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Introduction

The emergence and growth of the photo merchandise market comes at a critical time for the photofinishing industry.
Growth rates for traditional 4” x 6” prints, once the staple of the photofinishing market, continue to fall, forcing vendors
to find new sources of imaging revenues and profits. Previous InfoTrends studies have shown that photo merchandise,
ranging from calendars and photo books to greeting cards and novelty items, has significantly higher profit margins than
prints and is one of the segments in the photo industry where there is significant growth potential.

This fast-growing market has been fueled by the explosion of digital photos, digital printing technologies, and e-commerce.
The growth in social networking sites has also opened up new opportunities for people to share their digital photo content,
further increasing the potential for photo merchandise creation beyond the user’s personal photos. Today, it is easier

than ever for consumers to use content from a variety of sources to create photo products and gifts that express their
personality and provide value beyond a 4” x 6” print. It has also become increasingly easy for individuals, organizations,
businesses and creative professionals alike to engage in short-run publishing of photo-centric content, thereby
accelerating the pace of adoption in an already burgeoning market.

Currently, the vast majority of photo merchandise is created when consumers apply digital photos to product design
templates. There’s a plethora of photo products available, with categories that include greeting cards, photo books,
calendars, photo collages, and other specialty photo products. Each product has its own production methods, pricing, and
purchase drivers.

Despite the rapid growth of the photo merchandise market there are numerous challenges that industry players must
better understand, including:

« A high degree of seasonality for many products

« Differing levels of price sensitivity / elasticity

A variety of ordering, design and production methods, including many manual-based processes

« Numerous industry suppliers with different resources and skills

* Numerous vendors that offer different products, and have varying degrees of customer adoption and loyalty
¢ A short “window of uniqueness” for new photo products

+ Asignificant overlap of industry alliances and competition

InfoTrends is conducting a detailed study of the U.S. and European photo merchandise markets to provide technology
vendors, imaging service providers, and other industry players with the information and insights they need to capitalize on
the potential of this growing market.

Project Objectives

This study is designed to provide companies that are interested in the U.S. and Western European photo merchandise
markets with critical business planning information. It will:

» Segment and profile the customers for photo merchandise including:

Demographics
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Purchasing patterns (seasonality, retail vs. online) and purchasing locations
Interest and awareness
Typical workflows
Barriers to adoption
Receptiveness to various price points
Sources of content used to develop merchandise products
Unmet needs / satisfaction levels
Interest in the concept of photo publishing
» Examine differences in market size and structure by region
u.s.
Western Europe (focus on U.K., France, Germany)
+ Identify key industry players (B2C and B2B)
Vendors interfacing with consumers (design services, shopping cart, manage and share services)
- Retail locations
- Online services
- Desktop solutions (the “Do it Yourself” category)
Suppliers interfacing with vendors (fulfillment, net-to-store, etc.)
» Forecast the market for photo merchandise by key product categories
Photo cards (single/double-sided, flat/folded)
Photo books
Calendars (bound, single-page)
Specialty photo prints (enlargements larger than 8” x 10”, posters, framed prints, photo collage prints, canvas prints)
« Identify opportunities and strategies for technology vendors and service providers
Go-to-market
Production
Profitable segments
Adjacent markets
Positioning
Market development

Partnering
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As part of its overall analysis of the market, InfoTrends will compare the results of its 2006 consumer survey on photo
merchandise with the results of survey work conducted as part of this project. We will identify key differences in the
purchase patterns of U.S. buyers, as well as any changes in customer demographics and awareness among U.S.
consumers.

Forecasts for the Western European market will be broken out in detail for France, Germany and the U.K. An aggregate
forecast will be provided for the total Western European market.
Market Research

The research for this study will include an extensive review of new research conducted specifically for this project, as well
as existing research and interviews with retailers, service providers and suppliers. Ultimately, the research will identify
market segments, critical success factors, customer requirements, usage patterns, purchasing plans, and other items that
will drive vendors’ products, services, and marketing and sales activities.

Secondary Research
InfoTrends has conducted extensive research over the past 24 months with technology vendors, service providers, and
consumers related to digital imaging. Relevant research reports that we can leverage when compiling this study include:

+ Online Photo Services Forecast

» Photo Kiosk and Retail Digital Photofinishing Forecast

« U.S. Digital Photo Prints Forecast

» Western European Consumer Photo Prints Forecast

* North American Professional Photography Study*

* Online Photo Services End-User Survey*

* Digital Home Photo Printing End-User Study*

* Retail Photo Printing End-User Study*

» Western European Digital Photography Survey: Digital Cameras and Photo Printing*

*Reports based on at least 1,000 structured interviews

We will also thoroughly examine existing market information on key applications, market segments, competitors, and
product categories. InfoTrends anticipates utilizing a variety of sources, including:

* Industry trade associations

Published industry reports
* Web sites
» Government statistics

* Industry databases
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¢ Vendor white papers

» Research reports
In-Depth Interviews with Industry Players

InfoTrends will conduct a series of in-depth interviews with critical industry vendors and content owners in both the U.S.
and Europe. The intent of the interviews will be to map out the structure of the industry, quantify the market size, and
understand how the market will develop in the coming years. Interviews will be conducted with:

* Photo merchandise providers
+ Retail and online photofinishing vendors

« Digital photo application vendors

Suppliers (companies that produce photo merchandise but may not necessarily interact with the consumer)

« Content owners (e.g. sports teams, hotels/resorts, amusement parks, photography agencies)
Structured Consumer Survey

InfoTrends will conduct a structured web survey with consumers in the U.S., France, Germany and the U.K. This survey
will explore end-user attributes, purchase motivators and behavior, product awareness, and other factors influencing the
growth of photo merchandise. We will also test ideas for non-seasonal opportunities (i.e. fundraisers, family events, clubs
& sports). In addition to the web surveys, InfoTrends will also conduct an omnibus survey in Italy and Spain.

Analysis and Project Deliverables

InfoTrends will conduct extensive analysis of the desk research, the in-depth interviews, and the structured survey to
develop a comprehensive understanding of the market’s opportunities and issues. The project deliverables will include:

* Report addressing key issues, findings, and overall recommendations

» Market forecast for the US with supporting assumptions

Market forecast for Western Europe with supporting assumptions

Analysis of regionally specific survey data

* Presentation for internal communication of the research results (PowerPoint)

Data book of the survey tabulations for additional analysis
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Project Schedule

InfoTrends intends to begin this project in May 2008. Based on the following schedule, the project will be completed with
material distributed by September 2008. Throughout the project, InfoTrends will issue regular updates on the project

status.
Milestone Completion
Desk research May
In-depth interviews with industry players June/July
Consumer surveys June
Market analysis and forecast July/August
Report and presentation delivery September

Terms and Conditions
Liability for Advice

Although reasonable efforts will be made by InfoTrends to ensure the completeness and accuracy of the information
contained in written and oral reports in connection with the proposed study, no liability can be accepted by InfoTrends for
the results of any actions taken by the client in connection with such information, opinions, or advice.

Copyrights
InfoTrends retains all copyrights. The reproduction of any materials is prohibited without written consent from InfoTrends.
Conydentiality

InfoTrends will use its best efforts to ensure that any confidential information obtained about the client and its business
during the course of the proposed study is not, unless agreed otherwise in advance, disclosed to any third party without
the prior written permission of the client. InfoTrends retains the right to re-use any non-proprietary information as part of its
ongoing analysis of the office automation and printing and publishing industries.

Timely Delivery

InfoTrends will take all reasonable steps to ensure that the time scales called for by the proposed study are met in
accordance with the agreed-upon schedule, but no liability can be accepted for the consequences of delays, howsoever
caused.

Terms

One half of fee upon initiation and one half upon report delivery.
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Authorization Form
Photo Merchandise Products for the U.S. and European Markets

For more information on the study or how to order, please send an e-mail to sales@infotrends.com. Please enter my order
as follows (fax completed form to +1 781 616 2121):

Early Subscriber Rates (by May 16, 2008)

[J Both regions which includes the following: $15,995
* Report addressing key issues, findings, and overall recommendations
» Market forecast for two regions
* Analysis of all regionally specific survey data
* PowerPoint presentation with top-level survey results
[J One region which includes the following: $10,995
* Report addressing key issues, findings, and overall recommendations
» Market forecast forone regions
* Analysis of all regionally specific survey data (one region)

* PowerPoint presentation with top-level survey results

Subsciber Rates (after May 16, 2008)
[J Both regions $16,995

[J One region $11,995

Additional Options:

[1 Data tabulations (both regions) $1,995
[1 Data tabulations (one region) $1,495
[0 A personal presentation $2,500 (plus travel expenses)

Purchase order number:

Signature

Name

Title

Company

Address

City, State, Zip

Country

Telephone

E-mail
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