North American
) [5] [ .. .
Dlgltal Slgnage Index

4 A
platt ] retaill institute

Bringing Research Volume 1, Issue | 4th Quarter 2009

to Retai | SM

North American Digital Signage Index

In affiliation with Index Component Current DS Index Near-Term DS Index
(change vs. last quarter) (3-6 month outlook)

\ Firm Sales Revenue 133.05* 150.85* 13.38%**
’~, Firm Average Selling Prices 106.78* 108.47* 1.59%**
\' Number of Firm Employees 96.61* 123.73* 28.07%**
- Capital Expenditures 88.98* 116.10* 30.48%**
The Chicago SChOOl Industry Business Activity 125.42* 144.07* 14.86%**
Screens Deployed in Network 116.95* 127.12* 8.70%**

Screens Deployed in Industry 116.10* 136.44* 17.52%
New/Expanding DOOH Networks 110.17* 119.49* 8.46%**
Ad Spending on DOOH Networks 103.39* 122.03* 18.03%**
Total Change 110.83* 10.83%** 127.59* 15.12%**

Index by Sub -Segment

Sub-Segment Current DS Index Near-Term DS Index
(change vs. last quarter) (3-6 month outlook)

Software Firms 117.29* 134.10* 14.33%**
Hardware Firms 107.13* 128.05* 19.53%**
DOOH Networks 118.25* 137.69* 16.44%**
Professional Service Firms 88.98* 124.89* 14.47%**
Captive Networks 108.41* 114.59* 5.69%**
Content Firms 116.95* 123.93* 20.12%**
Agencies/Brands 111.88* 129.14* 15.43%**

The Current DS Index measures changes in the reported level of business/industry activity during the third
quarter 2009 versus the second quarter 2009.

US Office: The Near-Term DS Index measures estimates for changes in business/industry activity over the next three to
P.O. Box 158 six months.
Hinsdale, IL 60522 USA *Numbers are raw index scores. A score of 100 indicates neither growth nor a decline in the industry as com-
630.920.1844 pared to the prior period. A decline or value under 100 indicates a deteriorating or negative industry outlook. An
contact@plattretailinstitute.org increase or value over 100 indicates an improving or positive industry outlook.

**The percent is the change relative to the prior quarter.
EU Office :
Emma Gads Vej 12 NOTE: The second quarter of 2009 is the base quarter of 100. As the second quarter is the base year, over/
8600 Silkeborg Denmark under scoring of third quarter results may occur. This is a one-time event that will be self-correcting in the first

Phone: [45] 4045 8195 quarter 2010. This statistical anomaly does not apply to the Near-Term DS Index.
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Platt Retail Institute (PRI) at The Chicago School of Professional Psychology is
recognized worldwide as an industry-leading expert in research and consulting to
retailers, media companies, financial institutions, hardware, software, transmis-
sion, and other business enterprises seeking to impact the customer in-store ex-
perience. PRI delivers impartial business analyses and offers the strategic con-
sulting necessary to organizations considering the impact and benefits of a digital
communications network. PRI also publishes the quarterly Journal of Retail Ana-
Iytics and other pioneering industry research.

Steven Keith Platt, Director and Research Fellow; Kevin King, Director of Re-
search; and Justin Greenfield, Intern and Doctoral Student, are responsible for
this Report.

This Report is not to be reproduced or published, in any form or by
any means, without the express written permission of PRI. This mate-
rial is protected by copyright pursuant to Title 17 of the U.S. Code.
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Background

The Platt Retail Institute (PRI), in conjunction with its affiliate, the Chicago School,
has developed the North American Digital Signage Index (NADSI). The NADSI
measures changes in the sentiment of industry experts regarding business/
industry activity levels in the digital signage industry on a quarterly basis.

The NADSI has two components. The first is the Current DS Index, which meas-
ures changes in the reported level of business/industry activity during the third
quarter 2009 versus the second quarter 2009. The second is the Near-Term DS
Index, which measures estimates for changes in business/industry activity in the
digital signage industry over the next three to six months.

Survey participants represent a broad cross section of industry leaders, compris-
ing seven industry sub-segments including: software, hardware, DOOH networks,
professional services, captive networks, content providers and agency/brands.
PRI will be conducting the survey on a quarterly basis. The first survey was con-
ducted during the third quarter 2009, and released in the fourth quarter 2009.

PRI created the NADSI because as the digital signage industry continues to grow,
there is a need to measure activity from period to period. The NADSI measures
the current and expected rises and falls in industry activity. As such, the NADSI
will be an important source of market information, and also will raise broader
awareness for the industry.
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Commentary

The change in the Current DS Index for the third quarter is 10.83 percent above
the second quarter 2009. This level of industry activity, in the midst of a major
economic downturn, illTustrates the ul
ucts/services. Of the nine Index components, sales revenue and business activ-
ity registered the largest increases, while the capital expenditures and hiring
components declined the most.

The change in the Near-Term DS Index for the third quarter is 15.12 percent.
This reflects an optimistic outlook for the industry over the next three to six
months. Of the nine Index components, the sharp rebounds in planned capital
expenditures and hiring demonstrate that firms are ready to invest heavily in an-
ticipation of future growth. Estimated increases in selling prices (which outpace
the rate of inflation), and the level of new/expanding networks increased the
least, but were still in positive territory.

Chart 1: Change in NADSI

% Change

Next 3-6 Months

Sub-Segment Index

The following charts depict the Current DS Index scores and the Near-Term DS
Index scores for each of seven industry sub-segments.

Sub-Segment Current DS Index: DOOH Networks (+18.25 percent) and Soft-
ware Firms (+17.29 percent) recorded the highest change in the reported level of
business/industry activity during the third quarter 2009 versus the second quarter
2009 (see Chart 2).

Sub-Segment Near-Term DS Index: DOOH Networks (+37.69 percent) and Soft-
ware Firms (+34.10 percent) recorded the highest change in the estimated level
of business/industry activity over the three-to-six month period (see Chart 3).
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Chart 3: Sub-Segment Near-Term DS Index
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Responses to the subjective questions posed to participants found that financial
concerns, proof of effectiveness, market share and staying current on emerging
trends and business practices are major concerns for business managers. For the
industry as a whole, issues surrounding acceptance of the media, standardiza-
tion, and overexposure must be confronted. Similarly, measurement, network
reach, and cross-network standardization are important challenges viewed as

faced by ad-supported DOOH networks.

The Current DS Index substantially outperformed five major benchmarks. These
include U.S. Gross Domestic Product, Retail Sales, Total Advertising Revenue,

p1 r ’1 rlw Internet Ad Spending and Out-of-Home Revenue.
W4 Lt kL
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NOTE: As previously
indicated, because the
second quarter is the
base period, over/under
scoring of third quarter
results may occur. This
is a one-time event that
will be self-correcting in
the first quarter 2010.
This statistical anomaly
does not apply to the
Near-Term DS Index.
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Index Component Performance

Firm Sales Revenue

The change in company sales for the third quarter is 33.05 percent above the
second quarter 2009. To offer another perspective on firm sales for the third ver-
sus second quarter 2009, PRI also presents here the survey question responses,
which found 40.00 percent of respondents reporting that revenue in the third quar-
ter 2009 was slightly higher than during the second quarter; 21.70 percent report-
ing that revenue was about the same; and, 18.30 percent reporting that revenue
was much higher.

The Near-Term DS Index estimate for change in company sales over the next
three to six months shows an expected increase of 13.38 percent when compared
to the third quarter 2009.

Chart 4: Firm Sales Revenue

Firm Sales Revenue % Change
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Firm Average Selling Prices

The change in selling prices for the third quarter is 6.78 percent above the second
quarter 2009. To offer another perspective on firm average selling prices for the
third versus second quarter 2009, PRI also presents here the survey guestion re-
sponses, which found 63.30 percent of respondents reporting that firm average
selling prices in the third quarter 2009 were about the same as during the second
quarter; 16.70 percent reporting that firm average selling prices were slightly
higher; and, 3.30 percent reporting that firm average selling prices were slightly
lower.

The Near-Term DS Index estimate for the change in prices over the next three to
six months shows an expected increase of 1.59 percent when compared to the
third quarter 2009. When contrasted to the Consumer Price Index, which fell by
0.20 percent for the 12 months ending October 2009, this would indicate that
price increases are expected to outpace inflation.

Q4 2009 North American Digital Signage Index
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Chart 5: Firm Average Selling Prices

Firm Average Selling Prices % Change
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Number of Firm Employees

The change in the number of employees for the third quarter is 3.39 percent lower
than the second quarter 2009. To offer another perspective on the firm number of
employees for the third versus second quarter 2009, PRI also presents here the
survey question responses, which found 55.00 percent of respondents reporting
that the number of employees in the third quarter 2009 was about the same as
during the second quarter; 18.30 percent reporting that the number of employees
was slightly lower; and, 15.00 percent reporting that the number of employees
was slightly higher.

The Near-Term DS Index estimate for the change in the number of employees
over the next three to six months shows an expected increase of 28.07 percent
when compared to the third quarter 2009. When contrasted with a current unem-
ployment rate of 10.20 percent, this indicates that firms are aggressively building
for the future.

Chart 6: Number of Firm Employees

Number of Firm Employees % Change
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The change in capital investments for the third quarter is 11.02 percent lower than
the second quarter 2009. To offer another perspective on firm capital expenditure
for the third versus second quarter 2009, PRI also presents here the survey ques-
tion responses, which found 48.30 percent of respondents reporting that capital
expenditures in the third quarter 2009 were about the same as during the second
quarter; 18.3 percent reporting that capital expenditures were slightly lower; and,
10.00 percent reporting that capital expenditures were slightly higher.

The Near-Term DS Index estimate of the change in the level of capital investment
over the next three to six months shows an expected increase of 30.48 percent
when compared to the third quarter 2009. When contrasted with a 20.80 percent
third quarter year-on-year decline in the U.S. rate of business investment, this
again indicates the very positive out

Chart 7: Capital Expenditures

Capital Expenditures % Change

116.10

Next 3-6 Months

Industry Business Activity

The level of business activity for the third quarter is 25.42 percent above the sec-
ond quarter 2009. To offer another perspective on the level of business activity in
the industry for the third versus second quarter 2009, PRI also presents here the
survey question responses, which found 45.00 percent of respondents reporting
that the level of business activity in the third quarter 2009 was slightly higher than
during the second quarter; 26.70 percent reporting that business activity was
about the same; and 11.70 percent reporting that business activity was much
higher.

The Near-Term DS Index estimate for the change in business activity over the
next three to six months shows an expected increase of 14.86 percent when com-
pared to the third quarter 2009.
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Chart 8: Industry Business Activity

Industry Business Activity % Change

Next 3-6 Months

Screens Deployed in Network

The change in the number of screens deployed by operators for the third quarter
is 16.95 percent above the second quarter 2009. To offer another perspective on
the number of screens deployed in network for the third versus second quarter
2009, PRI also presents here the survey guestion responses, which found 21.70
percent of respondents reporting that the number of screens deployed in their net-
work in the third quarter 2009 was about the same or slightly higher than during
the second quarter; and, 10.00 percent reporting that the number of screens de-
ployed in their network was much higher.

The Near-Term DS Index estimate for the change in the number of screens to be
deployed by an operator over the next three to six months shows an expected
increase of 8.70 percent when compared to the third quarter 2009.

Chart 9: Screens Deployed in Network

Screens Deployed in Network % Change
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Screens Deployed in the Industry

i)

The change in the number of screens deployed in the industry for the third quarter
is 16.10 percent above the second quarter 2009. To offer another perspective on
the number of screens deployed in the industry for the third versus second quar-
ter 2009, PRI also presents here the survey question responses, which found
30.00 percent of respondents reporting that the number of screens deployed in
the industry in the third quarter 2009 was about the same as during the second
quarter; 26.70 percent reporting that the number of screens deployed in the in-
dustry was slightly higher; and, 8.30 percent reporting that the number of screens
deployed in the industry was much higher.

The Near-Term DS Index estimate for change in the number of screens to be de-
ployed in the industry over the next three to six months shows an expected in-
crease of 17.52 percent when compared to the third quarter 2009.

Chart 10: Screens Deployed in the Industry

Screens Deployed in the Industry % Change
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New/Expanding DOOH Networks

The change in the number of new/expanding DOOH networks in the industry for
the third quarter is 10.17 percent above the second quarter 2009. To offer another
perspective on the number of new/expanding DOOH networks in the industry for
the third versus second quarter 2009, PRI also presents here the survey question
responses, which found 33.30 percent of respondents reporting that the number
of new and/or expanding DOOH networks in the third quarter 2009 was slightly
higher than during the second quarter; 20.00 percent reporting that number of
new and/or expanding DOOH networks was about the same; and, 10.00 percent
reporting that number of new and/or expanding DOOH networks was slightly
lower.

The Near-Term DS Index estimate of new/expanding DOOH networks over the
next three to six months shows an expected increase of 8.46 percent when com-
pared to the third quarter 2009.
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Chart 11: New/Expanding DOOH Networks

New/Expanding DOOH Networks % Change
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Ad Spending on DOOH Networks

The change in DOOH network ad spending for the third quarter is 3.39 percent
above the second quarter 2009. To offer another perspective on ad spending on
DOOH networks for the third versus second quarter 2009, PRI also presents
here the survey question responses, which found 31.70 percent of respondents
reporting that ad spending on DOOH networks in the third quarter 2009 was
about the same as during the second quarter; 21.70 percent reporting that ad
spending on DOOH networks was slightly higher; and, 6.70 percent reporting
that ad spending on DOOH networks was much lower.

The Near-Term DS Index estimate for the change in ad spending over the next
three to six months shows an expected increase of 18.03 percent when com-
pared to the third quarter 2009. Th
mate that for 2004 to 2009, U.S. DOOH spending grew at a 16.40 percent com-
pound annual rate. However, as PQ Media includes in-movie and digital bill-
boards, among other things, in its estimate (which are not considered here), PQ

Medi ads estimate is not directly equi
solely for a comparison. For 2010-2014, PQ Media estimates that U.S. DOOH
spending wil/l grow at a 9.40 percent

mate for 2009-2013 is that U.S. DOOH spending will increase by a 13.50 percent
compound annual growth rate.
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Chart 12: Ad Spending on DOOH Networks
)
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