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Adapting to the Changing Face of Advertising

As the 2022 FIFA World Cup continues to unfold in Qatar – 
serving as a global showpiece for players, nations and brands 
alike – it is perhaps an appropriate time to reflect on the 
changing face of advertising and how this is forcing firms to be 
more adaptable in this dynamic environment. 

Estimates indicate that total global advertising spending in 
2022 will likely to over $800bn and that more than half of this 
figure will be allocated towards digital channels. 

This is part of a broad structural shift within the industry – 
namely, the continued move away from traditional advertising in 
favour of digital platforms. Some industry experts predict that 
all advertising will eventually be transacted digitally in future. 
Given the current size of the market, this represents a 
significant growth opportunity in the future. This shift will also 
have a notable impact on several holdings in your portfolio.

Chief among these is The Trade Desk – a digital marketing 
platform provider allowing brands to advertise across the entire 
open internet in a data-driven, optimised manner. The open 
internet comprises many platforms such as traditional desktop 
internet, podcasts, online video, connected televisions and 
mobile. This is in direct contrast to so-called ’walled gardens’ 
such as Google and Meta, where there is one owner of a closed 
ecosystem with complete control over the content and access 
to the platform. 

To contextualise the scale of The Trade Desk’s open internet 
advertising offering, it allows its customers to select from more 
than 500 million digital advertising opportunities every single 
day. The fastest-growing segment is connected television, 
which arguably is in the same nascent position as the consumer 
internet ten years ago. Consequently, the reach and range of 
available data on connected television impacts the behaviour of 
advertisers, who now increasingly see this as their first port of 
call for advertising spending. This shift is powering the 
outperformance of The Trade Desk within a sector experiencing 
cyclical headwinds more broadly.

Another significant development within advertising has been 
Apple’s implementation of app tracking transparency (ATT). 
This allows iPhone users to choose whether their journey 
across different apps is tracked. On average, only about 20 per 
cent of users opt into this tracking, resulting in a ’loss of signal’ 
for those who do not. 

As a result, the range of available data for targeted advertising 
is significantly reduced – an aspect which has, for example, 
negatively affected Meta’s core advertising business. In 
response, Meta is attempting to develop artificial intelligence 
and machine learning for probabilistic targeting and 
measurement. The Trade Desk, on the other hand, has largely 
been insulated against this development since it has simply 
shifted spending towards the portion of mobile impressions 
where the data signal is still strong (which constitutes nearly 
three-quarters of all mobile impressions available to them).



2

Long Term Global Growth

There is no doubt that the face of the global advertising  
industry is changing at a rapid pace. We are examining which 
companies – even those for whom advertising was never a core 
business – can successfully adapt and find opportunities in this 
changing landscape. Amazon is an illustrative example in this 
regard, having rapidly grown its advertising business in recent 
years to the point where it is now generating more than $30bn 
in revenue annually, putting it on par with YouTube. That’s 
around half the size of revenues generated by AWS already  
and likely with equally (if not more) attractive margins.

Within the realm of streaming, a key development has been 
Netflix’s recent introduction of an advertising subscription tier. 
This further indicates a shift in strategy whereby there is likely  
to be a greater focus on user monetisation as opposed to pure 
subscriber growth going forward. 

Netflix has initially opted for an advertising load of four minutes 
per hour to preserve a good user experience. That compares to 
the 12-13 minutes load on traditional network television. It has 
also selected the simpler rollout model of selling advertising 
upfront in pre-negotiated deals, as opposed to using the more 
complex programmatic model incorporating online auctions.  
It is likely that Netflix will transition to the latter model over the 
long run so as to optimise this revenue stream. That could also 
benefit The Trade Desk.

However, the impact of advertising is not only being felt along 
traditional touchpoints, such as our streamed viewing choices 
and online browsing footprints. It is also beginning to make 
inroads into virtual worlds. 

Here, Roblox stands out as a notable example. It operates with 
the vision of “being a virtual space where people play, work, 
learn and create together”. and the company has begun testing 
the concept of “immersive advertising” among its 58 million 
daily active users. This is a form of 3D advertising that does  
not get in the way or interrupt the user while at the same time 
offering clear mechanisms for brands to track conversion to 
sales within this highly engaged user base. 

Roblox has already partnered with more than 90 of the world’s 
biggest brands, including the likes of Gucci, the NFL and 
Warner Bros. This could potentially represent a significant  
new revenue stream for Roblox.

Despite the cyclicality inherent to the advertising industry,  
its shift to digital shows no sign of slowing down. The LTGG 
portfolio contains a diverse set of companies at the forefront  
of this transformation.
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Important information and risk factors

as UCITS management company to the following UCITS 
umbrella company; Baillie Gifford Worldwide Funds plc.  
Through passporting it has established Baillie Gifford 
Investment Management (Europe) Limited (Frankfurt Branch)  
to market its investment management and advisory services  
and distribute Baillie Gifford Worldwide Funds plc in Germany. 
Similarly, it has established Baillie Gifford Investment 
Management (Europe) Limited (Amsterdam Branch) to market  
its investment management and advisory services and distribute 
Baillie Gifford Worldwide Funds plc in The Netherlands. Baillie 
Gifford Investment Management (Europe) Limited also has  
a representative office in Zurich, Switzerland pursuant to  
Art. 58 of the Federal Act on Financial Institutions (‘FinIA’). The 
representative office is authorised by the Swiss Financial Market 
Supervisory Authority (FINMA). The representative office does 
not constitute a branch and therefore does not have authority  
to commit Baillie Gifford Investment Management (Europe) 
Limited. Baillie Gifford Investment Management (Europe) 
Limited is a wholly owned subsidiary of Baillie Gifford Overseas 
Limited, which is wholly owned by Baillie Gifford & Co. Baillie 
Gifford Overseas Limited and Baillie Gifford & Co are authorised 
and regulated in the UK by the Financial Conduct Authority.

Hong Kong
Baillie Gifford Asia (Hong Kong) Limited 
柏基亞洲(香港)有限公司 is wholly owned by Baillie Gifford 
Overseas Limited and holds a Type 1 and a Type 2 license from 
the Securities & Futures Commission of Hong Kong to market 
and distribute Baillie Gifford’s range of collective investment 
schemes to professional investors in Hong Kong. Baillie Gifford 
Asia (Hong Kong) Limited 柏基亞洲(香港)有限公司 can be 
contacted at Suites 2713-2715, Two International Finance 
Centre, 8 Finance Street, Central, Hong Kong.  
Telephone +852 3756 5700.

South Korea
Baillie Gifford Overseas Limited is licensed with the Financial 
Services Commission in South Korea as a cross border 
Discretionary Investment Manager and Non-discretionary 
Investment Adviser.

Japan
Mitsubishi UFJ Baillie Gifford Asset Management Limited 
(‘MUBGAM’) is a joint venture company between Mitsubishi 
UFJ Trust & Banking Corporation and Baillie Gifford Overseas 
Limited. MUBGAM is authorised and regulated by the Financial 
Conduct Authority.

Australia
Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered 
as a foreign company under the Corporations Act 2001 (Cth) and 
holds Foreign Australian Financial Services Licence No 528911. 
This material is provided to you on the basis that you are a 
‘wholesale client’ within the meaning of section 761G of the 
Corporations Act 2001 (Cth) (‘Corporations Act’).  Please advise 
Baillie Gifford Overseas Limited immediately if you are not a 
wholesale client.  In no circumstances may this material be made 
available to a ‘retail client’ within the meaning of section 761G of 
the Corporations Act.

This material contains general information only. It does not  
take into account any person’s objectives, financial situation  
or needs.

The views expressed should not be considered as advice or  
a recommendation to buy, sell or hold a particular investment. 
They reflect opinion and should not be taken as statements of 
fact nor should any reliance be placed on them when making 
investment decisions.

This communication was produced and approved in November 
2022 and has not been updated subsequently. It represents 
views held at the time of writing and may not reflect current 
thinking.

All investment strategies have the potential for profit and loss, 
your or your clients’ capital may be at risk. Past performance  
is not a guide to future returns. 

This communication contains information on investments 
which does not constitute independent research. Accordingly,  
it is not subject to the protections afforded to independent 
research, but is classified as advertising under Art 68 of the 
Financial Services Act (‘FinSA’) and Baillie Gifford and its staff 
may have dealt in the investments concerned.

All information is sourced from Baillie Gifford & Co and is 
current unless otherwise stated. 

The images used in this communication are for illustrative 
purposes only.

Baillie Gifford & Co and Baillie Gifford & Co Limited are 
authorised and regulated by the Financial Conduct Authority 
(FCA). Baillie Gifford & Co Limited is an Authorised Corporate 
Director of OEICs.

Baillie Gifford Overseas Limited provides investment 
management and advisory services to non-UK Professional/
Institutional clients only. Baillie Gifford Overseas Limited is 
wholly owned by Baillie Gifford & Co. Baillie Gifford & Co and 
Baillie Gifford Overseas Limited are authorised and regulated  
by the FCA in the UK. 

Persons resident or domiciled outside the UK should consult 
with their professional advisers as to whether they require any 
governmental or other consents in order to enable them to 
invest, and with their tax advisers for advice relevant to their 
own particular circumstances.

Financial intermediaries
This communication is suitable for use of financial intermediaries. 
Financial intermediaries are solely responsible for any further 
distribution and Baillie Gifford takes no responsibility for the 
reliance on this document by any other person who did not 
receive this document directly from Baillie Gifford.

Europe
Baillie Gifford Investment Management (Europe) Limited provides 
investment management and advisory services to European 
(excluding UK) clients. It was incorporated in Ireland in May 2018. 
Baillie Gifford Investment Management (Europe) Limited is 
authorised by the Central Bank of Ireland as an AIFM under the 
AIFM Regulations and as a UCITS management company under 
the UCITS Regulation. Baillie Gifford Investment Management 
(Europe) Limited is also authorised in accordance with 
Regulation 7 of the AIFM Regulations, to provide management  
of portfolios of investments, including Individual Portfolio 
Management (‘IPM’) and Non-Core Services. Baillie Gifford 
Investment Management (Europe) Limited has been appointed 



South Africa
Baillie Gifford Overseas Limited is registered as a Foreign 
Financial Services Provider with the Financial Sector Conduct 
Authority in South Africa. 

North America 
Baillie Gifford International LLC is wholly owned by Baillie 
Gifford Overseas Limited; it was formed in Delaware in 2005 
and is registered with the SEC. It is the legal entity through 
which Baillie Gifford Overseas Limited provides client service 
and marketing functions in North America. Baillie Gifford 
Overseas Limited is registered with the SEC in the United 
States of America.

The Manager is not resident in Canada, its head office and 
principal place of business is in Edinburgh, Scotland. Baillie 
Gifford Overseas Limited is regulated in Canada as a portfolio 
manager and exempt market dealer with the Ontario Securities 
Commission (‘OSC’). Its portfolio manager licence is currently 
passported into Alberta, Quebec, Saskatchewan, Manitoba and 
Newfoundland & Labrador whereas the exempt market dealer 
licence is passported across all Canadian provinces and 
territories. Baillie Gifford International LLC is regulated by the 
OSC as an exempt market and its licence is passported across 
all Canadian provinces and territories. Baillie Gifford Investment 
Management (Europe) Limited (‘BGE’) relies on the International 
Investment Fund Manager Exemption in the provinces of 
Ontario and Quebec.

Israel
Baillie Gifford Overseas is not licensed under Israel’s Regulation 
of Investment Advising, Investment Marketing and Portfolio 
Management Law, 5755-1995 (the Advice Law) and does not 
carry insurance pursuant to the Advice Law. This material is 
only intended for those categories of Israeli residents who  
are qualified clients listed on the First Addendum to the  
Advice Law.
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