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» Methods ¢ ADVERNOMICS
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Primary Objective: ¢ Valid statements on the German promotional products market from the point of
view of users

& Function and obstacles of, as well as expectations on, promotional products

Procedure: ¢, Selection criteria: size of company, branch of industry and the regional
distribution (federal state)

& Selection of an appropriate disproportionately structured, representative sample
of telephone numbers

& Survey method: computer-aided telephone interview (CATI) using a
standardized questionnaire

¢ Duration: 4 weeks (October — November)

Target person: & Management, marketing management or sales management
Population: & 3.17 million companies (Federal Statistical Office, as of December 31, 2005)
Sample: ¢ 1,054 companies were surveyed according to the following set target:

: Percentage of the Percentage of the sample
Size of company . . :
population (disproportionate)
Smallest (0-9 employees subject to social insurance contribution) 90.9%
1

Small (10-49 employees subject to social insurance contribution) 7.3% 5%

Medium (50-249 employees subject to social insurance contribution)

3 Large (250+ employees subject to social insurance contribution) 0.3% 20%
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& Press Conference |

& Press Conference
¢ Users According to users, expenses for promotional products we re
¢ Non-Users approximately € 3.11 billion in 2006.

& Excursus:
advertising effect

Two clear approaches appeared for a positive further deve lopment of
the entire promotional products industry:

|. Intensification or expansion of consultancy services f or the use of
promotional products increases their use!

ll. The basic conditions for promotional products as far a s tax and
politics are concerned cause considerable uncertainty am ong users!

5
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Use of promotional products by size of company
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& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect
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50% of all companies located in Germany make use of
promotional products in their corporate communications.

Smallest (n=502) Small (n=160)

1.38 0.16
million million

Medium (n= 164) Large (n=228)

0.01
million

Industry Monitor B-to-B Analysis  Basis: 1054 companies, representative Stated in %

Question S1+S2: Does your company use promotional products or promotional gifts in communications with your customers? By “"promotional
products”, we mean products (three dimensional, with company logo or an advertising message), that are given away free of charge to

marketing target groups for purposes of advertising
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LT Number of [
‘. umber or companies
% Methods INDEX using promotional
& Press Conference | 100 F;L%?Jus(;tﬁ’dlsn
@ Press Conference Il J — Financial and insurance business (n=8) 22
& Users
O — Other public/personal services (n=gs) 152
& Non-Users
& EXCUISUS: G - Trade, _malntenance/repalr of (n=236) 354
Advertising effect vehicles/consumer goods
C — Mining and non-metallic minerals (n=5) 1
M — Teaching and education (n=30) 28
F - Construction (n=119) 156
| — Communications and information transmission (n=53) 64
D — Manufacturing industry  (n=gs) 140
N — Health care, veterinary medicine and sqmal (n=50) 116
services
E — Energy and water supply (n=3) 5
K — Real estate, housing, leasing (n=302) 416
H — Hotel and restaurant industry (n=80) 128
1.58
. . : : : million
7 Industry Monitor B-to-B Analysis Basis: 1054 companies, representative

*Reading example: The construction industry used promotional products 14 % more frequently (INDEX 114) than the
average German company.

© Advernomics 2007




Volume of promotional products in 2006
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& Methods

& Press Conference |
& Press Conference |l
& Users

& Non-Users

& Excursus:
Advertising effect
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Products/give-aways
with and

_ without logo (30%)
Promotional products

with logo (56%)

Volume: Volume:
€ 3.11 billion € 1.34 billion

Promotional products/volume in Germany

Basis: 525 Companies that use promotional products
Industry Monitor B-to-B Analysis Basis: companies, representative

Half of German companies use promotional products w
of approx. € 3.11 billion.

ith a total volume




Volume of promotional products in 2006 by

size of company
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& Methods
& Press Conference |
& Press Conference |l
& Users
& Non-Users

& Excursus:
Advertising effect

© Advernomics 2007

Products/give-
aways with and
withouj logo (31%)

Smallest (n=241)

Promotional
products
with logo (54%)

Volume:
€ 0.93 billion

Volume:
€ 1.61 billion

Volume of promotional products: € 1.61 billion

Products/give-
aways with and
withouj logo (26%)

Medium (n=118)

Promotional
products
with logo (70%)

Volume:
€ 0.08 hillion

Volume:
€ 0.33 billion

Volume of promotional products: € 0.33 billion

Basis: Companies that use promotional products
Industry Monitor B-to-B Analysis

Products/give-
aways with and
without logo (19%)

Small (n=107)

Promotional
products
with logo (72%)

Volume:
€ 0.26 billion.

Volume:
€ 0.76 billion

Volume of promotional products: € 0,76 billion

Products/give-
aways with and
without logo (32%)

Large (n=195)

Promotional
products
with logo (66%)

Volume:
€ 0.13 hillion

Volume:
€ 0.41 billion

Volume of promotional products: € 0.41 billion

Basis: companies, representative

Question 2: How much are you spending for promotional products in the current business year of 2006?
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& Methods

& Press Conference |

¢ Press Conference I| Development of real spending on promotional product in recent years

& Users

Top 2 Box : ,strong increase” + ,increase”
& Non-Users

¢ Excursus: INDEX
Advertising effect 100

Companies with

(n=120)
consultancy
Companies without -
consultancy
Basis: 525 Companies that use promotional products
10 Industry Monitor B-to-B Analysis Basis: companies, representative

*Reading example: companies with consultancy have increased their spending on promotional products 48% more frequently
(INDEX 148) than the average German company

© Advernomics 2007
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& Press Conference |

¢ Press Conference Il Top 2 Box: ,agree wholeheartedly + ,agree*

B Smallest/Small (n=347)

M Medium/Large (n=313)

& Non-Users

& Excursus:
Advertising effect

The fact that the obligation to provide
proof of recipient varies from one tax
office to another creates uncertainty

33%

The legal regulations for using
promotional products are too unclear for
me

Basis: 525 Companies that use promotional products
11 Industry Monitor B-to-B Analysis Basis: companies, representative

© Advernomics 2007




< ADVERNOMICS

Press Conference |l — results

Potential of promotional
products




< ADVERNOMICS

Potential I:

Users of promotional
products




, Promotional products in sales comparison ¢ ADVERNOMICS

\/
¢ Methods & Promotional products take third place in a sales comparison with the most important
¢ Press Conference | and largest communications instruments. Compared to radio and online offers,
@ Press Conference Il promotional products are at a far higher level.

& Users & Promotional products are approaching the level of television more and more. In the past

few years, television has dropped
¢ Excursus: slightly (-12.1% since 2001),

Advertising effect

& Non-Users

Net advertising revenues of ascertainable

while promotional products advertising vehicles in Germany*  (in millions of
were still near their 2001 euros)
level in 2006. Television Promotional products
. Newspapers/magazines — —Radio
¢ Newspapers and magazines have - - - Online offers

12.000 € -

the highest sales, with a total

sales volume of approximately \

€ 9.35 billion (2005). However,
they too have seen sales fall by
nearly 14.5% since 2001.

8.000 €

4.000 € - T
0e S oo oo ooodoocococo oo o .
2001 2002 2003 2004 2005 2006
*Source: ZAW (without promotional products) ,Advertising in
14 Germany 2006"

© Advernomics 2007 Sales comparison: third place for promotional products!




Future development of spending on promotional _
’ products (}\DVERﬂOmICS
\/
& On the part of promotional product users, the results point to a stagnating sales
volume. Hence the chart shows that the percentage of companies intending to
increase their use of promotional products (14%) is roughly the same as the proportion
of companies planning reductions (15%).

& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

/ Increase

Maintain

Reduce

Not Not specified/
\ specified/dont | 3 don‘t know= 3%
know

Promotional product volume in Germany in 2006 =

Basis: 525 Companies that use promotional products
15 Industry Monitor B-to-B Analysis Basis: companies, representative Stated in %

© Advernomics 2007 Nonetheless, promotional products have a distinct poten tial for growth!




’ Consultancy as success driver ¢ADVERNOMICS
\/
¢ Methods & It has been shown that companies which rely on the advice of external consultants
% Press Conference | when using promotional products have increased spending on them much more
@ Press Conference Il frequently in the past (48% more frequently (INDEX 148) than the average German
¢ Users company).
& Non-Users
& EXxcursus:
Advertising effect Development of real spending on promotional products in recent years

Top 2 Box : ,strong increase” + ,increase”
INDEX

100

Companies with consultancy (n=120)

Companies without consultancy (n=405) 87

& Consultancy is thus a tried and tested medium for offsetting the stagnation of the
market.

Basis: 525 Companies that use promotional products
16 Industry Monitor B-to-B Analysis Basis: companies, representative

© Advernomics 2007 Consultancy increases the use of promotional products!




Consultancy through external partners ¢ ADVERNOMICS

& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

17
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& The promotional products industry has a great potential in relation to an
intensification of consultancy services, because only 15% or 8% of companies,
respectively, take advantage of consultancy from a promotional products distributor or
agency. By contrast, 77% make their decisions on using promotional products

themselves.

Yes, by a promotional Yes, by a Other external partnerdlo, we make the decisions
product distributor communications/advertising ourselves

agency

& Even 45% of large companies do not use external consultants. Since 86% of all large
companies use promotional products, the arithmetical chance of finding a large
company that does not yet make use of external consultants is two in five.

¢ Accordingly, promotional product consultants are the key to growth.

Basis: 525 Companies that use promotional products
Industry Monitor B-to-B Analysis Basis: companies, representative Stated in %

A large proportion of companies are not yet making use of
external consultants!
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& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

18

© Advernomics 2007

Smallest (n=241) Small (n=107)

- 1.1

‘es, by a promotional Yes, by a Other external pednems make the decisi@ss by a promotional Yes, by a Other external manm make the decisions

product distribatemunications/advertising ourselves products distrdmrtonunications/advertising ourselves
agency agency
Medium (n=118) Large (n=195)

. 45
26 27 29

‘es, by a promotional Yes, by a Other external pednes make the decisi®@ss by a promotional Yes, by a Other external pildnems make the decisions

products distrdmrtomunications/advertising ourselves products distrdmrtonunications/advertising ourselves
agency agency
Basis: 525 Companies that use promotional products
Industry Monitor B-to-B Analysis Basis: companies, representative Stated in %

Consultancy is not yet standard for medium-size and large

companies, either.
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& Methods . . .
Of all companies located in Germany, 50% do not use pro  motional
& Press Conference | ) ) ) ]
products in their corporate communications.
& Press Conference Il
¢ Users Smallest (n=502) Small (n=160)
& Non-Users
& Excursus:
Advertising effect
0.16
million
Medium (n= 164) Large (n=228)
0.01
million
20 Industry Monitor B-to-B Analysis Basis: 1054 companies, representative Stated in %

© Advemomics 2007 The second growth driver is the acquisition of new custom



Use of promotional products by size of company < ADVERNOMICS

& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect
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& More than half (52%) of the smallest companies, as well as 33% of small companies in
Germany do not use any promotional products in their corporate communications.
These are primarily companies with sole proprietors, for instance, or tax consultants,
construction companies / architect's offices, fitness studios, restaurants, homes for the
aged or the like.

& As far as medium-size companies such as research institutes, gymnastic clubs,
Christian congregations, workers' welfare associations, credit rating companies and
churches are concerned, 28% do not use any promotional products.

¢ A smaller, albeit no less significant, proportion of large companies (churches, hospitals,
nursing homes, municipal facilities, associations, non-profits, music productions, etc.)
amounting to 14% do not use promotional products either. In view of the privatization in
the healthcare industry, potential for acquiring new customers can indeed be uncovered
in this group of companies.




Reasons for not making use of promotional
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¢ Methods ¢ The primary reasons for not using promotional products are u ncertainty

% Press Conference | concerning the benefits and political obstacles.

& Press Conference I

& Non-Users
Benefits to the company
are not clear

54

& Excursus:
Advertising effect

. Not specified/don‘t know = 4%
Political obstacles

Other reasons = 38%

& If the industry can demonstrate and prove the benefits of promotional products, this will
generate a substantial stimulus for the entire industry.

& The basic legal framework is the second relevant obstacle for an increased use of
promotional products. The challenge to the industry is to work continuously on
eliminating these political obstacles.

Basis: 529 Companies that do not use promotional products
22 Industry Monitor B-to-B Analysis Basis: companies, representative Stated in %

Credibly proving the benefits and eliminating the politic al regulations

© Advernomics 2007 will make for new customers!
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Scale runs from 1 (= feel very annoyed) to 6 (= do not fe el at all annoyed)
& Press Conference |

¢ Press Conference I B TOP 3 BOX
(n= 400)
¢ Users Arithmetic

mean
& Non-Users

& Excursus:

Advertising effect Promotional products 4.7
Advertisements in 4.2
magazines
Advertisements in
. 3.8
movie theaters
TV commercials 3.0
Game shows 25
onTV
Advertising in
g 2.4

mailboxes

0% 10% 20% 30% 40% 50% 60% 70% 80%

Reading example: only 21% of those surveyed are annoyed by promotional products. TV commercials annoy 66% of all
persons. On average, promotional products' rating of 4.7 shows that people do not feel annoyed by them.

© Advernomics 2007 Promotional products are the most accepted form of advert isement!
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% Methods ¢ As far as the acceptance of the advertising vehicle / form of advertisement is
¢ Press Conference | concerned, promotional products are clearly ahead of traditional advertising
& Press Conference I instruments.

& Users & Only 21% of those surveyed indicated that they are annoyed by a promotional product.

¢ Agreement of this magnitude shows a clear initial advantage of promotional products
compared to established forms of advertising.

& The advertisements which reach consumers on TV have a particularly severe
acceptance problem.

¢ More than a quarter of all persons tested are happy to receive promotional products.

& The question as to whether companies which use promotional products are considered
to be likeable also elicited a high level of agreement (70%).

¢ Printed logos were not considered annoying by 66% of the subjects.

& The answers to the question regarding whether those surveyed would prefer products
from companies from which they receive promotional products over products from other
companies in the same price range and of the same quality was also very positive
(43%).

& Non-Users

& Excursus:
Advertising effect

In consumers’ eyes, promotional products enjoy the highe st level of accep-

© Advernomics 2007 tance and can thus effect an accordingly positive change in the brand image!
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Excursus: Penetration: average unaided awareness  GADVERNOMICS

& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

26

© Advernomics 2007
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B @-awareness of

Group A the brands tested

(n=100)

Group B
(n=100)

Groups C+D
(promotional

products)
(n= 200)

D (promotional
products)

0% 10% 20% 30% 40% 50% 60% 70% 80%
Question: Can you still recall advertising in Stern/related to Stern TV/on the promotional products*? Please
try to remember: which brands or companies were advertised?

Reading example: On average, the test brands generated an unaided penetration of 72% by advertising with
promotional products.

* adjusted to respective group

Promotional products achieve a significantly higher leve | of unaided

penetration than the traditional communication media of printand TV.




Yo ». Excursus: Penetration: average unaided awareness ¢ADVERNOMICS
¢ Methods \I(v Nearly three-fourths of all those surveyed (72%) were able to recall the advertiser on
¢ Press Conference | promotional products without any help.
% Press Conference Il —> Thus the advertising recall of promotional products is significantly higher than print
¢ Users and TV advertising
& Non-Users & Hence promotional products enable the advertiser to master the first stage of the
& Excursus: advertising effects chain, the perception of the advertising message.

Advertising effect ] ) ]
- Thus promotional products solve the perception problem of the advertisers

& Promotional products not only get the message to consumers (effective), but also
have a strong coverage. Accordingly, they are much more efficient than print or TV
advertising.

& In addition, there is much less waste coverage with promotional products than with
print or TV advertising.

© Advernomics 2007 Advertising on promotional products reaches consumers!
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¢ Methods ¢ Emphasizing the benefits of promotional products will be a suitable door opener
& Press Conference | for future use of promotional products, especially for me dium-size and large
& Press Conference I Companies _

¢ Users
& Non-Users

& Excursus:
Advertising effect

© Advernomics 2007

This is where the impact study on promotional products is of key importance. It proves,
guantifiably and credibly, the great benefits companies can achieve with their
customers by using promotional products.

¢ The second step — taking a medium-term to long-term view — will be to reduce the
uncertainty in dealing with political regulations as a k ey factor.
This particularly applies to the smallest and small companies, since this category of
companies feels particularly insecure owing to the tax regulations and basic statutory
provisions.

Political regulations are the main obstacle in particular for

the smallest and small companies!
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¢ Methods & For the reasons given above, half of all companies in Germany do not yet make any
& Press Conference | use of promotional products. On the whole, however, 14% of this group are
@ Press Conference Il planning to perhaps use them in the future.
& Users
¢ Non-Users Yes, most certainly ~ |© Not specified/

don‘t know = 1%
¢ EXcursus:

Yes, fairly certain
Advertising effect Y

Yes, perhaps

More probably not

Fairly sure not to

In no case whatever

& Owing to the corporate structure in Germany, it at first appears as if acquiring new
customers would be most important to the smallest and small companies. However, the
following page illustrates that it is just these groups which are most determined not to
use promotional products in the future. The medium-size and large companies, by
contrast, have a much more positive attitude toward usin g promotional products.

Basis: 529 Companies that do not use promotional products
29 Industry Monitor B-to-B Analysis Basis: companies, representative Stated in %

© Advernomics 2007 14% of companies may use promotional products in the futu re.
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& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

30
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Smallest (n=261)

Yes, most certainly
Yes, fairly certain
Yes, perhaps

More probably not

Fairly sure not to

In no case whatever

Medium (n= 46)

Yes, most certain
Yes, fairly ce
Yes, perhap
More probably not
Fairly sure not to

In no case whatever 28

Basis: Companies that do not use promotional products
Industry Monitor B-to-B Analysis

Business with new customers will more likely take place in

and large companies!

Basis: companies, representative

Small (n=53)

Yes, most certainly [0

Yes, fairly certain [0

Yes, perhaps 12
More probably not 20
Fairly sure not to 24
In no case whatever 44

Large (n=33)

Yes, most certainl
Yes, fairly certg
Yes, perhap

More probably not -
not specified

Fairly sure not to 21 =7%

In no case whatever 25

Stated in %

medium-size
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& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

31

© Advernomics 2007
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¢, Reasons that keep companies from using promotional products have already been
mentioned. An increase in consultancy services taking up precisely these points
can achieve a potential of approx. € 106.1 million fort  he industry.

¢ To calculate the short-term potential
of promotional products, the average
budget of those companies already

: i | duct Medium-term

using promotional products was potential
used. That means the same volume for using
was assumed for potential users in promotional products

Top 3 Box*
the future (€ 3,537.10). 14%

Short-term
potential for using
promotional
products
200 = Top 2 Box**

approx.
€ 106.1 million

- Short-term potential for promotional
products in Germany (Top 2 Box):
0.03 million (= 2%) X € 3,537.10 = € 106.1
million

Basis: 529 Companies that do not use promotional products
Industry Monitor B-to-B Analysis Basis: companies, representative

*Top 3 Box: ,Yes, most certainly“ / ,Yes, fairly certain“/ ,Yes, perhaps*

*Top 2 Box: ,Yes, most certainly” / ,Yes, fairly certain®

@-Promotional products budget = € 3, 537.10
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) Smallest

& Press Conference | Enfm e

& Press Conference I use of
promotional
products
Top 3 -Box
Top 2 Box 14%
& Excursus: 204 =
Advertising effect

Medium-term
use of
promotional

products
Top 3 Box

12%

& Non-Users

approx.
£ 65.9 million

@-Werbeartikelbudget = 2.191,90 €
@-Werbeartikelbudget = 6.614,60 €

Medium
(n=46)

Medium-term
use of
promotional

products
Top 3 Box

34%

Medium-term
use of
promotional
products

Top 2 Box Top 3 Box
32%

Top:2 Box

12% =
approx.
€ 29 1 million

12% =
approx.
€ 11.1 million

@-Werbeartikelbudget = 17.306,90 €
@-Werbeartikelbudget = 65.785,10 €

32 Industry Monitor B-to-B Analysis Basis: companies, representative  Basis: Companies that do not use promotional products

Medium-size and large companies have the highest rate of success and

© Advernormics 2007 the greatest potential per company.




Potential for promotional products ¢ ADVERNOMICS
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¢ Methods & The large and medium-size companies , with their penchant for consultancy, have
¢ Press Conference | good rates of success for using promotional products in the future, both in the short and
¢ Press Conference Il the long term. They offer a high potential sales per company at a considerably lower
¢ Users expense for consultancy
¢ Non-Users & The small and smallest companies exhibit high search costs at a low sales potential
& Excursus: per company. The focus here should be on expanding the current use of

Advertising effect ]
promotional products

& The main door opener for future consultancy services is to emphasize the benefits of
using promotional products, as well as to reduce the uncertainty in relation to political
obstacles

Success rate
Size of company short term

SEIIES PRI Result Priority
per company

S —

(medium term)

SiiallEst (o2 206 (14%) €2.191.90 - High search costs, low earnings
per company, low success rate

el e 0% (12%) € 6.614.60 - No success rate, high search ”
costs
Medium (1=4s) 12% (32%) ITIECD | o el SUEESES [FIL, (et -
earnings per company
- Very good success rate, very
Large (n=33) 12% (34%) € 65,785.10 high earnings per company, f_n

welcome consultancy

33 Industry Monitor B-to-B Analysis Basis: companies, representative

© Advernomics 2007 Growth drivers are mainly the large and medium-size comp anies!
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Summary ¢ ADVERNOMICS

& Methods
& Press Conference |
& Press Conference Il
& Users
& Non-Users

& Excursus:
Advertising effect

34

An analysis of users of promotional products yielded som e distinct
tendencies concerning the future of promotional products

On the one hand, it became apparent that the market is more | ikely to
stagnate from the view of demand. On the other, however, it became
clear that the supply side has ways to actively increase th e growth of
the market.

A) Potential is found to increase sales to those companie s which
already use promotional products - consultancy

B) As far as companies are concerned which do not yet mak e use of
promotional products, the key to success is likewise cons ultancy,
with the aid of advertising impact studies.

Above all, the medium-size and large companies have the g reatest
growth potential. On the whole, the results point to a short-term
growth potential of approx. € 106.1 million.

© Advernomics 2007
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