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Business Outlook: Hope is no Substitute for Realit \

Don’t Count on a Robust 2008 Holiday Selling Seaso n

We anticipate that the
economy will continue to
remain weak for most of
the summer and into the
fall, with a bottoming out of
downward pressure occur-
ring later in the year. Look
for a slow, moderate re-
covery to begin to exert
itself during the first half of
2009. As a result, we an-
ticipate  both  back-to-
school and, more impor-
tantly, the 2008 holiday
shopping season, will be
disappointing. Our current
forecast is for the 2008
holiday selling season to
come in at a weak 2.7-
2.9% growth rate, (see
Chart 1, page 19), below
last year's 3.0%.' For a
change the industrial,
rather than the consumer,
sector will lead the US out

of this slowdown. In addi-
tion, we anticipate that en-
ergy prices will return to
“normalized” levels, that
the housing market will
reach its bottom, and that
credit availability will ex-
pand. Longer-term, we
believe that the current
economic slowdown will
have a major structural
impact on  consumer
spending trends.

The wild-card continues to be
energy prices. Gas above $4.00
per gallon will be a drag on retail
sales; under $3.00 may boost
sales. We believe that energy
prices will start to return to
“normal” levels after the Olympics
conclude (the Chinese are stock-
piling oil), emerging markets be-
gin to reduce energy subsidies,
new supply becomes available in
Iraq and Brazil, and the global
economic slowdown starts to

e ef.

Weak back-to-school, holi-
day sales ahead

impact demand. We do not, how-
ever, believe that a moderation in
oil prices will, by itself, alter our
holiday forecast.

Continued, Page 19
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DCN Business Roundtable: Second-Half 2008 Outlook

for the DCN Industry

On June 9, the Platt Re-
tail Institute organized a
conference among various
industry leaders to assess
the outlook for the DCN
industry. These include:

Moderator : Richard Bar-
nes, Editor-in-Chief,
Cleverdis, France

Panel: Nick Deen, Senior
Market Development Man-
ger, Sony Europe, Nether-
lands; Jeffrey Mack, Chair-
man, President & CEO,
Wireless Ronin Technolo-
gies, US; Todd Eastman,
Senior Manager, Interac-
tive Technology Design,
Best Buy, US; Michael

Scott, Technology Direc-
tor, Clear Channel Out-
door, UK; and Steven
Keith Platt, Director and
Research Fellow, Platt
Retail Institute, US.

Continued, Page 32
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PRI Members

PRI's mission is to initiate
and secure the funding of
studies on specific retail
business issues. PRI
functions as a conduit,
bringing together retail
executives with leading
researchers. The gene-
sis of the Retail Institute
is the recognition of the
wealth of knowledge be-
ing produced at the uni-
versity level on one
hand, and the need for
advanced yet practical
business research and
insight at the retail level,
on the other.

We are grateful to the
following members of the
Platt Retail Institute for
their support.

This report is not to be re-
produced or published, in
any form or by any means,
without the express written
permission of the Platt Retail
Institute. This material is
protected by copyright pur-
suant to Title 17 of the U.S.
Code.

Copyright © PLATT RETAIL
INSTITUTE 2008. All rights
reserved.
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accuracy, and such information

may be incomplete or

condensed. All opinions and broadcast multimedia

estimates included in this re-
port constitute our judgment as
of this date and are subject to
change without notice. This
report is for information
purposes only.

Although the information in this
report has been obtained from
sources that the Platt Retail
Institute believes to be reliable,
we do not guarantee its
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Retail Sector Performance

Building Materials, Garden and Supply Stores

Sales fell 0.9% in June, following an increase of 2.3% in May. On an annualized
basis, sales are up 15.3% for the trailing 3-months, and are down 1.5% for the
trailing 12 months.

Food and Beverage Stores

Sales rose 0.6% in June, following a decrease of 0.2% in May. On an annualized
basis, sales are up 4.7% for the trailing 3-months, and are up 5.8% for the trailing
12 months.

Clothing and Accessory (Apparel) Stores

Sales rose 0.6% in June, following an increase of 0.8% in May. On an annualized
basis, sales are up 8.1% for the trailing 3-months, and are up 2.9% for the trailing
12 months.

General Merchandise Stores

Sales rose 0.4% in June, following an increase of 1.3% in May. On an annualized
basis, sales are up 10.1% for the trailing 3-months, and are up 5.6% for the trail-
ing 12 months.

Department Stores

Sales rose 0.3% in June, following an increase of 0.5% in May. On an annualized
basis, sales are up 4.0% for the trailing 3-months, and are down 1.3% for the trail-
ing 12 months.

Auto Retailers

Sales fell 3.3% in June, following a decrease of 0.6% in May. On an annualized
basis, sales are down 24.8% for the trailing 3-months, and are down 9.5% for the
trailing 12 months.

Gasoline Retailers
Sales rose 4.6% in June, following an increase of 3.3% in May. On an annualized

Copyright © PLATT RETAIL basis, sales are up 39.6% for the trailing 3-months, and are up 24.5% for the trail-

INSTITUTE 2008. All rights
reserved.
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Retall Strateqy Note: Mobile Marketing has Outstand

ing

Potential as a Retail In-Store Marketing Channel

Mobile marketing is an
emerging form of consumer
communication. As part of
the marketing mix, it pos-
sesses various unique capa-
bilities. For example, mobile
marketing is extremely per-
sonal, enabling highly tar-
geted, one-to-one messag-
ing. It also facilitates both
push (to the consumer) and
pull (from the consumer)
marketing. Further, its im-
pact upon consumer behav-
ior can accurately be meas-
ured. Finally, almost all con-
sumers have mobile phones,
thus there is a limited capital
cost associated with ena-
bling the media, as con-
trasted to the investment
required to construct bill-
board signs or a television
network, for example. Be-
cause of these attributes,
mobile marketing (*“MM”)
represents an outstanding
opportunity to extend tar-
geted messages to consum-
ers while they shop. As a
result, retail marketers
should explore implementing
this medium.

Mobile marketing is defined
as the communication of
marketing messages to a
consumer via a hand-held
phone by SMS (short mes-
saging service) and MMS
(multimedia messaging ser-
vice). In a retail context, this
would encompass the deliv-
ery of such messages both
inside a store and in the vi-
cinity of a store, such as in
front of a store or in an asso-
ciated shopping environ-
ment, such as a mall
(collectively referred to as “In
-Store”). As with all forms of
emerging marketing technol-
ogy, the effective use of mo-
bile marketing presents its
share of challenges. These
challenges principally re-
volve around consumer re-
sponse to messages deliv-
ered by MM. That is, the

crafting and delivery of mes-
sages that result in a posi-
tive consumer response. A
positive response, in turn,
can be achieved by a con-
sideration of both consumer
acceptance of MM as a de-
livery platform, and the rele-
vancy of messages so deliv-
ered.

Consumer response to
MM can be challenging. Due
to the personal nature asso-
ciated with one’s cell phone,
issues arise such as the time
and place messages are
received. For example, we
may be open to receiving a
promotion for beer while at a
ball game, but not so happy
to receive the same mes-
sage while in line at the
bank. In addition, if the mes-
sage is not relevant, it may
not only fail to have an im-
pact, but it could also create
negative feelings toward the
brand.

In an out-of-home setting,
the delivery of messages at
the appropriate time and
place, as well as ensuring
message relevance, is chal-
lenging. In an In-Store envi-
ronment, however, these
issues should not exist, if the
campaign is executed cor-
rectly.

In an out-of-home setting,
mounting an MM campaign
involves various complexi-
ties that are not present In-
Store. These include, among
other things, the building of
an opt-in database (to en-
sure acceptance), mining of
that database to align mes-
sages with the recipient (to
ensure relevance), as well
as connectivity issues. In an
In-Store environment, how-
ever, most of these issues
do not exist. For example,
the building of a database is
not a threshold requirement,
as consumers In-Store will
opt-in to receive MM mes-

sages in response to static
and digital signage offers
that they find of interest.
Such elective opt-in will also
ensure relevance, as con-
sumers will only act in re-
sponse to messages that
they might find of interest.
And In-Store connectivity is
a non-issue, as a simple
Bluetooth transmitter com-
municates with a consumer’s
phone.

The utility of MM in a retail
store is interesting. Applica-
tions of In-Store MM can be
illustrated as follows:

To deliver promotional
messages, such as coupons
and advertisements.*

To provide product in-
formation, such as features
and attributes, location and
way-finding, and associated
products, such as a parts list
for the do-it-yourselfer.

To enhance customer
service, such as a payment
method to enable faster
checkouts, to place orders in
advance, or to receive notice
when an order is complete.

To improve customer
loyalty, such as a comple-
ment to a rewards program
to deliver member benefits,
such as exclusive savings,
event alerts (i.e.,, wine-
tasting event at 3pm on Sat-
urday), and other tailored
information based upon cus-
tomer interests, all of which
can be communicated real
time. For example, Grand
Rapids, Michigan-based
Meijer piloted a program to
alert consumers to pending
gas price increases in ad-
vance of becoming effective,

Strategy Analytics estimates that
by 2010, MM advertising will reach
$10 billion worldwide.

Continued, Next Page
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Mobile Marketing has
OQOutstanding Potential as a

Research
Undertakings:

Retail In-Store Marketing
Channel, Continued from

Page 5

enabling customers to stop by and fill up
prior to such price increases.

Retailers considering the use of MM
should focus upon the delivery of relevant
messages in a manner that consumers will
find acceptable. In this context, relevance
relates to the value received. That is, retail-
ers need to ensure that the content is crea-
tive, entertaining and/or informative. When
a consumer has an interest in or finds utility
from a message, they will exhibit a personal
interest. Consumer acceptance relates to
how, when, and where the message is re-
ceived. If the consumer finds it intrusive, it
will result in negative feelings from the mes-
sage. Think email spam or cold calls at
home in the evening. In the context of a re-
tail store, where the consumer opts-in, this
should not present an issue.

In-Store MM represents an exciting new
digital medium, but the effective and pro-
ductive use of MM presents retailers with
various challenges. As consumers are bom-
barded with messages from various outlets,
those delivered by MM must be relevant to
garner consumer attention. And because of
the highly personal nature of cell phones,
these messages must also be welcome.

PRI North America and
European DCN Activity Index

As the digital communications network
industry continues to grow, the need to
measure activity from period to period pre-
sents itself. To address this, PRI will be
compiling two related DCN Activity Indexes.
The first to be introduced will be the North
America Activity Index, followed by the
European Activity Index.

Each Index will be a composite measure of
relative attributes presented on a ratio level.
Initially, we will be working with various in-
dustry professionals to help devise test item
concepts. The Indexes will focus on three
areas: the selected industry participant’s
current level of business activity; their view
of near-term industry prospects; and, their
view of longer-term industry activity. Each
survey will contain approximately 25 core
guestions. Each quarter, 50 surveys will be
distributed and analyzed. To encourage
industry participation, selected participants
will be named in the reports detailing re-
sults.
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Research Undertakings:

Building an Out-of-Home Measurement Model

As out-of-home (“OOH")
digital signage advertising
continues to grow, demand
to make this a measured
medium will increase. Unlike
traditional mass media, digi-
tal communication networks
(“DCN") are unique in their
ability to provide advertisers
with real-time impact and
demographic data. The
availability of this data and
the analysis thereof will, in
turn, help to continue to fuel
industry ad growth as such
analytics will increase the
value of the medium. Build-
ing upon six major analytic
studies, PRI intends to cre-
ate a superior impact meas-
urement model for out-of-
home digital screens.

Overview of the Drivers of
Media Spend Shift to OOH

Diminishing audience reach
is impacting advertising ef-
fectiveness in traditional
mass media. In addition,
persistent problems associ-
ated with gauging the impact
of most forms of advertising
have not adequately been
resolved. This fragmentation
and lack of adequate metrics
is causing marketing dollars
to be redirected to new digi-
tal channels, which are flexi-
ble, efficient and quantifi-
able.

Traditional OOH has been
limited in that the demo-
graphic controls are re-
stricted to geographical dis-
tribution and broad commu-
nity  orientation. Creative
limitations have also poised
a problem. DCN, on the
other hand, has outstanding
potential due to message
flexibility, such as the ability
to day-part messages to ap-
peal to a specific demo-
graphic, as well as to carry
varied, creative, media-rich
content. This potential will be
enhanced by the introduction

of new, more effective meth-
ods of audience measure-
ment.

Such improved measure-
ment can have a significant
impact on the OOH industry.
For example, in a recent re-
port issued by the Traffic
Audit Bureau, it was stated
that such improvements
have the “potential to dou-
ble, to 4.4 percent, the share
of American ad spending
devoted to signs, posters
and billboards.”

Traditional Measures of
Out-of-Home Media

Media impact measure-
ment has tended to focus
around the concept of mes-
sage exposure to reach a
desired level of awareness.
Exposure, in turn, considers
a message’'s reach (the
number of persons ex-
posed), and frequency (how
often  exposure occurs).
OOH media measurement of
awareness has tended to
revolve around traffic counts
and medium visibility. But
the problem with such out-
dated concepts of opportu-
nity-to-see is that they do not
consider if a message was
actually seen, nor gauge its
impact on consumer behav-
ior.

Applying Advanced Tech-
nologies to Measure the
Emerging DS OOH Market

Advancements in technol-
ogy enable us to redefine
exposure, for OOH meas-
urement and pricing pur-
poses, by addressing this
fundamental weakness.
Thus, we can then redefine
exposure to include reach,
frequency and impact
(looking at the screen and
the length of viewing time).
Further, this methodology
also enables the compiling
of demographic data

(counts, age, and sex),
which increases message
relevancy by enabling ad
targeting.

Benefits:

- Enhance targeting ads to
specific demographic.

- Gauge message impact
efficiency.

- Move message pricing
model to demographic and
its impact.

- Increase medium turn
(reduce “waste”).

- Strength/weakness of par-
ticular message types (i.e.,
attention dynamics).

RESEARCH

PRI is currently seeking
sponsorship for this re-
search project. The poten-
tial is significant because
advertisers will have great
insight into knowing who
is, in fact, looking at their
ads, and thus will have the
ability to pinpoint and buy
air time with a much
higher return on invest-
ment. This is far superior
to existing metrics avail-
able for any form of mass
or new media (i.e.,, the
internet). Recall that the
introduction of simple
click data was a vast im-
provement that the inter-
net had over traditional
mass media.
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Summary of Test Results From a Bank Branch Digital

Communications Network

By Steven Keith Platt, Platt
Retail Institute, and Dr.
Jean-Charles Chebat,
Ecole des Hautes Etudes
Commerciales, Canada

PRI Working Paper
No. 6

The importance of the cus-
tomer experience at a bank
has been established. This
is leading many institutions
to evaluate methods to en-
hance the bank branch envi-
ronment. Of significance are
digital communication net-
works (“DCN”). Yet such
networks can be expensive
to deploy and maintain.
Therefore, prior to making
such an investment, the
benefits should be evalu-
ated.

In this Working Paper PRI
tested and analyzed the im-
pact on consumer attitudes
and behavior resulting from
exposure to a DCN. The
objective is to provide de-
tailed analytics relating to
consumer response to a
DCN-delivered message
stimulus. This was accom-
plished by gauging impact
and awareness, benchmark-
ing the customer bank
branch experience, measur-
ing the influence on branch
productivity, and tracking
changes in select product/
service revenue/
transactional activity.

The underlying research is
the most detailed ever con-
ducted to measure the con-
sumer response to a digital
communication network. The
test lasted 90 days and in-
volved ten bank branches;
five Test, five Control. It in-
cluded two separate waves
of exit interviews involving
750 individuals. Thirty-eight
digital cameras were in-
stalled in the branches, and

recorded 17,000 hours of
video analyzing the behavior
of 85,000 customers. In ad-
dition, the test bank provided
an extensive amount of pri-
mary data.

The significant contribu-
tions of this project in-
clude the following:

1. Establishes a model for
measuring the tangible and
intangible attributes of a
bank DCN.

2. Methods are advanced to
guantify these benefits.

3. In this research, PRI has
applied these methods at a
test Bank.

4. It was determined that the
returns from a DCN invest-
ment are substantial.

In summary, the major
findings by PRI are pre-
sented as follows:

A. DCN Impact and
Awareness

Found that the DCN was
effective in stimulating con-
sumer message
awareness.

B. Customer Bank Experi-
ence

Customer satisfaction in-
creased as a result of the
DCN. This supports the con-
clusion that the DCN had a
positive effect on the cus-
tomer experience. Wait-time
perceptions, customer satis-
faction, customer loyalty,
likelihood of recommending
the Bank, and the level of
service compared with ex-
pectation were all positively
impacted.

C. Branch Productivity

Branch productivity was
positively impacted. The
presence of a DCN can in-
crease branch transaction
processing, resulting in re-

ducing branch labor costs.

D. Product/Service Aware-
ness and Revenue/
Transactional Activity

The following are findings
based upon DCN-delivered
messages:

1. A positive impact on prod-
uct/service awareness.

2. For 7 of 8 promoted prod-
ucts/services, purchase/
usage intent was influenced.

3. For 4 of 8 promoted prod-
ucts/services, customer be-
havior was impacted.

. The impact on customer
behavior relating to transac-
tional activities was greater
than on product/service pur-
chases.

5. When incorporated into an
integrated marketing cam-
paign, new customer prod-
uct/service sales increased
more than current customer
account activity.

6. In the majority of cases,
the Test branches outper-
formed the Control branches
in revenue generation of non
-promoted products.

Copies of this Working
Paper can be purchased
from the Platt Retail Insti-
tute, or secured from its
Sponsors pursuant to their
license agreement. The
Working Paper is 70
pages, contains 67 charts,
and sells for U.S. $1,000 .
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Guest Columnist:

Walter Loeb, President, Loeb Associates

Macy's Mega-Merger

In April, 2005 | wrote that
the realities of today’s envi-
ronment enabled a merger
that | could not have fore-
seen ten years ago. Two
proud companies were com-
bined later that year, and
retailing in the United States
changed forever. Federated
Department Stores and May
Department stores an-
nounced on February 28
that they had entered into a
merger agreement. The
transaction was for cash and
stock equaling $11 Billion
and Federated assumed
Macy's $6 Billion of debt.
The transaction was closed
by late summer and by 2007
it was forecast that there
would be cost savings of
$450 Million. 1 applauded
Federated’s (now called
Macy’s Inc.) management
as being bold and sound. It
was a decision that ab-
sorbed a competitor that had
underperformed and whose
locations were very desir-
able. The combined com-
pany would suddenly be a
national company.

| expected Federated’s pri-
vate brands such as INC,
Alfani, Charter Club and
Tools of the Trade to have
strong appeal to May cus-
tomers since many of these
brands had already
achieved national status. |
also felt that the combination
would be successful due to
the management savvy of
Federated’'s management.
What | did not realize was
that not all of May’s custom-
ers welcomed the change to
upscale merchandising and
the sale of new brands. It
was to take more time and
more TLC.

Three years later, after a
great deal of fine tuning, we

finally see the ambitious
plan come to fruition. Feder-
ated’'s management also
underestimated the eco-
nomic climate and the diffi-
culties of developing a na-
tional company with regional
merchandising divisions run-
ning the stores. Recently the
company is effecting a local
merchandising thrust called
“My Macy’s,” which now
tries to respond to local
tastes and preferences.

Department stores have
been struggling throughout
the world. There are fewer
department stores in many
countries. MANY have been
combined in order to have a
profitable operation. Today
many countries in Europe
have only one or two good
department stores. Feder-
ated’s (now Macy'’s) effort is
the right move in order to
show leadership. The com-
pany can be a leader in in-
troducing new fashions for
men, women and children
as well as for the home.
Currently Macy's stresses
star power — celebrities like
Donald Trump, Martha
Stewart, Carlos Santana,
Sean John, Tyler Florence,
Emeril, Tommy Hilfiger, Ki-
mora Lee Simmons, Russell
Lee Simmons, Paris Hilton,
Usher, Mariah Carey, etc.,
try to assure customers of
fashion and quality in a vari-
ety of products.

| believe Macy’s future is
bright. The current economic
environment forces all
stores to be very promo-
tional. But, Macy’s will sur-
vive and grow.

Walter Loeb is President of
Loeb Associates Inc., manage-
ment consultants to domestic
and international retail compa-
nies, real estate developers,
apparel companies and other
businesses associated with the
retail industry. He also helps
related companies with strate-
gic planning. He speaks fre-
quently at seminars and meet-
ings and has appeared on
many financial news programs
on TV and radio. Some of his
observations are published
monthly in Stores Magazine.
He was a Senior Retail Analyst
and Principal of Morgan
Stanley from 1974 to 1990.
Prior retail industry experience
also includes: Vice President
and Retail Analyst, Johnson
Redbook Services, a publisher
of retail industry research, P.K.
Halsted & Associates, Inc., an
international retail consulting
firm. Prior to that he held sen-
ior executive positions with
Macy's, the May Department
Stores, and Allied Stores for
more than 20 years. He is also
on the Board of the National
Retail Federation, and chairs
the NRF Associate Member
Advisory Council.
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Guest Columnist: Real Digital Media CEO Ken Goldbe

g

Major Study Results
to Reflect Vitality of
Digital Media

At a February, 2008 pres-
entation to a consumer ana-
lyst group, Procter & Gam-
ble CEO A.G. Lafley ac-
knowledged that, while P&G
spends some $10 billion
annually on consumer mar-
keting and $10 billion In-
Store retail promotion, there
is not a clear understanding
as to how shoppers actually
make purchase decisions.
Lafley is confident that his
consumer packaged goods
juggernaut will have a better
picture of what's happening
in the store as a result of
research results generated
from an In-Store Metric
(P.R.1.S.M.) project.

Per Lafley, the P.R.1.S.M.
project will assess:

1) What shoppers really had
the opportunity to see in
their shopping trip;

2) Which In-Store programs
specifically are working the
best; and

3) How much marketers
have the opportunity to sell
on any given shopping trip.

To complement results of
the P.R..S.M. study, P&G
will equip field sales staff
with tools enabling them to
calculate and compare the
ROI for a range of In-Store
marketing and consumer
promotion programs. This
combination of new data
and tools will help P&G
make a meaningful produc-
tivity improvement in the
ROl of shopper and trade
spending over the next few
years. Significantly, the re-
search findings will allow
P&G to improve returns on
total marketing spending.
The findings will provide a
way to compare returns

from In-Store programs with
returns from out-of-store
consumer marketing.

Lafley's comments provide
an unmistakable indication
that solid research leads to

better decision making,
which may drive P&G to-
ward  significant media

spend reallocations. It can
be safely predicted that, fol-
lowing the release of these
findings, digital media will
gain a larger share of the
pie, both in consumer mar-
keting and In-Store promo-
tion. Like other CPG giants
Kimberly-Clark and Unile-
ver, P&G has for decades
committed a vast percent-
age of ad dollars to tradi-
tional media such as televi-
sion and print. However,
the tide may be turning from
these clutter-laden media in
favor of digital media. In its
February 25, 2008 issue,
Advertising Age reports that
K-C plans to reduce televi-
sion spending to 46% in
2008, versus 60% in 2004.
K-C's nontraditional media
spending, which explicitly
includes digital media, will
reportedly expand from 10%
of the mix to 34%. In the
same Advertising Age arti-
cle, it is noted that Unilever
is also rethinking how much
it spends on television.

All of this bodes extremely
well for the digital media
industry. The redirection of
ad/promotion dollars to digi-
tal systems by some of the
world’s largest advertisers
indicates that the digital me-
dia industry is not only ma-
turing, but attaining legiti-
macy as a powerful media
vehicle.  The soon-to-be-
available documentation of
digital media’s In-Store effi-
cacy will contribute to its
vitality.

Editor's Note: We thank
Ken Goldberg for providing
information for this article.
Mr. Goldberg is Chief Ex-
ecutive Officer of Real
Digital Media, headquar-
tered in Sarasota, Florida.
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Guest Columnist:

Rise Vision Managing Director Ryan Cahoy

Financial Trading
Labs Reap Benefits
for Colleges and
Universities

Learning is serious busi-
ness, and the best colleges
and universities are con-
stantly finding ways to im-
prove the higher-education
experience. While students
choose colleges for a variety
of factors, one of the most
important is the school’s
ability to prepare them for a
career after graduation.
Many schools are augment-
ing their business and finan-
cial curriculum by building
on-campus financial trading
labs. These facilities often
feature digital signage to
attract prospective students
while creating the base for
programs and courses that
prepare students for high-
level jobs.

A financial trading lab can
be as simple as a converted
classroom with some spe-
cialized computer equip-
ment, or as involved as a
specially designed space for
live financial market trading.
Most campus-based trading
labs are associated with a
business school, and are
used primarily by students
who want to pursue careers
in financial services. These
trading labs can offer many
of the same elements found
at any major financial ser-
vices firm. They include
stock tickers and LCD
screens that display busi-
ness news and market infor-
mation needed to make
trading decisions, along with
computers and software that
enable students to manage
portfolios and make actual
trades.

The first question a college

or university must answer is,
why build an on-campus
trading lab? Schools that
have made the investment
say that an on-campus fi-
nancial trading lab reaps
many ongoing benefits.

“Right from the beginning,
the number one priority
should be the students,”
says Bob Kendo, Director,
The Philip Rauch Center for
Business Communications,
College of Business and
Economics, Lehigh Univer-
sity. “There are spin-off
benefits for faculty, admis-
sions, and recruiting, but it is
a student benefit.”

Indeed, many schools tout
the enhanced job offers their
students receive at leading
financial services firms. “If
you had said five years ago
that Baruch students would
be getting front-office jobs in
investment banking, people
would be very skeptical,”
says Richard Holowczak,
Associate Professor, Com-
puter Information Systems
and Director, Subotnick Fi-
nancial Services Center at
Baruch College, City Univer-
sity of New York (CUNY).
“Now we have students get-
ting internships at Goldman
Sachs, Lehmann Brothers,

Citigroup, Credit Suisse,
Barclays. They know the
terminology, they walk the
walk. We give them real-life
experience and that is the
biggest benefit.”

Above: Trading lab,
University of Arkansas,
Fayetteville

Statistics from a survey
conducted by Rise Vision
show that schools have a
variety of reasons for build-
ing an on-campus trading
lab. More than 75% report
that they built a trading lab
to boost the quality of their
business school program,
and close to 70% state they
wanted to provide a real-life
trading experience for stu-
dents. An equal amount
claimed their goals were to
enhance job prospects for
graduates as well as entice
more business-school appli-
cants. A significant majority,
77.4%, says their trading lab
is a showplace for students,
alumni, visitors, faculty and
staff. “Admissions definitely
hope that a trading lab is a
factor in terms of enroll-
ment,” says David Fehr, Di-
rector, Center for Financial

Continued, Next Page
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Financial Trading Labs Reap Benefits for Colleges a nd

Universities, Continued from Page 11

Studies and Associate Pro-
fessor of Finance at South-
ern New Hampshire Univer-
sity (SNHU). “That is a fair
statement for any univer-
sity.” While it can be hard to
track, SNHU can count at
least one convert: “A high-
school student who helped
organize a field trip to visit
our lab explicitly stated that
it was the reason he chose
our school,” says Kristin
Bristol, Associate Director,
Center of Financial Studies
at SNHU.

Real-life experience also
is important. At the Kania
School of Management at
University of Scranton,
Dean Mike Mensah notes,
“The trading lab is very dif-
ferent from traditional
classes where you use ex-
amples and fake numbers.
In here, you can actually
solve a problem and see the
real results based on real
market prices.” Holowczak
of CUNY agrees. “This is
not sitting at home using
Yahoo Finance. This is us-
ing professional tools that
real people use every day in
financial careers.

“There are certain things
you can’t do without a trad-
ing room like ours,” says
Lehigh's Kendi. “We have
students working with the
same hardware and soft-
ware they'd find on Wall
Street. We can show
[Federal Reserve chairman]
Ben Bernanke speaking in
front of Congress in one
LCD screen, and in a sec-
ond screen show how the
markets are responding.”
While building a financial
trading lab is a major project
that requires support from
the entire academic commu-
nity, those who have built a
facility believe in the invest-
ment.

At the University of Scran-
ton, which opened its room
in early 2008, Dean Mensah
says, “Already, it's the most
popular place within the
business school. The stu-
dents love to be there. This
will allow us to recruit more
effectively, students and
faculty both. It will give us
an image of being on the
cutting edge. We will be
able to expand our curricu-
lum and strengthen it not
just in finance, but also in
research for the faculty.”

The Rise Vision survey
demonstrated that trading
labs deliver results for col-
leges and universities. Thirty
percent of respondents say
their lab helped them im-
prove their ranking among
business schools, and 37%
report they have improved
the quality and/or quantity of
applications to their schools.
Close to 40% say that stu-
dents have received more
and higher-paying job offers
because of their experience
with the school’s trading lab.

“I don’t think you need a
metric for ROI for building a
trading lab. How do you put
a price on getting a student
with 1,500 board scores to
come to your school be-
cause he liked your lab?
Our kids are getting jobs on
Wall Street that they could-
n't get before, because they
now have experience with
the technology,” says Le-
high’'s Kendi. “You can't put
a number on that.”

Ryan Cahoy is the
Managing Director of
Rise Vision, Inc.




Editor’'s Note: We thank
Richard Barnes, Editor in
Chief, Cleverdis, for his
contributions to this article.
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DCN Case-in-Point: The Digital Media Autobahn at

Daimler Chrysler AG

A few years ago, Daimler

Chrysler introduced digital
signage to company-owned
locations and dealerships,
as well as some 200 inde-
pendent dealers. Digital
signage  solutions were
implemented, and pilot pro-
grams were initiated at
various locations. Despite
high expectations, initial
efforts were fraught with
problems. In an interview,
Daimler Chrysler's Chief
Information Officer Peter
Muller-Bruhl describes how
superior technology, sup-
port from marketing execu-
tives, and dealer enthusi-
asm helped to shift this
stalled program into over-
drive.

One of the main impedi-
ments to sustained usage
of digital sighage was, sim-
ply, the inability to keep it
up and running. Per Muller
-Bruhl, “The infrastructure
was not being managed
properly because nobody
considered this when the
system was being de-
signed. So the screens
kept going blank.” The lack
of consistent, updated con-
tent was also a hurdle.
Daimler Chrysler was a
sponsor of the World Cup.
Many dealers purchased
flat screens and projectors,
which remained in the
stores after the event was
over. As subsequent con-
tent was not forthcoming
following the competition,
“dealers switched on MTV
and BBC or some other
news channels. Every time
I went into one of those
stores, I'd see commercials
for other brands!”

This experience forced
Daimler Chrysler to find an
advanced IT solution. A
key requirement was a
user-friendly, cost-effective
system. They settled on a

peer-to-peer distribution
system that contains an
infrastructure  permitting
central management of the
entire operating system. It
includes patches and po-
tential hardware changes,
as well as centralized con-
trol over hardware to elimi-
nate equipment failures. A
solution was needed that
could instantly detect hard-
ware problems and be
easy to manage across
one, five or ten thousand
locations.

A plethora of consistently
updated content eliminates
the dreaded blank screens.
To keep content fresh,
every new car is shown on
screen for approximately
one month. This content is
then stored in an archive.
Muller-Bruhl  observes,
“Initially, it was important to
find a solution that could
show existing content as
well as specifically pro-
duced material. That guar-
anteed we wouldn't have
any more blank screens
because the marketing
people weren't able to pro-
duce specialized content.”

Muller-Bruhl  notes the
benefits of repurposing on-
hand ad material: *“... By
using existing TV campaign
content, | had about two to
three hours of material that
could be looped. So I did-
n't have to convince the
marketing people to create
new jobs and spend
money. Now they see the
potential and have started
producing special cam-
paigns for the media chan-
nel.”

Although the digital sign-
age business model is still
in its infancy at Daimler
Chrysler, employees at all
levels are beginning to re-
alize its potential. For ex-

ample, digital signage will
eventually all but replace
printed leaflets at dealer-
ships, which are expensive
to produce and have a rela-
tively short shelf life. Daim-
ler Chrysler executives
jumped on the digital sign-
age bandwagon. Per Mul-
ler-Bruhl, “l started to in-
vest hoping that the mar-
keting people would see
the benefits ... and they did
so much earlier than | ex-
pected, to the point that
they asked to sponsor the
rollout, because it would be
faster.”

While this was a good
start, also crucial was the
buy-in of dealers. Many
marketing materials are
traditionally furnished free
of charge to dealerships,
but Daimler Chrysler deal-
ers must pay the digital
signage software license
fee as well as the cost of
the hardware. Daimler
Chrysler's marketing group
subsidizes the installation
costs, supplies the content
and maintains the network.

In his closing remarks,
Muller Bruhl states, “If you
give it away for free, the
dealers will tend to see it
as some annoying idea
from headquarters, but |
want them to learn that this
is a real tool for them. They
get to choose the content,
where the screens should
be, so effectively they are
managing the system. And
it’s very important that they
have a sense of ownership.
This has nothing to do with
technology, it is pure psy-
chology.”
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DCN Case-in-Point: DCN the Extreme Way

at Denmark’s Jyske Bank

Twice the number of new
customers and increased
brand awareness from 30%
to 80% among adults. That
was the level of success
achieved by a new strategy
in Denmark’'s Jyske Bank,
featuring a variety of digital
communication devices.

The September 2006 re-
branding of the 120-branch
bank includes 40 banking
products in “boxes.” This
clever play on traditional
packaged goods helps
make potentially complex
financial services more tan-
gible and easier to under-
stand. The packaged prod-
ucts include “Jyske Moving
Together,”(consolidating
personal bank accounts),
“Jyske Housebuying” and
“Jyske Investment Partner.”

Above: A customer scans
a “packaged” financial ser-
vice box at Jyske Bank

Customers can take a bar-
coded box and scan it in the
"TryBar,” a kiosk where one-
to-two-minute product vid-
eos describe every related
financial product.

The bank also has 700+
screens in its network. Digi-
tal signage exists in all
branches to increase cus-
tomer awareness of new
financial products. All
branches have been reno-
vated with specially de-
signed furniture to accom-
modate the kiosks and sign-

age. The branches also
have a total of 450 touch
screens in sizes ranging
from 42" to 65.”

Brian Andersen,
spearheaded
the visual
communica-
tions deploy-
ment, reports,
"Actually the
touch screens
are the big-
gest success
if you ask one
of Jyske
Bank’'s advisors.

who

bility was in the area of in-
ternal communication.

Andersen remarks, "The
really amazing thing about
the TV station is that the

They Above: One of Jyske Bank’s

greatly facilitate customer 700+ digital signage screens

meetings when a customer
can view a product video on
the screen and explore the
content of the product pack-
ages. The advisor can ana-
lyze the customer’s financial
situation straightaway on the
screen. It is a group of ex-
tremely strong tools to help
increase sales.”

The complexity of banking
products provided a strong
rationale for the creation of e
-learning in the product vid-
eos. It was noted that a
customer would feel more
comfortable in meeting with
a financial advisor after hav-
ing viewed a designated
video. The more prepared
the customer, the less time
the advisor spends on ex-
plaining each financial prod-
uct. That extra time is used
to generate business with
other customers.

The backbone of the sys-
tem is a multicast-enabled
network with 40 to 100
megabit connection to all
branches, providing the abil-
ity to use multimedia on a
very high level. Jyske
Bank built a professional
TV station and dedicated
ten employees to it. The
employees’ initial responsi-

CEO (Anders Dam) gave
journalists freedom to have
a critical approach to every
story or person in the or-
ganization - including him-
self. The CEQO's argument is
that a company without the
culture of speaking freely
will not be here in ten years.
It take a lot of guts to do
that, but it sure is a neces-
sary thing to move a big or-
ganization in the right direc-
tion.”

The TV station is also
used for external communi-

cations purposes. There
have been instances in
which an incorrectly re-

searched story about Jyske
Bank has appeared in major
newspapers. Jyske's TV
station has aired the actual
version of the story, lessen-
ing the chance for other me-
dia to spread the damaging
version.

Ultimately, this strategy
has preserved the bank’s
brand image several times.
Jyske’s TV station is also
employed to enhance core
business. The bank’s invest-
ment experts broadcast a
daily live video briefing on

Continued, Page 18
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DCN Case-in-Point: Multi-Channel In-Store Marketin g

Innovations at Berlin’s Saturn Electronics Supersto

re

The digital signage (“DS”)
trend in Germany is still
lagging behind the EU and
US. However, some major
retailers are acknowledging
the need to address con-
sumers individually and
have begun to focus on
integrated In-Store  solu-
tions. An innovative exam-
ple is the Saturn store in
the Berlin Europacenter,
right in the heart of the Ger-
man capital and just a few
hundred meters away from
the place where JFK infa-
mously stated: "Ich bin ein
Berliner (I am a Berliner).”

Saturn is a member of the
Metro-Group. With more
than 200 locations, it is one
of the largest retailers of
consumer electronics in
Europe. The Saturn store
in Berlin is the chain’s flag-
ship store, and with a sales
area of around 10.000 me-
ters, offers a lot of space for
consumer electronics of all
kinds.

Digital signage mounted
to elevators is seen at
street level

Fitting the range of prod-
ucts into the store’s design
resulted in the creation of a
multi-channel marketing
arrangement of various
customer guidance and
information systems. The
Company sets a high value

on optimally integrating the
systems into the store’s con-
cept, to enhance the sales
atmosphere and to improve
the quality of service, as well

as to increase the sales vol-
ume by extending the length
of stay in the store.

Saturn’s digital magic can
be viewed from the street;
screens mounted to the
back of elevators provide a
compelling visual effect as
they ascend and descend
along the glass walls of the
elevator bay. The In-Store

Media Solution offers nu-
merous technical highlights,
such as digital screens by
the escalators, elevators and
the cashpoint area, giving
the customer effective addi-
tional benefit by shortening
the perceived waiting times.
Almost 50 touch-screen ter-
minals are installed in the
store to support customers
in selecting music CDs,

DVDs, movies, games, au-
dio books, flat screen TVs,

digital cameras, ink car-
tridges, vacuum cleaner
bags, mobile accessories,

Saturn’s flagship store at
Berlin’'s Europacenter

etc. Also in place are termi-
nals for downloading ring
tones, music, mobile games
and videos.

The entertainment termi-
nals supply the customer
with all relevant product in-
formation (cover, screen-
shots, audio samples, trail-
ers, release dates, etc.).
The customer gets the re-
quired information by using
the search function or by
placing the desired product
under the integrated bar-
code scanner. The applica-
tions are presented via big
plasma displays to make the
concept complete. For ex-
ample, the application
shows the topical chart top
ten DVDs and games. In-
Store TV is a highly efficient
medium, impressive with its
optimal mix of moving and
static pictures, neutral infor-
mation and targeted market-
ing, product-oriented content
and market-specific data.
Due to the topicality of the
described content, reaction
to spontaneous

Continued, Next Page
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Multi-Channel In-Store Marketing Innovations at Ber

lin’s

Saturn Electronics Superstore, Continued from Page

15

developments in the area of
offers, events, or cam-
paigns, and to inform the
customers directly at the
POS are possible. The tech-
nology in place also pro-
vides the opportunity to re-
arrange the TV-department
and goods presentation in a
more attractive and effective
way. Be it Blue Ray, HDTV,
PAL, XPLACE, In-Store-TV,
or central marketing mes-
sages, the Media Center
recognizes and controls all
signal formats and, divided
into different categories,
passes them on to the about
350 TVs placed in the shop.

In the Berlin Europacenter
are also interesting cord-
locked mobile phone display
devices. Once the customer
picks up the device in order
to take a closer look, the
relevant product information
comes up on the screen by
the shelf. Supported with
individual  kiosk-systems,
standardized touch-screen
terminals for the presenta-
tion of certain goods or digi-
tal displays address con-
sumers on an emotional
level. With about 4,000 ter-
minals, XPLACE runs the
platform for self-service con-
sumer information and sales
promotion.

The system demonstrably
contributes to increased
sales at the POS, improves
quality of service and cus-
tomer satisfaction, and re-
lieves sales staff with intui-
tive and user-friendly oper-
ability. The integrated man-
agement of all processes
allows uncomplicated com-
munication and maximum
flexibility, also assisting in
the problem-solving proc-
ess.

Editor's Note: We thank
Arne Jurgensen, manager of
key accounts/expansion for
Instore Media Concepts, for
providing extensive back-
ground information on Sat-
urn and Instore Media Con-
cepts.




Editor’'s Note: We
would like to thank
Christian Vaglio-
Giors, CEO of NEO
Advertising, for his
helpful input with
this article.

DCN Profile: NEO Advertising Rides the Wave of Digi  tal

Out-of-Home Advertising

Former investment banker
Christian Vaglio-Giors envi-
sioned the promotional po-
tential of digital advertising
screens while traveling
through Europe in the early
2000s. The proliferation of
screens and their innovative
deployment convinced him
of the profitability of renting
them for advertising. Vaglio-
Giors and his partner
founded NEO Advertising in
2003.

Convincing advertisers to
adopt digital communication
was truly a “leap of faith,”
given limited evidence of the
medium’s efficacy at that
time. Nonetheless, NEO
soon signed on three of the
largest retailers in Switzer-
land. It soon forged ahead
to capture large accounts in
other European countries
and Canada, and to
strengthen its network
through acquisition/
investment in other media
companies.

NEO Advertising now op-
erates some 22,000
screens, with offices in Bel-
gium, Canada, Germany,
Italy, the Netherlands, Po-
land, Portugal, Spain and
Switzerland. It recently
made a significant invest-
ment in U.K.-based Avanti-
Screenmedia, gaining the
operation of several thou-
sand screens. Also, with its
acquisition of a substantial
equity interest in Lisbon-
based DotOne Digital Media,
NEO obtained entrée to
more than 1,000 advertising
screens across Spain and

Portugal. Screens have
been deployed in service
stations (Cepsa, Repsol)

and hypermarkets (Auchon,
Carrefour, Edeka). The
twelve Carrefour locations in
Switzerland are equipped
with 400 46" LCD screens,
fed with real-time program-

ming via the Internet. NEO-
operated screens are lo-
cated in corporate offices
(Novartis, Accenture), hospi-
tals (Red Cross Hospital,
Lisbon), hotels, cinemas,

shopping centers, universi-
ties and exhibition centers.
They are also found at
sports arenas, golf club-
houses, upscale real estate
firms, travel agencies and an
airline reaching 100 million
contacts per year.

In 2007, NEO’s Montreal

office rolled out 900 new
digital screens in its 77-
shopping-center network
across Canada. The

screens are displayed side-
by-side in food courts. One
side features continuously
updated news, sports,
weather and features. The
other side plays a 15-minute
loop of ads. Some 500 more
screens will be added to
serve the estimated 14 mil-
lion Canadians who patron-
ize mall food courts annu-
ally. A familiar lament
among digital signage cus-
tomers is the lack of fresh
content. Many potential cli-
ents have little beyond con-
ventional TV ads to air on
their screens. Recognizing
this challenge, NEO created
an internal service depart-
ment to help clients quickly
transition ad messages from

traditional media to digital
signage. This team of de-
signers, video producers and
3D animation producers
generates tailored digital ad
campaigns, with efficiency

Above: NEO dual-screen
signage in a food court in
Quebec’s Galeries Rive Nord

and strategic accuracy, an
advantage not consistently
shared among larger con-
ventional ad agencies.

Although NEQO's screens
boast hundreds of million
impacts per year, there is
still huge opportunity; major
ad agencies have yet to tap
into the potential of digital
out-of-home media. Vaglio-
Giors notes, “What agencies
are requesting now is to in-
crease the number of
screens, the number of loca-
tions, and the number of
people, because we are still
marginal in terms of content.
The reach of the coverage is
not enough.” He comments,
“Although the merits and
relevance of digital screen
networks are recognized, as
a media, it is not accepted
yet. To establish digital
screen networks in the me-
dia mix, one definitely needs
to improve the reach and
penetration while making it

Continued, Next Page




NEO Advertising Rides the
Wave of Digital Out-of-Home
Advertising,

Continued from Page 17

easier to buy and improving upon the stan-
dardization. Planning and purchasing digi-
tal out-of-home is much more complicated
than any other media.”

NEO has an annual growth rate in the low
three digits, and aims for a mid-three-digit
rate. The company hopes to achieve
growth by way of business development
and the hiring of superior talent. Potential
acquisitions of additional networks will lev-
erage NEO’s implementation of synergies,
knowledge-sharing and the establishment
of an international advertising sales plat-
form. This cross-border platform will be-
come operational this September. Simul-
taneously, NEO would like to establish a
European digital signage organization/
association aimed at institutionalizing the
industry across the continent.

Vaglio-Giors’ growth projections are in
line with those for the industry. His goal to
operate 50,000 screens will soon be real-
ized. He believes digital out-of-home com-
munication will capture 5% to 10% of the
entire media market in the next few years.
With a 50% to 70% average growth rate, it
is only a matter of time before the world’s
major advertising agencies fully embrace
this medium.

DCN Case-In-Point: DCN
the Extreme Way at
Denmark’s Jyske Bank,
Continued from Page 14

financial markets to Jyske’'s Denmark in-
vestment advisors as well as to European
private banking professionals.

This fall, Jyske Bank will launch premium
webcams throughout the organization,
greatly reducing employee travel ex-
penses. The webcams will also provide a
significant advantage in communicating
with customers. If a far-away invest-
ment client requests a meeting with an
advisor, a virtual video meeting can be im-
mediately facilitated.

Editor’s Note: Until
this month, Brian An-
dersen was the senior
manager of the digital
signage network at
Jyske Bank in Den-
mark. He is starting a
consulting firm with
focus on DCNs in
banks.
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Business Outlook, Continued from Page 1

In the fourth quarter 2007
edition of PRI Quarterly Re-
tail Analytics, we advanced
that the US economy en-
tered into a recession in Oc-
tober-November 2007.% In
hindsight, we may have
been early in selecting this
particular demarcation point,
at least according to classi-
cal economic definitions,
which call for two consecu-
tive quarters of negative
GDP growth (see Chart 2,
and note the recent down-
ward revision of fourth quar-
ter 2007 GDP from 0.6% to
-0.2%).®> Triggers for us
were, among other things,
our view that employment
growth was leveling, with a
downward bias (see Chart
3), as well as an inverted
yield curve early in 2007,
indicating an overly stimula-
tive environment.* For many
additional reasons we fore-
cast a weak 2007 holiday
season which turned out, in
fact, to be the slowest in five
years.

In our first-quarter 2008
edition, we looked for a
shallow and short-lived
downturn. Later, in our sec-
ond-quarter 2008 edition,
we revised our forecast.
While we still felt that the
downturn would be manage-
able, we reversed our posi-
tion on its duration, which
will be longer than first an-
ticipated. What neither we,
nor most anyone else, envi-
sioned was the magnitude
of the damage caused by
the housing market's col-
lapse, the impact resulting
from a temporary cessation
in the flow of credit, and oil
and food commodity price
inflation ratcheting up.

2Compare, for example, that Merrill
Lynch economist David Rosenberg
pegs the recession’s start at Janu-
ary of this year, while economists at
Morgan Stanley predict that the

Chart 1.

Source: Chicago Tribune

Chart 2.

Source: State Street Global Advisors

Chart 3.

Source: Bureau of Labor Statistics

recession will start in the fourth quarter of this year.

3Second quarter GDP advanced at annual rate of 1.9%. The 2005-2007
average growth rate was 2.6%. Absent government rebates that boosted
consumer spending, this would have been a more disappointing result.
“See “The Yield Curve as a Predictor of U.S. Recessions,” Federal Re-
serve Bank of New York, June 1996.

Continued, Ne xt Page




Business Outlook, Continued from Page 19

Going forward, the prospects Chart 4.
for an economic recovery oc-
curring later in 2008 remain
unlikely. Credit availability is
still restricted (see Chart 4; for
the June ended quarter, bank
credit has contracted at a
5.8% annualized rate). Energy
prices, despite falling demand,
remain high. Global demand
for food will further accelerate
food price inflation. The hous-
ing market continues to remain
extremely weak. Expert fore-
casts call for a peak-to-trough _
housing recovery discount of Source: Federal Reserve Board/Haver Analytics
25-30%.> To-date, price de-
clines approximate 15%, indi- Chart 5.
cating continued downward
price pressure until a bottom is
finally achieved (see Chart 5,
indicating prior recession peak
to rebound trends in housing
starts). Financial institutions
continue to face the reality of
loan write-downs, with this
pressure now spreading to
smaller regional banks
(estimates are that upwards of
300 smaller banks will fail this
year).® Reaching the bottom of
the housing cycle should help Index Based on Total US
financial institutions rebound, Housing Starts Source: US Census Bureau
which at that point can finally
calculate their true mortgage Chart 6.
losses. Weakness in the auto, -
airline, and financial services
industry will lead to layoffs that
will further pressure employ-
ment. Finally, looking at one of
the few bright spots in the econ-
omy - robust export growth; this
too may now face some resis-
tance (see Chart 6, which illus-
trates a projected slowdown in
global GDP).

Source: State Street Global Advisors

*Mark Zandi, Moody’s Economy.com.

®Note that the mid-July failure of S&L IndyMac consti-
tutes the third-largest bank failure in US history. More
recently, two units of First National Bank Holding Co.,
First National Bank of Nevada and First Heritage
Bank, failed.
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The economic outlook
for the EU is, for exam-
ple, slowing (several
recent key Euro zone
economic indexes have
recently contracted. For
example, the French
Business Climate Indica-
tor, see Chart 7, and
Germany’s Ifo Business
Climate Index, see Chart
8, have both recently
declined). Emerging
countries, such as Bra-
zil, Russia, India, and
China will continue to
perform well and fuel US
export growth, though
inflation and the policy
making reactions in re-
sponse thereto remain a
concern.

Now for a quick reality
check. Despite the
headlines  proclaiming
that the world is coming
to an end, we are im-
pressed by the resiliency
of the US economy. And
we think that the Federal
Reserve should be cred-
ited for avoiding what
could have become a
global credit crisis (we
are not so generous in
our opinion of Congress
and its misguided stimu-
lus plan).” Consider that
core consumer inflation
(inflation sans gas and
food) is at manageable
levels (see Chart 9).

A study published in the
American Economic Review
found that 20%-40% of the
2001 tax rebates were spent
in the first three months of
receipt; 65%+ were spent
within six months of receipt; in
both instances on non-

that is, disposable) goods. If
this is indicative of what Ameri-
cans will do with their current
tax rebates, the result is that
the bulk of this money will be
wasted by consumption by
October or so, with nothing left
to show for our $100 bil-
lion+++.

Chart 7.

Source: INSEE/Mayer

Chart 8.

Source: Ifo —Institut fr Wirtschaftsforschung/Haver Analytics

Chart 9.

Source: Bureau of Labor Statistics/ Haver Analytics
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This does not help relieve
consumer stress, as we all
need to buy food and gas,
but it does demonstrate that
inflation is, for now, being
reasonably contained.
Slowing wage growth also
indicates that inflation has
not crept into the system.
While we are concerned
about trends in unemploy-
ment, by historical stan-
dards, employment is hold-
ing up well at this point in
an economic downturn.
Interest rates remain low
relative to past periods of
economic stress as well,
though the availability of
credit remains challenging.
Throw in the worst housing
slump since perhaps the
Great Depression® and yes,
we believe that it could be
much worse. Recall that an
oil embargo in 1973, among
other things, was alone a
major contributor to rapid
inflation and a recession.

Looking ahead, the con-
sumer will not rescue the
economy this time, as fur-
ther discussed below. We
believe that the industrial
sector, powered by exports
and investment spending,
will. As a result of a low
value dollar and booming
demand in emerging mar-
kets, US exports since the
second quarter of 2007
have made an impressive
positive impact on GDP
(see Chart 10). In addition,
capital investments are ex-
pected to build, contributing
to a recovery (see Chart 11;
although the last few quar-
ters have been weakening,
see Chart 12). The fact

8Great Depression Home-Price
Declines, Wall Street Journal,
p. C1, 6/24/08.

-12 T
1998

Chart 10.

Source: Federal Reserve Bank of New York

Chart 11.
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Chart 12.

Source: Bureau of Economic Analysis/Haver Analytics
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that Durable Goods Orders
rose by 0.8% in June, versus
al 0.1% increase in May; as
well as Durable Goods Ship-
ments increasing by 0.5% in
June, versus a decrease of
1.2% in May, supports this
view (see Chart 13, indicat-
ing that non-defense capital
goods shipments, excluding
aircraft, rose at an annual
rate of 5.9% for the second
quarter, versus a 0.4% drop
in the first). In addition, en-
ergy prices are also starting
to moderate (see Chart 14),
and the pace of decline in
the housing sector is slowing
(see Chart 15, indicating that
the pace of existing home
sales decline is moderating).

Retail Outlook

Despite being as plain as
the nose on the face of the
Fed, the R word does not
appear to be in their lexicon.
No matter, we mortals recog-
nize an economic slowdown,
as it bites us on our prover-
bial backsides (where we
keep our wallets). Recent
Federal Reserve statements
are, however, consistent with
this view. In the minutes
from the Fed's 25 June
meeting, it was noted that:
“...labor markets have sof-
tened further and financial
markets remain under con-
siderable stress. Tight credit
conditions, the ongoing
housing contraction, and the
rise in energy prices are
likely to weigh on economic
growth over the next few
quarters.” They conclude
with their helpful expectation
for “...moderate growth over
time.”

The current  economic
downturn may best be
viewed as a consumer re-
cession. This may help

Chart 13.

Source: Census Bureau/ Haver Analytics

Chart 14.

Source: State Street Global Advisors

Chart 15.

Source: State Street Global Advisors
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explain why the general
public feels so stressed
about the economy, despite
the fact that the slowdown’s
severity is moderate. In this
regard, several indicators of
the current economic state
of affairs, and consumer
inclination to spend, are
noteworthy. First consider
the Consumer Confidence
which
its lowest level

Index,

reached

in  June

since 1992 (less then half
the year-ago level). While
we do not believe that con-
sumer sentiment is a great
predicator of the direction of
the economy, nor consumer

spending per

se, it is

darned good at indicating if
the US is, in fact, in a con-
sumer recession. As Chart
16 shows, in past reces-
sions (indicated by the gray
vertical
sentiment has proven to be
a reasonable gauge of
pointing to a recession. An-
other view of the consum-
ers’ mood these days is
gleaned by considering the
PNC Household Economic

Stress

bars),

consumer

Index (see Chart

17). This Index considers
the combined impact of in-
flation, unemployment and
real estate values on con-
sumer outlook. As Chart 17
indicates,
reached a low point (a posi-
tive read) in 2005, and to-
day is well above the level
reached during the 2000
recession, but not yet at the
level achieved during the
1990-1991 downturn.

The overall

the

Index

outlook for

consumer spending is best

summarized

in the Fed's

July Report of Current Eco-
nomic
(commonly known as the
Beige Book), which notes
“Consumer spending
reported as mixed,
weak, or slowing in nearly

that
was

all Districts...

look

for

Con

retail

ditions

with the out-

activity

Chart 16.

Source: Wachovia Economics Group

Chart 17.

Source: PNC Bank

Chart 18.

Source: Wachovia Economics Group
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generally downbeat.” Con-
sumer spending is, of
course, influenced by many
factors. In the main, house-
hold wealth impacts how
much we tend to spend.
Household wealth refers to
the combination of income,
assets, and borrowing capa-
bility which enables a house-
hold to consume.

As one can imagine, the
$100 billion +++ transferred
courtesy of Congress had a
major impact on May dispos-
able income (see Chart 18,
page 24), as well as impact-
ing May retail sales and sav-
ings rates. This one-to-two
month pop is not sustain-
able, when observing that
wage and salary growth is
decelerating (see Chart 19;
+3.7% annualized for the
past three months; 4.3%
year-on-year). Decision Eco-
nomics estimates that real
consumer spending will av-
erage 2% in 2008, below the
long-term 3.3% trend.

Job prospects are clearly
weakening (see Charts 20a
and 20b), with the unemploy-
ment rate for July increasing
to 5.7%, the highest since
March 2004. Despite some
forecasts for unemployment
to reach 6% by the end of
2008, and as much as 7%
during 2009 (the consensus
is more like 6.4% during
2009), we are a bit more op-
timistic that a gradual im-
provement in the economy
will keep unemployment in
check during 2009. Notwith-
standing, near-term indica-
tors show continued weak-
ness in hiring. As Chart 21
illustrates, the trend in both
initial and continuing claims
is problematic.

Inflation is a concern, of
course, as it eats away at
consumer spending power.

Chart 19.

Source: Wachovia Economics Group

Chart 20a.

Source: Bureau of Labor Statistics/Haver Analytics

Chart 20b.

Source: Bureau of Labor Statistics
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That is, it takes more to buy
less. In Chart 22a, we illus-
trate the impact of inflation
by considering the price
index for all gross domestic
purchases (Chart 22b illus-
trates consumer price infla-
tion trends). June’'s one-
month increase of 1.8% in
the Producer Price Index;
and 1.1% in the Consumer
Price Index (year-on-year
up 5.0%) presents a much
worse than core inflation
measure (sans fuel and
energy), which is much
more subdued (0.3% June
increase in the core Con-
sumer Price Index). This
illustrates that inflation has
yet to seriously impact
wages, and non-food and
energy inputs. Consumer
prices for food increased
4.8% in the quarter, versus
3.6% in the fourth quarter;
energy costs increased
18.6% versus 24.9% in the
fourth quarter.

Weakness in the job mar-

ket and depreciating con-
sumer household net worth
is impacting consumer
spending (see Chart 23,
illustrating the downward
trend in income and spend-
ing). Spending growth
slowed to 1% in the first
quarter (see Chart 24).
Spending on discretionary
items is now the weakest
since October 2002 (see
Chart 25). Real consumer
spending rose 1.9% year-
on-year for the trailing three
months, and 2.1% over the
last year (see Chart 26,
page 28). Inflation-adjusted
spending has fluctuated in
the 2.0% +/- range for most
of the year, versus 2.8%+/-
in the last half of 2007.

Retail sales rose 0.1% in
June, following May’s in-
crease of 0.8%. Retail sales
rose 4.5% year-on-year for
the trailing three months,

Chart 21.

Source: Department of Labor/Haver Analytics

Chart 22a.

Source: US Bureau of Economic Analysis

Chart 22b.

Source: State Street Global Advisors
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and 3.0% over the last Chart 23.
year. Excluding the vola- EE—

t'_le auto and gas catego- US: Real disposable income and consumption
ries, retail sales rose %, year-ago

0.2% in June, following . Consumption
May’s increase of 0.8%. o] /
On this basis, retail sales 4
rose an impressive 8.3% 3
year-on-year for the trail- 2
ing three months, and 1
3.5% over the last year o] 1
(see Chart 27). Retalil e DeeeseRemeeme
SaleS, eXClUding auto 2000 .202/1 200231 ‘2003 2004 2005 2006 2007 2008
and gas, were better Souree: BEATAvEr Anaves

then we expected in the Source: BEA/Haver Analytics

second quarter. Yet this
3.5% year-on-year in-
crease is still less than
the 4.1% clocked in Chart 24.
2007 and 6.2% in 2006.
Further, general price
inflation has severely
masked the true weak-
ness in retail sales. On
an inflation-adjusted ba-
sis, retail sales have
been declining for three
guarters  year-on-year,
falling by 2.6% in the
second quarter. Another
negative view of retail
sales is gleaned by ex-
cluding the inflation im-
pacted gas and food
prices segments, as well
as the housing-induced
weak building materials Chart 25.
category. On this basis,
quarter-on-quarter, retail
sales fell at an annual
rate of 1.5% in the first
quarter, and 0.2% in the
second (see Chart 28).

Source: US Bureau of Economic Analysis

Longer-term, we be-
lieve that a structural
shift in spending is a
likely outcome from the
current consumer-led
economic downturn. An
important lesson learned
from the mortgage mess
is that the ability to ser- Source: Northern Trust Bank
vice a debt is not enough
itself when accessing
credit risk. That is, what
was not understood by
many lenders during the
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recent housing cycle, for
which consumers are now
bearing the result of this
reckless lending, is the reali-
zation that the value of as-
sets, like houses, can go
down. Going forward, as
consumers access the state
of their household balance
sheets and their related abil-
ity to spend, this new reality
will have a negative impact
on consumer spending. This
will not help retailers in gen-
eral.

Our assumption about long-
term consumer spending is
predicted on the premise
that the consumer is truly
tapped out, based upon a
new appreciation of the risk
associated with accumulat-
ing high levels of debt and
the associated reduction in
underlying asset values. As
indicated in Chart 29, con-
sumer spending now ac-
counts for about 71% of
GDP. Going back to 1990,
this was about 67% or about
4% less (in 1980, it was
65%). PRI predicts that con-
sumer spending as a per-
centage of GDP will revert to
the historical mean of 65-
67% of GDP exhibited over
the last 60 years, as con-
sumers seek to strengthen
their  household balance
sheets over the next decade.

Consumer spending as a
percentage of income in-
creased from about 89% in
1990 to about 96% today
(see Chart 30). This means
that consumers have been
spending a great deal of
their income (and as Chart
31 illustrates, about 14.5% of
this increase was spent on
debt service). We are not
saving much, and more of
what we have is going to pay
for energy (see Chart 32,
page 30). To find additional
money to spend, fueled by
low interest rates and in-
creasing housing values,

Chart 26.

Source: Wachovia

Chart 27.

Source: Wachovia

Chart 28.

Source: Northern Trust
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consumers tapped into
their other source of
household wealth, their
assets, to  borrow
against (see Chart 33,
indicating that house-
hold borrowing against
available assets in-
creased from about
15% in 1990 to perhaps
18% today). As inter-
est rates move up, infla-
tion creeps in, and the
employment picture
weakens, this level of
debt is causing prob-
lems for some (see
Chart 34). As the value
of these assets de-
creases (see Charts
35a and 35b, page 31),
which serves as the
collateral supporting
this debt, so does the
ability to service and
repay this debt.

Various indicators of
retailer assessment for
their business also indi-
cate an expected slow-
down. Here, we consid-
ered retail construction,
large retailer pre-tax
profits, and the stock
market’s outlook for
retailers.

Retail Construction

Retail construction is
an indicator of retailer
outlook. The better the
outlook, the more
stores they build. When
the retail outlook weak-
ens, they reduce capital
spending. Bear in mind
that construction, unlike
inventory, cannot be
instantly stopped or
started. But various
factors indicate that
retailers are pulling
back on store expan-
sion. McGraw-Hill Con-
struction, for example,
has projected that re-
tail construction starts

Chart 29.

Source: Haver Analytics

Chart 30.

Source: Northern Trust Bank

Chart 31.

Source: Federal Reserve Board
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fell 40% in the first quarter of
2008 versus an unusually
strong first-quarter 2007, and
will fall by 18% in 2008. Ac-
cording to Reis, enclosed
mall vacancy rates in 76 ma-
jor markets increased from
5.9% in the first quarter to
6.3% in the second quarter
(the highest rate since early
2002), while strip center va-
cancy rates rose from 7.7%
to 8.2% (the highest since
1995). According to CB
Richard Ellis, the vacancy
rate for Chicago area retall
real estate is near a five-year
high, reaching 8.65% during
the second quarter of 2008,
versus 7.51% in the second
quarter of 2007. The Interna-
tional Council of Shopping
Centers  predicts 6,500
stores will close this year.
And  retailers  including
Kohl's, Chico's FAS, and
Starbucks have reduced
openings. Target is project-
ing opening 90-100 new
stores this year, versus 120
in 2007. Wal-Mart, in spite
of its strong performance,
recently cut its US capital
expense budget to $13-14
billion, from $13.5-15 billion.
Looking into 2009, for exam-
ple, JC Penney now plans
for 20 new or relocated
stores next year, down from
the 36 it expects to open in
2008. And Walgreens will
slow its store expansion to
6% in fiscal 2010 and 5% in
fiscal 2011, down from a
prior long-term growth target
of 8%.

Pre-Tax Profits

Trends in large retailers’
profits are slowing. This will
inhibit their ability to invest
going forward. First quarter
2008 after-tax profits were
down 19.6% versus the first
quarter 2007 (see Chart 36).
First quarter profits for these
retailers were at their lowest
level since the first quarter of

Chart 32.

Source: Bureau of Economic Analysis

Chart 33.

Source: Northern Trust Bank

Chart 34.

Source: Federal Reserve
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2004. For the first quar-
ter, the annual rate of
after-tax  profits on
shareholder equity for
the group fell 2.3% ver-
sus the first quarter
2007.

S&P Retail Index

The Standard and
Poor’'s Retail Index, to
the extent that the
stock market serves as
a leading indicator of
the overall health of
retailers, demonstrates
the expectation of con-
tinued sector weak-
ness, as the Index has
substantially underper-
formed versus the Dow

Jones Index.

In  summary, con-
sumer spending is ex-
pected to remain weak,
dealing a blow to many
retailers.

Chart 35a.

Source: Federal Reserve

Chart 35b.

Source: Northern Trust Bank

Chart 36.

Source: US Census Bureau

Chart 37.

Source: Standard & Poor’s
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Richard Barnes: What are
some of the general indus-
try trends that you are notic-
ing or would like to com-
ment upon?

Nick: We see a variety of
industry developments. We
see a lot more interest in
different countries, although
I must say that in the differ-
ent countries in Europe, you
see a different pace. For
example, the UK and
France are quite ahead. In
Nordic countries, especially
Sweden and Norway, things
seem to be going well, es-
pecially since they have the
bandwidth. In countries in
the south, like Spain and
Greece for instance, we
don't see such an uptake of
digital signage. In addition

A 2007 digital signage
installation at a KFC restau-
rant. (Photo courtesy of Wire-
less Ronin Technologies, Inc.)

to the bigger installations
such as LaPoste, we also
see a move toward smaller
installations as well, with
only a couple of screens,
very entry-level where there
is just the need for a small
solution. This means, and |
think it's a good thing for
Sony, that you're starting to
get into channels more
aligned with what we do, as
we are developing stand-
alone solutions for this in-
dustry. And it expands the
market a lot. | recall reading
a statistic that 1-100

screens per installation is
about 40-45% of the busi-
ness, so | think this is quite
a good market opportunity
for us. Another thing that we
see happening is the move
towards interactivity in the
form of interactive touch
screens and the like, and
texting.

Richard Barnes: Are there
any markets that are evolv-
ing faster than others? For
example, we are hearing
that the hotel market is
starting to become more
interesting.

Nick: Well, yes and no. We

are seeing some interest in

the hotel market, but espe-

cially the banking market.

Stated another way, where

we are seeing the major
interest is in the
merchandising
models, such as
banking and
fashion; those
kinds of indus-
tries with regard
to retail are
where we are
seeing a lot of
uptake.

Richard Barnes: Jeff, from
your point of view, coming
from upstream you can
probably gauge demand
from an interesting way.
What is the demand in the
us?

Jeff: We have been follow-
ing this in the US for five
years primarily and recog-
nizing how new it was even
five years ago, our ap-
proach is a bit different. We
did not really go after a spe-
cific client or vertical mar-
ket. We went after clients
who were looking at some
point at digital signage.
What we have found is that
we had an extended sales
cycle and customers didn’'t

understand their own initia-
tives. We didn't have the
solution that recognized
what the opportunities were.
We have evolved through
this process. What we see
today is a much more edu-
cated customer, one that
has budget and initiative.
We've got a solution that
has the ability to address
those customers’ adoption
rates, which are improving.

You've got price points in
the hardware that's more
reflective of the opportunity.
We've got software that's
far more intelligent in pro-
viding the results they are
looking for and what it has
done is it has allowed us to
streamline our sales proc-
ess into a more verticalized
approach. | think we've also
recognized that the industry
is larger than what we
thought it was. | believe an
analogy can be drawn be-
tween the growth of the
Internet in the early '90s
and digital signage today. |
think it's clearly coming into
light now that these oppor-
tunities are bigger.

We're working on an op-
portunity right now that will
include more than 10,000
screens in more than 5,000
locations. Because digital
signage is more than just
software and hardware, we
also recognize the need to
build on the opportunity with
project management teams,
content teams, and partner-
ing with hardware providers
that can power the solu-
tions. We've seen a change
in our strategy. We're now
focusing on the casino in-
dustry, quick-serve restau-
rants (QSRs), automotive,
retail and financial services.
We think there is a tremen-
dous opportunity in financial
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services. For example, we
have seen significant
growth with our client,
Thomson Reuters. Today
we control the screens for

Thomson Reuters in 23
countries.
Michael: 1 think it is inter-

esting to examine the dif-
ferences between people
putting in screens for their
own environment, such as
QSR’s, and the environ-
ment that we are trying to
look at, which is primarily
third-party advertising op-
portunities. In all areas of
OOH, from transit areas to
shopping malls, to con-
verging of our existing in-
ventory, the challenge we
are having is that outdoor
has either been built in
one-off spectacular loca-
tions or large amounts of
coverage. And it’s trying to
find that sweet spot in be-
tween to start digital sign-
age. But | think what we're
starting to see with the few
networks out there now is
that people are starting to
understand what they are
and what they are used
for. And it's helping by
adding in extra locations.
The other thing coming
across is that a lot of our
real estate comes up for
competitive tender on a
regular basis, with a shop-
ping mall group or with a
transit authority. What we
are seeing now is that with
all the new tenders coming
out, the actual owners of
the real estate are asking
for digital screens because
they want their environ-
ment to look modern and
dynamic. But also, we are
having to do work on digi-
tal environments and pre-
dictions of revenue, to be
in with a chance of winning
the tender, because all our
competitors are looking at

doing that and trying to esti-
mate what the revenue uplift
could be through digital net-
works as opposed to stan-
dard posters.

Steven: | continue to spend
a lot time in Europe. They
are generally more ad-
vanced than we are in North
America. For example, Jeff
was mentioning a big QSR
opportunity com-

ing on, yet in Ger-

many, Burger King

has already de-

ployed in hun-

dreds of stores.

We are starting to

see more transit

OOH adoption in

the US, such as

the Chicago Tran-

sit
recently award-
ing 1,800
screens. Banks continue to
be very active both in the US
and EU.

Todd: From our perspective
at Best Buy, it's really about
focusing on the experience.
How do you take that big
huge box that sits in the mid-
dle of a community and
shrink it down and make it a
part of the community? And
we think digital signage has
a great opportunity to do
that. We have several differ-
ent programs and each has
its own characteristics that
need to be followed. Ad
sales are great. Sales lift is
fabulous, but the real focus
is on getting the experience
right and improving the
shopping experience for us.
We also want to find a way
to enable input at the store
level. You think of things like
web 2.0 or all of the different
video networking websites
out there. How you take that
sort of personal option or
personal input into a com-
munication and extend it out

to your stores is the opportu-
nity.

Richard Barnes: How im-
portant is local content as
part of this schedule as part
of the overall recipe?

Todd: Well if you follow Best
Buy, you will have heard us
use the term “customer-
centricity” over the years,

Authority Digital Magners Vauxhall (Photo courtesy of
Clear Channel Outdoor UK, Ltd.)

and that's been evolving.
We have never let go of that,
it's part of what drives us
today and that really is about
understanding the folks in
your store. No matter how
you go through the demo-
graphics, each store has
something unique about it, in
the community that’s around
it, and it's finding out what
that is — that special need —
and actually being able to
cater to it when you are a
thousand-store chain like
Best Buy. So we think it's
critically important. It's
where a good part of our
focus is right now. In any
business it tends to be the
people that are on the front
lines that actually have the
greatest ideas and most ex-
perience into what they
would like to see happen. It
really could be that digital
signage will in some way
enable us to put a personal
touch on the store.

Continued, Next Page




Postal station digital signage
application.
(Photo courtesy of Sony)
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Richard Barnes: The ad-
vertising model is very im-
portant, but is In-Store also
important? Perhaps there
are different business mod-
els that can work side-by-
side?

Todd: Yes, | think depend-
ing on different channels,

that you can have entirely
different business models. If
you think about our TV
area, there is somewhat of
an advertising opportunity.
You can take advantage of
that and sell ad time, but we
believe that the real need is
to put something out there
that the customer can relate
to, something as local as
my son’s football game.
Then you can look at an-
other part of the store, the
check-out for example, and
there is a whole new set of
requirements of what your
strategy would be. With the
customer standing in line,
there is an opportunity to
talk about community rela-
tions and quick-grab items.
We have a lot of testing and
research going on. We are
on the edge of making
some pretty big decisions;
you will see a lot more com-
ing from us in digital sign-
age next year. If you think
about it, Best Buy was
probably the first coast-to-

coast HD network, then we
kind of sat back and
watched for the last decade.
And now, we're seeing the
advantages and the content
is where it's supposed to
be.

Jeff: To reiterate, what
Todd was talking about is
the ability to give flexibility
and independent control at
the local level. We've been
in the QSR business for
some time, and in the case
of one of our clients with
thousands of locations in
the US, they have a great
deal of flexibility in what
they carry on their menu
items. As a result of using
digital signage, they provide
that flexibility and control to
individual franchisees with
centralized control at our
corporate headquarters.

Richard Barnes: Develop-
ment of content is becoming
more sophisticated. Before
we had just TV ads or bland
enhanced PowerPoints.
Michael, would you agree
that this is one of the areas
we are progressing in?

Michael: Yes, but there are
a few points here. The first
one is creation of content.
You have to make specific
content for this environ-
ment. We have a mixture of
environments where some
of the images are static and
therefore the agencies just
try to push the same con-
tent, which they've used on
an ordinary billboard or
posters, and that generally
doesn’'t work. As a digital
message may only be seen
once (the advertiser may
have new creative the next
time a site is passed), it has
to be created in a way that
conveys the message in
one glance, as opposed to
a traditional poster where it
is seen several times over

the posting period. Also, in
this dynamic environment,
you just can’'t run TV ads.
Again, you have to think
very carefully about the en-
vironment the message is in
and what the audience is
doing. | think people are
starting to learn that, and
that is one of the big chal-
lenges. Another issue is
having the content playing
when you actually want it to
play. Again, we're just get-
ting into this.

It's also interesting, some
of the questions we are get-
ting from the agencies.
They ask us to deliver proof
that it's actually being deliv-
ered. What happens in the
traditional poster market is
that we can track when
things go up and are there
for two weeks. It's easy for
someone to go around and
do a sample for proof that
it's there because it never
changes. But they're trying
to ask for the same sort of
things in the digital environ-
ment and the challenge
there is that it is impractical.
On a digital display, there is
a different message every
time you pass it. So we
need to get some sort of
balance on how to trust the
system. We have to get
some things in place to
prove the technology is reli-
able and saying something
played when it played and
not only the player or the
software delivered it, but the
screen actually showed it.

Todd: The integrity of what
you are trying to do means
nothing if it isn't working.
Content isn't king if the TV
isn't placed correctly; none
of the source, sights and
sounds are correct.

Richard Barnes: We need

Continued, Next Page
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more metrics. People
need more proof of ROI.
Now to Nick coming
from Sony, looking at the
difference between
Europe and North Amer-
ica, how does Sony see
this?

Nick: Unfortunately,
there is a different ap-
proach between Sony
Europe and Sony US.
And while we have been
very active in Europe for
4-5 years in the digital
signage area, | think
only recently they (US)
are starting to approach
digital signage like we
have been doing in
Europe for some time
now.

Michael: | think the big-
gest difference for us is
actually the way the me-
dia market is at the mo-
ment for outdoor. The
US is dominated by the
road side billboard. In
the rest of the world, we
haven't got nice loca-
tions where thousands
of people pass by, so
the networks are com-
prised of smaller
screens. The Scandina-
vian market has a lot of
work going on in retail
and shopping malls. It's
not just a split between
US and Europe. But
there are differences in
Europe as well, and you
will see the different lev-
els of penetration in the
different markets.

Richard Barnes: What
do you think is the most
sophisticated market in
Europe for the moment?
The UK?

Michael: Depends on
how you define sophisti-
cated. You know, as you
are looking at people

doing new innovative things,
you're looking for sophistica-
tion as in penetration in
numbers. Again, | think the
UK will definitely push for-
ward on some things, but
this digital screen has to be
seen as a piece in a bigger
puzzle. When the first one
went up, everyone said,
“Wow, look at that screen.”
Everybody looked at it, and
saw the message. You
talked about Best Buy and
getting buy-in from people
working in the shop, you
talked about the QSR ad-
vert. | think one of the
changes that people are re-
alizing is that the screen is
merely a tool you have to
integrate with the rest of

vironment around the cus-
tomer and with other media
to really add power to the
message.

Steven: That's a great point,
and we are even being
asked to help our clients
integrate the Internet experi-
ence to the In-Store digital,
because the Internet is be-
coming such a dominant
force in terms of pre-
purchase research. To Rich-
ard’'s question, | believe at
the moment that the UK is
pretty much leading the
world if you look at installa-
tions like Tesco. You see
what is happening in the
Tube, some of the outdoor
digital boards going up and

Budweiser out-of-home installation at
Billingsgate, UK. (Photo courtesy of Clear Channel

Outdoor, Ltd.)

your process, whether it is In
-Store with links to inventory,
POS, customizing the mes-
sage locally to that store, or
whether it be advertising in
addition to a bigger cam-
paign on TV, billboards and
street furniture. As you walk
to the POS, the point of de-
cision, it's a reinforcement of
the message. And 1 think
that is a big change. People
are realizing that it is not a
stand-alone medium. You
have to link it in with the en-

around London, and at ter-
minal 5 at Heathrow. The
latter is a great integration of
both digital and static, in
which they are really starting
to seize upon the demo-
graphics in the airport. And
Camelot, the lottery, that's
another example of some
leadership coming out of the
UK. Now having said that,
they also have the arrows in
their backs from being the
proverbial pioneers. | noted

Continued, Next Page
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that the City of Chicago
Transit Authority just
awarded 1,800 flat panels,
which will be by far the larg-
est digital OOH in North
America. In the US, we are
starting in the transit envi-
ronment to catch up to what
we see in many places in
Europe today.

Richard Barnes: We are
seeing some things rolling
out like at the new Berlin
Central Station. A lot of the
airports in Europe are get-
ting some fantastic installa-
tions. Looking forward in
the next months, what sort
of significant new rollouts
are coming out?

Michael: As Steven said,
they’re pushing out in and
around London. Clear
Channel will be putting up
digital boards in Madrid be-
fore the end of the year.
That was part of a wider
billboard contract we won.
We are just doing the tech-
nology part to go with the
Stockholm underground
whose contract we just re-
cently won, where we plan
to do similar things to the
London Underground. So
we have a lot of different
things but as CBS has done
in London, we’re looking at
the same sort of things for
the Stockholm under-
ground.

Richard Barnes: Jeff, how
has the slowdown in the

economy been affecting
adoption rates for digital
signage?

Jeff: It's interesting, be-

cause we haven't noticed
that. Anybody who is look-
ing at digital signage is
looking at what they are
doing today and streamlin-
ing their process to create
the most efficient way of
communicating. We've seen

more leads develop in the
last three months than in
any point in the history of
our company. At the Digital
Sighage Expo, in two days,
we generated more than
700 leads across multiple
verticals in a variety of sizes
and opportunities. We've
seen some push-out, but |
don't think it's symbolic of
the economy so much as a
lack of understanding of
how we bring it in. I'm not
suggesting that there isn't
an impact, but people are
looking at their spend, they
are looking for the most effi-
cient way of spending their
dollars and today digital
signage seems to be a
good way to do that. We
have not seen a slowdown
at this point.

Richard Barnes: Nick, are
things slowing down for
you?

Nick: No, not at all. We
don't see that either. We
have seen the same thing
happen since the DS Expo,
with a lot of leads coming
out of it. We are doing a
lead-generation campaign
ourselves as well. We see a
lot of interest in all coun-
tries, and all the lead-
generation campaigns we
do are quite successful.
People are looking to invest
in this new medium. They
do see an opportunity, but
they are also looking for a
return on investment.
There is more than just
hype in Europe in the digital
signage area.

Richard Barnes: Michael,
you are in a position a little
bit different, because you
are only dealing with agen-
cies. Are people coming
around to the fact that they
can differentiate better us-
ing digital signage despite
the economic problems?

Michael: Yes, when you get
into any sort of difficulties,

there are always two
schools of thought around
advertising. Is it the first
thing you cut to save

money, or is it actually the
time to up your spend so
what limited business there
is out there, you make sure
you get it? | think that digi-
tal signage, which is new
and interesting, gives us an
opportunity to push the sec-
ond train of thought. As a
general rule around the
world, media spend on out-
door is less than 10% of the
total media spend, because
outdoor has always been
looked at as an inflexible
medium. By moving into
digital signage it suddenly
becomes very flexible, very
location-based, very fo-
cused and pertinent. You
can actually advance that
digital signage is delivering
far more value than all of
the other media that 90% of
the money is spent on.

Steven:  Digital signage
adoption in OOH is advanc-
ing, specifically due to the
ability to measure and tar-
get specific demographic
groups with relevant con-
tent. We are putting to-
gether some pretty ad-
vanced metric systems to
do that. I believe that OOH
is going to boom, because
we’ll be able to deliver
much better audience
measurement results than
any other medium by know-
ing who is in front of the
sign and how long they're
looking at it. We believe the
medium has great potential
because of that.

Richard Barnes: In an ad-
supported and captive net-
work, what are the drivers
of growth? What are the

Continued, Next Page
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differences in

rates?

adoption

Nick: There is much more
adoption of captive networks
than ad-supported ones. If
you compare Europe with
the US, the US is more of a
homogeneous market where
it is easier to deploy a large
digital signage network,
whereas in Europe you have
many, many countries and
they all have their own indi-
vidual factors. They all have
their own languages. Some
countries are small, then
there are bigger ones but
they are not as big as the
US, where you can just do it
in one language. That's
where Europe is different.
We don’t see much uptake
in ad-based networks at this
point in time so much as
captive networks.

Richard Barnes: In terms of
content development, the
way the content is made for
the screen, in a nutshell,
what makes good content?

Michael: Good content is
something that instantly gets
the message across. It's
focused on the person in the
environment that is there. |
think that a good piece of
content will vary from envi-
ronment to environment.
The power of digital signage
is supposed to be that the
message that you see is
pertinent to what you're do-
ing. It's time-dependent, it's
focused, and it makes you
think about something and
do something. For the audi-
ence, it could be the only
time they see an ad. You
really have to focus on
something very sharp, im-
pactful and simple, rather
than something complex,
with too many words and too
many images.

Steven: The biggest impedi-

ment going forward to the
success of the industry, in
general, is the ability to de-
liver inexpensive, on-
demand content that is par-
ticularly geared toward the
person looking at the
screen. You can draw some
interesting lessons from the
billboard industry, traditional
OOH; fairly simple mes-
sages, nothing too complex.
It depends somewhat on
whether or not there is a lot
of dwell time, among other
things. The challenge is cre-
ating on-demand, inexpen-
sive on-the-fly

At our Institute we are work-
ing very hard to establish a

Steven: [I've seen some tre-
mendous content. The prob-
lem is, who has $2,500 dol-
lars to throw at a 10-20
spot? General Motors might
do that for a special occa-
sion, like their 100-year an-
niversary. If you are popu-
lating a network, and you
are constantly changing it,
keeping it fresh, it gets very
expensive. So the challenge,
| believe, is not coming up
with creative content per se,
it's the populating of net-
works with relevant content.

Richard Barnes: Thanks to
all of you for your insights.

Above: The UK’s Camelot lottery, viewed by thousands of

drivers daily at Vauxhall.

(Photo courtesy of Clear Channel Outdoor, Ltd.)

flexible content-delivery
method so it can be local-
ized and day-parted to lever-
age the advantages of the
medium. The challenge is
not producing content; the
challenge is to produce
enough good content on
demand, inexpensively.

Richard Barnes: One thing
we've been seeing is that
the content is not interesting
enough. If it's not interesting,
people will not look at it. The
second is that dwell times
are not really being ac-
counted for.
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PRI thanks our DCN
Roundtable

Participants

Nick Deen is Senior Market
Development Manager for
Sony Europe. He is responsi-
ble for promoting the Sony
portfolio of B2B products and
solutions to major European
retailers, transport and venues
companies. He is an expert in
digital signage solutions for
these markets .

Todd Eastman is Senior Man-
ager, Interactive Technology
Design, at Best Buy. His 15-
year career at Best Buy has
focused mainly upon interac-
tive media and interactive tech-
nology experiences. He re-
cently spent a year helping to
design and open the first Best
Buy in Shanghai.

Prominent digital signage at Thomson Reuters.
(Photo courtesy of Wireless Ronin Technologies, Inc.)

Jeffrey Mack has served as
Chairman, President and
CEO of Wireless Ronin Tech-
nologies since February
2003. From July 1997 through
October 2002, Mr. Mack
served as the Chief Executive
Officer with 3 private compa-
nies in Minnesota . In Janu-
ary 1990, Mr. Mack founded
and became Chairman, CEO
and President of Arcadia Fi-
nancial, LTD. (formerly known
as Olympic Financial, LTD.),
one of the largest independ-
ent providers of automobile
financing in the U.S. Under
Mr. Mack’s leadership, Arca-
dia went public in 1992, trad-
ing on the NASDAQ. The
company changed to the
NYSE in 1995.

Left: Michael Scott is Tech-
nology Director of Clear
Channel Outdoor, Ltd. He
implemented the first con-
versions of billboards in the
US to digital displays. He
joined Clear Channel in
2001, responsible for the
introduction of new technolo-
gies across the existing
product portfolio and the
introduction of digital media.
He currently works with all
internal business units on
the implementation of
digital media




Second Half 2008 Outlook For the DCN Industry,

Continued from Page 38

PRI thanks our DCN
Roundtable

Participants

Above: Richard Barnes has
been Editor in Chief at
Cleverdis Guides since 2000.
He is responsible for oversee-
ing the content of all interna-
tional publications as well as
SPECIALreports and other
corporate publishing activi-
ties. Mr. Barnes has worked
in various media since the
late 1970s.

Above: Steven Keith Platt is
the Director and Research
Fellow at the Platt Retail Insti-
tute, an at-retail marketing
research, consulting and ana-
lytics firm based in Hinsdale,
lllinois. PRI is widely regarded
as the world’s leading expert in
research and consulting to
retailers, banks, media compa-
nies and other stakeholders in
the digital communications
network industry.
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PRI Research Publications

PRI is the leading publisher of tactical research in the area of Digital Com-
munication Networks. Working Papers are available for purchase from
PRI, or can be secured from select Working Paper sponsoring firms.

Advanced Model of Impact Analysis from a Mass Transit Digital Commu-
nications Network

PRI Working Paper No. 8, available late 2008.

Test Results Achieved from a Mall Digital Communications Network

Steven Keith Platt, Platt Retail Institute, Dr. Charles Dennis, Brunel Uni-
versity, Uxbridge, UK, Dr. Andrew Newman, University of Manchester,
Manchester, UK, and Dr. Len Tiu Wright, Leicester Business School,
Leicester, UK

PRI Working Paper No. 7, available mid-2008.

Test Results from a Bank Branch Digital Communications Network

Steven Keith Platt, Platt Retail Institute, and Dr. Jean-Charles Chebat,
Ecole des Hautes Etudes Commerciales, Montreal, Canada

PRI Working Paper No. 6

Impacting the Customer Experience at a Bank Branch through a Digital
Communications Network

Steven Keith Platt, Platt Retalil Institute, and Peter VanSickle, BMO Bank
of Montreal

PRI Working Paper No. 5

Deployment and Test of a Retail Digital Communications Network by the
United States Postal Service

Steven Keith Platt, Platt Retail Institute, Dr. Kamel Jedidi, Columbia Uni-
versity Graduate School of Business, and Margot Myers, United States
Postal Service

PRI Working Paper No. 4

Leveraging the Impact of Retail Digital Signage Advertising through Be-
havioral Merchandising

Steven Keith Platt, Platt Retail Institute, John Greening, Northwestern
University, and Bill Pennell, Tesco Media Services

PRI Working Paper No. 3
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Establishing Retail Digital Signage as a New Media and Measuring its
Effectiveness

Steven Keith Platt, Platt Retall Institute, Dr. Francis J. Mulhern, North-
western University, and Guy Vaughan, Retail Marketing Services

PRI Working Paper No. 2

Implications for Retail Adoption of Digital Signage Systems

Steven Keith Platt, Platt Retail Institute, Dr. Kingshuck K. Sinha, Univer-
sity of Minnesota and Research Fellow, The Platt Retail Institute, Dr. Bar-
ton A. Weitz, University of Florida, with Pat Hellberg, Nike, Inc., GV lyer,
Bank of America, and Margot Myers, U.S. Postal Service

PRI Working Paper No. 1




Industry Events Third Quarter 2008

August 10-12, 2008
NRFtech: IT Leadership Summit
Omni Interlocken Resort

Broomfield, CO
http://events.nrf.com/nrftech2008/public/enter.aspx

August 12-14, 2008

Retail Expo Australasia
Sydney Convention & Exhibition Centre, Sydney, Australia
www.retailtechexpo.com.au

August 29-September 3, 2008

IFA 2008

Messe Berlin
Berlin, Germany
www.ifa-berlin.com

September 7-10, 2008

Plasa08

Earls Court

London, UK
www.plasashow.com

Like our new content

and format? Please September 9-10, 2008

share your thoughts Brand Activation Using Digital Out-of-Home Media Summit

with us. We welcome Bridgewaters, New York
ol ool http//www.strategyinstitute.com/090908 ba2/dsp.php

scribers.
Contact us at: September 12-16, 2008
adm @plattretailinstitute.org
IBC
RAI Centre
Amsterdam, Netherlands
www.ibc.org
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September 15-17, 2008

Shop.org Annual Summit
Mandalay Bay Resort & Casino
Las Vegas, Nevada
http://www.shop.org/summit08

September 16, 2008

Digital Media in-Retail (POPAI-UK)
London, UK
http://iweb.popai.com/events

September 17-18, 2008

Digital Signage Expo East

Pennsylvania Convention Center, Philadelphia, PA
http://digitalsignageexpo.net/Events/DSEEast2008/Attendeelnformation/
AboutDSEEast/tabid/217/Default.aspx

September 22-26, 2008

Advertising Week in New York
New York, New York
http://www.mediapost.com/outofhomeexpo/

September 24-26, 2008

Viscom Europe

Paris Expo — Porte de Versailles
Paris, France
WWW.ViSCom-paris.com

September 28-October 1, 2008

Hogatec

Fairground Dusseldorf, Halls 9-12
Dusseldorf, Germany
www.hogatec.de

Continued, Next Page
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October 10

AV Awards ‘08

Park Lane Hotel

London, UK
http://www.haymarketevents.com/awardDetail/274/av-awards-2008

October 19-21, 2008

6th Annual Financial Services Marketing Symposium
Disney’s Grand Floridian Resort & Spa

Lake Buena Vista, Florida
www.sourcemediaconferences.com/FSM08

October 30-November 1

Viscom

Exhibition Centre

Frankfurt, Germany
http://www.viscom-messe.com/en-gb/messekonzept.cfm

November 19-21, 2008

Infocomm Asia 2008

Hong Kong Convention and Exhibition Centre
Hong Kong
http://www.infocomme-asia.com/index.html
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Retail Institute believes to be reliable, we do not guarantee its accuracy, and such in-
formation may be incomplete or condensed. All opinions and estimates included in this
report constitute our judgment as of this date and are subject to change without notice.
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