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Preface

Objective

B Provide an overview of digital publishing in Europe, Asia, South America and North
America, highlighting the primary differences and emerging trends

Approach

B We've surveyed countries that cover 80% of the global book market

B All the numbers presented for 2011 derive from:
* 40 interviews with key players (publishers, retailers...) from major markets(®
 Analysis of public data from public sources / press search

B This is an ongoing research project that debuted at IfBookThen 2011

All the analysis presented in these pages are a summary of a larger research that was

developed as a joint effort of A.T. Kearney and Bookrepublic

(1) EU: UK, France, Spain, Germany, Italy, Denmark, Sweden, Norway, Netherlands; North America: US, Canada; South America: Brazil, Mexico, Argentina;
Asia: Japan, India, China, Australia, South Korea
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Asia is the second largest market; South America is still negligible

eBook Trade Market Size T
(mIn€; 2011E) by Country
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e Canada: 2%
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Source: interview with a panel of publishers / bookretailers, press search, EUROSTA, PWC, U.S. Bureau, AAP, A.T. Kearney / Bookrepublic analysis
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Key market drivers vary by country

eBook Market Penetration
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Drivers as of 2011 USA Brazil Australia Japan Germany France Italy
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language
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Penetraton | - - - e

(mln; %) 8%-9% <0.5% 4% 1.6% 0.5% 3.4% 2.9% 2.9% 1.2% 1.3%
eReader 2021 78 04 0.1 0.2 03
Penetration - 9%-10% S n.a. n.a. eI
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Source: interview with a panel of publishers / bookretailers, press search, EUROSTA, PWC, U.S. Bureau, AAP, A.T. Kearney / Bookrepublic analysis
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eBook price of new releases is around 10€ with some differences
among countries

Average eBook price for new releases()
(€ - average from interviews with publishers / book retailers )

4 N M Differences in eBook
r15—1 14 price derive from factors

13 13 : 2,5 : =1 Iike:

F——1 F=—1 | I : 2,1 : 12 - Taxation (VAT)

VAT 22| |21 - . 10.7 - Difference in pricing of

Av.105p, _p=—o__ — | | || 424y T 0 “correspondent” print book
(nec VAT) - Legislation (ex. max discount
of print book)

- Agency model

12,5 - Currency fluctuations

11,9
Price net VAT [10,8 10,9 10,7

9,6 9,3 9,3

M In each country we
identified several cases of
eBook prices that differ
significantly from average

UK Ger France Spain  Sweden Italy Brazil uU.S.

- )

Will the eBook market experience a price harmonization?

* Will this convergence also impact the print book market?

(1) Average eBook prices of new Hardcover releases
Source: interviews with publishers / bookretailers; A.T. Kearney / Bookrepublic analysis AT.Kearney 5
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We expect different growth rates depending on level of technology

proficiency and eBook market readiness

Expected penetration of eBooks after 5 years from adoption

(% of trade book sales)

18-19% U.S. 2011
18% - [

16% -

Early
14% - ‘ Adopters

s UK
11%*12% * Canada
* South Korea

12% A

10% -

Penetration

8% 1 Second Wave

] * Germany
6% - 5%-6% * France
U.K. 2011 ‘ * Italy
2%
2% Latecomers
1%-2% * India

o a * Latin America

0% | .

1 2 3 4 5
Years of adoption

Source: interview with a panel of European publishers, press research; A.T. Kearney / BookRepublic analysis

M eBook penetration is
expected to grow with
varying speeds
depending on:

- Technology “proficiency” :
- Internet penetration
- Mobile penetration
- eReader/ tablet
penetration
- eCommerce penetration

- eBook market readiness:
- eBook title availability
- eBook price strategy
- Taxation (VAT)
- Big player presence

A.T. Kearney
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In addition to “traditional” drivers, new technological trends could
change the book value chain into a virtuous circle

Technological The new “Digital Wheel” value chain
drivers of change of the Publishing Industry

Self publishing &

digital publishing
programs
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Customer reading Digital Marketing &
behavior D . A . S . Distribution
N Digital Asset Asset Value
@/ Sourcing @

Customer behavior
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Social reading and
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Digital Asset Management

NN NN

(Metadata sharing)
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Will the drivers of change impact the size and structure of the book
market?

Example - U.S. trade book market What'’s next?

(Smin)

—a—

2,158 B What is the trend in volume terms?
2,085

B What is the “side effect” of the new

(3993) +160% technological drivers for the U.S.
i book market :

* Cannibalization?
* Price pressure?
Retail crisis?

Paper
book 2,008 * Piracy —illegal downloading?
(93%) 1,695
(81%) -15.6%
Will the rest of the world
T anMay | san—may experience the same trends?
2010 2011

Source: AAP, Analysis A.T. Kearney 8
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Questions and answers
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About A.T. Kearney

We combine global insights
with local expertise,
wherever our clients operate:

Europe
Amsterdam * Kiev Paris
Berlin * Lisbon Prague
Brussels * Ljubljana Rome
Bucharest * London Stockholm
Copenhagen * Madrid Stuttgart
Dusseldorf * Milan Vienna
Frankfurt * Moscow Warsaw
Helsinki * Munich Zurich
Istanbul > Oslo
oo® ‘.0
[ ]
° [ ]
* Abu Dhabi
i * Dubai
A . e Johannesburg
mericas o MEREmE
. * Riyadh

Atlanta * San Francisco

Cambridge * Sdo Paulo

Chicago * Southfield

Dallas * Toronto Bangkok New Delhi

Mexico City ¢ Washington, DC ° « Beijing Seoul

New York Hong Kong Shanghai

* Jakarta Singapore
Kuala Lumpur Sydney

¢ Melbourne Tokyo
Mumbai

* 55 offices in 38 countries
* More than 2,800 colleagues
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About BookRepublic

B BookRepublic is one of the leading Italian eBook
stores and the front end of a system including:

— eBook distribution

— Readers community

— Metadata management

— Customer behavior profiling

B We organize IFBOOKTHEN, an international
conference on digital publishing in Milan and
strongly believe in the direct experience of new
publishing; for this reason, we launched 40K
books, a native digital imprint based on a hybrid
publishing / self-publishing model.
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Thanks to
Michael Cader and Mike Shatzkin

for their valuable insights and for contributing to increase our visibility in the publishing industry.



