Experts question potential Google/Yahoo! deal as anticompetitive

Advertisers

Roger Barnette, President of Searchlignite, said his firm isn’t taking a position how Congress or the Justice
Department should react to Yahoo's deal with Google. But the firm and its clients are concerned about
the consolidation of search advertising.

“Broadly, our clients feel that the more competition in the industry is better for them,” he said. “The
more vendors you buy from, the more leverage you have.”

-- Roger Barnette, President of Searchlgnite

As Sold by Google, Ads on Yahoo Could Cost 22 Percent More, New York Times Bits Blog, By Saul Hansell, July 15, 2008
http://bits.blogs.nytimes.com/2008/07/15/as-sold-by-google-ads-on-yahoo-could-cost-22-percent-
more/?scp=1&sqg=searchignite&st=cse

The Google-Yahoo partnership has theoretical implications for the search market and, by
consequence, for the whole advertising market. It's reasonable to speculate that a successful test will
lead to a growing role for Google in delivering advertising in response to Yahoo search queries. In the
event this transpires, there will be a de facto consolidation in U.S. search.

...Ultimately, the cost [per click] will rise to that marginal point at which the channel is no longer
profitable for advertisers, in turn reducing the available cash for paying staff throughout the supply chain
and reducing budgets for innovation and new demand-generating goods and services.

...Somewhere a line needs to be drawn to protect the market.

...Google is, of course, the potential monopolist, and it would be utterly churlish not to applaud the
innovation and commercial acumen that has driven its success as a business, as a partner to other
businesses and as a service from which consumers derive value. However, a monopoly is a monopoly --
even if arrived at by totally fair means -- and all monopolies require regulation to protect wider
economic and social interests.

-- Rob Norman, Chief Executive, GroupM Interaction Worldwide

Giving Some Thought to Google, the 'Potential Monopolist', Advertising Age, By Rob Norman, July 14, 2008
http://adage.com/digital/article?article_id=129574&search_phrase=google

UK advertisers are crying monopoly and calling for regulatory investigation of the whole market.

"Things are moving towards an incredibly anti-competitive situation given that Google and Yahoo
control such a huge proportion of the market."

--Nigel Gwilliam, Institute of Practitioners of Advertising
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Advertisers are already restricted, according to some agencies. "There is a limit to what you can do with
clients’ digital spend at the moment, because Google is pretty much the whole market," Arjo Ghosh,
the chief executive of iCrossing, said. "It is becoming a dominant media owner, but without the
experience or regulation or monitoring there is with traditional owners like television."

-- Arjo Ghosh, Chief Executive, iCrossing

Discontent flares over Google's 'dominance’, The Independent, By Sarah Arnott, June 16, 2008
http://www.independent.co.uk/news/business/news/discontent-flares-over-googles-dominance-847920.html

A more concentrated search-advertising market will turn what is essentially an oligopoly into a
monopoly. That's worrisome because Google's system is an "effective but not transparent auction,"
said Bryan Wiener, CEO of 360i. "If there's a single provider of search, then if it becomes less effective for
you as an advertising solution, you don't have the option of moving to another search provider."

--Bryan Wiener, Chief Executive of New York-based agency 360i

Generally bid prices are lower on Yahoo than on Google; once this program is implemented, ads on
certain Yahoo queries will be affixed with Google-like prices.

"We'd have to take a look at money that was allocated for Yahoo and factor in higher [cost per click]
under this," said Scott Linzer, director-search marketing for AKQA, adding that marketers will have to
get creative and work harder to maintain efficiency.

-- Scott Linzer, Director-search marketing for AKQA

Google May Gain $1 Billion in Yahoo Ad Pact, Advertisers Suspect Prices Will Increase,
Advertising Age, By Abbey Klaassen, June 16, 2008
http://adage.com/digital/article?article_id=127763&search_phrase=google

"Anytime you have this level of consolidation or control by one company in any industry should raise
concerns," said Michael Menis, vice president of global marketing services at InterContinental Hotels
Group, which bids on millions of key words a day from Google.

-- Michael Menis, Vice president of global marketing services, InterContinental Hotels Group

Google-Yahoo Poses Ad-Rate Worries, Wall Street Journal, By Jessica E. Vascellaro and Emily Steel, June 14, 2008
http://online.wsj.com/article/SB121340486730674061.htmI?mod=googlenews_wsj

"My spend on Yahoo may go down if they're just going to serve Google ads," says Brian Waldman, a
Boston-based internet marketer. "The more choices you have as a consumer, the more likely you are to
have more competition and better prices . . . | don't know a lot of people in my industry who would
look at the concept of bigger Google as a good thing."

....'In the search marketing community, we all want there to be a more equal spread between the three
main search platforms,” Waldman says.

-- Brian Waldman, a Boston-based internet marketer

Yahoo Customers Pan Google Ad Deal, WIRED Epicenter Blog, By Betsy Schiffman June 13, 2008
http://blog.wired.com/business/2008/06/marketers-see-l.html
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“Of course the downside is, in that environment, what is Google’s motivation to continue innovating,
to be more transparent with data, which is something that’s been a big knock on them for a while?
What are you going to do, not use them?”

-- Aaron Goldman, Vice President for Marketing and Strategic Partnerships, Resolution Media

Michael Mothner, who runs a search-marketing firm called Wpromote, said the deal was “really scary
from an advertiser’s perspective, knowing that we need Google, and if they decided to raise their
prices or assess other fees, they have a lot of power now.” He added: “Even though Yahoo would be a
separate entity, outsourcing search is essentially giving the keys to Google. From an advertiser’s
perspective, it’s really scary how much it resembles a powerful monopoly over search ads.”

-- Michael Mothner, Wpromote

“It goes in the opposite direction of what marketers want,” said Warren Cowan, chief executive of
Greenlight, a British search-marketing firm. “It means more consolidation with one large partner. If a
marketer wants to diversify their risk and spread their risk across multiple channels, that will be
harder to do.”

-- Warren Cowan, Chief Executive, Greenlight

Advertisers Give Thumbs-Down to Google-Yahoo Deal, New York Times Bits Blog, By Stephanie Clifford, June 13, 2008
http://bits.blogs.nytimes.com/2008/06/13/advertisers-give-thumbs-down-to-google-yahoo-deal/

He calls Google's system an "effective but not transparent auction" and said that if it becomes
essentially a single provider of search, should it ever become less effective as an advertising solution,
marketers won't have the option of moving to another search provider.

"By Yahoo's own testament, Google's going to win that auction [for the ad placement]," said Mr. Weiner.
"An auction scenario doesn't effectively solve the problem of market concentration. An oligopoly is
quickly becoming monopoly."

--Bryan Wiener, Chief Executive of New York-based agency 360i

"The three keys are innovation, competition and scale," said Rob Norman, CEO of Group M Interaction.
"Anything that stops any one of them is a problem."
-- Rob Norman, CEO of Group M Interaction

Yahoo, Google Strike a Deal on Paid Search, Advertising Age, By Abbey Klaassen , June 12, 2008
http://adage.com/digital/article?article_id=127733

Antitrust Experts

"Consumers need assurance that robust competition on the Internet will not be undermined by this
unusual agreement," said Albert A. Foer, President of the AAI.

Given the importance of Internet advertising to the advertising industry, web content providers, and
ultimately the vast number of consumers who depend on the Internet, this transaction should be
analyzed under two broad approaches, explained Foer. First, it should be analyzed in terms of effects
on competition and innovation in search engine services and the advertising they create. Second, this
deal should also be analyzed from a broader systems perspective, because searching is only one of the
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functions performed by the Google and Yahoo! platforms today, and it is equally important that the
Yahoo! platform remain a viable base for future areas of Internet competition.

-- Albert A. Foer, President of the AAI

AAl Issues Seven Antitrust Questions About Google-Yahoo!, News Release, June 16, 2008
http://www.antitrustinstitute.org/archives/files/Google7questions6.16.08_061620082019.pdf

Bruce McDonald, a Jones Day antitrust attorney and former deputy assistant attorney general, pointed
out that the arrangement could lessen Yahoo's incentive to compete vigorously against Google
because Yahoo would collect revenue no matter which company placed an advertisement.

--Bruce McDonald, Antitrust Attorney, Jones Day and Former Deputy Assistant Attorney General

"Rhetoric is not evidence," he said. "At the end of the day, you're going to have to show some very
effective computer modelling ... to show that consumers are at worst no worse off."

"The Justice Department should have a very healthy scepticism when number one and number two get
together for a joint venture and say they're going to compete," he added.

-- Evan Stewart, Zuckerman Spaeder LLP

"They find themselves in a situation where the agreement itself may very well be per se illegal," the
source said. "That's a price floor, in antitrust parlance."

Antitrust experts say Yahoo-Google deal faces scrutiny, Reuters, By Diane Bartz, June 19, 2008
http://uk.reuters.com/article/internetNews/idUKN1833443320080619

A deal between Google, the No. 1 search engine, and Yahoo, a distant No. 2, raises serious antitrust
concerns. Attorneys observing from the outside expect the deal to get a tough regulatory review by the
Department of Justice.

“It's a market that affects an awful lot of both consumers and vendors," said David Turetsky, co-chair of
the antitrust group at the law firm Dewey LeBoeuf and a former assistant attorney general for antitrust
issues. "It's going to get a very, very careful look."

-- David Turetsky, Partner, Dewey LeBoeuf and a former assistant attorney general for antitrust issues

Yahoo-Google ad pact raises antitrust eyebrow, San Francisco Chronicle, By Verne Kopytoff, June 13, 2008
http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2008/06/13/MNL4118A1E.DTL&type=printable

Financial Analysts

"On the surface, it may be a compelling argument,"” Rebecca Arbogast, an analyst at Stifel Nicolaus in
Washington, said of the companies' case for why the deal would not hurt competition. But she added:
"Over time, what this is doing is setting up a trajectory where [advertisers] move over to Google and
they become the only game in town."

-- Rebecca Arbogast, Analyst, Stifel Nicolaus analyst

Google-Yahoo ad deal faces intense scrutiny, Financial Times, By Richard Waters and Joshua Chaffin, June 14, 2008
http://www.ft.com/cms/s/0/bc35144c-39a9-11dd-90d7-0000779fd2ac.html
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According to Silicon Alley Insider on the anti-trust factor: “Don't listen to Jerry and Sue: Yahoo's search
deal with Google won't be a slam dunk to get past antitrust regulators.” Stifel Nicolaus analyst and
former FCC staffer Blair Levin said, “ We believe the companies need to do a better job than they did on
yesterday's calls to answer the question why the efficiencies of the deal won't ultimately lead
advertisers to move to Google, leaving Yahoo without a viable search advertising product and Google
as the only search advertising game in town”

-- Blair Levin, Analyst, Stifel Nicolaus and former FCC staffer

Former Fed Regulator: Yahoo-Google Search Deal To Face "Serious Antitrust Scrutiny",
Silicon Alley Insider, By Dan Frommer, June 13, 2008
http://www.alleyinsider.com/2008/6/former_federal_regulator_yahoo_google
search_deal_to_face_serious_antitrust_scrutiny

Chervitz points out that the one clear winner to emerge from all of this is Google. "They prevented a
merger between its two biggest competitors, and co-opted their second largest competitor, and for
better or worse they are going to be the dominant player for a long time," he says.

-- Darren Chervitz, director of the Jacob Internet Fund

Google Deal Puts Yahoo! in a Bind With Investors, The Street.com, By Pia Sarkar, June 13, 2008
http://www.thestreet.com/s/google-deal-puts-yahoo-in-a-bind-with-
investors/newsanalysis/technet/10421344.html?puc=googlefi&cm_ven=GOOGLEFI&cm_cat=FREE&cm_ite=NA

While the agreement is clearly structured to emphasize its non-exclusivity and open marketplace, Google
will certainly be the only meaningful provider. Additionally, no matter how you look at this deal, it
raises pricing for advertisers, a potential red flag for regulators.

--Benjamin Schachter, UBS Securities
UBS Analyst Report, By Benjamin Schachter, June 13, 2008

This agreement hinders Yahoo’s competitiveness as it reduces Yahoo's utility for advertisers. Yahoo’s
already limited network effects will now accrue to Google at a greater rate. And, Yahoo will have a less
compelling search and display integrated package for advertisers.

--Clayton Moran, Stanford Group Institutional Research

Stanford Group Institutional Research Report, By Clayton Moran, June 13, 2008

Consumer Groups

[M]ore objections to the partnership were raised by the American Consumer Institute, which said a
permanent deal between Yahoo and Google raises serious concerns for consumers and businesses.

"In our view, Google's dominance of online search and advertising has already reached a tipping
point," the organization said in a statement. "If a Google/Yahoo deal becomes business-as-usual,
Google would have garnered nearly all of the search advertising market."
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And that would mean that Google would influence what consumers see in terms of advertising and
search ranking, causing consumers to click on ads in ways that benefit Google, its products and its
sponsors. The group is urging the DOJ to block the deal.

-- American Consumer Institute

Google, Yahoo and the elephant in the room, PC World: Australia, By Linda Rosencrance (Computerworld), June 16, 2008
http://www.pcworld.idg.com.au/index.php/id;2016606166;fp;2;fpid;1;pf;1

“The Google-Yahoo! combination is a game changing development for the Internet’s future. Rampant
consolidation in the online advertising market raises serious concerns for consumer privacy and the
ability of Hispanic small businesses to reach their target markets.”

-- Brent Wilkes, National Executive Director, LULAC

League of United Latin American Citizens, News Release, Statement and Call to DOJ to Investigate, June 13, 2008
http://www.lulac.org/

“There is no denying that the proposed partnership between Google and Yahoo! would create a de
facto online gatekeeper, raising prices for small businesses seeking to grab a piece of the growing
online marketplace. The companies have argued that they don’t “set” ad prices, but when all would-be
advertisers are forced to participate in the same auction, prices will skyrocket and smaller players can be
more easily shut out.”

-- Harry Alford, President and CEO of the National Black Chamber of Commerce

National Black Chamber of Commerce, News Release, Statement and Call for Investigation, June 13, 2008
http://www.nationalbcc.org/

This combination potentially threatens user privacy, as more data (including behavioral and mobile)
about consumers are shared or pooled by the two leading online giants. Competition in the online ad
sector—already weakened by a series of takeovers and acquisitions—is seriously threatened. This deal
will have a significant impact on the advertising industry, including agencies.

-- Jeff Chester, Executive Director of the Center for Digital Democracy

Digital Destiny, Jeff Chester Reports on Digital Media and the Public,
Statement on behalf of the Center for Digital Democracy, June 13, 2008
http://www.democraticmedia.org/jcblog/?p=60

Editorial Comment

“Instead of a search market where three players compete vigorously for eyeballs, this [Google-Yahoo]
deal would create a status quo where the top dog enjoys an 85 percent market share and the ability to
set prices for search ads with no fear of being undercut by its much weaker sole competitor. This
should set alarms clanging wherever antitrust and personal privacy concerns are held dear, but it
hasn't.

-- Richard Bennett, Chronicle guest writer, a Network Foundry and a Bay area architect, inventor and

speaker
Google's political head-fake, San Francisco Chronicle, By Richard Bennett, July 9, 2008
http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2008/07/09/EDBH11LNQS.DTL&hw=yahoo&sn=001&sc=245
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“Yahoo and Google are reportedly trying to blunt concerns by claiming that ‘search’ is not a distinct
market but just one blurry element of a broader ‘online advertising’ market--and that the Yahoo-Google
deal therefore won't lead to a dominant market share. This position is ludicrous, of course. Search is a
very distinct market, and one player--Google--already has overwhelming share.”

-- Henry Blodget, Blogger, Silicon Alley Insider

Mr. Yang Goes To Washington...To Try to Parry Microsoft Attack on Yahoo-Google Deal,
Silicon Alley Insider; By Henry Blodget, June 19, 2008
http://www.alleyinsider.com/2008/5/mr_yang_goes_to_washington_to_try to_defuse_microsoft_attack_on_google_deal

The deal gives Google, already the dominant player with more than 60 percent market share, even
more power. That's worrisome for competition and innovation in Internet services. The pact that unites
the No. 1 and No. 2 players deserves serious scrutiny from antitrust regulators.

Editorial: Yahoo's drama ends in clear win - for Google, San Jose Mercury News, June 17, 2008
http://www.mercurynews.com/opinion/ci_9609830

Forget the flowerly language about how this deal "strengthens Yahoo's competitive position" (Yahoo
press release) or "is good for competition" (Google blog post). Both are flat out lies. The deal crushes any
notion of a competitive search advertising market and turns Yahoo's search and search marketing
efforts into the undead.

The deal allows Yahoo to put Google ads along side their own, presumably to maximize revenue to
Yahoo. Google's good at the top search terms (probably 80% or so of revenue potential), but Yahoo
thinks they do fine in the long tail. The problem, of course, is that they'll show Google ads for all the
good stuff - and advertisers will go to Google to bid for those ads. More advertisers will leave the
platform, further degrading Yahoo's core search economics.

-- Michael Arrington, Blogger, Techcrunch

Hey Microsoft, How 'bout We Do That First Deal You Offered? Techcrunch, By Michael Arrington, June 14, 2008
http://www.washingtonpost.com/wp-dyn/content/article/2008/06/14/AR2008061400642.html

A Microsoft-Yahoo alliance would have been much, much better. Now, advertisers worry that they will
have to pay more for search marketing terms -- oh yeah, and that Google will dominate the world.

World domination by Google. It seems that a blogger named Urgo isn't the only one with this fear.
Advertisers worry that Google already has too much information about where people are going on the
Web and what advertisers are paying to reach them. Now it will have even more.

Decreased competition. Yahoo could put its own search marketing arm out of business if it increasingly
relies on Google's ads because they're more lucrative. Then, only Microsoft and Google would be left as
the big search players. As Adam Smith tells us, less competition isn't good for business.

Advertiser reaction to Yahoo-Google deal: Ack! LA Times Blog, June 13, 2008
http://latimesblogs.latimes.com/technology/2008/06/advertisers-rea.html
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Yahoo's deal to outsource a share of its search advertising to Google, and to end talks about a sale of the
company to Microsoft, is bad news for Yahoo shareholders. It also marks an effort by Google, the
juggernaut of the search sector, to extend its market dominance. Such an extension would be bad for
competition, bad for innovation in internet search, and bad for advertisers. The US Department of

Justice should object to this deal.
Editorial Comment: A real Yagoohoogle, Financial Times, June 13, 2008
http://www.ft.com/cms/s/0/f3db4d28-3975-11dd-90d7-0000779fd2ac.html

[T]he deal is likely to attract attention from competition regulators in Washington, according to the
BBC's technology correspondent Rory Cellan-Jones.

"Alarm bells were already ringing on Capitol Hill over Yahoo's 'limited’ trial in April of Google's
technology," he said.

-- Rory Cellan-Jones, BBC's technology correspondent

Yahoo-Google agree online ad deal, BBC News, June 13, 2008
http://news.bbc.co.uk/go/pr/fr/-/2/hi/business/7451946.stm

The delicate power balance among the big players was disrupted today in a big way, and the
consequences will be felt over the coming months and years. We needed a competitive market in search
to ensure the health of the Internet. Now, it’s nearly impossible to see how that can happen.

-- Michael Arrington, Blogger, Techcrunch

Massive Destruction Of Shareholder Value, Employee Morale and Internet Balance Of Power,
Techcrunch, By Michael Arrington, June 13, 2008
http://www.techcrunch.com/2008/06/13/massive-destruction-of-shareholder-value-employee-morale-and-internet-health/

This arrangement will no doubt intensify the scrutiny from Washington, where the Justice Department
has already launched an investigation into antitrust issues arising from Yahoo and Google merely
testing the waters for today’s partnership. Congress might want to hold hearings as well. Back in April,
Citi analyst Mark Mahaney estimated that a Google deal could increase Yahoo’s cash flows by more than
S1 billion a year. It turns it will be less than that. But given the antitrust scrutiny, the deal is necessarily
structured in a creative way.

-- Erick Schonfield, Blogger, Techcrunch

Yahoo Runs | n tTeshcrdach,@ygEtick Schenfiefdrlunes12, 2008
http://www.techcrunch.com/2008/06/12/yahoo-runs-into-googles-arms/

A move this aggressive will undoubtedly set off bells, whistles, and sirens in Washington and Brussels.
Deals like this between #1 and #2 players in a market are usually frowned upon. Google and Yahoo
obviously knew this going in, and have gone to a lot of trouble to structure this deal in a way to avoid
regulatory scrutiny. I'm just not sure it's enough.

Both American and European regulators put Google on notice following its acquisition of DoubleClick.
They essentially said, “OK. But we'll be watching you.”
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...... Yes, Google may not be increasing its dominance of "search traffic." BUT it will be increasing its
share of “sponsored search advertising,” which seems to be the market that the FTC is actually
concerned about.

The Microsoft, Yahoo, Google Saga. Take 3., ACT Online, Posted by Jonathan Zuck, June 12, 2008
http://blog.actonline.org/2008/06/the-microsoft-y.html

Comments Prior to the Announcement on June 12"

Advertisers

The case against a dominant Google is summed up by Mr Sorrell of WPP. Without the prospect of a
strong rival that would have been created by a combination of Microsoft and Yahoo, advertisers could
be left with little choice, he warns.

--Sir Martin Sorrell, Chief Executive, WPP Group

Google triumphant: Search wars look settled, The Financial Times, by Richard Waters, May 12, 2008
http://us.ft.com/ftgateway/superpage.ft?news_id=fto051220081509213672

Advertisers, however, are not so high on that potential scenario. Rob Norman, CEO of Group M
Interaction, warned against such a partnership on his blog.

"As for Yahoo's options, there are many but a Google transaction cannot be not one of them," he
wrote, comparing the scenario to one in which Chevron and Exxon Mobil combined distribution and
retailing -- but only in certain locations and without formally merging their companies.

He asks: "Monopoly or not?"

-- Rob Norman, CEO of Group M Interaction
Advertisers Disappointed in the Merger That Wasn't — Not Because Microhoo Was a Tempting Property,

but That a Google Challenger Didn't Emerge, Ad-Age, By Abbey Klaassen, May 6, 2008
http://adage.com/digital/article?article_id=126876

And for advertisers, having search so highly concentrated in a single system is a bad thing. If the test
were successful and Yahoo struck a deal to outsource its search to Google, "that would give Google an
effective monopoly over search, which wouldn't be healthy for marketers or the overall internet
economy.”

--Bryan Wiener, Chief Executive of New York-based agency 360i

Microhoo deal would be best option for marketers; Of the merger scenarios, it would create a viable competitor to Google
Advertising Age, By Abbey Klaassen, April 14, 2008, http://adage.com/abstract.php?article_id=126365

July 15, 2008 Page 9 of 12


http://us.ft.com/ftgateway/superpage.ft?news_id=fto051220081509213672
http://adage.com/digital/article?article_id=126876
http://adage.com/abstract.php?article_id=126365

Antitrust Experts

But some antitrust experts say the planned partnership does raise concerns. Whether this pact is
completed or not, they add, it points to the kind of antitrust issues that will increasingly surround
Google as a dominant company in the Internet economy, which can quickly magnify the market power
of corporate winners.

“Up to now, Google has been very careful to avoid predatory behavior,” said Christine A. Varney, a
partner at the law firm Hogan & Hartson and a former member of the Federal Trade Commission. “But a
transaction like this, | think, is fundamentally anticompetitive.”

-- Christine A. Varney, Partner, Hogan & Hartson and a former member of the Federal Trade Commission

Google Says It Will Defend Competitive Rationale of a Yahoo Deal, By Steve Lohr, New York Times, May 22, 2008
http://www.nytimes.com/2008/05/22/technology/22google.html?em&ex=1211601600&en=5a7562c7e061b855&ei=5087%0A

"The Justice Department would certainly want to take a serious look at that because it would mean that
a firm that would want to take advertisements or to place advertisements (online) would have only
one place to go."

-- Aaron Edlin, Professor of law and economics, University of California at Berkeley

Higher antitrust bar for Yahoo-Google than Microsoft, Reuters, By Diane Bartz, April 13, 2008
http://www.reuters.com/article/ousivMolt/idUSN1344359220080413?sp=true

“Google and Yahoo really cannot form an alliance — that is the whole purpose of antitrust law — to
prevent the biggest competitors in the market from aligning to the detriment of consumers. If the
question is whether Google and Yahoo can collectively set the rates of online advertising, that is a
complete no-no under antitrust law, That sounds a lot like blanket price-fixing, which is per se illegal
under Section One. That is the simplest of all cases.”

-- Marc Edelman, Professor (Antitrust), New York Law School

Approval Unlikely For Google-Yahoo Pact: Experts, Competition Law 360, February, 4, 2008
http://competition.law360.com/Members/ViewArticlePortion.aspx?ld=46019&Return
Url=..%2fsecure%2fViewAtrticle.aspx%3fld%3d46019

In terms of online advertising, Google is the dominant player. Allowing it to reinforce that dominance
through an agreement with its competitor Yahoo! would eliminate choice in this market, and choice is
fundamental to ensuring consumer welfare, innovation and growth. Indeed, industry and legal experts
agree, on principle, that such an agreement would be illegal. This would be a perfect example of the
type of agreement which anti-trust laws, both EU and American, seek to ban.

-- Spyros Pappas, Lawyer with the Athens and Brussels bars

The fate of Yahoo! also concerns Europeans, Europolitic,
By Spyros Pappas, April 16, 2008
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"I think it would definitely raise regulatory concerns," said Richard Idell, an attorney with Idell & Seitel,
a San Francisco law firm. "You would have this one consolidated entity that is controlling the vast
majority of the market share."

-- Richard Idell, Attorney, Idell & Seitel

Yahoo weighs outsourcing search ads to Google, San Francisco Chronicle, Verne Kopytoff, February 9, 2008
http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2008/02/09/BUKJUV81T.DTL&type=tech

Financial Analysts

It is possible that Google's multiple would expand given the elimination of its primary competitor in
search monetization and given it would benefit from increased information flow from gaining 2,000 bps
of query share. The main question revolves around anti-trust issues given that if Yahoo! outsourced
monetization of all of its US owned and operated queries to Google, Google would monetize ~80% of
US queries.

-- James Mitchell, Jennifer Watson and Megan Barker, Goldman Sachs

Monetizing Yahoo! search coul d

Global Investment Research, Goldman Sachs, April 10, 2008

A [Google-Yahoo!] tie-up would result in a dominating 90%+ search market share (along with Yahoo!’s
leading position in display advertising), which is unlikely to pass regulatory scrutiny.”

-- Heather Bellini, UBS analyst

Mi crosoft to Go owdl8treetlbukhd: DdaloBlog, BY Heidinvimare, April 10, 2008
http://blogs.wsj.com/deals/2008/04/10/microsoft-to-google-hello-newman/

Consumer Groups

[The Google-Yahoo alliance] "threatens to undermine privacy and consumer choice, increase consumer
prices, irreversibly damage online competition, and hurt small and medium businesses across the
country."

--Gary Flowers, Chief Executive, Black Leadership Forum Inc.

0Odd coalition opposes Google-Yahoo ad plan, Los Angeles Times, By Joseph Menn, May 9, 2008
http://www.latimes.com/business/la-fi-google10-2008may10,0,4262021.story

[T]he Center for Digital Democracy, a consumer advocacy group, said it will push U.S. regulators to
block any deal and is already urging European consumer groups to raise concerns with European
Union officials. The EU generally takes a tougher approach on antitrust, fining Microsoft Corp. $1.3
billion for anticompetitive conduct earlier this year. "You can't allow Google to operate a portion of its
leading competitor out of its back pocket."

--Jeffrey Chester, Executive Director, Center for Digital Democracy

Advocacy groups take aim at Google-Yahoo partnership, CNN Money, May 9, 2008
http://money.cnn.com/news/newsfeeds/articles/apwire/9405410c21fe1ddb8b11724e284b9809.htm
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http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2008/02/09/BUKJUV81T.DTL&type=tech
http://blogs.wsj.com/deals/2008/04/10/microsoft-to-google-hello-newman/

Editorial Comment

[A] document that Yahoo prepared for an "all-hands" internal meeting Jan. 30 - the day before Ballmer
called Yang with the takeover offer - indicated the company wasn't sure teaming up with Google would
be a smart move.

The hopes for short-term gains from an ad partnership with Google "may not take into account the
longer term impact on the competitive market if search becomes an effective monopoly," the
document said, according to an excerpt released Monday.

New documents illuminate Yahoo-Microsoft saga, Associated Press, By Michael Liedtke, June 2, 2008
http://biz.yahoo.com/ap/080602/yahoo_lawsuit.html?.v=8

How do you spell Googlopoly? It is something that regulators on both sides of the Atlantic will have to
learn fast if the internet search company succeeds in cosying up to Yahoo with a deal to sell some of the
adverts that appear alongside Yahoo's search engine results.

Any deal that lets Google supply part of Yahoo's search advertising, however it is dressed up, must be
bad for competition. Even though prices are set in an auction among advertisers, as Google points out, it
is Google that runs the auction.

The more business is concentrated in a single market, the harder it is for users to turn elsewhere.
Google's market could become the only one big and liquid enough to supply advertisers that want to
buy in volume.

Search for a rival, Financial Times, May 21, 2008
http://www.ft.com/cms/s/0/€9991bd0-26d1-11dd-9¢95-000077b07658.html

Antitrust obstacles can't be ruled out, as the two companies control more than 80 percent of the U.S.
search advertising market. Several analysts have said a Google-Yahoo partnership will face regulatory
scrutiny — intense enough to be deal-breaking.

Page: Google-Yahoo deal can clear antitrust wall, Associated Press, By Dibya Sarkar, May 22, 2008
http://news.yahoo.com/s/ap/20080522/ap_on_hi_te/yahoo_google_4

It is bad for advertisers, it is bad for consumers, it is bad for innovation, no matter how well-intentioned
Google is. And no matter how many flashy moves Google and Yahoo make, it is flat-out wrong for one
player to so dominate such an important sector.

-- Kara Swisher, Co-executive Editor of The Wall Stree t Jour nal

Justice Department Googles Google? All Things Digital Blog, By Kara Swisher, April 24, 2008
http://kara.allthingsd.com/20080424/justice-department-googles-google/

Google's helping its partners with one hand, and crushing them with the other.
-- Peter Kafka, Blogger, Silicon Valley Insider

IAC, AOL: Thanks, Google! Silicon Valley Insider, By Peter Kafka, April 30, 2008
http://www.alleyinsider.com/2008/4/iac_aol_thanks_google_

July 15, 2008 Page 12 of 12

s technol ogy

We b


http://www.ft.com/cms/s/0/e9991bd0-26d1-11dd-9c95-000077b07658.html
http://news.yahoo.com/s/ap/20080522/ap_on_hi_te/yahoo_google_4
http://kara.allthingsd.com/20080424/justice-department-googles-google/
http://www.alleyinsider.com/2008/4/iac_aol_thanks_google_

