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Around the world, the spread of the coronavirus is a source of growing anxiety.

First and foremost, it is  a health concern.

Secondarily, it presents challenges for business leaders, including marketers.

Unease over the virus has the potential to impact purchasing behavior to varying degrees.

Economists are already beginning to cut their GDP growth forecasts.

Advertising spend is correlated with GDP growth, so any reduction in GDP growth will hurt advertising growth.

Coronavirus will precipitate a short-term pullback in search advertising . . .

If advertising growth slows, search advertising will likely see a larger growth deceleration than the overall
advertising market.

Digital advertising, such as search advertising, is  easier to cancel than other forms of advertising such as TV
advertising, of which a considerable portion is bought in advance during the upfronts.

Search is more vulnerable to a drop in travel, which will be one of the hardest-hit sectors.

In 2018, travel constituted 9.6 percent of paid search advertising in the U.S. compared to 6.5 percent of total
advertising spend.

Search is a lower-funnel marketing activity.

Because search advertising is more closely linked to purchase decisions, any decline in purchases will be more
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readily felt in search advertising.

Fewer product searches will mean fewer search ad clicks.

In contrast, some marketers may be more likely to sustain ad spending on brand awareness even as purchases take
a temporary dip.

At the same time, some of the search growth deceleration could be partly offset by:

A mix shift to more online retail purchases of certain items such as beauty and apparel, particularly if retailers
heed Forrester's advice to promote online purchasing over in-store experiences.

Greater emphasis by some marketers on lower-funnel marketing efforts to sustain short-term sales at the
expense of long-term brand building.

. . . But the longer-term outlook remains healthy

Despite this backdrop of near-term uncertainty, our recently published "Forrester Analytics: Search Marketing
Forecast, 2019 To 2024 (US)" report highlights that the longer-term outlook for search advertising remains healthy.

Even though we finalized this report before the coronavirus became a significant issue, the takeaways from the
report remain intact:

Amazon is breathing new life into the search advertising market by creating a whole new category of search
ads within ecommerce channels. Even though Google still dominates, Amazon became the second-largest
search engine by revenue in the U.S. in 2018.

Smartphones will drive the majority of growth in search ad spend, as they provide fresh opportunities for local
businesses to reach customers on the go in their moment of need. At the same time, PC search advertising
spend will remain sizable, as a large share of consumers express a preference for using a PC when
conducting certain activities.

Voice assistant speaker adoption is high, but our forecast shows that only a fraction of consumers will use their
speakers in a way that would allow for any meaningful voice search advertising, which does not yet exist.

Amazon in 2018 became the second-larges t search engine by advertis ing revenue after Google. Image credit: Amazon

In the meantime, spend on other types of voice assistant marketing is advancing.

It has been 23 years since Yahoo launched the first search advertisement.

One might assume, therefore, that the search market should be plateauing, but it remains as dynamic as ever.

Two years ago, we wrote that search advertising was "on the cusp of a renaissance."

Once the negative impact of the coronavirus subsides, our assumption is that this renaissance will proceed in full
force.

Brandon Verblow is forecast analyst at Forrester Research, Cambridge, MA. Published with permission from
Forrester Research.

© 2020 Napean LLC.  All rights reserved.

Luxury Daily is published each business day.  Thank you for reading us.  Your feedback is welcome.

https://www.forrester.com/fn/38zHZ2CO5G58vUp8evRYDt
https://www.forrester.com/report/Forrester+Analytics+Search+Marketing+Forecast+2019+To+2024+US/-/E-RES159500
https://go.forrester.com/blogs/search-advertising-enters-2018-on-the-cusp-of-a-renaissance/
http://www.forrester.com
mailto:feedback@luxurydaily.com

	Coronavirus is a headwind for search advertising, but the outlook remains promising

