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Key Messages

* Print book sales are declining in many countries globally

* E-book sales are showing rapid growth and in March 2011 take a
17% share of the book market in the US (AAP) and almost 6% share
In the UK at the end of 2010.

* Decline in print book sales can be attributed to weak consumer
confidence, a loss of retail space and the growth of the digital format

* There is a challenge around the commercial models for e-books. The
consumer attaches a greater value to the physical product while the
majority of purchasers pay between $5 and $9.99 for an e-book.

* Some genres transfer more readily to digital format — genre fiction,
travel, reference and personal development — are showing significant
drops in print form

» eReaders tend to skew to older and more female than other
Connected Devices
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Print book sales volumes decline in the USA and

European countries in recent weeks
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Full year sales over the past three years show a
steady decline in the US from 2008 and in most of
the European countries tracked from 2009

52 weeks volume sales by country
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The decline of US print book sales is accelerating
US Volume sales for year to date and calendar year
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US e-book sales grow by 146% in March 2011
on March 2010

US AAP sample of ebook sales by value (indexed)
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In March 2011 e-book sales
were $69m up 146% on March
2010

May July Sept Nov Jan Mar May July Sept NMov Jan Mar May Jul Sept Mov Jan

ob

o8

o8 o8 09 09 09 09 09 09 10 10

Copyright © 2011 The Nielsen Company. Confidential and proprietary.

1a

1a

1a

1a

11
Source: AAP



The decline of UK print book sales is accelerating
but not as fast as in the USA

UK TCM Volume sales for year-to-date and calendar year
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E-book sales in the UK show greatest growth in
the general consumer area up 318% on 2009

UK Publisher Sales of Digital Product

General Consumer Reference School/ELT | Academic/Pro
Consumer £m £m fessional £m
£m

2009 87 4 11 7 65

2010 120 16 14 7 84

% change

2010/2009 +38.3 +318.1 +22.7 +1.3 +29.1

Source: UK PA Statistics Yearbook 2010
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Global Consumer Confidence improved in Q1, boosted by buoyant
economies in Asia but fell sharply for many countries in Northern Europe
Consumer Confidence has fallen in 28 out of 51 markets
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Nearly a third of GB Shoppers now, claim not to have any spare cash ...
the 61" highest out of the 51 countries surveyed ...

“l have no spare cash”

Q306 |Q107 Q307 Q108 Q308 Q109 Q209 Q309 Q409 [Q110 Q210 Q310 Q410| Q111
% pt +/- +2 3 +4 -1 +3 -1 -4 +2 -2 43 4 +1  +3

Source: Nielsen Global Consumer Confidence Survey
Results: GB, 2005 to 2011
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Sales of digital music are nearly equal to physical
music sales in 2010

U.S. SoundScan Music Sales w/TEA: Physical and Digital Trends
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1 Digital sales include digital track equivalent albums (TEA). 10 digital track sales are the equivalent of 1 album
2 Physical sales include: CDs, Vinyl LPs, and other aloum formats
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The music experience: impact on retail

Mousic retail in the USA
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Where are people buying books in the UK?
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New Players Strategies

¢ Sell hardware + Sell advertising * Push goods through efficient
logistics and efficient ecommerce
engine — use cost advantage to drive

low prices

* Builda great content experience « Make sure all content is findable

from Google, so that people will

always start their purchasing

* Lock people into the content to stop journey at Google - Dbt i s Pl ety

them switching to other devices goodsanline
* Use cash flow from the core * BuildKindle into a multi-device
business to buy or build dominant platform for books (and eventually
positions in any kind of content ecommerce?)

people might search for
* Amazon is not a books company

$ ¥ $

Cheap content that looks great Free ad-supported content Cheap content, no role for
publishers

Source: Enders Analysis
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A difference of scale

Tech company cash balances 2010 and the US book industry’s revenues

[Source: Companies, AAP]
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How much are UK consumers paying for print
books?

UK Book Genres by Volume
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The price of books

Price distribution of UK book sales
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Price: the e-book proposition

Immediate DRM (can't be
impulse access to shared, sold or $10-15, not $20-

new lent), no physical 25
books, portable product

nielsen
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Amount Paid For Media Content

Amount Paid For Media Content
Bought Media Content: Sports (n=279), Streaming Radio (n=261), Downloaded music (n=1,015), Magazines (n=340), Books (n=925), Movies (n=392),
TV shows (n=307), News (n=449)

TV Shows 17% 7% 19 Zlﬂ%
Movies 13% 14% 4% A
Books 9% 34% 14% 3%1%

Magazines 15% 9% 1'4%
7% 3% zis/o

4% 29geL 10

Downloaded Music

Streaming Radio

4% 6% I1M04

Sports
[ Less than $1 m$1-$1.99 W $2 - $2.99 B $3 - $3.99 H$4 - $4.99 W $5 - $9.99
m$10 - $14.99 $15 - $24.99 W $25 - $49.99 More than $50
Source: Q1 2011 Mobile Connected Devices Report
Q79: I.:orleach of the paid media content types that you now access through your connected devices, please indicate how much you pay, on average, for media content per download. @
Nnicisen
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Willingness to Pay For Media Content

Attitudes Towards Media Content Pricing

Bought Media Content: Accessed Media Content: Sports (n=279), Streaming Radio (n=261), Downloaded music (n=1,015), Magazines (n=340), Books (n=925), Movies (n=392),
TV shows (n=307), News (n=449)

News 8%
TV Shows 16%
Movies 24%
Books 24% ;
Magazines 17%

Downloaded Music

Streaming Radio

Sports

[ Content is priced low
M Content is priced appropriately

B Content is expensive but | buy it
m Content is too expensive and | would not consider buying it again

Source: Q1 2011 Mobile Connected Devices Report

Q80: Here is a list of statements regarding the price of media content that you buy. Considering your purchase of each content type, please choose one statement that indicates your
reaction to pricing of media content.

nielsen
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In the US all Fiction genres are Iin significant
decline except Graphic Novels and Westerns

Year-to-date % volume change 2010 vs 2011
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rror
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Source: Nielsen BookScan 6
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The picture is mixed for Non-Fiction in the US
with significant declines for Travel, Professional
and information topics

-tO- 0, . .
Year-to-date % volume change 2010 vs 2011 O Art/Architecture/Design/Photograph
0
30 Y0 @ Biography/Autobiography/Mem oir
25% B Business/Economics
B Cooking/Entertaining
20%
B Computers
15% B Crafts/Hobbies/Antiques/Games
B Health/Fitness/Medicine/Sports
10% _ o
O History/Law /Political Science
5% W House & Home/Gardening
O Humor
0%
B Performing Arts
-5% O Reference
W Religion/Bibles
-10% °
W Self Help
-15% W Travel
_20% B General Non-Fiction
B Family, Health & Relationships
- 0]
25% O Fiction Related Items
Source: Nielsen BookScan @
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Again with the exception of Graphic Novels all
Fiction genres in the UK are declining

Year-to-date % volume change 2010 vs 2011
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Anthologies
B F2.1 Crime, Thriller

B F2.2 Science Fiction

Fiction

O F2.6 Erotic Fiction
B F2.7 War Fiction

0O F2.8 Westerns

B F3.1 Graphic Novels
@ F3.2 Graphic Novels
B F3.3 Graphic Novels

Literary
B F3.0 Graphic Novels

O F1.1 General & Literary Fiction

B F1.2 Short Stories & Fiction

B F2.3 Historical & Mythological
B F2.4 Horror & Ghost Stories

B F2.5 Romance & Sagas

& Adventure

& Fantasy

:Manga
: Superheroes
: Non-fiction &

:General
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Source: Nielsen BookScan @



The majority of Non-Fiction genres are in decline in
the UK with the exception of Food & Drink and

Biographies

Year-to-date % volume change 2010 vs 2011
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20%
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-10%

-20%

B T6 Religion

-30%

General Interest

-40%

B T10 Mind, Body & Spirit

B T11 Leisure & Lifestyle

B T13 Humour, Trivia & Puzzles

B T14 Atlases, Maps & Travel

B T17 Personal Development

O T2 Dictionaries & Reference

B T3 Literature, Poetry & Criticism

B T4 Biographies & Autobiographies

B T5 History & Military

B T7 Politics & Government
B T8 The World / Ideas / Culture:

B T9 Family, Health & Relationships
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Crime, Romance, Literary and Science Fiction take
a greater share of the market as e-books than print

Top 5 categories in ebook vol sales Same 5 categories in TCM vol sales
12 weeks 12 weeks Romance
& Sagas

2%

Romance &
Sagas
24%

All Other
29%

All Other

45%

Science
Fiction &

Fantasy
5%
Children’s,
Young
Adult & Science
Educational Fiction &
8% Fantasy
2%
Source: Nielsen BookScan Global Source: Nielsen BookScan UK
niclsen
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Interest in Topics

Connected Device Owners Interest in Topics — Very Interested
All Connected Device Owners (n=11,955)

39%

24%

23% 23%

14% 14%

12%

News and Current Events M Food, Cooking Ideas, and Recipes M Sports B Wellness/Healthy Living
M Entertainment News M Business/Economy m Financial Markets/Investing Home Improvement
m Home Design/Décor B Beauty and Fashion Trends M Celebrities m Home Organization and Cleaning
B Golf

Source: Q1 2011 Mobile Connected Devices Report

Q102: How interested are you in keeping up with the following topics?

nielsen
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Individual Penetration of Connected Devices

Trended Individual Penetration of Connected Devices

Source: Nielsen Mobile Insights

36%

5%
3%

3% 3%

Tablets eReaders Portable media Smartphones Netbooks
players
Q1 2010 m Q2 2010 m Q3 2010 B Q4 2010 m Q1 2011

Source: Q1 2011 Mobile Connected Devices Report

Q1 2010 (n=70,500), Q2 2010 (n=71,210), Q3 2010 (n=69,238), Q4 2010 (n=72,381), Q1 2011 (n=73,452) @
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Connected Device Age Distribution

Age Distribution of Connected Device Owners

Connected Device Owners (Wave 1 n=3,840, Wave 2 n=11,955)
| 10% |
13%
18%

19%

13%

16%

20% 21%
14% 20% 21%

20%

15%

15%

20%
15%

23%

13% 9 15% 15%
15% g 6 oo 10% 15% - 12%

Wawe 1 Wawve 2 Wawve 1 Wawve 2 Wawve 1 Wawve 2 Wawe 1 Wawe 2 Wawe 1 Wawe 2 Wawe 1 Wawe 2

Any CD Owners Tablet Owners eReader Owners Portable Media Smartphone Netbook Owners
Player Owners Owners
W Ages 13-17 Ages 18-24 B Ages 25-34 m Ages 35-44 Ages 45-54 W Ages 55+

Source: Q1 2011 Mobile Connected Devices Report

Wave 1: Tablet Owners (n=749), eReader Owners (n=1,089), Portable Media Player Owners (n=2,118), Smartphone Owners (n=2,336), Netbook Owners (n=1,293)
Wave 2: Tablet Owners (n=1,580), eReader Owners (n=3,140), Portable Media Player Owners (n=6,034), Smartphone Owners (n=6,079), Netbok Owners (n=1,608)

Q2:Which of the following age groups do you belong to?

nielsen
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eReader Ownership and Usage

eReader Brands Owned - Primary
eReader Owners (n=3,140) HOUSGhO|d Usage

Household eReader Owners (n=3,140)

69%

38%
31%
0%
I am the only user | and other Other

28% household/family household/family
members use members use, not

Amazon Kindle (3G & Wi-Fi) m Amazon Kindle (Wi-Fi only) me

W Barnes & Noble Nook W Barnes & Noble Nook Color

m Sony Reader M Other

Source: Q1 2011 Mobile Connected Devices Report

Q11:Which eReader would you consider your primary device?

Q5: Who in your household uses each of these types of devices?

nielsen
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Tablet Device Activities

All Tablet Activities in Past 3 Months

Tablet Owners (n=1,580)
73%

60%

25%
23% 2206  22%  22% 21

E-mail H Accessing the Internet for news or info B Downloading apps including games
B Accessing social networking sites m Playing downloaded or pre-installed games B Reading digital books/magazines
B Watching downloaded or recorded videos Video streaming or watching TV shows/mobile TV B Mobile banking
Streaming online music/radio ® Mobile shopping or e-commerce M Instant messaging
W Downloading music W Picture downloads W Online game playing
W Using location-based senices GPS W Taking photos or using the camera Video messaging/chatting

i Video recording Source: Q1 2011 Mobile Connected Devices Report
Q63: Which of the following activities have you done on your (insert primary tablet brand owned) tablet in the past 30 days?

nielsen
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eReader Device Activities

All eReader Activities in Past 3 Months

eReader Owners (n=3,140)

89%

" Read Books B Accessed the Internet B Played Games B Read Magazines m Read Newspapers W Downloaded Music H None

Source: Q1 2011 Mobile Connected Devices Report

Q64: Which of the following activities have you done on your (primary eReader brand owned) eReader in the past 30 days? @

nielsen
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