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A MESSAGE FROM THE CHAIR AND PRESIDENT/CEO

This year's member survey results show us that information and statistics, as well as education and training, continue to be
top reasons for belonging to the association. NAMM is committed to providing you with the latest industry information, so
you can make the best decisions for your business.

Any doubts about the global nature of the music and sound products business have long since been erased, and with more
than 120 countries now attending The NAMM Show, a global perspective of our industry is an ever-increasing need.

This year’s Global Report captures a snapshot of 24 countries, our largest narrative to date. This comprehensive report will
help you discern industry trends and spot new opportunities that could very well prove to be critical as you shape the vision
for your company and make important decisions in the coming year.

On behalf of the NAMM Board of Directors and staff, we appreciate your continued support and membership. NAMM
remains dedicated to your growth, and we sincerely hope you will find the 2016 NAMM Global Report useful to your

business.

Sincerely,

Mark Goff, Chair Joe Lamond, President/CEO
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METHODOLOGY

The NAMM Global Reportis a collection of information gathered from many
sources, agencies and associations around the world. NAMM does not verify any
of the information and cannot and does not guarantee the accuracy of the data.

The statistics NAMM receives are summaries; NAMM personnel do not see or
manipulate any individual company information. Sources for each piece of data
are listed at the beginning of each section and can be summarized as follows:

U.S. domestic sales information and commentary is provided by The Music
Trades magazine, and import and export numbers are collected by the U.S.
Census Bureau.

Sales information and commentaries in the International section are provided by
associations in each country. International economic, demographic and trade data
are gathered from the CIA World Factbook, and the International music industry
numbers are provided by The Music Trades magazine.

UNDERSTANDING THE U.S. DATA

The unit sales and retail values in this report were compiled by the staff of
The Music Trades magazine, which provides the following overview of the
methodology used.

How do you get sales data in an industry where most business is done by privately
held companies, and there are few, if any, reporting sources? The answer is,

you spend a lot of time digging. The data in these pages comes from a variety

of sources— U.S. Department of Commerce, industry associations, corporate
financial records, and various government agencies in Europe and Asia. The result
is a snapshot of the volume of product that moves through the specialized channel
of approximately 5,000 Ml retailers in the United States.

Data in these pages reflects wholesale shipments to retailers. Retail value is arrived
at by applying an average retail markup to the value of wholesale shipments. The
markup is based on the results of a national survey of several hundred retailers.

Please note that data on the following pages does not include any figures on the
used instrument market, which is extremely substantial but difficult to measure
with any accuracy.



UNITED STATES SNAPSHOT

Demographics

Music USA
United States Snapshot

Population in millions 321.4

Age Male Female
0-14 31.17 29.85
15-64 106.04 106.48
65 & Over 21.13 26.70

Median Age 37.8
Population Growth 0.78%

Demographics

Economy
GDP (PPP) $1797 trillion Data Source: Demographics, Economy and Trade from CIA World Factbook, Music Industry from The Music Trades.
- GDP (PPP): Gross Domestic Product based on purchasing-power-parity (PPP) valuation of country GDP in U.S. dollars.
GDP Per Capita $56,300
GDP-Real Growth Rate 2.60%
Unemployment Rate 5.20%
Inflation 0.20% United States GDP (PPP)
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Trade

Total Export | $1.6 trillion Export as % of GDP 8.90%
Total Import | $2.4 trillion Import as % of GDP | 13.08%
Export Partners (2015) Import Partners (2015)
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Music USA

U.S. INDUSTRY REVENUE AT A GLANCE

Fretted Products

Pro Audio

Wind Instruments
General Accessories
Microphones

Printed Music
Percussion

Computer Music Products
Acoustic Pianos

Digital Pianos

Cables

Multi-Track Recorders
Instrument Amplifiers
Portable Keyboards

DJ Gear

Effects

Keyboard Synthesizers
Stringed Instruments
Other Electronic Products
Electronic Player Pianos
Institutional Organs
Karaoke Products
Home Organs

Rhythm Machines

Product Sales Totals
(Retail 2014-2015)

2014 w2015

$1,475.25
$1,449.93
$837.44
$817.89
$567.23
$542.48
$551.36
$535.28
$549.00
$532.00
$505.46
$513.15
$381.33
$376.71
$338.00
$359.90
$283.85
$304.40
$178.80
$165.01
$165.00
$167.00
$163.96
$174.95
$162.00
$186.00
$155.50
$186.62
$145.22
$141.07
$135.56
$130.36
$124.08
$104.34
$123.99
$107.90
$104.91
$103.47
$72.01
$66.90
$29.70
$28.20
$16.50
$15.12
$13.30
$13.34
$9.30
5896 | | |
0 300 600 900 1200 1500

(in millions of dollars)



U.S. INDUSTRY REVENUE AT A GLANCE

2015 Industry Sales Gains and Declines

Keyboard Synthesizers 18.92%

Stringed Instruments 14.91%

Karaoke Products 9.13%

Digital Pianos 8.36%

Electronic Player Pianos 7.65%

Institutional Organs 5.32%

Wind Instruments 4.56%

Effects 3.99%

Rhythm Machines 3.81%

Microphones 3.20%

General Accessories 3.00%

DJ Gear 2.95%

Pro Audio 2.39%

Fretted Products 1.75%

Other Electronic Products 1.39%

Percussion 1.23%

Home Organs || -0.30%

Cables -1.20%

Printed Music -1.50%

Computer Music Products -6.09%

Multi-Track Recorders -6.28%

Acoustic Pianos -6.75%

Instrument Amplifiers | -12.90%

Portable Keyboards | -16.68%

-20% -15% -10% -5% 0% 5% 10% 15% 20%



INTRODUCTION
2015 Music Industry Analysis

2015 Music Industry Census
Tepid Industry Revenue Gains Mirror the U.S. Economy

Consumer caution, a growing used market and price
deflation weighed on U.S. industry growth in 2015. The
uptick in sales was due in large part to a strong school
music market and vibrant demand for audio gear.

The retail value of the U.S. music products industry was
effectively flat, edging up a negligible 0.8% in 2015. The
sales gain lagged the growth rate of the U.S. economy,
officially pegged at 2.1%. However, if there’s any truth
to the dire economic pronouncements from presidential
candidates of both parties, it's surprising the industry
advanced at all. The disparate collection of products
that make up what we call the music products industry
benefitted from modest improvements in employment
levels and consumer confidence, as well as plummeting

prices of petroleum products—estimated to save every U.S.

household $1,100. However, these positives were offset by
decreasing retail selling prices in many product categories.
Tracking trends in the consumer electronics industry,

the average selling prices of technology-based music
products ranging from keyboards to recording systems
have gone south. At the same time, improved production
techniqgues and excess global manufacturing capacity
have held pricing on traditional products—guitars, wind
instruments, percussion—to well below the inflation rate.
This pricing trend has benefitted consumers by delivering
unprecedented product value. For those whose livelihood
depends on making and selling music and audio gear,
however, it has been an ongoing challenge.

Other than across-the-board pricing pressures and a
shared distribution network, there’s little else the product
categories tracked in this report have in common. A
company manufacturing drum kits and one writing
computer programs for a DJ are about as unrelated as
enterprises offering athletic shoes and home appliances.
That’s why it's more useful to refer to this collection of
market segments as the “music products industries,” with
special emphasis on the plural. The “industries” could be
compared to a bank of elevators. Aggregate revenues, like
the bank of elevators, are fairly static. However, as with the
elevator cars, individual product segments are constantly
moving up and down. The wide variations in growth rates

Music USA

underscore just how unrelated the different product
segments are. On that score, 2015 was pretty much like
every other year—some product segments did well, others
didn’t.

There’s a different story behind the performance of every
category in this report. Electronic music products posted
a robust 9.9% gain, driven in large part by a renewed
enthusiasm for analog synthesizers. Ironically, these are
the same products that were abruptly discarded in the
early 1980s as “hopelessly obsolete.” Despite regularly
appearing stories about “drastic budget cutbacks,” school
music also had a good year in 2015, with dollar value
advancing 6.3%. Pro audio revenues advanced 2.3%,
reflecting the ongoing need to upgrade and replace sound
systems. And general accessories, a catch-all category
that includes straps, cases, stands, tuners and numerous
other small goods, continued its nearly unbroken upward
trend, advancing 3.0%. The retail value of recording gear
declined 6.1%, reflecting the fact that improved technology
has made the key software and hardware components
less expensive. Portable keyboards experienced an even
more precipitous decline, with retail value off 16.7%. The
remaining product categories tracked in this report were
essentially flat.

The music products industry may not be growing, but like
other industries, including craft beer and entertainment, it
is becoming increasingly fragmented. Within each product
category, there are more product variations and more

price points with each passing year. Perhaps it's because
manufacturers see additional models as a way to gain
market share or incremental sales growth. Maybe it’s driven
by consumer demand. Whatever the case, the industry’s
$7.09 billion in revenue is divided up among a larger
number of individual products.

Historically, new technology has been the biggest driver of
industry growth. The electric guitar in the 1950s, the first
synthesizers in the 1960s, digital technology in the 1980s,
and more recently, software technology, all spurred sales
by expanding musicians’ creative horizons. Unfortunately,
innovations like these don't arrive on a predictable
schedule, nor can they be conjured at will. The industry’s
current slow growth is a reflection of the absence of major
product innovation. In the absence of a groundbreaking
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Retail Value in $ billions

product that brings new capabilities, we suspect that
industry growth will continue to be limited.
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2014-15 * 0.79% 10-Year + 5.71%

Source: The Music Trades

Fretted Products and Effects

Includes acoustic guitars, electric guitars, basses,
ukuleles, amplifiers, strings and guitar-related effects.

Despite breathtaking advances in digital technology,
traditional fretted instruments retain a deep-seated
appeal. Fretted instruments and related products remain
the industry’s largest category, generating $1.77 billion

in retail revenues, or approximately 25% of total industry
revenues. During 2015, revenues for fretted instruments
alone advanced 0.8%. The modest uptick masked widely
disparate results among different product groups.

Sales of acoustic guitars declined 3.2% in units, but
advanced 2.6% in dollar value, while electric guitars posted
an 11.2% drop in unit volume and a 1.7% decline in retail
value. For most of the 25 years we have been compiling
sales data, on a unit basis, the guitar market split evenly
between acoustics and electrics.

Starting a decade ago, acoustic guitar sales began
outstripping electrics. The trend continued in 2015,

with acoustics representing 59% of total guitar units.
Searching for an explanation for this trend, retailers and
manufacturers point to an influx of women into the market
(who prefer acoustics); the dearth of electric guitar-driven
rock 'n roll in popular music; and the decrease in live
music venues (acoustics are better suited for playing at
home). Regardless of the explanation, the trend seems
destined to continue.

While the sales lines of acoustics and electrics are
diverging, both product categories saw an increase in
average selling price. The increase is not the result of rising
instrument prices, but rather a shift in product preference.
Sales of entry-level guitars are trending down, while sales of
high-end “trophy” instruments are on the rise. The trend is
something of a mixed blessing. Higher-priced instruments
produce higher margins throughout the distribution chain.
But the decline in entry-level products causes some to
worry that the industry is not attracting a new generation

of players. Of additional concern: first-time buyers are
generally impervious to economic conditions. By contrast,
purchasers of high-end guitars, generally buyers who

are adding to their collection, tend to pull back when the
economy slows.



The star performer in the fretted instrument market was
the ukulele, which posted an 18.5% increase in unit
volume and a 21.8% increase in retail value. There have
been three or four “ukulele booms” since the instrument
first made it to U.S. shores following the 1915 Pan Pacific
Exhibition in San Francisco, each lasting only a few years.
The durability of the current “boom” is unprecedented, and
suggests that the uke has transcended fad status.

Electric guitar sales drive a host of other product categories,
notably amplifiers and effects. The downward trend in
electrics adversely affected amplifier sales. However, amps
are also challenged by new technology. At the high-end,
some performers are bypassing a discrete amp for a digital
amp simulator that allows them to play directly through a
p.a. system. Entry-level buyers are also using simulators

to record. The decline in average selling prices also
reflects the shift away from stacks to smaller combo units.
Sluggish electric guitar sales are also reflected in flat guitar
string sales, as electric guitarists go through strings more
frequently than their acoustic-playing counterparts.

Sales of effects pedals remain the other bright spot in the
fretted instrument market. Guitarists have shown a nearly
insatiable demand for pedals and other effects that shape
their tone. Retail dollar value of effects pedals advanced
10.4% in 2015.

Retail Value Market Share

Electric
Guitars
28.1%

Acoustic
Guitars
39.3%

Fretted
Instrument
Strings
10.8%

Ukuleles
5.1%

Instrument
Amplifiers
9.1%

Effects
7.6%

Retail Value in $ millions
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2015 Summary 2.60% -3.25% 6.05%
10-Year Trend 26.91% | -2.70% 30.43%
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Electric Guitars category includes electric basses.
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Retail Value in $ billions

Retail Value in $ millions

Fretted Products and Effects, continued
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2015 Summary 0.77% -6.69% 8.00%
10-Year Trend 7.40% -17.93% 30.85%
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2015 Summary 21.76% 18.51% 2.74%
7-Year Trend 172.05% | 138.92% 13.86%

Instrument Amplifiers
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[ Retail Value ~ —— Units
Retail Unit Average Price
2015 Summary -12.90% -7.10% -6.24%
10-Year Trend -55.04% | -34.07% -31.82%

Instrument Amplifiers category includes tube, digital and

solid-state amplifiers; amplifier heads; speaker enclosures;
and other self-contained amplifiers for guitars, basses and
other musical instruments.

Units x 1,000,000

Units x 1,000,000



Retail Value in $ billions

Retail Value in $ millions

Total Fretted Instruments
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- Retail Value

Retail
2015 Summary 0.08%
10-Year Trend -0.15%

Multi-Effects Floor Processors
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Retail Unit Average Price
2015 Summary -5.42% -7.41% 2.15%
10-Year Trend -26.86% | -44.82% 32.56%
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Retail Value in $ millions

Music USA

Effects Pedals

Units x 1,000,000

0
‘06 '07 '08 '09 10 11 "12 "13 '14 "15

| [ Retail Value ~ —— Units
Retail Unit Average Price
2015 Summary 10.38% 5.78% 4.35%
10-Year Trend 56.36% 12.93% 38.46%

Effects Pedals category includes floor pedal units, tabletop units
and other products that incorporate complex processing power.
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Retail Value in $ millions

Retail Value in $ billions

Fretted Products and Effects, continued

Total Effects
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‘ [ Retail Value ~ —— Units

Retail Unit Average Price
2015 Summary 3.99% 3.88% 0.10%
10-Year Trend 10.22% -0.43% 10.70%

Total Fretted Products & Effects
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I Retail Value

Retail
2015 Summary 0.37%
10-Year Trend 0.57%

Units x 1,000,000

The Piano and Organ Market
Includes acoustic grand pianos, acoustic vertical pianos,
electronic player pianos, digital pianos, and organs.

The data on the piano market offers both good and bad
news. An 8.4% surge in the retail value of digital pianos
for the home is a positive indicator of continued interest

in keyboard music. However, the 6.7% decline in the

retail value of traditional acoustic pianos underscores the
industry’s challenges. It's easy to understand the upward
sales trend for digital pianos. They represent a tremendous
value—average unit prices have actually declined over

the past decade, they don't require service, and thanks to
MIDI and USB ports, they offer a host of entertainment and
educational capabilities.

The downturn in acoustics is due in part to economic
trends. There has always been a strong correlation between
the stock market and grand piano sales—bull markets
inspire the confidence that prompts consumers to spring
for an expensive piano. Thus, the 10% decline in the Dow
over the past 12 months unquestionably hurt sales. The
industry also faces competition from an enormous pool of
high-quality used instruments.

After two decades of decline, home organ sales stabilized
in 2015. Unit volume dipped slightly, but was offset by a
rise in average selling price. The challenges for the market
remain, however. Although the organ industry’s prime
demographic—those over 60—is expanding, aging baby
boomers raised on rock and roll are less interested in

the product. The number of retailers actively engaged in
promoting home organs also continues to decline.

Higher average selling prices gave the institutional

organ market a modest lift in 2015. However, declining
attendance at mainline Protestant churches, a critical
market, poses a long-term challenge, compounded by
the use of more contemporary instrumentation in worship
services.



Retail Value in $ millions

Music USA

Pianos
Retail Value Market Share Vertical Pianos
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2015 Summary -9.89% -10.43% 0.60%
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Retail Value in $ millions

Retail Value in $ millions

The Piano and Organ Market, continued
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2015 Summary 8.35% 4.50% 3.69%
10-Year Trend 24.38% 13.07% 10.00%
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2015 Summary -0.31% 1.53% -1.81%
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Total Pianos category includes grand pianos, vertical pianos, electronic
player pianos and digital pianos.
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Retail Value in $ millions
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Organs
Retail Value Market Share Institutional Organs
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The School Music Market

Includes woodwind instruments, brass instruments and
stringed instruments.

There is an enormous gap between the perception and

the reality of the school music market, which includes a
range of wind and stringed instruments destined for use in
public school music programs. Due to endless repetition by
the media, there is a widespread belief that school music
programs are rapidly heading toward extinction due to a
combination of budget pressures and shifting curriculum
priorities. The term “music program” has become linked to
‘cutback.” The reality, as evidenced by the 6.3% increase
in the retail value of instrument shipments, is very different.
For over 60 years, instrument shipments have closely
tracked total school enrollment levels, indicating that, dire
rhetoric aside, school music programs are still prevalent
nationwide. The 10.5% gain in brasswinds was due to
improved finances at both the state and local levels—larger
horns like tubas and euphoniums are typically purchased
by schools. Also, brasswind sales have benefitted from
strong participation in drum and bugle corps.
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Retail Value in $ millions
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Woodwind Instruments Total Wind Instruments
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2015 Summary -0.17% | -0.85% 0.69% 2015 Summary 4.56% 3.26% 1.26%
10-Year Trend 8.99% -7.21% 17.47% 10-Year Trend 16.81% 2.64% 13.81%
Total Wind Instruments category includes brass and woodwind
instruments.
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The Pro Audio Market

Includes speaker enclosures, power amplifiers, mixers,
cables and microphones.

The 2015 retail value of pro audio products advanced a
modest 2.3% to $1.55 billion, compared with $1.52 billion
in 2014. Demand for high-quality portable sound systems
and installations in houses of worship, schools, corporate
facilities and clubs remains strong. However, the category’s
top-line growth doesn't fully reflect the strength of the
demand, due to product configuration changes.

The industry long ago realized that buyers of the
small-to-mid-sized sound systems that are a staple of

M.I. retailers have limited audio expertise and place a
premium on ease of setup and use. To address these
customers, manufacturers have increasingly turned to
self-contained systems, specifically powered loudspeakers
that incorporate a small digital mixer and onboard digital
effects. These products have been a hit with buyers, as
reflected in the 4.5% sales gain in loudspeakers. It's also
worth noting that loudspeakers are one of the few product
categories tracked in this report that have surpassed pre-
recession sales levels. However, growth in self-contained
loudspeakers has adversely impacted the sale of discrete
power amplifiers and small mixers. The power amp market
declined 3.6% in retail value in 2015 to $126.0 million,
continuing a decade-long downward trend. Audio mixers
fared somewhat better. Units declined 7.7%, but retail
dollar value edged up 1.5% to $225.4 million.

The cable market has also been adversely impacted by
changing technologies, with readily affordable digital mixers
and an increasing number of users wiring their systems
with lightweight Ethernet or Firewire cables instead of the
traditional heavy copper.

Microphones advanced 3.2% to a retail value of

$549 million. With products ranging in price from $50
to $5,000 for a high-quality, large-diaphragm condenser
mic, the microphone category includes both “disposable
accessories” and big-ticket items. This diverse product

mix helps explain both its resilience and its persistent growth.
The high-end mics used for recording are more economically
sensitive, but more affordable live-sound mics that get lost,
broken or worn out are necessities.

Retail Value Market Share
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Mixers
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| B Retail Value —l— Units
Retail Unit Average Price
2015 Summary 1.48% -7.75% 10.00%
10-Year Trend -2.09% | -18.74% 20.49%

Data represents an estimate of pro audio products sold by
approximately 5,000 retailers in the U.S. Excluded from the data
are sound products for the cinema, tour sound, broadcast, and
large fixed-installation markets.
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[ Retail Value
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2015 Summary -1.20%
10-Year Trend 9.01%
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Pro Audio Products, continued
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Wireless Microphones
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Retail

2015 Summary 5.11%

10-Year Trend 15.32%

Data represents estimates of only those microphones sold by
the approximately 5,000 Ml retailers in the United States,
and excludes products aimed at broadcast markets.

Total Microphones
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Retail

2015 Summary 3.20%

10-Year Trend 19.70%

Retail Value in $ billions

0.0

Total Pro Audio
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I Retail Value

Retail
2015 Summary 2.28%
10-Year Trend 5.15%

All data represents an estimate of pro audio products sold by the
approximately 5,000 Ml retailers in the United States. Excluded
from data are sound products for the cinema, tour sound,
broadcast and large fixed-installation markets. Data includes
non-powered mixers, power amplifiers, powered mixers, speaker
enclosures, cable, cable microphones and wireless microphones.



The Percussion Market

Includes drum kits, educational percussion, individual
drums and hardware, sticks and mallets, cymbals, heads,
and hand percussion.

Sales of percussion products stabilized in 2015, edging

up a modest 1.2% to an estimated retail value of

$381.3 million. Percussion sales have been trending
downward for the better part of a decade due to changing
technologies. The increased use of drum tracks in popular
music in place of real drummers has adversely affected
the sale of drum kits, as well as all related products: sticks,
heads, cymbals and hardware. In addition, the sale of
electronic kits has eroded the unit volume of traditional
drum kits. Beginners have opted for electronic kits because
of their controllable volume (a big hit with parents) and
facilitation of playing along with MP3 files. More advanced
players choose them because they’re easier to record.

As of 2015, these trends seem to have run their course.
Although drum kit units dipped a modest 1.4% to 137,000,
average selling prices advanced, resulting in a 5.4%
increase in retail value to $94.5 million. Sales of hardware,
including pedals and stands, and individual drums also
advanced, edging up 2% to a retail value of $55.8 million.

Educational percussion—marching drums, timpani and 180
mallet instruments—were the best-performing segment 160
in the category, increasing 5.5% to $56.9 million. The 140
gains were driven in large part by improved state and é 120

local finances, as the vast majority of these products are
purchased by schools.
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The shift to electronic percussion continues to be felt in
the accessory categories. Sales of sticks and heads each
decreased around 2%. Players break fewer sticks on
electronic drums, and there is no need to replace heads.
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Retail Value Market Share
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14.6%
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2015 Summary 5.44% -1.44% 6.98%
10-Year Trend -43.59% | -49.48% 11.65%
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Percussion Products, continued
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Educational Percussion

‘06 '07 '08 '09 "0 11 "12 13 '14 '15

I Retail Value

Retail
2015 Summary 5.54%
10-Year Trend -2.70%

Educational Percussion category includes timpani, marching
percussion, mallet instruments, snare drum kits and orchestral
percussion instruments.

Individual Drums and Hardware
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I Retail Value

Retail
2015 Summary 2.05%
10-Year Trend -27.08%

Individual Drums and Hardware category includes individual snare
drums, tom-toms and bass drums for drum kits, along with pedals,
stands, and related percussion hardware products.

Retail Value in $ millions

Retail Value in $ millions
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2015 Summary -5.60%
10-Year Trend -32.58%

Sticks and Mallets
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2015 Summary -2.32%
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The DJ Market

Includes CD and digital media players, turntables, DJ
mixers, digital DJ controllers, and special effects
lighting units.

Driven by the continued popularity of Electronic Dance
Music (EDM), the retail value of DJ products advanced
2.9% to $145.2 million in 2015. To put the scale of EDM in
perspective, consider that in 2015, ticket sales at the 100
largest EDM festivals totaled $5 billion, according to EDM
News; approximately the same box office take as the 100
largest concert tours, as tracked by PollStar. Although EDM
includes a wide range of sub-genres, it could be roughly
defined as any music assembled from pre-recorded loops,
synthesized sounds and vocals. Thus, top-selling piece

of EDM gear is a Mac laptop, which largely bypasses the
m.i. distribution channel. Of the products tracked in this
report, DJ controllers—devices that are used to manipulate
audio tracks—saw sales advance 3.5% in retail value

to $47.4 million. Reflecting the renewed interest in vinyl
records, traditional turntables also posted a gain, with retail
value advancing 4.5% to $10.9 million. Sales of DJ mixers
declined 5% to a retail value of $42 million, in large part
due to the aforementioned Mac, which incorporates much
of the same functionality.

Retail Value Market Share

Digital DJ
Controllers
32.7%

DJ Mixers
28.9%

CD Players
15.8%

Turntables
7.5%

Special Effects
Lighting
15.1%

Retail Value in $ millions

Retail Value in $ millions
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Retail Unit Average Price
2015 Summary 5.57% -3.92% 9.88%
10-Year Trend -25.93% | -24.03% -2.50%
Turntables
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2015 Summary
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Retail Value in $ millions

Retail Value in $ millions

DJ Mixers
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Retail Unit Average Price
2015 Summary -5.02% -0.50% -4.55%
10-Year Trend -4.76% | -18.37% 16.67%

Special Effects Lighting Units
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Digital DJ Controllers
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I Retail Value ~ —— Units
Retail Unit Average Price
2015 Summary 3.48% | 10.13% -6.03%
6-Year Trend 203.16% | 278.26% -19.85%
Total DJ Sales

Retail
2015 Summary 2.94%
10-Year Trend 16.55%

A new category, Digital DJ Controllers, was added in 2010 and
is included in Total DJ Sales.
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The Recording and Computer
Music Market

(Multi-Track, Software and Computer Music)

Includes hard disk multi-track recorders, hand-held digital
recorders, rack-mounted processors, sound cards and
related hardware, recording and sequencing software and
plug-in software and loops.

Based on the volume of music tracks being shared online,
there is probably more music being recorded today by

an order of magnitude than at any other time in history.
This interest in capturing music, unfortunately, has not
translated into sales growth for recording products. The
broad-based category, which includes software, hardware
and dedicated recorders, saw a 6.1% decline last year to a
retail value of $501.9 million. The downward trend is due
entirely to the collapsing prices of digital technology: the
same advances in processing power, memory and software
that have crushed prices on consumer electronics products
have had a similar impact on recording gear. More people
may be recording, but they can do it for a lot less with each
passing year.

The price of Digital Audio Workstations (DAWSs), the
software that is central to all studios, has been trending
downward ever since Apple began offering its Logic Pro
direct to consumers for just $199. (Logic Pro was used to
produce Adele’s latest album, 25.) Prices for comparable
products were previously three times higher. While cutting
prices, software makers have been simultaneously adding
features. Most DAWs now come standard with a range of
virtual synthesizers, percussion sounds and effects. This
bundling has had an adverse impact on ancillary hardware.
Sales of discrete “plug-in” software that provides effects,
instrument sounds and other features trended down for the
year, as did hardware products like compressors and mic
preamps.

Anecdotal evidence suggests that unit sales of audio
interfaces, the critical hardware link that passes audio
information to the computer, held up well during the year.
However, average selling prices declined, resulting in a
5.8% dip in retail value to $180 million.

For a modest sum, an aspiring musician can assemble
a recording studio with more power—unlimited tracks,
vast numbers of effects, total editing capabilities—than
the best professional recording studios of a few decades
ago. (Talent, unfortunately, isn’t included.) However, the
improved price/performance ratio hasn't significantly
expanded the universe of individuals interested in multi-
track recording.

Multi-Track

Retail Value Market Share

Rack-Mounted Hand-Held
Processors Digital Recorders

55.5% 36.9%

Hard Disk

Multi-Track

Recorders
7.6%



Retail Value in $ millions

Retail Value in $ millions
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Hard Disk Multi-Track Recorders
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Retail Unit Average Price
2015 Summary 1.05% 2.63% -1.54%
10-Year Trend -69.31% | -34.78% -52.94%
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2015 Summary -5.20% -0.69% -4.55%
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Units x 1,000

Units x 1,000

Retail Value in $ millions
N D (o)) [e] S
o o o o o

o

[

Retail Valu

Music USA

Rack-Mounted Processors

‘06 '07 '08 '09 10 11 12 '13 '14 "15

I Retail Value
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2015 Summary -7.89%
10-Year Trend -4.76%

Rack-Mounted Processors category includes compressors,
limiters, pre-amps, EQs and multi-effects.

Total Multi-Track Sales
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I Retail Value

Retail
2015 Summary -6.28%
10-Year Trend 20.37%

A new category, Hand-Held Digital Recorders, was added in 2007
and is included in Total Multi-Track.
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Retail Value in $ millions

Recording and Computer Music Market, continued

Recording and Computer Music Market Recording & Sequencing Software
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Retail 2015 Summary -6.45%
2015 Summary -5.76% 10-Year Trend -32.37%
10-Year Trend -3.59%

Computer Music Hardware category includes interfaces, digital
audio work surfaces (DAWS) and other USB-enabled hardware.



Retail Value in $ millions

Plug-In Software & Loops
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I Retail Value

Retail
2015 Summary -1.75%
10-Year Trend 42.03%

Plug-In Software & Loops category includes signal processing
effects, tune correction software and mastering programs.

Music USA

Total Computer Music Market
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2015 Summary -6.09%
10-Year Trend -19.59%
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The Electronic Music Market
Includes keyboard synthesizers, controller keyboards,
electronic pianos, rhythm machines, and electronic drums.

The electronic musical instrument category, including
synthesizers, stage pianos and electronic drum products,
was one of the strongest performers in 2015, posting a
9.9% gain in retail value to $238.3 million. In a world that
is driven by advancing technology, ironically, the gains
were fueled in large part by a renewed interest in analog
synths, products that musicians had abruptly abandoned in
the mid-1980s. After three decades of digital dominance,
a new generation of players has rediscovered the unique
tonal qualities of analog synths. The appeal of analog goes
beyond tone. Players seem to be captivated by the tactile
appeal of analog control surfaces—working knobs and
sliders instead scrolling through menus.

This analog revival contributed to a 15.8% unit gain in
keyboard synthesizers, and an even larger 18.9% gain in
retail value, as analog synths are more expensive than their
digital counterparts. What started as a boutique movement
five years ago has gone completely mainstream. All major
keyboard synth companies now offer a selection of analog
models, as well as digital hybrids that deliver analog sounds
and feel.

140
Results among other electronic musical instrument 120
categories were mixed. Rhythm machines and production 2
stations posted a modest increase in unit volume, reflecting é:) 100
the popularity of using them to create rhythm tracks in E 80
the recording studio. Unit volume of keyboard controllers 5
increased 15.3%, but as the products have become 2 e
commoditized, average selling prices have continued to % 40
trend down. g 5
0

Retail Value Market Share
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Keyboard Synthesizers
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Retail Unit Average Price
2015 Summary 18.92% 15.76% 2.72%
10-Year Trend 7.60% 18.19% -8.96%

100

80

60

40

20

Units x 1,000



Retail Value in $ millions

Retail Value in $ millions

o N A~ O

50

Rhythm Machines / Production Centers

0
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‘ B Retail Value —l— Units
Retail Unit Average Price
2015 Summary 3.81% 7.27% -3.23%
10-Year Trend -22.95% -7.11% -17.05%

In 2010, the Sound Modules and Drum Machines categories
were merged to form this new category, Rhythm Machines/
Production Centers.

Electronic Pianos / Professional Organs
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‘ [ Retail Value ~ —— Units
Retail Unit Average Price
2015 Summary 0.27% -1.03% 1.32%
10-Year Trend -58.49% | -63.77% 14.58%
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Controller Keyboards
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‘ I Retail Value ~ —l— Units
Retail Unit Average Price
2015 Summary -5.56% 15.32% -18.10%
10-Year Trend 147.18% 159.46% -4.73%

Starting from 2010, Controller Keyboards category includes
both under 44 note and 44-88 note. Previously, this category
only included 44-48 note.

Electronic Drums
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2015 Summary 6.10%
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Electronic Music Market, continued

Total Electronic Music Sales The Print Music Market

Includes method books, instructional materials, popular
folios, and related print music products.
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Sales of all printed music dipped 1.5% in retail value to
$505.5 million in 2015. Popular folios and method books
continue to face competition from digital alternatives, of
both the legally copyrighted and the bootlegged variety.
Readily available online guitar tab and vocal sheets have
unquestionably taken a toll on sales of traditional print.
Compounding this digital competition, large segments of
'06 '07 '08 '09 '10 '11 12 13 '14 15 current popular music don'’t readily lend themselves to
print. These decreases were offset somewhat by continued
strong sales in band, orchestral and choral products.
It's hard to overestimate the resilience of school music
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2015 Summary 9.93% . .
10-Year Trend 0.87% programs and the impact of their demand for method
books.
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The Portable Keyboard Market

Keyboards Under $199
Sales of portable keyboards, retailing for both over and 100
under $200, posted sharp declines in 2015. The category
slumped 18.1% to 824,160 units, while retail dollar value 2 80 °
declined 16.7% to $155.5 million. The product category é 8
appears to be a victim of advancing technology in the form E 60 §
of apps. For most of the past three decades, portables E =
provided the most affordable access to a keyboard ;:é 40 2
experience. That's no longer the case. While portables with = >
surprisingly good tonal quality and features can be had for 3 20
less than $100, there are now scores of keyboard apps for
smartphones and tablets that are available for free, or for 0 '06 '07 '08 '09 '10 '11 '12 '13 '14 "15
a nominal charge. Unquestionably, these even lower-cost (B Retail value  —— Units
keyboard alternatives have continued to erode the sale of
portabls.
10-Year Trend -49.29% | -47.66% -3.13%
Another factor contributing to the decline is a de-emphasis
on the product category by mass merchants. Whereas in
previous years, portables received prominent placement in
the fourth quarter on the floors of Walmart, Target and Best
Buy, they have now been relegated to the back of the store.
Retail Value Market Share Keyboards Over $199
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2015 Summary -16.18% | -17.11% 1.11%
10-Year Trend -12.46% | -26.17% 18.57%
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Portable Keyboards, continued

The Karaoke Market

As the karaoke market has increasingly been taken over
by mass merchants and consumer electronics retailers,
specialized M.I. retailers have either abandoned the
category or opted to stock more expensive products. This
shift accounts for a 19.6% drop in unit volume and a
9.1% increase in estimated retail value. Sales of low-end
hardware have also been impacted by the availability of
numerous karaoke apps that work with phones or tablets.

Total Portable Keyboards

Units x 1,000,000
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Retail Unit Average Price
2015 Summary -16.68% | -18.08% 1.71%
10-Year Trend -28.93% | -41.66% 21.84%
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10-Year Trend -72.91% | -79.32% 31.03%




The General Accessory Market

Accessories represent a grab-bag product category that
includes cases, stands, straps, tuners and a host of other
problem-solving products. Collectively, this diverse product
assortment is the industry’s most consistent performer,
posting gains regardless of the direction of the economy or
prevailing musical trends. Sales for the category advanced
3.0% in 2015 to $551.4 million, continuing a nearly
unbroken record of sales gains. Of the product categories
tracked in this report, accessories is one of the few where
2015 revenues exceeded pre-recessionary levels.

Product innovation, retail focus and consumer behavior
are largely responsible for this resilience. Accessory
manufacturers have been remarkably adept at consistently
offering new products to address market needs. This
responsiveness is reflected in a wide range of clamps

and brackets for attaching tablets to a music stand, as

well as instrument-humidifying devices that can be
controlled remotely by a smartphone. The collectible fretted
instrument market has also given rise to a plethora of
premium cases, cables, straps and polishes.

Retailers, both large and small, have placed increasing
emphasis on these small goods because they generate
in-store or online traffic and yield attractive margins.

The buying public, for their part, seem to have a nearly
insatiable demand for the latest accessory that enhances
the performance of their instrument.

Retail Value in $ millions
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I Retail Value

Retail

2015 Summary

3.00%

10-Year Trend

28.87%

General Accessories category includes a wide variety of accessory
products, including instrument care products, metronomes,
tuners, polishes, reeds, stands, cases, bags, straps, lighting
equipment, pickups and specialty instruments like recorders,
accordions and harmonicas.
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MUSIC AND SOUND
U.S. INDUSTRY SUMMARY

The purpose of the following data is to provide a review of the 10-year
trend of music products activities in the U.S. music industry. The data
comes from information gathered by The Music Trades magazine over
the past decade.

IMPORTS AND EXPORTS

The import and export statistics are provided by the U.S. Census Bureau
and offer a snapshot of U.S. music products import and export activities.
This section also provides an overview of the countries where U.S. music
products were exported, and the countries the United States imported
music products from in 2015.



U.S. Industry Summary

U.S. INDUSTRY SUMMARY (in millions of dollars)

Segment 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Acoustic Guitars $548 $515 $473 $391 $419 $483 $532 $603 $678 $696
Acoustic Pianos $449 $424 $364 $201 $287 $291 $282 $293 $304 $284
Cables $151 $157 $159 $145 $157 $159 $162 $163 $167 $165
Computer Music Products $420 $432 $428 $351 $385 $365 $353 $360 $360 $338
Digital Pianos $144 $123 $121 $100 $130 $147 $159 $163 $165 $179
DJ Gear $125 $113 $105 $86 $104 $114 $120 $139 $141 $145
Effects $123 $136 $137 $127 $141 $143 $138 $129 $130 $136
Electric Guitars $563 $602 $566 $429 $420 $452 $468 $467 $506 $497
Electronic Player Pianos $133 $121 $81 $42 $56 $65 $60 $68 $67 $72
Fretted Instrument Strings $168 $173 $178 $170 $180 $190 $192 $183 $192 $192
General Accessories $428 $436 $446 $408 $436 $461 $485 $511 $535 $551
Home Organs $68 $59 $48 $28 $23 $19 $18 $14 $13 $13
Institutional Organs $63 $59 $54 $39 $38 $32 $30 $29 $28 $30
Instrument Amplifiers $360 $377 $340 $253 $230 $218 $192 $189 $186 $162
Karaoke Products $61 $29 $21 $18 $19 $16 $13 $13 $15 $17
Keyboard Synthesizers $115 $122 $118 $97 $106 $104 $99 $113 $104 $124
Microphones $459 $475 $466 $389 $432 $447 $474 $501 $532 $549
Multi-Track Recorders* $136 $194 $194 $173 $181 $201 $197 $186 $175 $164
Other Electronic Products $109 $114 $110 $92 $112 $110 $109 $107 $103 $105
Percussion $519 $497 $456 $402 $418 $423 $397 $382 $377 $381
Portable Keyboards $219 $186 $176 $150 $216 $169 $184 $176 $187 $156
Printed Music $582 $590 $598 $540 $545 $553 $547 $518 $513 $505
Pro Audio $865 $904 $819 $654 $717 $752 $756 $795 $818 $837
Rhythm Machines $12 $11 $10 $9 $8 $9 $8 $7 $9 $9
Stringed Instruments $113 $121 $98 $81 $84 $107 $113 $109 $108 $124
Ukuleles $33 $42 $63 $77 $70 $74 $90
Wind Instruments $486 $516 $512 $454 $447 $464 $507 $522 $542 $567
Industry Total $7,428 $7,489 $7,078 $5,860 $6,332 $6,555 $6,673 $6,808 $7,033 $7,089

*Multi-Track Recorders includes a new category, Portable Digital Recorders, as of 2007.
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U.S. INDUSTRY SUMMARY — UNITS SOLD (in thousands)

Acoustic Guitars 1490 1,348 1318 1,109 1,200 1,312 1,327 1,363 1,499 1,450

Digital Pianos 125 121 123 102 118 120 128 130 135 141

Drum Kits 271 222 200 168 180 174 158 141 139 137

Electric Guitars 1,501 1520 1,452 1,163 1,176 1,201 1,163 1,110 1,132 1,005

Home Organs 7 6 5 3 3 2 2 2 1 1

Instrument Amplifiers 1,092 1,112 1,096 873 901 890 844 788 775 720

Keyboard Synthesizers 80 77 80 74 88 85 82 87 81 94

Portable Keyboards 1,413 1,210 1,120 1,072 1,344 1,109 1,078 913 1,006 824

Stringed Instruments 409 421 351 291 297 370 378 343 332 378

Wind Instruments 589 613 629 569 564 578 591 568 585 604

*Multi-Track Recorders includes a new category, Portable Digital Recorders, as of 2007.

This copy belongs to Chris Parks
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Description

Single Loudspeakers, Mounted In Their Enclosures
Multiple Loudspeakers, Mounted In the Same Enclosure
Headphones, Earphones, Microphone/Speaker, Nesoi*
Audio Frequency Electric Amplifiers, Nesoi*

Upright Pianos

Grand Pianos

Harpsichords and Other Keyboard Stringed Instruments, Nesoi*
Stringed Musical Instruments Played with a Bow
Guitars Under $100, Excluding the Value of the Case
Guitars, Nesoi*

Stringed Musical Instruments, Nesoi*

Brasswind Instruments Valued Not Over $10 Each
Brasswind Instruments Valued Over $10 Each
Keyboard Pipe Organs

Keyboard Instruments, Nesoi*

Piano Accordions

Accordions, Nesoi*

Mouth Organs

Bagpipes

Clarinets

Saxophones

Flutes and Piccolos (Except Bamboo)

Woodwind Instruments, Nesoi*

Wind Instruments, Nesoi*

Drums

Cymbals

Sets of Tuned Bells, as Chimes, Peals or Carillions
Percussion Musical Instruments, Nesoi*

Musical Synthesizers (Under $100 Each)

Musical Synthesizers ($100 or Over Each)

Keyboard Instrument (More Than 1 Keyboard Under $200)

*Nesoi: Not Elsewhere Specified Or Indicated. Source: The U.S. Census Bureau, 2015

U.S. IMPORTS OF MUSIC AND SOUND PRODUCTS
2015 Data

Commodity Code

8518210000
8518220000
8518302000
8518402000
9201100011
9201200011
9201900000
9202100000
9202902000
9202904000
9202906000
9205100040
9205100080
9205901200
9205901400
9205901500
9205901800
9205901900
9205902000
9205904020
9205904040
9205904060
9205904080
9205906000
9206002000
9206004000
9206006000
9206008000
9207100005
9207100010
9207100045

Quantity
48,926,833
28,237,073

343,009,884
12,060,794
15,644
10,274
428
453,667
1,480,656
317,803
1,197,824
15,219
224,282
110

7,206
7,149
31,370
215,634
1,784
106,263
94,153
114,857
3,113,449
212,183
1,042,589
298,443
901,907
3,307,421
115,016
88,766
1,254

Value
545,697,875
1,475,106,401
1,404,203,455
738,751,451
38,007,572
70,801,182
981,588
42,237,991
58,197,040
64,737,827
36,720,570
73,334
68,924,684
3,874,945
383,300
3,757,286
5,044,626
7,533,197
495,582
24,695,289
41,352,612
20,014,502
11,326,148
2,788,877
59,930,547
18,960,967
7,958,711
29,033,943
3,957,236
35,753,756
105,882



U.S. Imports and Exports

U.S. IMPORTS OF MUSIC AND SOUND PRODUCTS

2015 Data
Description Commodity Code Quantity Value
Keyboard Instrument (More Than 1 Keyboard $200 or Over) 9207100055 2,026 5,173,254
Keyboard Instrument (More Than 1 Keyboard Hand-Held) 9207100060 94,182 893,627
Keyboard Instrument Except Accordions (1 Keyboard Under $100) 9207100065 533,196 26,581,537
Keyboard Instrument Except Accordions (1 Keyboard $100 or Over) 9207100075 290,960 98,431,871
Fretted Stringed Instruments 9207900040 1,483,977 186,790,483
Musical Instruments, Electrically Amplified, Nesoi* 9207900080 214,229 37,618,477
Music Boxes 9208100000 4,359,039 29,960,058
Other Musical Instruments 9208900040 280,577 876,608
Mouth-Blown Sound Signalling Instruments, Nesoi* 9208900080 30,002,499 11,587,382
Musical Instrument Strings 9209300000 10,201,975 24,818,594
Tuning Pins for Pianos 9209914000 3,809 269,559
Parts and Accessories for Pianos, Nesoi* 9209918000 - 6,506,033
Mutes, Stands and Music Holders of Stringed Instruments 9209922000 - 3,819,524
Tuning Pins for Stringed Instruments 9209924000 1,533 1,446,088
Parts of Bows, Chin Rest and Parts for Instruments Played with Bow 9209926000 - 11,746,012
Parts and Accessories for Stringed Instruments, Nesoi* 9209928000 - 17,179,478
Collapsible Keyboard Instrument Stands 9209944000 - 6,415,160
Other Parts and Accessories for Keyboard Instruments 9209948000 - 43,037,223
Metronomes, Tuning Forks and Pitch Pipes 9209990500 - 2,939,554
Mutes, Pedals, Dampers, and Spurs for Drums Pedals 9209991000 - 29,383,872
Parts and Accessories for Pipe Organs 9209991600 - 3,354,445
lF;aSrttrsu::edn?sccessories for Harmoniums and Similar Keyboard 9209991800 B 127 851
Parts and Accessories for Bagpipes 9209992000 - 797,561
Parts and Accessories for Woodwind Instruments 9209994040 - 21,909,807
Parts and Accessories for Other Wind Instruments 9209994080 - 5,166,495
Mechanisms for Music Boxes 9209996100 - 413,074
Parts and Accessories for Musical Instruments, Nesoi* 9209998000 - 17,478,476
2015 2014 Difference % Change
Import Values $5,416,130,479 $5,521,662,741 -$105,532,262 -1.9%
Export Values $1,677,471,883 $1,828,146,164 -$150,674,281 -8.2%

*Nesoi: Not Elsewhere Specified Or Indicated. Source: The U.S. Census Bureau, 2015
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U.S. EXPORTS OF MUSIC AND SOUND PRODUCTS

2015 Data

Description

Microphones and Stands

Single Loudspeakers, Mounted in Their Enclosures
Loudspeakers, Nesoi*

Headphones, Earphones, Microphones/Speakers, Nesoi*
Audio Frequency Electric Amplifiers, Nesoi*
Electric Sound Amplifiers Sets

Microphone, Loudspeaker and Amplifier Parts
Upright Pianos

Grand Pianos

Pianos, Nesoi*

Stringed Musical Instruments, Played with a Bow
Guitars

Stringed Musical Instruments, Nesoi*

Brasswind Instruments

Woodwind Instruments, Nesoi*

Keyboard, Pipe Organs, Etc., with Free Metal Reeds
Accordions and Similar Instruments

Mouth Organs

Wind Instruments, Nesoi*

Percussion Musical Instruments

Music Synthesizers, Other Than Accordions
Keyboard Instruments, Other Than Accordions, Nesoi*
Fretted Stringed Instruments

Musical Instruments, Electrically Amplified, Nesoi*
Music Boxes

Mouth-Blown Sound Signalling Instruments, Nesoi*
Musical Instrument Strings

Parts and Accessories for Pianos

Parts and Accessories for Stringed Instruments
Parts and Accessories for Keyboards

Metronomes, Tuning Forks and Pitch Pipes

Other Parts and Accessories

Commodity Code

8518100000
8518210000
8518290000
8518302000
8518402000
8518500000
8518903000
9201100000
9201200000
9201900000
9202100000
9202903000
9202906000
9205100000
9205901000
9205901300
9205901600
9205901900
9205906000
9206000000
9207100020
9207100080
9207900040
9207900080
9208100000
9208900080
9209300000
9209910000
9209920000
9209940000
9209990500
9209997000

*Nesoi: Not Elsewhere Specified Or Indicated. Source: The U.S. Census Bureau, 2015

Quantity

3,196,345
9,044,996
5,387,497
763,192
191,145
1,055

730

1,042
4,587
127,060
51,517
21,125
36,742
538

704

2,682
17,315
1,329,267
19,729
19,221
187,616
139,625
105,365
248,439
23,122,563

Value
98,296,070

99,840,684
210,768,025
162,113,687
221,549,356

72,818,932
179,741,334

2,252,920
15,081,502
1,461,815
3,687,818
102,732,764

13,983,941

22,704,435

16,690,090

256,999
217,499
178,494
1,265,591
59,468,489
12,937,666
7,894,145
143,056,967
24,169,175
4,607,761
7,366,688
74,099,164
5,333,111
40,063,877
40,635,785
386,605
31,810,494



U.S. Imports and Exports

U.S. IMPORTS AND EXPORTS OF MUSIC AND SOUND PRODUCTS
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(in millions) (in millions)
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Top 15 Sources of Music Product
Imports to the United States

(in millions of Dollars)
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Top 15 U.S. Music Product Export Destinations

(in millions of Dollars)
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The United States imported music products from a total of 109 countries in 2015.

Export Value

Netherlands  Germany
5% 6%

The United States exported music products to a total of 184 countries in 2015.
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International Data

INTERNATIONAL DATA

ARGENTINA
AUSTRALIA
AUSTRIA
BRAZIL
CANADA
CHINA

CZECH REPUBLIC
FINLAND
FRANCE
GERMANY
HUNGARY
INDIA

ITALY

JAPAN

MEXICO
NETHERLANDS
NORWAY
RUSSIA
SOUTH KOREA
SPAIN
SWEDEN
SWITZERLAND
UNITED KINGDOM
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UNDERSTANDING THE INTERNATIONAL DATA

To present a global overview of the music products industry, we are pleased to feature 23 countries in the International section
this year: Argentina, Australia, Austria, Brazil, Canada, China, Czech Republic, Finland, France, Germany, Hungary, India,

Italy, Japan, Mexico, Netherlands, Norway, Russia, South Korea, Spain, Sweden, Switzerland, and the United Kingdom. The
demographic, economic and trade data shown in each country/region’s “Snapshot” section are gathered from the C/A World
Factbook, unless otherwise noted. The music industry data are provided by The Music Trades, also unless otherwise noted, and
reflects a 10-year historical trend, with the year 2014 being the most recent published by The Music Trades.

Global Music Products Sales Top Global Market Sales Share

Japan - 8.9%
china ([ 8.2%
Germany - 6.0%
France - 4.5%
Canada - 4.4%
uk. [l 33%

italy [l 2:3%
05 '06 '07 '08 '09 '10 '11 12 '13 '14 australia [ 229

Value in $ billions

S. Korea . 1.8%
Brazil (J] 1.7%
Mexico (] 1.2%
Netherlands I 1.1%
Belgium I 0.9%
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Internation

ARGENTINA

In 2015, Argentina entered its 12th year under the presidential administrations of Nestor
(2003-2008) and Cristina (2008-2011) Kirschner. The husband/wife political team had
each taken four-year turns as president, and Nestor was expected to run again in 2008, but
he passed away unexpectedly in late 2010. Cristina ran for reelection in 2011 and won the
race with 54% on a populist ticket.

Over the next few years, Argentina’s economy continued to endure numerous challenges
that left the country in a precarious position. The Argentinean peso had become artificially
inflated, causing a drastic drop in exported goods, and, as a result, the country seemed to
lose its competitive advantage. And while there was a large demand for musical instruments,
amps, PA systems, lighting, etc., imports into the country were extremely limited, thus
preventing Argentina’s Ml industry from realizing its real potential.

In 2015, Argentinians elected Mauricio Macri to be their new president. Surrounded by

a “dream team” of advisors, Macri set out to tackle some of the nation’s most complicated
problems, including Argentina’s over-inflated currency. As a result, the peso was devalued
by 40 percent, and the economy slowly started to roll. Unfortunately, this shift also caused
prices to rise more than expected, resulting in decreased sales of many goods. Other
obstacles included an historic fight over unpaid government debts, as well as the challenge
of fighting internal distortions. Despite these issues, those backing President Macri
remained hopeful that the country would recover.

Due to the past 12 years of living with an artificially high currency—a time when more than
1,000% inflation destroyed the value of our peso—2016 is expected to be a difficult year for
the Argentinean economy. We must now pay the new, far-higher prices for public services
(gas, electricity, clean water, transportation, communications, etc.) and endure the expected
recession. However, we believe that, after a period of sacrifice, a brilliant future lies ahead
for our country.

Commentary by Alfredo Campanelli, Founder of Import Music Argentina

DOING BUSINESS IN ARGENTINA

Market Overview
¢ The United States exported US$10.8 billion in goods to Argentina in 2014 and
purchased US$4.4 billion. In services, the United States exported US$7.1 billion and
Argentina sold US$1.9 billion. The United States supplies raw materials, intermediate
goods and capital goods to feed Argentina’s industrial sector while Argentina exports
food, wine and agricultural products as well as intermediate goods.

e About 90% of U.S. exports to Argentina are used in local industry and agriculture
such as computers, industrial and agricultural chemicals, agricultural and
transportation equipment, machine tools, parts for oil field rigs, and refined fuel oil.
Argentine exports include goods such as wine, fruit juices, crude oil and intermediate
goods like seamless pipe, tubes and other iron-based products.

al Data
Argentina
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e More than 500 U.S.-based companies operate in Argentina, employing 360,000
Argentines directly and supporting millions more indirectly. The stock of U.S.
investment in Argentina reached US$15.2 billion in 2013 and is concentrated in
energy, manufacturing, information technology and finance.

e U.S. firms operating in Argentina impact the Argentine economy and society
positively and are widely respected for their corporate governance, the quality of the
work environment they provide to their Argentine employees, their transparency and
their work in corporate social responsibility.

Top Five reasons for Doing Business in Argentina
e Argentina is a resource-rich country with huge potential.

e |ts population is highly literate and well-educated. There are strong cohorts of
professionals in medicine, business, law, accounting, engineering, architecture, etc.

e The country is digitally capable, with high Internet and smartphone penetration.

e |ncome distribution is more equal than in most Latin American countries, with a
broad and deep middle class that enables more consumer buying power.

e Argentina’s infrastructure requires major updating and renewal, providing significant
opportunity for exporters of equipment and services for roads, ports, railroads,
telecommunications, water and sanitation, and electric power, among others.
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Market Challenges
e Slowing economic growth, import and foreign-exchange restrictions, and sharply
lower prices for Argentina’s principal exports (soy products and corn) make the
outlook for the Argentine economy uncertain in 2015, with growth estimates of
slightly negative to 3%.

e |[nflation estimated at 30% or higher in 2014 and 20%-24% in 2015 by private
economists has raised costs and resulted in a more challenging business
environment, especially as the real effective exchange rate has significantly
appreciated since the January 2014 devaluation.

e Limits on profit, royalty and licensing remittances have discouraged new investment
in Argentina. Lack of transparency and a public comment period for new regulations
adds to business uncertainty, as do questions about government statistics.

e All importers must request approval from the Argentine Tax and Customs Authority
(AFIP) prior to making each purchase for import and, separately, to purchase the
foreign currency to pay for it. The GOA's policy of tying approvals to changes in the
trade balance and foreign exchange levels has added to uncertainty. The United
States, EU and Japan won a WTO trade complaint against Argentina; the final
resolution is pending.
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Argentina’s continuing dispute with investors who did not accept the 2005 and 2010
restructurings of its foreign obligations has led to Argentina being currently ineligible for
coverage under U.S. programs (Exim Bank, OPIC and the Trade Development Agency)
designed to assist American companies.

Market Opportunities
e Argentina is an attractive market for American exporters, with a large (42 million) and
educated population, abundant natural resources such as in agriculture, mining, and
unconventional hydrocarbons, and important infrastructure needs.

e As Argentina addresses its current economic challenges, opportunities will increase.
This is an excellent time to begin exploring the market and establishing relationships.

Market-Entry Strategies
e Marketing U.S. products and services in Argentina requires a high level of research,
preparation and involvement.

e Companies intending to export to Argentina need to ensure that their customers fulfill
all import requirements before they ship any product and must be careful to follow
all regulations precisely.

e U.S. companies exporting to Argentina typically market their products and services
through Argentine agents, representatives and distributors.

e Close personal relationships are important.

e U.S. companies must consider Argentina’s unique economic, demographic and
cultural characteristics, which distinguish it from other Latin American countries.

e |tis increasingly difficult to establish a “typical customer” due to new consumption
habits and to the dynamics of income distribution and demography.

e Promotion is an important marketing component. Companies are encouraged to visit
or exhibit at local and regional trade shows, and to visit trade shows in the United
States attended by Argentine buyers.

e U.S. firms should protect their intellectual property and engage qualified local
professionals and lawyers in contract negotiations.

“Doing Business in Argentina” article is provided by the U.S. Commercial Service, the trade
promotion arm of the U.S. Department of Commerce’s International Trade Administration.
For more information on doing business in Argentina, you may visit their website at
www.export.gov/Argentina.

The following charts are based on import and export data obtained from the website of
the International Trade Centre (ITC)

Argentina
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ARGENTINA SNAPSHOT

Demographics

Population in millions ~ 43.4 Demographics
Age Male Female
0-14 5.50 5.24
15-64 13.83 13.84
65 & Over 2.09 2.93

Median Age 31.4
Population Growth 0.93%

Economy
GDP (PPP) $964.3 billion Data Source: Demographics, Economy and Trade from CIA World Factbook, Music Industry from The Music Trades.
K GDP (PPP): Gross Domestic Product based on purchasing-power-parity (PPP) valuation of country GDP in U.S. dollars.
GDP Per Capita $22,400
GDP-Real Growth Rate 0.40%
Unemployment Rate 7.60%
Inflation 27.60%
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Trade
Total Export | $69.9 billion Export as % of GDP 7.25%
Total Import | $60.6 billion Import as % of GDP 6.28%
Export Partners (2015) Import Partners (2015)
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AUSTRALIA

The year 2015 saw an uplift in the overall market with an 8% increase in value over 2014
and around 11% over two years ago. While it does not really reflect the full value of the
currency devaluation during that time, it would be welcome news for most of the industry.
Import value of AUS$256 million is the best since 2009 —after which time it headed
south—import values getting down to the low AUS$200 million mark. The United States
has largely bounced back year-on-year since the global financial crises (GFC) and aftermath,
and this is reflected in our numbers over a similar period.

The Keyboard category posted quite a good result overall, and continued an upward path
over the 2013-15 comparison period. Electronic Keyboards were on the rise again, with

the Average Unit Value up almost across the board and digitals positing very strong gains
year-on-year of more than 20%. Acoustics added nearly 10% in import value in 2015. Band
and Orchestra surprised, especially the December quarter results. All the major lines in

the category being brass, flutes, clarinets and saxophones are pretty strong with gains over
around 15% in both volume and value.

Other wind pulls the volume down a bit but against the increase in high-value products, this
is of little consequence. Percussion generally experienced a 12% bounce in the past year.
Drum kits were up and other percussion was up too—a welcome change in this segment’s
fortunes. Orchestral strings can be a bit up and down—2015 was an up year.

There were also some quite high-value European imports during 2015, which also drives

up the segment value. In the Guitar category, a big increase in the value of guitar strings

of AUS$1.4 million over the previous year provided a real reflection of exchange rate
movements. It may reflect some delivery overlaps when comparing the 2014 value reported,
but still the result would seem to reflect the current health of the Guitar category.

Acoustics are powering on with another record year of 157,000 units imported, with a

big value increase over the last two years. Electrics are still in decline year-on-year, but a
surge in bass guitar numbers compensated. The overall volume was about par with 2014
but value was up by nearly 9% across the category. Electronic Instruments see a notable
increase in Synths, while the “Other” segment (thought to be driven by e-drums) slowed its
growth pattern of the previous two years, as did Turntables.

Audio numbers revealed that some big, high-value mixers came in, helping to push

up value. Volume growth is mostly based around speakers with most other products
thereabouts, but the segment showed modest gains of nearly 5% in value. The wireless mic
replacement peak may be over; it will be interesting to see if volumes drop again next year
back to 130,000 or so units and whether that will be a new benchmark on which to move
forward.

It was a soft year for traditional products but they have been on a roll for the last decade.
Given ukuleles’ fall into this category, it feels though a shipment was late such was the
downturn, but this may readjust itself by the first quarter of 2016. Accessories were up by
12%. Like guitar strings, this might reflect the real cost increase over the year.

The electric guitar market continues to be soft along with acoustic percussion, perhaps
revealing a worrying trend in the product markets that have driven the industry for so long.
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Live performance and a buzzing live scene drives our market, and there has been a notable
shift in the way many people make music.

How the industry fared depends on who you talk to, but based on the numbers the
fundamentals are improving—the increase in value especially sets up a platform for future
growth following a difficult period since the GFC. The continuing decline in international
online, would reflect the perceived “threat” to the industry diminishing somewhat, especially
with the way the exchange rate finished the year. The trend, we would hope, would continue
as the abolishment of the Low Value Threshold on GST affecting the attractiveness of buying
off-shore.

The Music Trades reports that the retail value of the U.S. market was flat. “The disparate
collection of products that make up what we call the music products industry benefited
from modest improvements in employment levels and consumer confidence, as well

as plummeting prices of petroleum products-estimated to save every U.S. household
US$1,100. However, these positives were offset by decreasing retail selling prices in many
product categories.” The sales value gain of just 0.8% over 2014 did not keep pace with
official U.S. economy growth rates of 2.1%. The magazine recently reflected that a lack of
product innovation was limiting the growth potential of the market. This can probably be
traced back to the period following the GFC. Businesses struggled to survive, let alone have
the money for major R&D, so new product development lags.

2015 Snapshot — Reserve Bank of Australia

3% Economic growth, better than forecast

1.7% Inflation

6% Unemployment

2% Interest rates

1.4% Population increase to 23.8m

Year closed with national savings declining to 7.6%

CPI rose 1.7% for the 12 months ended December 2015.

Consumer confidence remained flat in the first half, although we saw some sporadic
improvements in retail activity. (Christmas retail sales showed a healthy year-on-year

rise as the year came to a close.) However, business confidence is down as reflected in
business investment. Capital expenditure is now 20% lower than where it was 12 months
ago, and this is the crucial missing element for our economy’s growth outlook, according to
Macquarie Bank analysts. Over the past 12 months the Reserve Bank of Australia (RBA)
has cut the official interest rate by a combined total of 0.5%, to 2% and by another 0.25%
as we write this report.

The Australian dollar depreciated against the U.S. dollar by 20%, 3% against the euro, and
7% against the Japanese yen in the first half of 2015. As these are our trading partners,
that’s certainly helping our exporters by making them more competitive and helping to
rebalance the economy. However, a weaker dollar will make imports more expensive. That
could hurt discretionary spending, which is key to driving growth.
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The price of oil is 45% below where it was 12 months ago, with benefits to both industry and
households. The GDP reading shows the economy would grow annually at 2.3%, with 1.3%
still largely mining related, so consumer, business and government activity account for the
balance of 1%. In the second half of 2015, one could say, “What a difference a change of
political leadership makes!”

According to an ANZ-Roy Morgan consumer confidence survey, the headline index rose
1.2% to 116.6, extending the bounce in sentiment to a third consecutive week. In
November 2015 the index sat at its highest level seen since January 2014.

Commentary by Rob Walker, Executive Officer of the Australian Music Association (AMA)

DOING BUSINESS IN AUSTRALIA

Market Overview
Australia is the world’s 12th largest economy with a GDP of US$1.6 trillion, and its real GDP
is projected to increase by 3.2% in 2016, after a 2.8% increase in 2015.

Australia’s per-capita GDP of over US$67,463 is among the highest in the world; the
economy recorded 23 years of uninterrupted annual growth to 2014. Growth in commodity
exports to Asia buoyed Australia through the Global Financial Crisis but adversely affected
the manufacturing and services sectors because of the strong Australian dollar. The 2015
downturn in the global commodity cycle has impacted Australia’s economy.

Despite this decline in resource-related investment, Australia remains a vibrant and
important market for U.S. goods and services.

e |nterms of size, Australia continues to be among the top five export markets for U.S.
mining and agricultural equipment and technology.

e The United States has one of its largest trade surpluses with Australia.

¢ |n the Organisation for Economic Co-operation and Development (OECD), Australia
ranks in the top five in terms of average household disposable income.

e There is a Free Trade Agreement between the United States and Australia that has
effectively eliminated tariffs on most goods.

¢ |International trade holds a proportionately larger share of the Australian economy.

Australians are accustomed to sourcing from overseas.

Australia is generally welcoming to foreign investment, and the country’s investment
climate is conducive to investment from the United States. In 2014, the United States. was
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Australia’s largest source of Foreign Direct Investment (FDI) stock, totaling US$159 billion of
investment or approximately 24% of all FDI in Australia. Australia is the United States’ 15th
largest export market and third largest trading partner. U.S. direct investment in Australia is
led by mining, finance and insurance, and manufacturing sectors.

The Commonwealth Government declared when it came into office in September 2013 that
Australia was “open for business.” The government pledged to reduce levels of bureaucracy
to encourage investment. Since coming to office, the government has repealed a tax on
carbon emissions and a tax on mining company profits, sought to reduce the number of
regulatory measures and position Australia as an open and investment-friendly destination.
The government has also embarked on wide-ranging reviews of national competition policy,
labor market reform, taxation policy, and productivity.

Since coming into force on January 1, 2005, the Australia-U.S. Free Trade Agreement
(AUSFTA) has introduced reduced tariffs, increased quotas and investment thresholds,
provided greater intellectual property protection, and fostered greater two-way investment.
Since the agreement entered into force, Australian companies have gained access to the
U.S. federal government procurement market and over 99% of U.S. exports of consumer
and industrial goods now enter Australia duty-free. Since AUSFTA came into force in 2005,
U.S. goods exports to Australia have risen from a nominal US$13.96 billion in 2004 to
US$26.67 billion in 2014, an increase of 91% in dollar terms.

In accordance with tariff eliminations agreed as part of the AUSFTA, a number of changes
occurred on January 1, 2015, in line with the 10th anniversary of the agreement coming
into force. Remaining U.S. tariffs on wine, and textiles and apparel were removed. There
was an increase in the duty-free tariff rate quotas for Australian exports of beef, dairy,
tobacco, cotton, peanuts and avocados, and the remaining Australian tariffs on textiles and
apparel were also removed.

Australia has a well-established legal and court system for the conduct or supervision of
litigation and arbitration, as well as alternate dispute processes. The country is a world
leader in the development and provision of non-court dispute resolution mechanisms, and
is a signatory to all the major international dispute-resolution conventions. There are few
disputes that involve foreign investors.

Australia has an AAA international credit rating with a well-developed, deep and
sophisticated financial market that is regulated in accordance with international norms.
Australia’s four leading banks are highly ranked in terms of financial security and
international rankings.

Australia has a large services sector (over 70% of GDP), but is also a significant resources,
energy and food exporter. The country’s abundant and diverse resources attract high levels
of foreign investment and include extensive reserves of coal, iron ore, copper, gold, natural
gas, uranium, and renewable energy sources. A series of major investments, such as the
US$52 billion Gorgon LNG project led by Chevron, will significantly expand the resources
sector. Currently there is a large investment pipeline, but slowing commaodity prices and
high project costs have led to a significant decline in the value of the investment pipeline.
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e We advise American firms examining the Australian market to pay attention to macro
measures of opportunity, which give it more purchasing power relative to that in less-
developed economies. Along with the Free Trade Agreement, the case for entering
or expanding in the Australian market is stronger than the population of 23 million
might suggest.

e Australia’s relative market appeal remains convincing, with few barriers to entry, a
familiar legal and corporate framework, sophisticated consumer and industrial
sectors, and a straightforward, English-speaking business culture. The Australia-U.S.
Free Trade Agreement enhanced the long and successful trading relationship by
eliminating tariffs on almost all U.S. manufactured and agricultural goods.

We believe 2015 will continue to show demand for American companies with innovative
products and technologies in the Australian market. We invite you to contact us to help you
analyze and execute your objectives for the Australian market.

Market Challenges
e Australia’s distance from the rest of the world, large land area and relatively small
population has led to market dominance by a few large firms in certain sectors.

e Australia is integrated into the world economy and remains a commercial and
financial center for the region. American companies will find that Australian and
third-country competitors in Australia have some long-established brands with strong
reputations and existing supplier relationships.

e Australia has ready access to Asian and other low-cost producers. American firms
must therefore demonstrate sufficient added value to overcome the costs of getting
the product to market, and to compete.

Market Opportunities

In terms of broad merchandise trade categories, the United States is a major exporter to
Australia of transportation equipment, machinery, chemicals, electronic products, fabricated
metal products, processed foods, electrical equipment, plastics and rubber products,
primary metal products, and agricultural products and equipment.

Specific product/service sectors that we have identified as representing strong prospects
for U.S. exporters are pleasure craft; aircraft and parts; agricultural machinery; medical
equipment; information technology services; tourism; and smart grid technology.

Market-Entry Strategies
e Successful market entry strategies for Australia have three common elements:
understanding the market, selecting the optimal partner, and providing ongoing
support to that partner in the market.

e A common language and familiar business framework may lead Americans to
overlook Australia’s cultural and market differences. It is vital to first gain an
understanding of the Australian context for a product or service, its competitors,
standards, regulations, sales channels and applications.
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e Success in the Australian market often requires establishing a local sales presence.
For many American exporters, this means appointing an agent or distributor. The
bounds of that appointment are negotiated and may include only certain states of
Australia, the entire country or New Zealand as well.

e The distance from many of their trading partners and the sheer size of the Australian
continent—comparable to the continental U.S.—causes Australian firms to stress the
importance of local support and service. American companies should visit Australia
both to meet prospective partners and demonstrate ongoing support, as this is the
common practice of their competitors.

Most of the criteria American firms use to select agents or distributors are applicable to
Australia, with expectations adjusted to the scale of the market given the population of
23 million. Performing due diligence is just as important as in the United States, and we
offer resources to assist in that work.

“Doing Business in Australia” article is provided by the U.S. Commercial Service, the trade
promotion arm of the U.S. Department of Commerce’s International Trade Administration.
For more information on doing business in Australia, you may visit their website at
www.export.gov/Australia.

The following charts are based on import data as a proxy to the domestic markets
collected by the Australian Bureau of Statistics (ABS) in association with the Australian
Music Association (AMA)
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AUSTRALIA SNAPSHOT

Demographics

Population in millions ~ 22.7 Demographics
Age Male Female

0-14 2.09 1.98

15-64 7.69 7.47

65 & Over 1.63 1.89

15-64

66.6%

Median Age 38.4
Population Growth 1.07%

Economy
L Data Source: Demographics, Economy and Trade from CIA World Factbook, Music Industry from The Music Trades.
GDP (PPP) $ 1.49 trillion GDP (PPP): Gross Domestic Product based on purchasing-power-parity (PPP) valuation of country GDP in U.S. dollars.
GDP Per Capita $65,400
GDP-Real Growth Rate 2.40%
Unemployment Rate 6.20%
Inflation 1.90%
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Trade
Total Export | $184.4 billion Export as % of GDP | 12.38%
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Percussion category includes drum kits, individual drums,
cymbals, and educational and other percussion.
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Sound Reinforcement category includes speakers, self- Digital Electronics category includes synthesizers, modules
contained amplifiers, guitar and bass amplifier sets (combo), and other electronics.
signal processors, mixers, and multi-track systems.

Units x 1,000
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International Data

AUSTRIA

e The Austrian market has declined slightly, down 100 million euros without VAT.

e Now as before, the market is dominated by keys (35%) and brass (24%), followed by
fretted instruments (16%).

e Keys, brass and acoustic guitars are very stable. Brass is selling very well in the high-
end price range.

e Activities of large- and medium-sized dealers were satisfactory on the whole, but
small dealers are coming under increasing pressure and can survive only in the
niche business—store closings have already begun and will continue in the coming
years (20% — 30% are expected).

e |nternet shops exist in Austria on a modest level; the online business is dominated by
German companies.

e Fortunately, music education is generously supported in most regions of Austria by
the government, states and cities. There are currently 2,200 brass bands and 390

music schools educating 220,000 students.

e |n summary, it can be said that 2015 brought no major changes and we do not
expect big changes this year.

Commentary by Otmar Hammerschmidt, Chairman of the Austrian Musical Instruments
Retailer’s Association

DOING BUSINESS IN AUSTRIA

Market Overview
Some important facts about Austria and its market:

e Population of 8.5 million—a dynamic European Union Member State.

e Austria is an attractive location for regional headquarters for U.S. firms looking to
expand in the region.

e Historical and economic ties to neighboring countries in Eastern Europe and the
Balkans.

e Approximately 330 U.S. firms have subsidiaries, affiliates, franchisees and licensees
in Austria; 100 of these companies have regional responsibilities for Central and
Eastern Europe, including countries in the Balkan Peninsula.

Austria
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e Qverall imports to Austria amounted to US$172.5 billion (at the 2014 annual average
exchange rate of US$1.00 = EUR 0.75) in 2014 (source: Statistik Austria).

e U.S. exports to Austria amounted to US$5.95 billion, representing an increase of
3.3% from 2013 (source: Statistik Austria).

e Principal U.S. exports to Austria are machinery, medical devices, pharmaceuticals
and chemicals, aircraft and aircraft components, coal, and computer equipment and
parts.

e Principal Austrian exports to the United States include specialized industrial
machinery, pharmaceuticals, glassware, electric power machinery and some food
products.

e Economic conditions in Austria continue to remain favorable.

e |n line with its EU neighbors, Austria’s economy generally is on a slower growth path
than before the 2008-2009 financial/economic crisis.

e Within the next three years, U.S. exporters will still find opportunities to gain market
position within most Austrian industry sectors.

Note: There are differences between Austrian and U.S. import-export statistics. Statisticians
call it the “Rotterdam Effect”: the discrepancy in trade statistics that appear when goods
are transshipped to other countries before they reach their final destination. The difference
appears because the U.S. export statistics often only measure shipments to the first foreign
port of entry, while the Austrian statistics are calculated on a cost, insurance and freight
(CIF) basis.

Market Challenges
e \When establishing a business in Austria, U.S. companies may still encounter some
bureaucratic barriers.

e Most business activities in Austria are regulated and require that a separate
application be made for a business license and registration in the commercial
register.

Market Opportunities
To overlook Austria would be to overlook one of the world’s most prosperous nations (on a
per capita basis).

Doing business in and with Austria presents certain advantages. Listed below are the top
five reasons why U.S. companies should consider exporting to this country:

e First, Austria is located at an international crossroads within Central Europe, which
offers a logistical advantage over other countries in the region. Austria is a member
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of the Schengen Agreement and offers U.S. companies access to growing markets in
Eastern and Southeastern Europe.

e A second advantage for Austria is its well-diversified and relatively resilient economy.
Austria represents a good opportunity for export, joint ventures and investment. In
response to pressure from the newest EU members, which offer investors lower
corporate tax rates, Austria’s tax rate was decreased in 2005 from 34% to 25%.

e A third plus for Austria is its membership in the EU and the euro currency zone.

e A fourth advantage Austria offers is that the United States is its fourth largest trading
partner and its leading trading partner outside Europe.

e |astly, U.S. companies entering the market for the first time will benefit from the
strong trading relationship already established between the two countries.

Major Projects: Austrian electricity providers plan to invest approximately US$10.6 billion in
power generation, distribution and efficiency upgrades between now and 2020.

The Transatlantic Trade and Investments Partnership (TTIP) is an ambitious and
comprehensive trade and investment agreement that will promote transatlantic international
competitiveness, jobs and growth. TTIP aims to address non-tariff barriers that impede
trade in goods and services and seeks to promote greater compatibility, transparency and
cooperation in the regulatory and standards arenas. According to non-U.S. government
estimates, transatlantic zero-tariffs could boost U.S. and EU exports each by 17%. A

25% reduction in non-tariff barriers could increase the combined EU and U.S. GDP by
US$106 billion.

Market-Entry Strategies
e Select one distributor or agent for the entire Austrian market.

e |n case of a limited number of customers and end-users in Austria, a distributor
might be appointed in Germany to cover all of German-speaking Europe.

“Doing Business in Austria” article is provided by the U.S. Commercial Service, the trade
promotion arm of the U.S. Department of Commerce’s International Trade Administration.
For more information on doing business in Austria, you may visit their website at
www.export.gov/Austria.

The following charts are based on import and export data obtained from the website of
the International Trade Centre (ITC)
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AUSTRIA SNAPSHOT

Demographics

Population in millions 8.7 Demographics
Age Male Female

0-14 0.62 0.59
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Median Age 43.6
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Austria Snapshot

Trade
Total Export | $141.4 billion Export as % of GDP | 35.02%
Total Import | $139.8 billion Import as % of GDP | 34.62%
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BRAZIL

South America has been undergoing huge political and economic changes over the last 10
years. From the good to the bad, Brazil is a part of that.

While | write these comments, the Brazilian president, Ms. Dilma Rousseff, is suffering an
impeachment process. The vice president, Mr. Michel Temer, has the support of the biggest
investors (national and international); the business interests in the country will be pleased to
have a new perspective (or not).

Paraphrasing the investor, philosopher and author of the book Black Swan, Nassim
Nicholas Taleb, the highly improbable event has three main characteristics: it is
unpredictable; it carries a massive impact; and, after the fact, we concoct an explanation
that makes it appear less random, and more predictable, than it was. Yes, we live in the
land of Black Swan events.

The worldwide guitar market has fallen around 40% since the 2008 crises. Looking at the
Brazilian import numbers, we are now 40% less since 2011. Market specialists believe that
in two years, Brazil will recover at least 20% of this loss.

Retail Takes Cue from the New Generation

The number of online shops in Brazil increased around 15% from 2015 to 2016. New
entrepreneurs are bringing a new mentality, courtesy of the Millennium generation: fast,
connected and, despite all crises, able to manage their business.

Any country that has the major part of its income provided by commaodities has the same
unstable economic waves.

Therefore, a highly focused business such as guitars, amplifiers, violin shops and others are
dodging the crises and finding ways to build their business.

Buying and selling in the middle of so many changes, social, economic and political
instability is a hard job.

Considering new facts related to the political scandal (including corruption and money
laundering), change drives the thoughts to understand that the country will take time to

recover from the situation.

But it is now a part this country’s history. We are working to have a change in our country;
the musical market is also writing a new story. The future will tell us.

God bless Brazil.

Commentary by Daniel Neves, President of Musica & Mercado
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DOING BUSINESS IN BRAZIL

Market Overview

The Federative Republic of Brazil is Latin America’s largest economy. With 3,290,000
square miles, bordering 10 other countries and with 4,650 miles of coastline, Brazil is the
largest country in Latin America and fifth largest in the world. Brazil's 2014 GDP of
US$2.3 trillion ranks the country as the world’s seventh largest economy. However, annual
growth during 2014 dropped to 0.1% due to reduced demand for Brazilian exports in
Europe and Asia and modest consumer demand from Brazil’s large middle class.

During the past two decades, the country has prioritized macroeconomic policies that
control inflation and promote economic growth. Recently, inflation has increased, reaching
8.47% in May 2015. Urban unemployment was at 6.4% in April 2015, increasing from
4.9% in mid-2014; and wages continue to increase. Brazil's Central Bank has been steadily
raising interest rates to combat inflation, from a historic low of 7.25% in October 2012 to
13.75%.

In 2014, the United States was the second largest exporter to Brazil, accounting for
15% of Brazil's total imported goods; behind China and followed by Argentina, Germany
and Nigeria. In 2014, Brazil imported over US$229 billion of total goods, including
US$42.4 billion from the United States—a 3.7% decrease from 2013. Brazil ranked as
the United States’ ninth largest export market for goods in 2014. Brazil is also a large
market for U.S. services, accounting for an additional US$28 billion in exports in 2014.
The United States maintains a trade surplus in services that has increased over the past
decade, reaching US$17 billion in 2012, before dropping to US$11.9 billion in 2014.

Brazil represents an excellent export partner for experienced U.S. exporters. Major reasons
to export to Brazil include:

The country’s population of 202 million is the fifth largest in the world, representing
nearly 3% of global consumers.

e Atthe same time, Brazil has the highest per capita income of any of the BRICs,
with more than half of its population defined as middle class, earning between
US$11,500 and US$29,000 per year.

e Brazil is also a traditional leader among emerging markets and is now considered by
many multinational companies as an essential market for truly global businesses.

e Brazil has a natural affinity for the United States and a high regard for our products,
brands and technology. This affinity has been further reinforced through the
Scientific Mobility Program, a government scholarship that has already funded
32,716 students to study for one year in the United States. One of the stated aims of
the program is increasing science and technology cooperation between our countries.

e The Brazilian government is actively cultivating relationships with international and
U.S. businesses and prioritizing macroeconomic stability. President Rousseff’s visit
to Washington, DC, in June 2015 highlighted the shared commitment of the United
States and Brazil to work together to grow trade and investment.
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Market Challenges

Brazil has a large and diversified economy that offers U.S. companies many opportunities
to partner and to export their goods and services. Doing business in Brazil requires intimate
knowledge of the local environment, including both the direct as well as the indirect costs
of doing business in Brazil (referred to as “Custo Brasil”). Such costs are often related

to distribution, government procedures, employee benefits, environmental laws and a
complex tax structure. Logistics pose a particular challenge, given the lack of sufficient
infrastructure to keep up with nearly a decade of economic expansion. In addition to tariffs,
U.S. companies will find a complex customs and legal system.

The Government of Brazil (GOB) is the nation’s largest buyer of goods and services.
Navigating the government procurement process can be challenging. U.S. exporters may
find themselves at a competitive disadvantage if they do not have a significant in-country
presence —whether via established partnerships with Brazilian entities or some type of
company subsidiary—as well as the patience and financial resources to respond to legal
challenges and bureaucratic issues.

The unfolding scandal connected to energy giant Petrobras poses another challenge

to government and business, increasing uncertainty and creating a drag on growth. In
response, senior government officials have pledged to support the ongoing legal and
investigative processes, and Petrobras has taken concrete steps to improve internal
compliance mechanisms and restore confidence. While the economic and public relations
consequences have been severe, Brazil may yet seize a silver lining: a comprehensive
commitment to fight corruption could ultimately improve the business climate, benefitting
local and international companies alike.

Market Opportunities

On June 9, 2015, President Rousseff unveiled a new infrastructure concessions program,
which is intended to draw US$64 billion in investment over the next five years and beyond
to upgrade and operate highways, railways, ports and airports across 20 states in Brazil.
The new concessions will have less access to state bank financing than previous projects, as
bidders will be expected to use private financing as well.

The first-ever Olympic Games in South America that will take place in Rio de Janeiro in

the summer of 2016 are expected to generate numerous business opportunities for U.S.
companies in several sectors. The main projects include logistics upgrades at seaports,
airport modernization, mass transit build-out, and water sanitation. The Government of the
State of Rio de Janeiro estimates that investments in the state between 2010 and 2016 will
reach US$50 billion, in sectors including infrastructure, construction and transportation.
Most of these investments will be done under Brazil's Public-Private Partnerships (PPPs).

Other promising areas for U.S. exports and investment include agricultural equipment,
building and construction, aerospace and aviation, safety and security devices, IT,

oil and gas, medical equipment, sporting goods, environmental technologies, retail
and transportation.
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Market-Entry Strategies

Success in Brazil's business culture relies heavily upon the development of strong personal
relationships, the keystone of productive business partnerships. In most cases, U.S. firms
need a local presence and thus should invest time in developing relationships through
frequent visits to Brazil. The U.S. Commercial Service encourages U.S. companies visiting
Brazil to meet one-on-one with potential partners, and offers a slate of services such as our
Gold Key Service (GKS), through which companies can meet with pre-screened potential
clients or partners in personal meetings. We also lead delegations of Brazilian buyers to
connect with U.S. businesses at more than 30 International Buyer Program trade shows in
the United States.

It is essential to work through a qualified representative or distributor when developing new
business in the Brazilian market. Some firms may need to establish an office or joint venture
in Brazil. It is difficult for U.S. companies to get involved in public sector procurement at the
federal or state levels without a Brazilian partner, or a physical presence in Brazil.

“Doing Business in Brazil” article is provided by the U.S. Commercial Service, the trade
promotion arm of the U.S. Department of Commerce’s International Trade Administration.
For more information on doing business in Brazil, you may visit their website at
www.export.gov/Brazil.

The following charts are based on import data from the Brazilian Bureau of Business
Development, Industries and Trade, and the Ministry of Trade
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BRAZIL SNAPSHOT

Demographics

Population in millions  204.3 Demographics
Age Male Female
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Median Age 31.1
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Economy
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Brazil Snapshot E‘

Trade
Total Export | $189.1 billion Export as % of GDP 5.97%
Total Import | $174.2 billion Import as % of GDP 5.50%
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CANADA

Canada is a country in the northern half of North America. Its ten provinces and three
territories extend from the Atlantic to the Pacific and northward into the Arctic Ocean,
covering 9.98 million square kilometres (3.85 million square miles), making it the world’s
second-largest country by total area and the fourth-largest country by land area. Canada’s
border with the United States is the world’s longest land border.
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History

Beginning in the 15th century, British and French colonies were established on the
Atlantic coast, with the first establishment of a region called “Canada” occurring in 1537.
As a consequence of various conflicts, the United Kingdom gained and lost territories
within British North America until it was left, in the late 18th century, with what mostly
geographically comprises Canada today. On July 1, 1867, the colonies of Canada, New
Brunswick and Nova Scotia joined to form the autonomous federal Dominion of Canada.
This began an amalgamation of provinces and territories to the self-governing Dominion to
the present 10 provinces and three territories forming modern Canada. In 1931, Canada
achieved near total independence from the United Kingdom with the Statute of Westminster
1931, and full sovereignty was attained when the Canada Act 1982 removed the last
remaining ties of legal dependence on the British parliament.
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Economy

Canada is the world’s 11th-largest economy as of 2015, with a nominal GDP of
approximately US$1.79 trillion. It is a member of the Organisation for Economic
Co-operation and Development (OECD) and the Group of Eight (G8), and is one of the
world’s top 10 trading nations, with a highly globalized economy. Canada is a mixed
economy, ranking above the United States and most western European nations on the
Heritage Foundation’s index of economic freedom, and experiencing a relatively low level
of income disparity. The country’s average household disposable income per capita is over
US$23,900, higher than the OECD average.

In 2014, Canada’s exports totalled over C$528 billion, while its imported goods were worth
over C$523 billion, of which approximately C$349 billion originated from the United States,
C$49 billion from the European Union and C$35 billion from China. The country’s 2014
trade surplus totalled C$5.1 billion, compared with a C$46.9 billion surplus in 2008.

Since the early 20th century, the growth of Canada’s manufacturing, mining and service
sectors has transformed the nation from a largely rural economy to an urbanized, industrial
one. Like many other developed nations, the Canadian economy is dominated by the service
industry, which employs about three-quarters of the country’s workforce.

The global financial crisis of 2008 caused a major recession, which led to a significant rise
in unemployment in Canada. By October 2009, Canada’s national unemployment rate had
reached 8.6%, with provincial unemployment rates varying from a low of 5.8% in Manitoba
to a high of 17% in Newfoundland and Labrador. Between October 2008 and October 2010,
the Canadian labour market lost 162,000 full-time jobs and a total of 224,000 permanent
jobs. Canada’s federal debt was estimated to total C$566.7 billion for the fiscal year
2010-11, up from C$463.7 billion in 2008-09. In addition, Canada’s net foreign debt rose
by C$41 billion to C$194 billion in the first quarter of 2010. However, Canada’s regulated
banking sector (comparatively conservative among G8 nations), the federal government’s
pre-crisis budgetary surpluses and its long-term policies of lowering the national debt
resulted in a less severe recession compared to other G8 nations. As of 2015, the Canadian
economy has largely stabilized and has seen a modest return to growth, although the
country remains troubled by volatile oil prices, sensitivity to the Eurozone crisis and higher-
than-normal unemployment rates.

Population

The 2011 Canadian census counted a total population of 33,476,688, an increase of around
5.9% over the 2006 figure. By December 2012, Statistics Canada reported a population

of over 35 million, signifying the fastest growth rate of any G8 nation. Between 1990 and
2008, the population increased by 5.6 million, equivalent to 20.4% overall growth. The
main drivers of population growth are immigration and, to a lesser extent, natural growth.
Canada has one of the highest per-capita immigration rates in the world, driven mainly by
economic policy and, to a lesser extent family reunification. The Canadian public (as well

as the major political parties) supports the current level of immigration. In 2010, a record
280,636 people immigrated to Canada. The Canadian government anticipated between
280,000 and 305,000 new permanent residents in 2016, a similar number of immigrants
as in recent years. New immigrants settle mostly in major urban areas like Toronto, Montreal
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and Vancouver. Canada also accepts large numbers of refugees, accounting for over 10% of
annual global refugee resettlements.

Ethnicity

According to the 2006 census, the country’s largest self-reported ethnic origin is Canadian
(accounting for 32% of the population), followed by English (21%), French (15.8%),
Scottish (15.1%), Irish (13.9%), German (10.2%), ltalian (4.6%), Chinese (4.3%), First
Nations (4.0%), Ukrainian (3.9%) and Dutch (3.3%). There are 600 recognized First
Nations governments or bands, encompassing a total of 1,172,790 people. Canada’s
aboriginal population is growing at almost twice the national rate, and 4% of Canada’s
population claimed aboriginal identity in 2006. Another 16.2% of the population belonged
to a non-aboriginal visible minority. In 2006, the largest visible minority groups were South
Asian (4.0%), Chinese (3.9%) and Black (2.5%). Between 2001 and 2006, the visible
minority population rose by 27.2%. In 1961, less than 2% of Canada’s population (about
300,000 people) were members of visible minority groups. By 2007, almost one in five
(19.8%) were foreign-born, with nearly 60% of new immigrants coming from Asia (including
the Middle East). The leading sources of immigrants to Canada were China, the Philippines
and India. According to Statistics Canada, visible minority groups could account for a third
of the Canadian population by 2031.

Self-reported ethnic origins of Canadians (as per 2011 census data)
e European (76.7%)
e Asian (14.2%)
e Aboriginal (4.3%)
e Black (2.9%)
e Latin American (1.2%)
¢ Multiracial (0.5%)
e Other (0.3%)

Languages

A multitude of languages are used by Canadians, with English and French (the official
languages) being the mother tongues of approximately 60% and 20% of Canadians,
respectively. Nearly 6.8 million Canadians listed a non-official language as their mother
tongue. Some of the most common non-official first languages include Chinese (mainly
Cantonese; 1,072,555 first-language speakers), Punjabi (430,705), Spanish (410,670),
German (409,200) and ltalian (407,490).

Approximately 98% of Canadians can speak English and/or French.
e English — 56.9%
e English and French (Bilingual) — 16.1%
e French-21.3%

Music

The Canadian music industry is the sixth largest in the world, producing internationally
renowned composers, musicians and ensembles. Music broadcasting in the country is
regulated by the Canadian Radio-television and Telecommunications Commission (CRTC).
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The Canadian Academy of Recording Arts and Sciences presents Canada’s music industry
awards, the Juno Awards, which were first awarded in 1970. The Canadian Music Hall of
Fame, established in 1976, honours Canadian musicians for their lifetime achievements.

Well-known Canadian artists include Rush, Drake, Justin Bieber, Nelly Furtado, Sarah
Mclachlan, Gordon Lightfoot, Oscar Peterson, Joni Mitchell, Robbie Robertson, Celine Dion,
Bryan Adams, Shania Twain, Diana Krall, Neil Young and many more.

Arts Funding

Canada has a very high degree of arts funding, especially compared to the United States.
Billions of dollars flow from the federal, provincial and municipal governments to artists,
music associations, music conferences, venues, concerts, schools and festivals.

During the nine years that the Harper conservative government was in power, they made
ongoing cuts to federal arts funding.

In October 2015, the Liberal Party under Justin Trudeau pulled off a landslide victory and
took power as the new federal government in November 2015.

The new Liberal Government unveiled its first budget on March 22, and in it the federal
government made good on a number of campaign promises related to arts funding. In total,
the Liberal Government committed C$1.9 billion in new funding over five years to arts and
culture programs and institutions.

In the 269-page budget, the government committed to investing an additional C$675 million
in the CBC/Radio Canada over the next five years “to modernize and revitalize CBC/Radio
Canada in the digital era.” This is divided into C$75 million this coming fiscal year and
C$150 million in each of the next four years.

The Canada Council for the Arts also received a major infusion of funding, with government
committing an additional C$40 million to the Council’s budget this year, which is below

the C$90 million promised during the campaign for this year, but there are incremental
increases each following year up to C$180 million in 2020-21. This equals C$550 million in
total new funding for the Canada Council for the Arts.

The Canada Cultural Spaces Fund will receive C$168.2 million over two years to help
regional arts groups and festivals with construction, renovations and repairs.

The National Arts Centre in Ottawa will also be getting an additional C$114.9 million to
renovate the building’s performance spaces and an additional C$35 million will be spent

promoting Canada’s cultural industries abroad.

Canadian corporations are also major sponsors of artists, venues, schools, conferences,
tours and festivals.

Much of this funding has a major trickle-down effect on Canada’s musicians, facilities and
music organizations.
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Musical Instrument Sales

Musical instruments are available to consumers in Canada through musical instrument
stores, music conservatories, department stores, electronics retailers, computer stores, gift
stores and e-commerce websites. E-commerce sites are located primarily in Canada and
the United States and are stand-alone operations or operated by bricks-and-mortar musical
retailers. Most products sold in Canada are imported from the United States, China and
Europe but there is a growing Canadian manufacturing base.

Statistics Canada tracks all products that come into Canada and are declared through
Canada customs.

Year-over-year changes in imports:

Category 2011 2012 2013 2014 2015
Acoustic Fretted Instruments 9.9% 14.2% 0.9% 1.0% 19.6%
Bowed Instruments -0.3% 2.6% 51% -13.7% 24.7%
Brass Instruments -6.7% -1.0% 2.8% -13.0% 28.4%

Electric Instruments

(Guitars/Drums) 14.4% -2.1% -7.3% -0.9% 6.0%

Electronic Keyboards -8.0% 5.1% 0.2% -3.4% 12.9%
PA/Recording -26.5% 10.3% 10.8% -0.5% 24.5%
Percussion Products 10.7% 0.2% 92% -14.4% 30.1%
Pianos 8.9% -7.3% -0.6% -52%  26.8%
Printed Music -4.6% 2.3% -2.2% 8.0% 12.3%
Strings and Accessories 8.8% 15.0% -5.8% -22.1% 23.6%
)’V:ffgg:gn/ Harmonica 19%  99%  10%  -7.2%  17.4%
TOTAL -20.1% 8.6% 7.3% -1.9% 23.1%

It should be noted that Canada supports an extensive and vibrant domestic music products
manufacturing base as well, with world-leading names in percussion, fretted instruments,
instrument amplifiers and PA gear being produced domestically for both the Canadian
market and global markets. The quantity and value of these domestically produced products
would not be included in the import statistics above.

Also not included are products that come into the country without being cleared through
Canada Customs.

Current Industry Status
Canadian Music Trade magazine conducted surveys of Canadian dealers and suppliers in
June 2016 to determine the Industry Status for 2015 and the Outlook for 2016.



Dealer Survey

In 2015, did your revenue:
Increase - 61%

Decrease - 18%

Stay the same - 21%

In 2016, do you expect your revenue to:
Increase - 64%

Decrease - 11%

Stay the same - 25%

What is your biggest challenge for 20167
Finding and keeping great staff - 7%
Getting your business more organized - 25%
Taking on new profitable lines - 11%
Online competition - 18%
Cross-border shopping - 4%
Chain store competition - 11%
Other - 25%
“Other” responses:
“The Alberta economy”
“Currency exchange, higher costs for products
“Cross-border shopping”
“Weak Canadian dollar”

”

Supplier Survey

In 2015, did your revenue:
Increase - 89%

Decrease - 0%

Stay the same - 11%

In 2016, do you expect your revenue to:
Increase - 78%

Decrease - 0%

Stay the same - 22%

What is your biggest challenge for 20167
Finding and keeping great staff - 11%
Getting your business more organized - 11%
Taking on new profitable lines - 11%
Online shopping - 11%
Cross-border shopping - 0%
Currency fluctuations - 22%
Other - 3%
“Other” responses:
“Attracting and retaining customers”
“Manufacturing”

International Data
Canada
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Information sources:
e Canadian Music Trade magazine
e Canadian Musician magazine
e Statistics Canada
e Wikipedia

Commentary by Jim Norris, President of Norris-Whitney Communications, Inc.

DOING BUSINESS IN CANADA

Market Overview

Canada continues to maintain its ranking as the United States’ largest export market in the
world, accounting for US$312 billion of U.S. goods. This figure represents a US$12 billion
increase (4%) from 2013 and the highest total on record. Proximity, ease of doing business,
a common business culture, rule of law and high receptivity for U.S.-made goods and
services contribute to the already significant bilateral trade base. Anticipated future growth
and expansion of the Canadian economy ensure that U.S.-made goods and services will be
competitive in this market in the coming years. In 2013, Canada ranked third in the world in
foreign direct investment (FDI) to the United States.

No two countries are as closely integrated as the United States and Canada. The
relationship is truly mutually beneficial; the United States is Canada’s largest export market,
accounting for US$348 billion (77%) of Canadian exports of goods in 2014. The United
States is Canada’s largest FDI contributor. This unique trade and investment relationship

is based on an increasingly integrated supply chain; on co-production of new, leading
technologies; and on the positive flow of people, talent and ideas. In fact, the United States
maintained its No. 1 ranking as Canadian’s favorite tourist destination, and vice versa, in
2014 with travel and tourism contributing billions to each country’s economy.

There is long-term optimism about the future of this relationship and the prospects for
expanded trade and investment. North America represents 25% of the world’s GDP. This
means businesses will continue to find viable markets for competitive products and services.
In particular, new developments in shipbuilding, air defense, safety and security, IT,
infrastructure, mining, and renewable energy will create business opportunities.

The Canadian and U.S. federal governments in 2011 launched two ambitious initiatives to
streamline the movement of people and goods safely across the common border — Beyond
the Border and the Regulatory Cooperation Council —and will continue to implement these
programs to help U.S. and Canadian businesses reduce operational costs while effectively
streamlining trading procedures.

Market Challenges

Canada remains among the most accessible markets in the world. Nevertheless, doing
business in Canada is not the same as doing business in the United States. Canada
Customs documentation, bilingual labeling, packaging requirements, International Traffic in
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Arms Regulations (ITAR), and Canadian federal and provincial sales tax accounting can be
surprisingly challenging.

Canadian federal, provincial and municipal procurement procedures, while open in
principle to U.S. bidders, vary from procedures in the United States. Bidders must be
registered in Canada to bid, and bidders must fulfill all Canadian requirements to qualify to
bid (mandatory requirements are non-negotiable). In some cases, security clearances are
required for personnel prior to submitting a bid, and in a number of projects, there may be
requirements for offsets (known as Industrial Technical Benefits or ITBs).

Increasing competition in a number of sectors but in particular cosmetics, vitamins,
electronics and home furnishings translates into a need for competitive pricing; aggressive,
imaginative marketing; and deep discounts for agents and distributors. Other ways to
differentiate from your competitors are to offer agents and distributors specialized training
and flexible contract terms, or to offer end users after-sales support.

Market Opportunities
The following market trends are creating new business opportunities for U.S. firms in several
key sectors.

Mechanisms for facilitating trade at the border include pre-inspections and technological
advances. Streamlined regulatory requirements will improve and expand just-in-time
delivery of goods and services, and will strengthen and expand supply chains. This will
provide enhanced opportunities in particular for U.S. firms seeking to enter the Canadian
aerospace and automotive sector supply chains.

Opportunities exist for expansion in Canadian travel and tourism to the United States,
including medical tourism.

Qil prices have a significant impact on the Canadian economy, especially in the Western
province of Alberta. Nevertheless, there are opportunities in the energy and other natural
resource sectors including renewable energy, mining, oil and gas, and environmental-related
sectors.

Market-Entry Strategy

For many companies (particularly in the manufacturing and construction sectors), frequent
visits to Canada and establishing a local presence will be crucial to long-term market
success. For many U.S. companies, joining a U.S. delegation to a Canadian trade show can
be the best first step.

“Doing Business in Canada” article is provided by the U.S. Commercial Service, the trade
promotion arm of the U.S. Department of Commerce’s International Trade Administration.
For more information on doing business in Canada, you may visit their website at
www.export.gov/Canada.

The following charts are based on import data from Statistics Canada as collected by
Steven Butterworth, Vice President of the Musical Instruments Division at Yamaha
Canada Music Ltd.
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CANADA SNAPSHOT

Demographics

Population in millions  35.1

Age Male Female
0-14 2.78 2.64
15-64 11.86 11.59
65 & Over 2.77 3.46

Median Age 41.8
Population Growth 0.75%

Demographics

Economy
- Data Source: Demographics, Economy and Trade from CIA World Factbook, Music Industry from The Music Trades.
GDP (P PP) $1 .63 trillion GDP (PPP): Gross Domestic Product based on purchasing-power-parity (PPP) valuation of country GDP in U.S. dollars.
GDP Per Capita $45,900
GDP-Real Growth Rate 1.00%
Unemployment Rate 6.90%
Inflation 1.20%
Canada GDP (PPP)
18 - (U.S. S in trillions)
Economy 161
141
121
1.0
08
X GDP-Industry 0.6
GDP-Service 27.9%
70.5% 0.4
02
0.0

GDP-Agriculture
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Trade
Total Export | $428.3 billion Export as % of GDP | 26.28%
Total Import | $440.9 billion Import as % of GDP | 27.05%

Annual Percentage
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Mexico

Music Market $738.0 million

Sales Per Capita | $21.03

Global Share 4.40%
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