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Foreword

Despite the fact that there is hardly another cultural technology that has undergone such a
steep development in the past 60 years, such as photography, there is comparably little
lobbying activity in the sector: in contrast to other industries, such as el ectronics, chemistry
or medicine, companies operating in the photography business have, even during the most
profitable of times, been unable to form an active, common representation of interest. Thus,
apart from the German associations Photoindustrie Verb and e.V. and Spectaris, there are
hardly any representations of interest for the photography business in the rest of Europe -
let alone a European Representation of Interest in Brussels. Even the CIPA sees itself not so

much as a global organisation, but rather as a representation of Japanese companies.

This shortcoming appears now to be taking its toll. The traditional photography business has
virtually no voice more when it comes to consumers and any efforts to create new

technologies remain the initiativ e of individual companies.

It is no wonder then, that the most important innovations of recent years in the field of
consumer-photography have been entirely introduced and marketed by companies which
do not rank among the traditional photo companies. The m ost recent examples, apart from
the smartphone, are the selfie stick, drones with cameras or action-cams. This could be a
reference to a symptomatic weakness, since the last great innovation in terms of consumer -
photography prior to the smartphone - the first saleable digital camera - was introduced in
1994/95 by a company from another sector (Casio, with the QV-10)- almost two years before

the traditional companies in that area.

Moreover, there are hardly any possibilities to gather centralized informatio n on the current
state of the international traditional photography business. While the camera business can,
to some extent, be underpinned by numbers, downstream trades, such as accessories, print,
online resources and their economic dependencies can either be studied, nor quantified with
reliable figures. Traceable developments with real data remain unavailable for the photo
business and press- a particular disadvantage, since these two groups are the ones who, in

times of decreasing advertising costs, represent the main contact points for consumers.

For this reason, this study aims at giving an overview on the current volume of business and

future opportunities.
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This study will be updated periodically. If you have any questions or suggestions, please

contact us at contact@mayflower -concepts.com.

Hamburg, October 2016
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1. Distinction of a traditional and a "new" photography

business

When discussing the photography business in current times, it is necessary to
distinguish between the "traditional” and the "new" photography business.
While the first - the subject of this study - has increasingly been in a cut-

throat fight for survival, the other one is boo ming:

There has never been more photographic activity than today - and the trend is

rising.

Images uploaded per day to social networks
such as Facebook, Instagram and Snap chat (million)
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Chart 1: New photography - daily upload of photos into social networks *

But related sales and profits are hardly generated by those companies which
so far used to be the classic agents in that sector: past players in the market

hardly make any profit with Apps and subsequent services.

Source: Kleiner Perkins Caufield & Byers in Wirtschaftswoche 05/14
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Traditional Photography Busin ess

This category covers all companies which primarily profit from camera -based
photography. Apart from camera manufacturers, the category also includes
9 accessory suppliers (flashes, tripods, memory cards, etc),
9 traditional photography businesses, includin g specialist departments in
corresponding electronics stores,
as well as

9 service providers, in particular laboratory services.

This study deals primarily with these kind of operators.

New Photography Business:

Any companies primarily offering photography -based online and app
solutions are considered to be service providers belonging to the field of a new
photography business.

In fact, there are currently no reliable statistics which could make it possible

to make a realistic estimate of profits generated by "new" photography

solutions.

Thus, according to a study from September 2016, there are about 2,7 million
apps on iStore, out of which almost 60.000 deal with photography - or video-

related topics:
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Chart 2: Photo apps on iTunes’

Nonetheless, further statistics dealing with downloads and usage no longer

specify such apps. This leads to the conclusion that, while there is a relatively
wide range of such camera-based apps, most of them tend to play a
subordinate role in terms of profit. Many smartphone users seem to use built -

in cameras without spending more money on the download of other paid

apps.

Other unpredictable sales figures are those who are generated on
photography -based pages using user phaos from social networks. As a result,
a direct turnover correlating with the photographic activities of users

(number of photographed images leading to profit) does not seem feasible.

It is thus very difficult to objectively assess whether such apps gener ate any
relevant sales figures. We have therefore refrained studying this component

of the photographic market in more depth.

Source: http://www.pocketgamer.biz/metrics/app -store/app -count/
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Conclusion

We call attention to the danger of referring to a growing
photographic market, solely on the basis of an increasing production
of electronic photos. An assessment only considering (theoretically)
available graphical data without drawing on reliable turnover or
even profit estimates could easily lead to misleading conclusions
when conducting a business planning.

Photo Labs

Photo labs and photo kiosk system operators play a special role in the
examination of the market, since they have smartphone users as clients but

remain largely dependent on camera -based image data.

For this reason, this study includes photo labs.
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2. Importance of the camera business in the traditional

overall market

According to a statistic published in 2014 3oy the GfK, 80% of the hardware
business in the German retail sector was constituted by the camera segment.
Furthermore, the accessories business revealed direct correlations between

sales figures for cameras and photo accessories.

1.200
Dependency of accessory sales based on system cameras
060 German market (2013/14, qty)
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Chart 3: Sale of systemcameras and accessories in the German market *

3 Society for Consumer Research

4 Source: GfK
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Dependency of lens sales based on system cameras
German market (2013/14, qty)
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Chart 4: Sales relationships between system cameras and lenses

Thus, changes in the market behaviour of consumers, like those which have
been experienced by the photo market since 2011, have had a direct impact on
all accessory and extension products, causing productdependent delays.
Conclusion
Even in times of a declining demand for cameras (see section 3), the

classic camen is still the main driver for all subsequent transactions
with pictures and accessories.
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3. Status quo

Events such as photo festivals, company promotions or the just recently held
Photokina convey a quite positive scenario: Many people from all age groups
keep enjoying photography. Such events are nonetheless- and as in any other
sector - only snapshots of a very selected group of visitors and assessments of
the market development based on them would disregard a key aspect: people
who don’t (longer) attend such events and who have turned their backs on

the sector are not counted, nor taken into consideration.

And if the aim is to discuss the future and new arising opportunities, it is
necessary to not only keep track of faithful customers but also and most

importantly of the overall potential market.

The following pages thus try to - almost from a helicopter perspective - give a

comprehensive description of the situation, based on facts and figures.
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4. The camera market

There are currently three worldwide data models delivering market
descriptions and predictions for the camera market:

1 Panel data from the GfK

1 Market assessments by market observers, such as InfoTrends and
FutureSource

1 Manufacturer data by the Japanese CIPA

The GfK trade panel data give a detailed description of the market
distribution in general.

These data have the valuable particularities of being based on detailed studies
and of being easily accessible in a large number of countries. For this reason,
GfK data are ideally suited for controlling marketing and sales activities in
single countries, as well as for performing a product and feature -analysis in

markets.

A disadvantage is that the GfK does not collect data from all countries - for
example: the entire American continent is missing, being only covered by a
cooperation Zwhereby statements about the global market are only possible

at a fairly high aggregation level.

Market assessment data are suitable for making a long-term planning and
can be used as a "second opinion". Such studies are usually based on smlled
expert interviews, which are complemented by the personal assessments of

participating market researchers and are published as market trend models.

Such data should under no circumstances be misunderstood as real market

data
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Manufacturer data provided by CIPA

Since 2002, the Japanese CIPA (Camera & Imaging Product Association) has
been collecting and publishing production and export data from the Imagin g
Industry. As a successor of JCIA, even since 1933. Members are primarily

Japanese companies.

Although these data are complete in the framework of participating
members, they have certain ambiguous data structures when referring to

other areas, and sospecial care is hecessary when interpreting them:

For example, the 'shipment" data show the sales volume into Europe,
America and Asia. However, the buyers of products covered by these data are
usually the local branches and distributors of the brands. The reported
gquantities have then only reached the warehouses of producers in Europe,

America, etc. and the prices shown are, in fact, intra-group prices.

Figures referring to the Japanese market show data for sales into retail - and
accordingly, the indicate d values refer to selling prices into the photography

business.

Another problematic aspect is that these values are indicated in Yen and thus

give a limited picture of prices as they are perceived by the market.

Nonetheless, we use these CIPA data for ouperiodic analysis, after processing
them in a database of ours and drawing our own conclusions. In particular,

we convert the data into so-called "rolling years", so that we can for each
month show the respective ratio for the previous 12 months. As a result, we
can analyse market data in seasonally adjusted terms and recognize trends on

a monthly basis.

If you would like to receive these data regularly from us, contact us at

contact@mayflower -concepts.com.
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a. Global considerations

The following analyses of the camera market are all based upon the above
described processed statistics of the CIPA- however, we edit these data
previously. Accordingly, we smooth out data errors, which now and then
unfortunately occur, calculate the prices per camera, adapting turnovers
calculated in Yen into current exchange rates and sum up collected data into
so-called rolling years. Thus, it becomes possible to read off trends on a

monthly basis and regardless of the season.

In general terms it can be said that the camera market has collapsed
dramatically since 2012. The current number of 27 million products produced
per year comprises only 20% of the quantity produced in 2011. For the first

time, the figure is even lower than the production rates of analogue cameras

in the 1990s.
Global camera production (qty)
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Chart 5: CIPA production rates listed by product category since 1933

When converting data from CIPA into rolling years, it becomes easier to

recognize growth/shrinking tendencies. In particular, it becomes evident that
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after a period of apparent stability in 2014/2015, production rates have been

decreasing again sharply and continuously since 2015.

Global Camera Production (gty, rolling years)
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Chart 6: CIPA production rates in rolling years

Conclusion

Even four years after the market began to collapse, the bottom of that
tendency doesn’t seem to come into sight. Operators should prepare
themselves for the possibility that a trough may never come.

Conclusion

All theories which attempt to explain this market shrinkage wit h a
market saturation must be considered to have been refuted, since a
market saturation would still have a stable replacement market. But
in terms of numbers, there seems to be no such market.
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The market shrinkage happens of course mainly at the level of compact
cameras. However, markets have also collapsed when it comes to system
cameras: particularly dramatic is the decline of SLR-cameras shipped to
Europe. Thus, the European market has evidently fallen significantly behind

America and Asia. Only the Japanese market for single-lens reflex cameras

seems to be currently stable.

SLR: Global Distribution (qty)
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Chart 7: SLRShipments into regions

However, the development of mirrorless system cameras reveals a stark
contrast: while, for a long time, the shipping figures seemed to remain stable
for all export markets, Japanese sales figures have been dropping dramatically
since Spring 2014.

Moreover, figures concerning other markets, such as the US, Europe and Asia

have also been pointing down since that same Spring.
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Mirrorless: Global Distribution (qty)
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Chart 8: mirrorless cameras - global distribution

Reports published by manufacturers and the GfK often state that, although
less cameras are sold, those customers who do buy them tend to choose more
and more high-quality models. That interpretation is then justified with the
increase of average prices. In fact, it is possible to observe an increase in

producer prices:
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Chart 9: average prices for the production of cameras in yen

However, this situation must be assessed in an entirely different way, if you
look at the selling prices into the different regions after having adjusted data
for the effects of currency fluctuations. It then appears that while the values
for compact cameras shipped into Europe in fact tighten a little bit, other
values are simply volatile and don’t show any clear trend towards higher
quality products. In particular, the average price for compact cameras in the
US even went down after having been adjusted for exchange rate

fluctuations.
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Chart 10: average prices for shipment to Europe (EUR)
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Chart 11: average prices for shipment to the United States (US dollar)

For the sake of clarity, it is however important to recall that the prices into
export markets shown here refer to sales prices to the importer - who often
belongs to the same corporative network. Whether such price changes really

reflect themselves at consumer level, can simply not be deduced by that.
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Conclusion

A trend towards higher quality cameras cannot be concluded from

available data. In fact, such values are more likely linked to the fact
that low -cost products are the first to be replaced. Consumers dont
choose more often expensive cameras, they simply don’t longer buy
any low -cost cameras.
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b. The camera market in Europe

In Europe, the camera market has fallen from almost 40 million to below 10
million items per year. The demand for compact cameras is nowadays even

lower than that for system cameras only three years ago.
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Chart 12: Total sales volume of cameras into Europe

Hopes that mirrorless system cameras, who were intr oduced into the market
in 2009, could revive the business remained fruitless: the distribution level
into Europe has remained stable since 2013, while the market for SLR cameras

has declined significantly .

According to current figures, the past two months indicate that a new decline

in the European market is to be expected.
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CIPA Sales to Europe: SLR und Mirrorless Cameras(qty)
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c. US and Asia

The situation does not differ significantly in either the American nor the
Asian continent. Still, in Asia, sales from compact cameras have already fallen

below those of system cameras.
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Chart 14: sales volume to the US: total
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Chart 15: sales volume to Asia: Total
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The sales volume for mirrorless system cameras remains practically stable in

both regions, while SLRcameras are clearly less demanded.
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Chart 16: sales volume to the US: system cameras

Chart 17: sales volume to Asia: system cameras
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