


CEA Consumer Research — An Introduction

Greetings!
We would like to take a moment to introduce you to CEA’s consumer research group.

The main goal of the consumer research group at CEA is to provide timely, insightful, and useful
research that cannot be found anywhere else.

Each year, we conduct 25 or more unique research studies most of which are focused on
consumers, but some of which also touch on business-to-business issues. If you had to
purchase this research, it would cost over $800,000 per year. But with CEA membership, you
have access to all this research for FREE. Members can access the more than 270 studies we
have posted since 1994 at http.//members.ce.orq.

We also make most of our studies available for non-members to purchase at
http.//www.ebrain.org/crs/crs _all.asp.

If you ever have any questions or comments about our research, do not hesitate to call us at
(703) 907-7763 or e-mail us at info@ce.org.

From your CEA research team,

Joe Bates

Tara Hutton
Rebecca Larson
Helen Marie Graves
Elena Caudle
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CEA Consumer Research — Research Highlights

Below are some highlights from consumer research studies CEA has worked with the
Accessories Division to produce.

» The Future of Portable Entertainment Devices — May 2006
Study Description: Designed to provide perspective on the market for portable entertainment
devices, the Future of Portable Entertainment Devices study takes a special look at the
burgeoning segment of MP3 and digital media players. In addition to examining ownership
and usage of these products, the survey assesses owner satisfaction and quantifies
consumer purchase intentions. Digging deeper, the study takes the lid off the consumer
experience with these products: where are they used? Where does the content come from?
What do consumers want from these devices in the future? How much will they spend? But
looking beyond the hardware, the analysis takes a similar appraisal of the accessories
market that has sprung up around the Apple iPod and other portable digital media devices.
What are the opportunities here? Look to this unique report to find the answers to these
questions and more about the portable entertainment device market.

Key Findings
* Roughly one in three online adults (564.1 million) owns a portable digital media device.

Looking at discrete device ownership the study found 28% of online adults own a MP3
player, while 12% own a portable digital media player.

* The overwhelming majority of portable digital media device owners are satisfied with
their device(s). The ease of transferring content, size and weight of the device and
memory capacity are features most significantly impacting MP3 player satisfaction.
Meanwhile, picture quality and display size most significantly impact satisfaction of
digital media players.

* Accessory attachment and usage with portable digital media devices can be summed-up
in three words — listening, protecting, and powering. Listening, however, is the most
prevalent.

* The study reveals a strong link between purchase locations for portable digital media
devices and the accessories that complement them. On average, owners of portable
digital media devices spent about one-third of the amount spend on the device for
accessories. But they may be willing to spend more in the coming year.

* In terms of future usage, owners of portable digital media devices are interested in more
watching activities than listening, but interest in increased variety and sources of digital
video content remains mixed. Could wireless handsets be the real steward of video?

» Display Opportunities: Present and Future — February 2006
Study Description: In this study of the current and future opportunities created by the display
market, CEA tells you exactly how hot the market is and what is driving the growth overall. In
particular we look at the appeal of flat panel and quantify consumer’s plans to buy. The
study also takes a look at the opportunities for add-on purchases, such as cabling and

Copyright © 2006 Consumer Electronics Association



furniture, based on the type of TV the household owns and how they plan to use their TV
now and in the future.

Key Findings

The TV market is large and growing.

CEA estimates a total of $22 billion worth of TVs will ship to U.S. dealers in 2006.
Growth is assured; with shipments rising to nearly $30 billion by the close of the decade.
These numbers are supported by the 28% of online consumers who plan to purchase a
TV within the next year, yielding a confirmatory 31 million TVs.

More (bigger, flatter) TVs

Driving these shipments is the shift towards flat panel displays (FPDs). While only 17%
of households own a flat panel set today, compared with 80% who own a standard tube-
based set, a full 49% say they will buy a flat panel as their next set. This same
phenomenon is helping to raise the average set size to 27” and the average number of
TVs in the home to over three.

The Electronic Superstores are winning out...

The largest percentage of TV owners purchased their primary TV (47%) from the
Electronics Superstores, such as Best Buy and Circuit City. In a show of even stronger
channel loyalty, or at least reflective of a starting point in making a purchase, a full 60%
plan to make their next TV purchase at the same type of store. Local, specialty and high-
end stores were the ones to suffer when it came to future purchase location.

Except when it comes to furniture.

The channel picture changes when furniture is considered. In this case, the channels of
choice are more fragmented. Mass merchants and warehouse stores are the number
one choice (27%), but the general electronics and furniture stores are tied for a very
close second (25%).

With furniture, custom is good, but it must match.

In another tip for the channels, consumers expressed healthy interest in customizable
furniture, with a third saying they would consider it. Interest was particularly high for the
potential rear projection TV (RPTV) owner (60% interested). The over-riding theme is
most consumers (60%) want the furniture to match their décor.

PCs are the future; RPTV owners are on the cusp.

When looking beyond movie and broadcasts to the future of TV usage and opportunity,
the PC and associated functions emerges as the device consumers most want to
connect to their TVs. In fact, the PC even outpaces gaming consoles and set-top boxes
as desired devices. On the vanguard of this are the rear projection TV owners who are
the early adopter crowd for all things video, and the ones most likely to make the
congruent investments in devices and the accessories to enhance them.

» Accessories Purchasing Behaviors Study - June 2005
Study Description: This study of consumer electronics accessory consumption patterns

seeks to shed greater insight into this largely unknown space. At a basic level the survey
seeks to profile consumers’ broad perceptions and definitions surrounding accessories.
Analysis of recent purchases further identifies purchase drivers and category specific trends.
All of this reveals strong opportunities for selling upgrades and a fundamental search for
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quality among consumers. More important, the report profiles 3 important consumer
segments for direct targeting in any accessory marketing and sales effort.

Key Findings
* Accessories are a Growing Category

CEA expects consumer electronics accessory shipment revenues to grow by 11% in
2005, consistent with overall CE industry growth. This translates into total 2005
revenues of $8.3 billion dollars. Converted into retail sales, accessories should reach
over $11 billion in total sales.

* But Think — Aftermarket
Most consumers think of an accessory more as something they buy after the original CE
device, rather than something that ships along with it. They believe accessories enhance
the experience rather than are required to make the device work. Thus 67% buy an
accessory at a later date, rather than with device, perhaps after getting a feel for using a
product.

* Upgrades are the Game
The key opportunity for manufacturers and retailers is providing an upgrade for the
consumer. Nearly 40% of consumers have at some point upgraded an accessory. This
equates to nearly 90 million consumers who have looked for a better experience through
an improved accessory.

* The Quest for Quality is Central
Good news for the accessories marketplace; the search for quality plays a pivotal role.
Quality received the highest importance rating among purchase decision factors,
trumping both price and brand. And, while 73% of those who upgraded did so to get
more features, over two-thirds were seeking a higher quality accessory.
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