
Google’s ad business withstands slowdown 
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A wave of relief washed over Wall Street on Thursday afternoon as Google revealed that its 
search engine advertising business had stood up better than expected in the face of the US 
economic slowdown and adjustments it had made to improve the quality of its own systems. 
 
Google’s shares jumped by nearly 12 per cent in after-hours trading. 
 
The company reported growth in net revenue of 46 per cent in the first three months of the 
year, to $3.7bn. Though a further deceleration from the 52 per cent growth of the preceding 
three months, which at the time had worried investors, the performance was at least stronger 
than the 42 per cent growth most analysts had expected. 
 
The solid performance came despite an expected fall-off in “paid clicks,” or the number of 
times users click on adverts on the company’s search sites. The growth in clicks dropped to 20 
per cent from a year before, down from 30 per cent in the final months of last year and 45 per 
cent in the preceding quarter. 
 
The deceleration in click growth has come as Google has made adjustments to its systems to 
try to reduce the number of accidental clicks for which advertisers are charged, and to prune 
the lowest-quality adverts that consumers do not find useful. 
 
Wall Street has worried, however, that the company would not be able to raise its “price per 
click”, or the amount paid for each impression, enough to offset this fall-off. There have also 
been worries that a slowdown in US consumer spending would expose an increasing degree of 
cyclicality in the search business. 
 
Earnings also came in well ahead of estimates for the first quarter, as net income jumped by 
31 per cent, to $1.31bn. On the pro forma basis on which Wall Street judges the company, 
earnings per share reached $4.84, compared with analysts’ expectations of $4.52. 
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