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In October, Google announced it had a $2.5 billion revenue run rate for mobile operations. 
This figure matched well with BIA/Kelsey’s forecast, which pegs 2011 U.S. mobile ad 
revenues at $1.07 billion.  

Although they seem mismatched, the two figures are congruent if you pare down Google’s 
number geographically (it is a global figure) and by source (it includes some non-advertising 
revenues), and consider that it’s an annualized run rate (not a 2011 figure). 

Adding to these factors is our estimate that Google holds roughly 60 percent of the U.S. 
mobile advertising market. That includes mobile search (where it holds a 90 percent share of 
query volume) and mobile display (through AdMob and its own network).  

BIA/Kelsey: Local vs. National Ad Spend in Mobile 

 
Source: BIA/Kelsey (2011) 

Summary: In early March BIA/Kelsey’s will publish its next U.S. mobile ad forecast, 
projecting revenues through 2016. Because Google is such a large and influential player in 
mobile advertising, this document examines the company’s past and estimated future 
mobile revenues, including projections made by others. Leading up to our own forecasting 
process, this will be a key piece of the puzzle.  
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Earlier this month, research firm Cowen and Co. added to this conversation by projecting 
Google’s annual revenues for mobile operations through 2016. The firm’s assessment seems 
slightly aggressive, but it is telling of certain market factors. Its estimate that Google’s 2011 
mobile revenues were $2.5 billion is surely incorrect given the search giant’s late year 
announcement that its run rate was this amount.  

However, much can be drawn from Cowen’s assessment. The firm estimates Google 
generates $7 per year from search and display advertising in each smartphone and tablet 
(going up to $8 in 2012), compared with $30 for each PC.  

The firm also takes into account an estimated 509 million global smartphones last year, 
growing to 914 million next year. It appears to have applied a discount to that number to 
represent Google’s penetration (related to Android growth) and thus derive revenues.  

Cowen: Google Mobile Revenue Forecast 

 
Source: Cowen and Co. (2012) 

Cowen’s formula projects a 132 percent jump in mobile revenues this year to $5.8 billion — 
nearly doubling mobile’s percentage of total revenues, from 7 percent in 2011 to 13 percent 
in 2012. Further, mobile is projected to be 26 percent of revenues by 2016, weighing in at 
$20.7 billion.  

Putting Cowen’s projection into perspective, Google announced on its fourth-quarter earnings 
call earlier this month that its entire display ad business (mobile and desktop) is $5 billion. 
This once again puts the 2012 projection of $5.8 billion in a more progressive light. 

Final Thoughts: A Valuable Exercise 
Because Google has such a large share of the U.S. mobile advertising market, the guidance 
it provides through periodic disclosures can be influential in overall market forecasting.  
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Though we believe Cowen and Co.’s recent Google mobile ad revenue projections to be 
slightly aggressive, they are valuable in examining key inputs and market trends such as 
smartphone penetration and revenue per handset.  

BIA/Kelsey’s U.S. mobile ad revenue forecast is built upon a similar top-down principle. 
However, our forecast employs much different inputs in the proprietary model, including 
mobile ad impressions, clicks, and changing formats and rates. 

The top-down numbers are then vetted against a bottom-up approach that examines the total 
revenues of market share leaders like Google. More about the methodology can be found 
within the forecast itself (BIA/Kelsey clients: please request a copy if you don’t have one). 

Whether or not Cowen’s projections are on target, its forecast is a valuable exercise. The fact 
remains that following Google’s guidance and disclosures is central to mobile market 
forecasting, given the company’s market share.  

BIA/Kelsey’s next mobile forecast (plotting out to 2016) will be adjusted for many market 
factors, not the least of which is Google’s continued (albeit sporadic) revenue and 
performance disclosures. The forecast will be released in early March and work has already 
begun to formulate and size the market. MLM 

 


