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In a bid for new sources of revenue, some Internet retailers have begun selling one of the Web's hottest commodities: online advertisements.

Last week, Amazon.com Inc. quietly began testing the sale of display ads on its home page to companies such as Ford Motor Co. and Fidelity Investments. The move comes a month after Home Depot announced it was running ads on its site. Wal-Mart, meanwhile, is selling space on its main page promoting everything from Motorola cellphones to Kleenex tissues.


Ryobi is one of the companies that has begun running ads on Home Depot's Web site

The retailers want to exploit their heavy traffic, which makes their pages prime real estate for marketers. But they are taking different approaches to their ad sales. Amazon will run ads from companies that don't sell products on its site, such as Ford, while Home Depot Inc. and Wal-Mart Stores Inc. only take ads from their suppliers.

The moves come with relatively little risk, analysts said, as long as retailers find ways to incorporate the ads so as not to annoy shoppers. By taking ads from major vendors, retailers gain not only additional revenue, but they can also improve their chances of selling the manufacturers' products.

The retailers are embracing Web advertising at a time when marketers are shifting more of their ad budgets to the Internet from newspapers, television and other media. U.S. sales of Internet advertising rose 30% to a record $12.5 billion last year, according to the Interactive Advertising Bureau, a trade group for marketers.

The challenge for Web retailers will be balancing the amount of advertising they run with maintaining sites that shoppers find easy to use. "I don't think anyone wants their site to look like Nascar [car] ads, because it really distracts from the shopping experience," said Heather Dougherty, a retail analyst for Nielsen/NetRatings. 

Ford's 'Bold Move'
Amazon, which sells everything from books to lawnmowers, drew 37.6 million unique visitors in July, making it one of the 10 most popular Internet destinations, according to Nielsen. The Seattle-based company began testing ads on its site last week because the revenue "allows us to even further lower product prices for customers," said a spokesman.

Ford is one of the first companies to participate in Amazon's program. The auto maker ran a display ad Monday that appeared on the main page for registered Amazon users. The ad is part of Ford's "Bold Moves" campaign, a series of weekly videos that show consumers how the troubled company is trying to revamp itself. The ad included a link to a site with a video1 about the new Ford Shelby GT.

Amazon approached JWT Detroit, Ford's ad agency, about the opportunity to run ads on the site. Ford decided to buy the spot because the store's DVDs, CDs and other entertainment offerings "mesh well" with Ford's promotional-video site, and because it relished being one of the first advertisers on Amazon, said Ford spokeswoman Colleen Robar. She declined to say how much Ford spent on the ad and said the company hasn't decided whether to run more ads on Amazon.

Fidelity Investments began running ads last week on Amazon to promote its money-market funds. The ads are an extension of an agreement reached earlier this year in which Fidelity is the main sponsor of a financial-services store on Amazon's site, said Fidelity spokesman Stephen Austin. It "is another example of the effort to bring Fidelity content to places where Fidelity's customers and other individual investors may be," said Mr. Austin. He declined to disclose the cost of the ads, adding that "we're pleased with the results so far."

Reaching Customers
Home Depot began selling ads on its site in recent months to suppliers such as faucet makers Moen Inc. and Delta Faucet Co., and toolmaker Ryobi. The ads don't appear on the retailer's home page, but are featured within sections of the site devoted to specific product categories, and alongside search results. In order to keep customers on its site, Home Depot doesn't allow the vendors' ads to feature links to their own sites. (In contrast, the ads on Amazon link to the advertisers' sites.)

"We saw this as an effective way to let vendors talk directly to our customers, which benefits the vendors, it benefits the customers and it benefits us," said Greg Foglesong, director of Web marketing and sales for Atlanta-based Home Depot. The company's Web site drew 11 million unique visitors in June, according to Nielsen.

Lowe's Companies Inc., Home Depot's main rival, is not selling ads on its site. But a spokeswoman said the company, based in Mooresville, N.C., might do so in the future.

Delta Faucet said it decided to run ads on the Home Depot site because it seemed like a good way to reach a highly targeted audience. "We're trying to reach the consumer close to the purchasing decision," said Joao Rodrigues, a marketing executive for the Delta brand, which is a unit of Masco Corp.

Ryobi ran ads for its pressure washer on HomeDepot.com for about a month starting in late June – the first-ever online ads for the brand. The ads helped Ryobi buoy sagging sales this year for the product, which is only sold through Home Depot, said Steve Moore, a director of marketing for Hong-Kong-based Techtronic Industries Co. Ltd., Ryobi's parent. He said the company likely will run similar ads on the site next spring. "It makes a natural fit," said Mr. Moore.

Seeking Balance
Walmart.com, which had 19.5 million unique monthly visitors in June according to Nielsen, has recently featured ads for Fruit of the Loom undergarments, Motorola Inc.'s Razr cellphone and Kimberly-Clark Corp.'s Kleenex brand. When users click on the ads, they land on a page within Wal-Mart's site that features detailed information about particular products.

"This is a cost-effective online marketing vehicle that supports our stores and suppliers in providing customers additional awareness and enhanced understanding of products available in our stores," said Amy Colella, a spokeswoman for the Bentonville, Ark., company. She described the ads as similar to those shown by vendors on televisions inside Wal-Mart stores.

Some smaller online retailers have sold ads on their sites for years. Amazon rival Buy.com, for example, has run ads from Netflix and other advertisers -- primarily marketers that focus on online sales -- since 1999.

"Financially, it seems like a win-win," said Larry Freed, chief executive of ForeSee Results Inc., an e-commerce research firm in Ann Arbor, Mich. "The challenge for the Web sites is the balance of that promotion and revenue source with satisfying their customers. You don't want those ads to get in the way of the consumer getting the information they want."

