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Agenda

o The Economy and Why It Matters
Less Than You Think

o Commercial Printing Industry:
Where It’'s Been and Where It’s Headed

o Media Shifts and What They Mean

o Industry Restructuring:
Pain & Gain? Just Pain?
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Economic Snapshot

Year/Year

Last 6 months,

Last 3 months,

annualized annualized
GDP (Q1-10) 2.6% 4 0% 3.2%
Productivity (Q4-09) 5.8% 7.2% 6.7%
Real earnings (Q1-10) -0.3% 3.0% 1.2%
CPI (3/10) 2.3% 1.5% 3.1%
PPI (3/10) 6.0% 6.9% 6.8%
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Uncle Ben's Great Cash Giveaway

St. Louis Adjusted Monetary Base (BASENS)
Source: Federal Reserve Bank of 5t. Louis
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6% Year/Year Percentage Change in Real GDP vs. Real Proprietors' Income

Original data source: Bureau of Economic Analysis; © 2010 WhatTheyThink Economics & Research Center

o One of the few timely measures of aggregate small business economic activity in is "proprietors' income”
4% which is part of the GDP and personal income reports. This data series turned negative 3 quarters before
the official start of the recession and has been negative for 12 quarters until a gain in Q1-2010.

@ Real GDP
2% B Real Proprietors’ Income

0%
2006- 2006- 2006- 2006- 2007- 2007- 2007- 2007- 2008- 2008- 2008- 2008- 2009- 2009- 2009- 2009- 2010-
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

2%
In today's dollars, the
most recent high in real
proprietors income was in
o Q1-2006 when it reached Real
-4% $1.19 trillion; for Q1-2010, Proprietors’
it was $1.06 trillion. Income
-4.5%
-5.5%
'6% -3.3%
-0.2%
1.2%
-8%

Book Manuf s Inc.

WhatTheyTh[nkz © 2010, WhatTheyThink 5




Inflation Adjustment Reveals True
Trends: Use These Multipliers

Inflation weights Us Canada
2004 1.135 1.089
2005 1.097 1.066
2006 1.070 1.049
2007 1.028 1.025
2008 1.027 1.013
2009 1.000 1.000
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The Good & the Bad Of It

'4

ISM reports imply +5-6%
economic growth

Inflation tame at consumer
level

Business investment in new
technologies

High cash levels of
corporations for new
investment, and new
initiatives

Commodity prices rising,
signaling increased activity
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Inflation worries
o Fed will be too slow

Trade troubles
e Mexico, Brazil, Canada

Weak dollar

Stubborn unemployment
Disposable personal income
moving sideways

Upcoming tax changes shift
income-producing efforts to
2010, and won’t be
duplicated in 2011



The Recovery of 1980-1982

o Digital technology reduced the cost of print, especially
process color, opening new markets and shorter run
lengths for color

o Computer technologies improve data capture and
management, stimulating direct marketing

o Interest rates were high, and decreases through the 1980s
allowed for better cash flows and financing strategies that
made investment easier

o Declining inflation, investment incentives
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The Recovery of 2010

o Alternatives to print in the form of digital media capture
the hearts and minds of communicators because of costs
and instant feedback

o Mobile technology creates communications freedom
o Interest rates are low, and will be rising
« Inflation likely to rise, no general investment incentives

o Computer & communications investments stimulate
methods that avoid print

o Printis viewed as environmentally unwise
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PRINTING INDUSTRY
SHIPMENTS & PROFITS

Based on US Commerce Department Quarterly
Financial Report, M3 Shipments, BLS CPI
©2010, WhatTheyThink
Economics & Research Center

Previous profits bottom before =

latest downturn Q1 to Q4 2005, $3.6B

Latest data, Q1-2009
to Q4-2009, $700 million

Most recent bottom, Q4 2008

1— -
to Q3 2009, loss of $2.12B
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Orphaned Volume in a New Home?

or

Is Commercial Printing Business Getting Better?

Business up 6+%

Number of Employees

Survey All
Date Respondents 1-9 10-19 20-49 50+
Mar-08 19% 16% 31% 24% 17%
Jun-08 26% 25% 33% 27% 21%
Sep-08 23% 20% 32% 18% 23%
Dec-08 18% 16% 24% 19% 22%
Mar-09 12% 13% 14% 9% 5%
Jun-09 10% 11% 11% 10% 4%
Sep-09 11% 12% 12% 14% 4%
Dec-09 9% 9% 11% 10% 3%
Apr-10 21% 21% 21% 22% 21%
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Remember — there are approximately 3-4,000 fewer print establishments

since September 2008 when results were this high
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WTT Forecasts (20105)

FORECASTS BY STATISTICAL MODELS WTT ERC

Conservative Aggressive GDP (+2%) quoar’ff;g;e
2010 $82.4 $82.0 $103.1 $82.0
2011 $75.0 $76.6 $101.3 $76.0
2012 $69.3 $69.3 $99.4 $71.0
2013 $64.0 $61.6 $97.4 $64.0
2014 $59.1 $53.5 $95.4 $59.0
2015 $54.6 $44.9 $93.4 $54.0
2016 $50.5 $35.8 $91.4 $51.0
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——Book Publishing

—Printing

v

Employment (Index 2005=100)
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$90 -
$85

Inflation-adjusted and Annualized Publishing and Advertising Revenues
Source data: U.S. Department of Commerce Quarterly Services Survey; Data in $Billions
Analysis © 2010 What TheyThink Economics & Research Center
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Ad-based Media in Sharp Decline

Silicon Alley Insider A/ Chart of the Day

Ad Spending By Media Type: 2009 vs. 2008

-30% -25% -20% -15% -10% -5% 0o 5% 10%

TV Overall

MNetwork TV

Cable TV
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Spanish TV
Magazines Owverall
Consumer Magazines
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Radio Overall

Local Radio

Mational Spot Radio
Metwaork Radio
Outdoor

Saurce: Kantar Media Internet (Display only)
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Change in Magazine Circulation, Population
Growth, and Magazine Titles, 1970-2008
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140 Annual US Household Broadband Hours and the Statistical

Relationship with Annual US Commercial Printing Volume
Original data: number of households from US Department of the Census, commercial printing volume based on
US Department of Commerce M3 manufacturing shipments adjusted by Bureau of Labor Stafistics Consumer
120 Price Index, broadband penetration and hours online based on surveys by Harris Interactive

100 —Billions of Household Broadband Hours

——Billions of Inflation-adjusted Printing $

% of adults with Mean hours / week

80 broadband at home spent online Regression analysis (r-squared = 72%)

3% shows that for every additional hour of
o broadband time spent online at home,

6% : -

. US commercial printing volume

60 10% declines by $2.00
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My How We’ve Changed

e Almost 3 years ago... * |[n2010
- noiPhone
- no Twitter

- Facebook was obscure web o
site - 400+ million Facebook users

- 100+ million Facebook
Mobile users

I. I.l i WhatTheyTh[nkz © 2010, WhatTheyThink

- 34+ million iPhones

- 106+ million Twitter users
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Who Would Have Thought?

OLD LEADER | NEW LEADERS?
Mobile (,;.:_‘
Entertainment -
Music Retailing I_nmtﬂ iITunes
iTunes hulu
Broadcast .
You [T
" » streaming, .
Audio = podcasts ITunes
BARNESS-NOBLE | iTunes
Books 0 amazon.com

all trademarks are property of their owners
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Morgan Stanley: Global Social Media
Now > E-Mail in Users & Time

Global Users, 11/06 — 12/09 Global Time Spent, 11/06 — 12/09

Social Networking Users
Surpassed Email = 7/09
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The Nature of Print is Changing

Permanence physical & stored always accessible

Portability take with you connect on multiple devices

ROI f(design, content, budget) deployment-related

Intent nudge lure

Cross media serial parallel

Reference point authoritative single source gateway to context

Media selection controlled saturation

Personalization pre-selected recipient-selected

Direct response targeted from above groundswell
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transactional /
transpromotional

television advertis-
ing (broadcast, cable,
satellite)

widgets

video game
(in-game)
advertising

radio adver-
tising

. search
engine mar-

keting

.

mobile
phone apps

Marketing/
Advertising
Budget

viral/word of

mouth

hmmi [WhatThey Think?)

Book Manufacturers

wallpaper,
ringtones

podcast(s) print

magazine/
newspaper
advertising

social networking

sites (MySpace,
Facehook, Linkedln)

outdoor
graphics/large-

format/
vehicle wraps
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More Choices, More Opportunities?

The Media, V.1

©2009 What They Think

PULL
(market comes
to you)

www.tinyurl.com/mediachart

ONLINE

website design, website inquiries &
customer support, search engines,
downloadables
(white papers, product info)

OFFLINE

trade shows, directories, word of mouth,
location, brand name, general reputation
& corp image, 800# & other phone,
inquiry responses

COLLABORATIVE
(interactive)

Facebook, MySpace, LinkedIn, blogs,
forums, e-commerce dealers, market
research, online personalization

associations, organizations, events,
training, seminars, dealers & distributors,
user groups, market research, sales
personnel

PUSH
(you reach out
to market)

website promotion, e-mail campaigns,
Twitter, blogs, search engine
optimization, YouTube, podcasts,
webinars

signage, storefront, events, space
advertising, broadcast advertising,
billboard, specialties, traditional public
relations, spokespeople, direct mail,
sponsorships, product placement,
physical environment, POS/POP
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Renewing the Printing Industry
Concept #1.:

Stay ahead of the clients;
ignore the competitors
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Renewing the Printing Industry
Concept #2:

Traditions and mismatch
of capital
with marketplace
limit the ability to
implement change
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AOL/Time Warner 1/10/2000

e Steve Case

— “This is a historic moment in which new media
has truly come of age.”

e Gerald M. Levin

— “...unprecedented and instantaneous access to
every form of media and to unleash immense
possibilities for economic growth, human
understanding and creative expression.”
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Renewing the Printing Industry
Concept #3:

Focus on client's total
communications ROI,
especially for non-print initiatives
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Is This Really New?
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How Might Publishing Change?

TRADITION EMERGING
Authoring Content creation
Editing Content direction
Publishing Content packaging
Marketing Buzz, digital communities
Printing Content deployment
Inventory Server farm/"the cloud"
Distribution Telecom
Final user Community member
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The Cultural Shift that is
Underway in the Printing Business

WHAT WE'VE BEEN | WHAT WE'RE BECOMING
task-based | ROI-based

no responsibility § full responsibility

project | process

deliver & store | broadcast & maintain

doing | managing

single medium | multiple media

strategy-ignorant | strategy advisor

client-agnostic | client-curious

medium dependent | medium proactive

getting business | creating business
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