advertisers agree to pay a certain amount each time someone clicks on an advertising
link. Advertisers bid on the keywords to which their advertising links will be associated
and this determines the amount that they will pay for each click on their advertisement.
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The advertising links are contextually associated with the keywords and the location
where they are displayed. Thus, on a Web site about baseball, the Internet user may
see advertising links related to baseball. In this example, the advertiser may have bid
on keywords related to baseball for his baseball-related advertisement. Then, the
advertising network matched the baseball advertisement with the baseball-related
Web site. Typically, the more relevant the advertising links, the more likely an
Internet user is to click on the link.

Through programs like Google’s AdSense™ and Yahoo Search Marketing’s Content
Match®, Web site owners can apply to place contextual advertising links on their Web
site and generate revenue. Such sites become a part of the advertising network’s network
of partner sites. The average amount paid per click was about $1.46 for the first quarter
of 2007. This rate is only five percent higher than the same time last year thus reflecting




eriSign

®

relatively stability.’ Some keywords are more valuable than others as exemplified by the
term “home equity loan” having a maximum bid price of more than $24.00 per click
while the term “shoes” is at roughly $1.48.% Thus, depending on the keywords for which
a site has been optimized and the amount of traffic to that site, the Web site owner has
great potential to generate large sums of advertising revenues.

+ Domain Names and PPC Advertising

In recent years, some domain name registrants and registrars have been leveraging the
PPC advertising model to generate advertising revenue from their domain name
registrations. When an Internet user clicks on the contextual advertising links, the
company that serves the advertisements, the advertising network, shares revenue with

the registrar or registrant depending on the arrangement. Web sites such as these are
called PPC-purposed Web sites.

Internet users generally arrive at these PPC-purposed Web sites via direct navigation,
directly typing in a domain name in the browser’s address bar as part of a Uniform
Resource Locator (URL). In direct navigation, Internet users are using the address bar
much the way they might use a search engine except in this case, they end their query
with a domain name extension.

As the PPC advertising model has grown in popularity over the past few years, there are
varying degrees of PPC-related activity in the domain name industry. For clarity, we will
use the following terms to describe the various activities related to the PPC advertising
market as related to the domain name industry. PPC-purposed domain names are
domain names that are associated with a Web site primarily containing contextual PPC
advertising links to generate advertising revenue. If we consider PPC-purposed domain
name to be an umbrella term, there are two types under it: PPC-repurposed and
PPC-intent domain names.

PPC-repurposed domain names

PPC-repurposed domain names have, for the most part, taken the place of the
traditional “under construction” or “parked” Web page that registrars typically offer

as a service to their registrants whose domain name registrations are not currently
associated with a Web site. In 2005, registrars started converting their traditional parked
pages that normally contained information about the registrar along with verbiage about
the domain name’s associated Web site “coming soon” or “under construction” into PPC
parked pages. The new PPC parked pages contain generic category listings linked to
PPC advertising; these parked pages are generally not optimized to tie the advertising
links to the topic of the domain name.

Typically, the registration agreement has been modified to permit the registrar to
associate a domain name registration with a PPC parked page. Some registrars have
arrangements directly with Google or Yahoo for these purposes. In addition, some
registrars earn revenue by associating domain name registrations that are past their
expiration date and in the Auto-Renewal Grace Period with the PPC parked page
content. According to a study of VeriSign registrars, 77 percent of U.S.-based
registrars place PPC advertising links on their registrants’ parked pages; 69 percent
of international registrars do the same.’




\/griSign@

DELETION OF
DOMAIN NAMES IN THE
ADD GRACE PERIOD

®

PPC-intent domain names

PPC-intent domain names have been registered with the intention of developing a
Web site with PPC advertising links to generate advertising revenue. These domain
name registrations and their associated Web sites are typically part of a large portfolio
of domain names. Some domain name registration portfolios are managed to maximize
revenue while managing cash flow to enable the portfolio manager to develop new
domain name registrations for the portfolio while others are managed on a registration
by registration basis.

Domain name registration portfolios are characterized by several business models:

* Steady registrations with steady renewal, thus low turnover and high-renewal
rates of the domain name registrations.

* Register high volumes of domain names and delete a relatively high number

* Register domain names from the recently deleted domain names and delete a
percentage of them

Typically, domain name registration portfolio managers will use a mix of these models
depending on their business plans which can include associating the domain name with
a Web site that has PPC advertising links; auctioning the domain name registration in
the secondary market; and building out a business that leverages the domain name
registration in some way. For example, a registrant may decide to place a domain name
registration in a secondary market auction to generate cash that can be used to invest
in more domain name registrations. In addition, the registrant may see that a domain
name registration has potential as a brand for a new company, service or product and
then develop that domain name registration for the business.

Registrants register domain names for use with PPC-intent Web sites in all phases of
the domain name registration lifecycle from a new registration to registering a recently
deleted domain name to bidding on a domain name registration in a secondary market
auction. Registrants leverage multiple sources and tools, of varying sophistication and
value, for identifying prospective domain names for registration. These tools and sources
include generating a list using linguistic tools and name spinning technology and
aggregating data on non-existent domain name registrations (NXD) from ISPs or

client plug-in providers.

The most attractive PPC-intent domain name registrations are those with inherent
traffic to them. For example, a domain name like freestylekite.com is a one-word
generic term that generates type-in traffic for an associated Web site. Domain names
that are advertised on television and through other marketing, such as .com or .info,
spur viewers to visit the associated Web sites. Local or geographic terms as well as
terms descriptive of a recent popular news item or fad are also attractive to be used
in domain names.






