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APP MONETIZATION TRENDS 2020: CHANGING APP ECONOMICS AFFECT 
ADVERTISER OPTIONS 

The coronavirus pandemic and changes set to take effect in iOS 14 are the latest shocks to the app ecosystem. With 

people spending more time on smartphones—and more money while on them—app economics continue to evolve. 

With these changes, advertising options will evolve as well. 

What effect has the pandemic had on 
app monetization? 

The pandemic has resulted in reduced advertiser 
spending overall, leading to lower growth of in-app ad 
spending despite significantly higher numbers of ad 
placements. At the same time, it has increased and 
redistributed mobile time toward social media, video 
streaming, gaming, health and fitness, and news apps—
and away from travel-related activities. 

Have consumer preferences for different monetization 
strategies changed?  

Consumers are more apt to sign up for subscriptions and 
accept hybrid models of monetization—a combination of 
in-app purchases and in-app advertising. Hybrid models 
make it more important for publishers and advertisers 
to design and deliver ads based on the type of user of 
an app. 

How will iOS 14 change monetization calculations 
for developers? 

The loss of data tracking across apps in iOS 14 will 
likely lower cost per thousand (CPM) pricing and make 
personalized advertising much more difficult. This in turn 
will make first-party data and immersive ad units more 
valuable.  

WHAT’S IN THIS REPORT? This report looks at three major 
changes to the app economy and how advertisers should 
think about them. 

% of total app installs tracked by AppsFlyer

Share of Subscription Mobile App Installs Worldwide,
by App Category, Q2 2020

Photography 28%

Health & fitness 28%

Music 25%

Utilities 10%

Lifestyle 8%

Overall nongaming8%

Gaming2%

Total 5%

Note: represents activity tracked by AppsFlyer, broader industry metrics
may vary; read chart as saying 28% of photography app installs are for
subscription apps
Source: AppsFlyer, Aug 5, 2020
257930 www.eMarketer.com

KEY STAT: Although subscription mobile app installs have 
been up across most categories over the past year, only 
2% of mobile games offer them. 
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APP PUBLISHERS FACE 
NEW ECONOMICS 

App developers need to build services that people 

want to use, but they also face external constraints 

when deciding how to make money, including their 

users’ physical and economic well-being, operating 

system rules, and government regulations that affect 

how apps can generate revenues. 

But recently, no factor has affected the mobile app 
ecosystem more acutely than the pandemic, which  
has boosted and redistributed app usage while at the 
same time squeezing in-app ad spending. In addition, 
longer-term changes in consumer behavior, recent 
changes by Apple in iOS 14, and privacy regulations have 
also altered the app ecosystem. 

This report will look at three major changes affecting app 
developers and advertisers: the coronavirus pandemic, 
changing consumer preferences on how to pay for apps, 
and iOS 14, which includes new rules for advertisers that 
are currently scheduled to take effect in early 2021. 

A fourth major factor has been government privacy 
regulations, such as the California Consumer Privacy Act 
(CCPA) and the EU’s General Data Protection Regulation 
(GDPR). For more information on how the pandemic has 
affected these debates, see our report “Consumer Privacy 
in the Age of COVID-19.”  For information on how CCPA has 
affected location tracking, see “Location Intelligence 2020.” 

THE PANDEMIC-DRIVEN MOBILE 
CONSUMPTION EXPLOSION 

In the US, the average adult will spend 3 hours, 35 

minutes (3:35) in mobile apps per day in 2020, up 25 

minutes from 2019. The 2020 increase was well above 

the long-term growth trend, with the pandemic as the 

main reason. In 2021, we expect growth to slow to 

only 6 additional minutes per day.  

The big bump in mobile time spent is concentrated in a 
few areas: social networks, streaming video, and gaming, 
as well as in some categories we don’t break out, such 
as health and fitness, business, education, and news. We 
estimate that social media apps will gain 11 minutes of 
additional attention from the average US adult in 2020—
more than any other activity—followed by streaming 
video (10 minutes), messaging (4 minutes), and games 
(3 minutes). 

Gaming overall did well even in the early months of the 
pandemic. Worldwide, mobile game downloads jumped 
42.5% year over year (YoY) in H1 2020, according to 
Sensor Tower. 

https://branch.io/contact-sales/?utm_campaign=CSYN-2020-Q411-Global-eMarketer_App_Trend&utm_medium=cpc&utm_source=eMarketer
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Among social media, TikTok moved into the mainstream 
as a result of the pandemic. In an August 2020 filing, 
TikTok revealed that it had nearly 92 million monthly  
active users (MAUs) and over 50 million daily active  
users (DAUs) as of June 2020, compared with roughly  
40 million MAUs in October 2019.  

Although the executive order from President Donald 
Trump compelling a sale of TikTok’s US business to a 
domestic company has somewhat dampened enthusiasm 
among marketers, the pandemic has revealed the 
platform’s potential as a marketing channel. 

“COVID-19 didn’t just accelerate [behavioral shifts], it also 
raised appreciation and awareness for stuff we never 
would have exposed ourselves to,” said Albert Thompson, 
managing director of digital at agency Walton Isaacson. 
“Then all of a sudden it’s like, ‘Whoa, now I understand.’ 
Under normal circumstances, we might not have looked 
at TikTok for two to three years.” 

Other types of apps also experienced gains. In August 
2020, app tracking company Adjust and fitness app 
Gympass jointly reported that fitness app downloads 
increased by 58% in the US at the end of March 
compared with the 2020 average. 

Branch Metrics has tracked increases in activity on both 
news apps and financial services apps since the onset of 
the pandemic. Despite some recent slowdowns, usage 
remains elevated compared with pre-pandemic levels. 

For more information on changes to mobile time spent, 
see our June 2020 report “US Mobile Time Spent 2020.” 

ADVERTISER TAKEAWAY: SHIFTS IN 
DEMAND OFFER NEW OPPORTUNITIES 
The big increase in mobile app users, however, has not 
led to a huge increase in advertising revenues for many 
apps. The economic crisis led to a widespread pullback 
in ad spending, particularly in the early months of the 
pandemic. At the same time, many of these new app 
users weren’t eager to spend heavily in apps. 

Mobile ad spending in the US will increase by only 4.8% 
in 2020, according to our estimates. This figure includes 
mobile web spending, but the bulk—roughly 85%—is 
advertising spent within apps. 

The modest increase in mobile app spending comes 
despite a huge increase in mobile ad placements, which 
rose 70% worldwide over H1 2020, according to App 
Annie. But a drop in advertiser demand, particularly 
from hard-hit sectors like travel, has suppressed CPMs. 
“The revenue generation isn’t that big when you 
compare it with the rise in users,” said Abeer Raza, 
founding partner and CMO of TekRevol, a mobile app 
development company. 

With the steady rise in mobile CPMs over the past few 
years, these lower rates have provided opportunities 
some advertisers didn’t have prior to the pandemic.   

Although social media CPMs and costs per click (CPCs) 
have recovered and even exceed some pre-pandemic 
prices over the past winter, they still lag behind prices 
from a year ago. Socialbakers released a report in July 
2020 that indicated that CPCs on Facebook and Instagram 
were 23.6% lower at the end of Q2 2020 compared with 
the same timeframe a year prior. 

https://branch.io/contact-sales/?utm_campaign=CSYN-2020-Q411-Global-eMarketer_App_Trend&utm_medium=cpc&utm_source=eMarketer
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Advertisers may have a harder time taking advantage 
of opportunities in mobile video apps, health and 
fitness apps, and business-oriented apps that often rely 
on subscription models. The big increase in viewers, 
however, has benefitted publishers in these areas that 
have hybrid or ad-supported monetization. 

“The most powerful pronounced shift that we’ve 
observed over the past few years is the focus on ad 
monetization as a way to drive overall revenues per user,” 
said Jeremy Bondy, chief operating officer at mobile ad 
network Vungle. “When you look at this shift, it’s not 
focused just on gaming; we’re seeing dating, social, 
music apps that are concentrated on leveraging ads to 
supplement their existing revenue streams.” 

Other companies are finding success by focusing 
primarily on ads in industries dominated by subscription 
services. A good example is the category of advertising 
video-on-demand platforms (AVOD), which still have 
fewer viewers than subscription platforms such as 
Netflix and Disney+ but have grown rapidly. Five leading 
platforms offering AVOD models—Pluto TV, Roku, Hulu, 
Tubi, and Peacock—grew revenues by 31% YoY in Q2 
2020, reflecting the increased viewing, according to 
MoffettNathanson Research.  

Even before the pandemic, most mobile games 
monetized via ads. According to research by App Annie 
commissioned by Facebook, 89% of the top 1,000 mobile 
games had an ad software developer kit (SDK) as of 
December 2019. Casual games, which have simple game 
loops and design, are most likely to have an ad SDK. They 
saw a 45% YoY increase in downloads in H1 2020, App 
Annie reported. 

Only 15% of US internet users reported making any 
in-game purchases on mobile games in July 2019, per 
CivicScience. Even among mobile gamers, a minority 
(34%) made an in-game purchase. 

% of responses, July 2019

How Much Do US Adults Spend on In-Game Purchases 
Within Mobile Games?

Spend more than $3 per month
on in-game purchases

9% Spend $3 or less per
month on in-game

purchases
6%

Play mobile
games but don't
spend anything

27%

Don't play games 
on these devices
58%

Note: n=1,947; in an average month; includes apps for smartphone and
tablet
Source: CivicScience as cited in company blog, Aug 6, 2019
249100 www.eMarketer.com

Branch Metrics found that the big spike in app installs 
over the past few months was not driven by advertising to 
the same degree it was prior to the pandemic. In relative 
terms, the share of app installs from ads dropped by over 
20% in April 2020 from the pre-pandemic average, and it 
remains below pre-pandemic levels. Meanwhile, organic 
referrals grew by nearly 50% in the early lockdown 
period relative to a 2020 pre-pandemic baseline. Referrals 
from owned social sites grew by the same amount 
more recently. 

One final takeaway is that many of the biggest winners, 
such as social media, games, mobile video, and news, 
are often consumed across devices. As these activities 
flit more easily between devices, advertisers will need 
to pour more resources into connecting and coordinating 
their placements across devices. “The other big trend 
that we’re seeing is a strong interest of companies to 
move beyond mobile entirely and think more about  
cross-device implications,” said Alex Austin, co-founder 
and CEO of Branch Metrics. 

https://branch.io/contact-sales/?utm_campaign=CSYN-2020-Q411-Global-eMarketer_App_Trend&utm_medium=cpc&utm_source=eMarketer
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A REBOUND FOR 
NONADVERTISING MONETIZATION 

It’s not completely fair to say there’s been a rebound 

in in-app purchases (IAPs), since they never stopped 

growing. But more recently, publisher revenues 

have been shifting away from in-app advertising and 

toward purchases. 

Sensor Tower estimated that global app revenues  
from purchases rose 23.4% YoY in H1 2020. Of the  
$50.1 billion generated by in-app purchases, $36.6 billion 
came from within games, a 21.2% YoY increase. 

Over the past few years, hybrid monetization models 
have become more common in mobile games (and 
elsewhere). That trend appears to have stopped for the 
moment, at least among games. AppsFlyer, a mobile 
analytics and attribution platform, reported that the share 
of games using a hybrid model dropped 8% between 
Q2 2019 and Q2 2020, with all game categories except 
“hardcore” games showing a dip. These hardcore games 
are battle or fantasy games geared toward intense 
gamers, whereas casual and midcore games—the latter 
with more developed game loops and design than the 
former—are geared toward less-serious gamers. For 
casual and midcore games that retained their hybrid 
model, the share of revenues coming from advertising fell 
30% YoY within the same games. In absolute terms, ad 
revenues did well in these hybrid games, rising 47%, but 
IAP revenues jumped by 130%.  

For more information on mobile gaming advertising and 
game categories, see our October 2019 report, “Mobile  
In-Game Advertising.” 

The trend toward increased revenues from purchases 
began in Q3 2019 but accelerated in H1 2020, when there 
was an 11% drop in advertising revenues and a 15% 
increase in IAP revenues among the same group of hybrid 
apps, according to AppsFlyer. “Users were far more 
engaged with games during lockdown, and along with 
the effects of our ‘new normal,’ they have become less 
tolerant of ads,” said Shani Rosenfelder, head of content 
and mobile insights at AppsFlyer. 

Subscription Models Rise 
The rapid growth of IAPs in games runs parallel to the 
fast rise in subscription revenues outside of gaming apps. 
According to App Annie, among the top 250 nongaming 
apps as measured by revenues, in-app subscriptions 
contributed to 97% of consumer spending on iOS apps 
and 91% of spending in Google Play apps in 2019. 
And 94% of the top 250 iOS apps by revenues and 
79% of the top Google Play apps monetized using a 
subscription model. 

Sensor Tower found that among the top 100 nongaming 
apps in the US, those using subscriptions generated  
$4.6 billion in revenues in 2019, an increase of  
$800 million from 2018. The App Store generated more 
than three-quarters ($3.6 billion) of this amount, while 
Google Play generated $1.1 billion. 

The subscription model has grown rapidly, at least 
among nongaming apps, particularly after Apple 
lowered the second-year commission on subscriptions 
sold in-app to 15% from 30% in 2018, according to 
AppsFlyer’s Rosenfelder. In 2018, the share of apps using 
subscriptions rose fivefold and then doubled again in 
2019, he said. Rosenfelder added that, in 2020 so far, 
there has been further growth of 40%, and now 5% of all 
apps globally use subscriptions—but only 2% of gaming 
apps globally do so. More than a quarter of photography, 
music, and health and fitness apps use a subscription 
model by AppsFlyer’s reckoning. 

% of total app installs tracked by AppsFlyer

Share of Subscription Mobile App Installs Worldwide,
by App Category, Q2 2020

Photography 28%

Health & fitness 28%

Music 25%

Utilities 10%

Lifestyle 8%

Overall nongaming8%

Gaming2%

Total 5%

Note: represents activity tracked by AppsFlyer, broader industry metrics
may vary; read chart as saying 28% of photography app installs are for
subscription apps
Source: AppsFlyer, Aug 5, 2020
257930 www.eMarketer.com
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Consumers seem to have become more comfortable 
buying subscriptions in general. A survey by Deloitte 
found that the number of US teens and adults who had 
a digital video subscription rose from 73% in January 
2020 to 80% in May. The biggest jump was among 
baby boomers, who went from 54% with a subscription 
to 69%. 

% of respondents in each group

Coronavirus Impact: US Teens/Adults Who Have a Paid
Subscription to a Streaming Video Service, by
Generation, Jan 2020 & May 2020

Gen Z
90%

94%

Millennials
85%

88%

Gen X
84%

88%

Baby boomers
54%

69%

Total
73%

80%

Dec 2019-Jan 2020 (pre COVID-19 survey)
May 2020 (after COVID-19 survey)

Note: ages 13+; paid subscriptions only
Source: Deloitte, "Digital media trends survey, 14th edition," June 23, 2020
256744 www.eMarketer.com

Even some YouTube creators are finding it feasible to earn 
money without ads. The number of YouTubers who earn 
the majority of their money from sources other than ads 
grew 40% between January and May 2020, according to 
Bloomberg, who received the numbers from YouTube. 

Most US adults expect to keep their subscriptions across 
several categories once things return to normal, according 
to an April 2020 survey from The Harris Poll. 

% of respondents in each group

Digital Service Subscriptions that US Adults Plan to
Keep vs. Discontinue After the Coronavirus Pandemic
Ends, by Type, April 2020

Music
72% 14% 13%

Exercise/fitness/wellness
64% 22% 14%

News
58% 34% 8%

Digital learning
54% 32% 14%

Keep Discontinue Don't know

Note: ages 18+ who subscribed to each service listed since early March
2020; includes free trials and paid subscriptions; numbers may not add up
to 100% due to rounding
Source: The Harris Poll as cited in blog post, May 19, 2020
256389 www.eMarketer.com

“Social acceptance of subscriptions has clearly 
increased,” said Paul Müller, co-founder and chief 
technical officer at mobile measurement company Adjust. 
“For many people, it’s just a much more normal concept. 
And, of course, you could also say there are suddenly 
many more offerings to buy subscriptions.” 

News organizations are also looking at new ways to get 
subscription revenues, whether directly or via bundles. 
The New York Times gained 669,000 digital subscribers in 
Q2 2020, which pushed digital revenues into the majority 
for the first time. That same quarter, the Times made 
three-quarters of its revenues from subscriptions of all 
types after advertising tanked in H1 2020. Various news 
publishers are also exploring bundles, or revenue shares 
with other sites and paid aggregator services such as 
Apple News+. 

Although gaming has yet to take up the subscription 
model on a large scale, some examples do exist, including 
Microsoft’s Xbox Game Pass Ultimate, PlayStation Now, 
Google Stadia, Nvidia’s GeForce Now, and Apple Arcade, 
as well as season passes, such as “Fortnite” battle 
passes. But most of these services, with the obvious 
exception of Apple Arcade, will not arrive on iPhones 
because of Apple’s refusal to accept streaming gaming 
apps, citing its inability to approve individual games via its 
distribution channels. This is unacceptable to companies 
like Microsoft, Google, and Nvidia, which instead believe 
that Apple is trying to protect Arcade and its lucrative App 
Store business. 

https://branch.io/contact-sales/?utm_campaign=CSYN-2020-Q411-Global-eMarketer_App_Trend&utm_medium=cpc&utm_source=eMarketer
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Even so, most hypercasual games that have a short 
life span probably will never go the subscription route. 
To date, game developers remain hesitant to embrace 
these models because they limit their revenue options, 
including advertising. They also fear that submitting their 
games as part of a bundle will devalue their individual 
games. A UBM Game Network survey from December 
2019 found that more than a quarter of game developers 
worldwide shared that concern, with another 46% 
answering “maybe” or “not sure” to the question. 

% of respondents, Dec 2019

Are Game Developers Worldwide Concerned that
Subscription Services Will Devalue Individual Games?

Yes
27%

Maybe
28%

No
26%

Not sure
18%

Note: e.g., Apple Arcade, Google Stadia, etc.; numbers may not add up to
100% due to rounding
Source: UBM Game Network, "Game Developers Conference (GDC) State of
the Game Industry 2020," Jan 24, 2020
252896 www.eMarketer.com

More generally, at some point, consumers will hit the 
limit on how many subscriptions they’re willing to pay for. 
“I would say in the past 12 to 18 months, the mobile-first 
developers—those that really understand mobile—have 
all been trying to drive a subscription business,” said Ted 
Krantz, CEO of App Annie. “Just like everything with 
mobile, there comes a point when the diseconomies of 
scale kick in. How many subscriptions will a particular 
consumer actually run and manage?” 

ADVERTISER TAKEAWAY: PAY ATTENTION 
TO CUSTOMER EXPERIENCE 
The resurgence of IAP revenues, including subscriptions, 
has an impact on in-app advertising as well. As hybrid 
apps become more sophisticated, ads have evolved 
to better fit the app experience. By the same token, 
developers are getting better at knowing when to show 
ads and when to push IAPs or subscriptions. 

Ad formats that are built into the app experience—
whether they are immersive ads built as billboards in 
a racing game, a playable ad to preview a new game, 
or a rewarded video ad offering 30 minutes of video 
streaming—can work without detracting from in-app 
purchases or hindering full subscription sign-ups. A June 
2019 survey by Sapio Research for mobile exchange 
Fyber found that US and UK developers expected these 
types of ads to proliferate in the future, particularly 
rewarded video. 

% of respondents, June 2019

Which App Ad Format Do US/UK App Developers
Think Will Be Used Most in the Future?

Rewarded video ads
26%

22%

Playable ads
21%

21%

Rich media ads/interactive ads
17%

21%

Offer wall ads
15%

12%

Interstitial ads
12%

12%

Native ads
9%

12%

Other
1%

1%

Next year Next 2 years

Note: numbers may not add up to 100% due to rounding
Source: Fyber, "2019 State of In-App Advertising and Monetization"
conducted by Sapio Research, Sep 30, 2019
250108 www.eMarketer.com

“Rewarded video provides user-value exchange and 
enables the user to actually benefit from that time they’ve 
just spent in engaging with the video ad,” said Anala 
Prabhu, growth product marketing manager at Facebook 
Audience Network. 

Having effective ad formats isn’t enough, though. The 
most sophisticated approaches now personalize the 
content and timing of ads based on the user’s likelihood 
to make in-app purchases. Since most viewers ultimately 
don’t make purchases, it’s important to determine how 
best to monetize an individual user. 
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“[If you’re likely to spend on IAPs], I don’t want to show 
a lot of ads to you. I want to try to move you down the 
funnel to make an IAP purchase,” said Ted Verani, vice 
president of global business development at Wappier, 
which helps app developers maximize revenues. 
“Similarly, I can also predict that if you’re probably unlikely 
to spend anything at all, then I should show more ads to 
you earlier on into the game.” 

AppsFlyer’s Rosenfelder made a similar point: “Users 
who monetize well with ads are users who are open to 
watching rewarded videos in return for in-game currency. 
Incorporating ads into the game loop in a thoughtful 
manner will ensure the user experience remains 
positive. Smart developers will segment their audiences 
accordingly. Also, it can be said that users who monetize 
well with ads are often not ‘pure gamers.’ They care less 
about the game loop and plot and are not as ‘loyal’ to 
specific titles, while installing and uninstalling at a much 
higher rate.”  

The pandemic has had another effect on app 
monetization, which is the rise of programmatic bidding. 
In the initial days of the pandemic, open marketplaces 
gained share due to their generally low prices. More 
recently, private marketplaces (PMPs) have gained share 
as publishers often form their own marketplace or join 
a consortium. 

On the PubMatic platform, for instance, PMP app 
spending grew 391% between late February and late 
June this year. “Our advertisers are just shifting their 
budgets into safety, if you will,” said Paulina Klimenko, 
senior vice president of corporate development and 
general manager of mobile at programmatic ad services 
provider PubMatic. “They’re looking for curated deals with 
Open Measurement SDK.” 

By the same token, in-app header bidding grew 26% YoY 
in Q2 2020 as publishers sought to maximize revenues, 
according to PubMatic. 

IOS RESHAPES THE APP  
ECONOMY WITH IOS 14 

As much as consumer behavior and the wider 

economic situation influence the app economy, 

Apple and Google do as well. With their commissions 

on IAPs and subscriptions, and with their rules 

surrounding data and advertising, they can make or 

break different monetization strategies. Recent moves 

by both companies, but especially changes currently 

set to take effect in early 2021 under Apple’s iOS 14, 

have upended app monetization. 

iOS 14 will make data tracking across apps much more 
difficult. Upon opening an app, iPhone owners will 
need to opt into allowing its use of Apple’s Identifier for 
Advertisers (IDFA), a persistent identity that can be used 
to track activity across apps—and the pop-up requesting 
an opt-in must follow Apple’s suggested wording closely. 
Without IDFA, advertisers will have less information with 
which to target their ads, and they will have less visibility 
into the activity that results from advertising. 

Although Apple initially gave developers and the 
app advertising ecosystem just three months to 
accommodate these changes by the launch of iOS 14 in 
September 2020, Apple recently pushed the changes to 
IDFA out to an unspecified date in early 2021. 

Even so, the changes are jarring to the industry. It’s 
unclear how many people will opt into tracking. Under 
iOS 13, iPhone users already have the ability to opt out 
of IDFA, but this Limit Ad Tracking (LAT) option exists in 
the operating system settings. According to marketing 
analytics firm Singular in March this year, over 30% of 
iPhone users in the US had signed up for LAT. 

But iOS 14 will eventually force all users to make a 
choice on whether to limit ad tracking or allow it. Industry 
estimates are that 50% to 95% of users will choose  
the LAT option with most estimates in the 85% to  
90% range. 
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Many publishers will not even choose to ask for 
permission, assuming that the opt-in rate will be low, 
and that some users will be driven from the platform 
altogether. For example, Facebook in late August 2020 
stated that it would not prompt users to opt in and would 
forgo using IDFA, although it has since backtracked on this 
move following Apple’s delay of the opt-in requirement. 

Adikteev, which offers retargeting strategies for apps, ran 
a test with the Apple pop-up to see how many players of 
a casual mobile game would agree to tracking and found 
that up to 73% would opt in, a surprisingly high number. 
Fewer opted in when first shown a pop-up or interstitial 
explaining why the game needed it. Although it’s one test 
and Adikteev cautioned that similar results may not be 
found in other types of mobile apps, it could also indicate 
that industry fears are overblown. 

Apple still needs to clarify exactly what type of tracking 
it will allow. There are ways to use hashed emails or IP 
addresses to track users across apps in a way that isn’t 
persistent. If Apple allows these solutions, the disruption 
to the ecosystem may be more limited. 

Apple also offers its own tracking solution, SKAdNetwork, 
which sends aggregated information about app installs 
via an application program interface (API). It provides a 
partial solution. Ad networks, publisher apps, and the 
apps that are advertising for an install all need to sign 
up to the API. But there are numerous limits, including 
delayed notification of conversions (24 to 48 hours), 
thresholds for conversions before notifications kick in, and 
limited campaign parameters, which greatly reduce the 
granularity of campaign performance. Above all, it sends 
no personal information. 

Most advertisers and developers find SKAdNetwork 
rudimentary at the moment, but the delay in the opt-in 
requirement until early 2021 will give Apple some time to 
develop the service. 

It also gives Apple a chance to clarify what exactly it will 
allow for tracking and the opt-in language in the prompt. 
Regardless, the changes that Apple is set to introduce 
could lead to a tectonic shift in the industry. “There are 
still a lot of details to be worked out on exactly how its 
systems are going to work in a post-IDFA world,” Austin 
of Branch Metrics said. “But so far, it definitely seems like 
a very apocalyptic scenario.” 

But not all are convinced that Apple wants to go down 
a path that will wipe out much of in-app advertising. “I 
don’t believe that Apple has any intent to disrupt the 
ecosystem,” Müller of Adjust said. “We’re talking about 
a $100 billion ecosystem. It’s a little naive to think that 
that much money wouldn’t find a way to be spent. Trying 
to see what really happens will probably take a little bit 
of patience.” 

Müller added that Google, which has its own Google 
Advertiser ID (GAID), will likely move more cautiously. 
“I think Google would definitely build in something that 
allows measurement simply because it is what makes 
demand tick,” he said. “And if you have no demand, you 
have no ecosystem. Google understands that on a more 
fundamental level, because it’s simply ingrained into how 
the company works.” 

Publisher Anger Over App Store Fees 
At the same time, Apple faces pressure from publishers 
over its App Store policies, including the recent 
roadblocks to streaming game subscriptions and the 30% 
fee for IAP purchases. On one side, traditional publishers, 
such as The New York Times, The Washington Post, and 
News Corp, are complaining about the lower fees offered 
to video channels, particularly Amazon Prime Video. 

On the other, Epic Games, maker of “Fortnite,” has 
become the latest publisher to rebel against the 30% 
fee for payments and Apple’s often strong-arm attempts 
to force payments to go through the app store. Epic 
intentionally violated Apple policy by offering its own 
payment system within its apps, and when Apple turned 
the update down, it sued. In response to Epic’s lawsuit, 
Apple withdrew update support for Epic’s Unreal Engine, 
which is used by many media companies for building 
3D visualizations. 

In late August 2020, a court issued a temporary 
restraining order forbidding Apple to withdraw support 
for Epic, but the issues remain unsettled. Although these 
battles are primarily between publishers and Apple, 
advertisers may see ancillary affects, such as fewer 
mobile games in which to advertise. 
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ADVERTISER TAKEAWAY: FIRST-PARTY 
DATA AND HIGHER-QUALITY ADS WILL 
BECOME MORE VALUABLE 
Regardless of whether Apple loosens its restrictions, 
publishers and advertisers are entering a new era in 
which consumer consent will be necessary for most uses 
of personal information. This change will have numerous 
effects on in-app advertising. 

Less ad effectiveness and lower CPMs: In H1 2020, 
Facebook ran a test among a group of app install ads in 
Audience Network. It found that personalized ranking 
generated 100% more revenues than nonpersonalized 
ranking. A more general drop in personalized advertising 
will likely lead to significant drop in CPMs. “If you talk to 
some people, they think it will be a 15% or 20% drop, 
while others say a single-digit drop,” said Tobias Dengel, 
CEO of mobile app and web development company 
WillowTree. “But the feeling is that a combination of an 
inventory increase with less effectiveness is going to 
drop CPMs.” 

These lower CPMs will have a few spillover effects. 
First, hypercasual games work on a model where they 
essentially arbitrage the difference between the cost 
of ads and the lifetime value of the players. With less-
effective ads and less clarity about the longer-term value 
of players, hypercasual game developers will need to 
reassess what they’re willing to bid for advertising. 
Eventually, many will come up with a new formula—but 
at a lower CPM—but others may not be able to find a 
business model that works. 

Second, it may push even more publishers to prioritize 
subscriptions over ads. Twitter, for instance, mentioned 
the possibility of adding a subscription option to offset 
lower ad fees resulting from the pandemic; a similar 
dynamic may occur following the introduction of iOS 
14. Subscriptions may emerge as a viable alternative to 
a devalued ad ecosystem, or as an alternate option for 
publishers seeking to create incentives for users to opt 
into IDFA—although it’s unclear whether Apple would 
accept the latter. 

User experience of ads becomes crucial. In order 
to get people to opt into IDFA, publishers will have to 
make a clear case as to why consumers should allow ad 
tracking. More importantly, they need to make ads that 
don’t detract from the user experience. “App owners and 
advertisers need to focus on creating stories that basically 
compel the audience to still choose the ‘yes’ button,” 
Raza of TekRevol said. “Now you really got to think of the 
value-driven advertisement ... where you understand your 
target audience and deliver the kind of advertisements 
that provides them something that they really like 
or need.” 

This is true of both ad-supported apps and hybrid apps 
that seek to convert a free user into a subscriber. 
Currently, these free-to-subscription conversions often 
rely on app retargeting ads on other sites. That will have 
to change. “Most of your marketing budget and energy 
is going to be within your own app experience using 
notifications, using emails, etc., to get people to convert,” 
Dengel said. “The way we think about it is that the 
product itself, the experience itself, becomes personalized 
vs. the marketing message being personalized.” 

First-party data will become even more important. 
“We have a lot of first-party data coming from the game 
developers,” said Natalia Vasilyeva, vice president of 
marketing at immersive advertising company Anzu.io. 
“We are in a good position here because the more the 
gamer shares with the game developer, the more the 
game developer shares with us, and the more we can 
help to bring more targeted advertising. And for sure, 
IDFA would make our life easier, but again, we can use 
other things that would help us to advertise.” 

The power of first-party data will also benefit the largest 
publishers, such as the large social media companies 
and Google, which have ample first-party data. They 
can personalize to a high degree just with information 
gathered on their owned and linked sites. Large 
publishers will also benefit from the scope of aggregated 
data they will be able to collect via SKAdNetwork, which 
should provide more data for probabilistic targeting. 
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Larger ad networks will thrive. The largest ad networks 
are also likely to benefit from the current structure of 
SKAdNetwork, since developers need to pre-register the 
ad networks that can bid in the campaign—and most 
publishers will look to networks with significant scale 
that can provide the richest aggregate data. According to 
Mada Seghete, co-founder of Branch Metrics, “It’s going 
to be harder for these small ad networks to actually exist, 
especially when you think of the gaming community.”  

KEY TAKEAWAYS 
 ■ The pandemic has led us to spend more time in 
apps, but not evenly. Social media, video streaming, 
gaming, news, fitness, education, business, and 
personal finance apps have seen traffic rise dramatically, 
while travel apps have fallen. Ad placements worldwide 
rose 70% in H1 2020, according to App Annie, although 
revenues grew at a much smaller pace due to falling 
advertiser demand and related lower CPMs. Even so, 
some companies managed strong growth, including 
AVOD services and social media networks. 

 ■ In-app purchases and subscriptions had very strong 
growth over the past year. Hybrid ad and IAP models 
have proliferated over the past few years, with ad 
revenues growing more quickly than IAP revenues. 
But in Q3 2019, this began to reverse. In particular, 
subscriptions and subscription revenues have grown 
rapidly. For advertisers, this means that they will 
increasingly find best results in ad formats that don’t 
detract from the user experience. 

 ■ iOS 14 will introduce an opt-in system for tracking 
data using IDFA, which looks likely to transform 
mobile marketing. The reduced precision of ads 
will limit their effectiveness and likely lead to a drop 
in CPMs. It will make immersive ads even more 
important, raising the value of first-party data. 
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