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SOURCE DATA FOR REPORT
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Printing Industries of America

CENTER FOR PRINT

ECONOMICS
AND MANAGEMENT

The professionals in the Center for
Print Economics and Management
department offer a variety of
products and services that help our
members enhance their growth,
efficiency, and profitability through
up-to-date industry information,
articles, advisories, and statistics
addressing important industry
issues.
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GLOBAL AND INDUSTRY
ISSUES



IHS Markit US composite flash PMI and GDP

US GDP, annualised g/q % change IHS Markit US PBI\:*'I1I
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EXPECTED GROWTH OF
MANUFACTURING ACTIVITY
FIRST QUARTER 2018-FIRST QUARTER 2020
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Source: National Association of Manufacturers



REAL GROSS DOMESTIC PRODUCT
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GDP EXPANSION

Change in gross domestic product
B Current U.S. expansion ® Previous LS. expansions
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NAM MANUFACTURERS' OUTLOOK SURVEY

FIRST QUARTER 2020
MARCH 18, 2020

Percentage of Respondents Positive
About Their Own Company’'s Outlook

75.6%

{December: 67.6%)

Small Manufacturers: 78.3% (Dec.: 73.3%)
Medium-5Sized Manufacturers: BL.0% [Dec.: 72.3%)
Large Manufacturers: 63.6% (Dec.; 55.8%)

Overall Facts About the Survey

Number of Responses: 365
In the Field: Feb. 14 to 28, 2020

Small Manufacturers: 83 responses
Medium-5ized Manufacturers: 172 responses
Large Manufacturers: 110 responses

NAM Manufacturing Outlook Index’
50.5

{December: 45.0 = revised)

Expected Growth Rate for SALES
Onver the Next 12 Months
T 2.9%

{December: T 2.1%)

Expected Growth Rate for PRODUCTION
Owver the Mext 12 Months
T 2L.8%
{December: T 1.9%)

Expected Growth Rate for FULL-TIME EMPLOYMMENT
Ower the Next 12 Months
T 1.1%
{December: T 0.8%)

Expected Growth Rate for EMPLOYEE WAGES
Ower the Next 12 Months
T L1%
{December: T 2.1%)

Expected Growth Rate for CAPITAL INVESTMENTS
Ower the Next 12 Months
T 1.9%
{December: T 0.8%)

Expected Growth Rate for EXPORTS
Ower the Next 12 Months
T 0.5%
{December: T 0.3%)

Expected Growth Rate for PRICES OF COMPANY'S
PRODUCTS Ower the Next 12 Months
T 1.5%

{December: T+ 1.3%)

Expected Growth Rate for RAW MATERIAL PRICES
AND OTHER INPUT COSTS Over the Next 12 Months
T L.B8%

{December: T 1.9%)

Expected Growth Rate for INWENTORIES
Ower the Next 12 Months
L 0.3%
{December: . 0.7%]

Expected Growth Rate for HEALTH INSURANCE COSTS
Ower the Next 12 Months
T 6.2%
{December: T 5.9%)

Source: National Association of Manufacturers
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MANUFACTURING BUSINESS
OUTLOOK BY QUARTER,

(15T QUARTER 2018-15T QUARTER 2020)

2018:1 2018:2 2018:3 2018:4 2019:1 2019:2 2019:3 2019:4 2020:1

Note: Percentage of respondents who characterized the current business outlook as somewhat or very positive.

13

Source: National Association of Manufacturers
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Source: National Association of Manufacturers
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Year-Over-Year Industrial Production Growth

(January 2019 - February 2020)
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g"s;:j‘ﬂ‘jtﬁggi(”sﬁc) Manufacturing Production and Capacity Utilization Ma”“g;’;‘;@ﬂi
(2012=100) (January 2015 to February 2020) Utilization (SIC)
107 77.8%
2 77.4%
== - 77.0%
105 / 76.6%
\/ 76.2%
104 y 75.8%
75.4%
103 75.0%
74.6%
. 74.29,
101 73.8%
73.49
100 73.0%
2015 2016 2017 2018 2019 2020
===|\|anufacturing Production == Manufacturing Capacity Utilization
16

Source: National Association of Manufacturers



PRIMARY CURRENT BUSINESS
CHALLENGES, FIRST QUARTER 2020

Attracting and retaining a quality workforce 67.1%
Rising health care/insurance costs
Trade uncertainties
Weaker domestic economy and sales for our products
Weaker global growth and slower export sales
Increased raw material costs
Transportation and logistics costs
Strengthened U.S. dollar relative to other currencies
Unfavorable business climate (e.g., taxes, regulations)
Challenges with access to capital

17

Source: National Association of Manufacturers Outlook Survey



Currencies
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Currencies
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OUTLOOK SURVEY RESPONSE

Survey Response

S

®Ink = Resin/Varnishes = Pigments = General (All Other)

Source — NAPIM Outlook Survey
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Top Current Concerns
* Ink Companies concerns heading into 2020:

General Economy - 2020 2019
1. Overall Economic Activity 1
2. Customer Consolidations/Closings 2
3. Imports 3
External - 2020 2019
1. Raw Material Cost 1
2. Raw Material Availability 2
3. Market Competition 4
Internal - 2020 2019
1. Experienced Workers 3
2. Transportation Costs 2
3. Health Care Costs 1
21
Source — NAPIM Outlook Survey _______@®¢



Top Current Concerns
« TAM Companies concerns heading into 2020:

1. Customer Consolidations/Closings 2
2. Overall Economic Activity 1
3. Imports 3
1. Raw Material Costs 1
2. Raw Material Availability 2
3. Market Dynamics 3
1. Experienced Workers 1
2. Transportation Costs 2
3. Unskilled Labor 3

Source — NAPIM Outlook Survey 'ﬁﬂl W |0



Ink Companies say Printers Value

2020 2019

1. Consistent Product Quality 1
2. Price 2
3. Quick Delivery 4

TAM Companies say Ink Companies Value

2020 2019

1. Consistent Product Quality 2
2. Price 1
3. Technical Support 3
23
Source — NAPIM Outlook Survey ©©C
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Is your company planning to INCREASE its current
capacity in 20202
18
16
14

12
]O I I

Add manufacturing Replace equipment Increase employees Expand plant(s) or  Add in-plant(s)
equipment add
new branch(es)

o

o N N O

m2019 m2020




Is your company planning to DECREASE its current
capacity in 20202

Decrease employees Close branches Remove manufacturing equipmen

(6,

N

w

N

1

m2019 =2020



PROFITABILITY AND SALES FOR
BOTH SUPPLIERS AND INK
COMPANIES

2019 compared to 2018

Expectations for 2020

Source: NAPIM Outlook Survey 26



SOCIAL MEDIA

Is your company engaged in Social Media?

90.00%

80.00%

70.00%
60.00%
50.00%
40.00%
30.00%
20.00%

0.00%

Yes No

= 2018 = 2019

Source — NAPIM Outlook Survey



COMPANY PAID PORTION
OF HEALTH CARE COSTS

Percent covered by employer

&

\/

m100% =96.50% =85% =80% m75% ®m70% m65% m60% m50% = 40%

Source — NAPIM Outlook Survey



HEALTHCARE COSTS

Average Annual Worker & Employer Premium Contributions

25000
20000
15000
10000
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0
2009 2014 2019
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Source — KFF Employer Health Benefits Survey, 2019 ______00C

__@OC
napim



HIRING PRACTICES

How does your company find qualified workers?

Temp Agency Websites Social Media Employment
Services

16

14

12

10

(0]

o

N

N

Source — NAPIM Outlook Survey



REVENUE AND
GROWTH
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INFORM & COMMUNICATE PRODUCT LOGISTICS Market & Promote

General Commercial

MAGAZINES & « CONVERTERS, LABEL,

PERIODICAL & WRAPPER Rrlgtiid

Quick Printer

NEWSPAPER PRINTING PRINTING

Direct Mail Printer
BOOK PRINTING PACKAGE PRINTING

FINANCIAL & LEGAL
PRINTING

Signs & Signage

BUSINESS FORMS
PRINTING

GREETING CARD
PRINTING

32
Source: PIA, Economic and Market Research Department



Printing Industries of America's Long-term Print Forecast
Commercial Printing & Related Support Activities (NAICS Code 323)

Market, Promote, & Sell e | nform & Communicate
5110 -
e Product Logistics e Total

0 SM $90.49

£ 0
E
v
3 $50 -$43.51 $51.19
A
230 1 92262
% 222'06
17.25
16.
$10 s :

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Year

33
Source: PIA, Economic and Market Research Dept



PRINT MARKETS

Hot Print Markets: Top 10

Posters SR 2.29
Quick printing SR 2.33
Food, beverage labels EE ] 238
Private label convert. EEE ] 24
Direct Mail FEE 24
Point of purchase B 247
Pharmaceutical/cosmetic labels R 248

Specialty printing I 251

Packaging/envelopes [ 289
Signs I .65

2.1 2.2 23 24 2.5 2.6 2.7
34

Source: PIA, Center for Print Economics and Management
Figures represent sales growth % for survey respondents



Warm Print Markets

BookPrinting [ 1.91
GreetingCards B 1.91
TradeBinding I 1.93
Inserts Bl 1.97
Pamphlet  EESE 2.03
HouseholdLabels B 2.09
BusinessCards B 2t
PersonalCareLabels B 216
Brochure e 218
GraphicFinishing I 224

1.7 1.8 1.9 2 2.1 2.2 2.3

35
Source: PIA, Center for Print Economics and Management

Figures represent sales growth % for survey respondents



Print Market Laggards

Business forms - | 1
ey e — — —————
Loose-eo! e 7!
Newspaper [ | 2
Finance & leea! - | 1 5
Catalos [ 153
Magozine [ 1 57
Ciroutars - [ 1 5

36
Source: PIA, Center for Print Economics and Management

Figures represent sales growth % for survey respondents



UNITED STATES COMMERCIAL
PRINTING ESTABLISHMENTS

35000

34000 3796

33000
32114
32000
m 30979
1
30271
30000 29815 50546
29093
29000 28729 He474 28320 25105
28000
27000
26000
25000

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
B No. of Establishments

Please note 2019 data is for Q1-Q3
NAICS 323 — Printing and related support activities

Source: U.S. Bureau of Labor Statistics
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SUSTAINABILITY

Has the emphasis on "sustainability” and
"environmentally friendly ink" by print buyers
required you to reformulate your products?

u Somewhat = Major = Minor



PROFITABILITY



PIA

2020 Print Markets and Economic

Scenarios

Accelerated
Growth

2




PIA

The Changing Gap Between GDP and
Print

=—=GDP =—Print




PIA

10

Printers' Profit as a % of Sales:

2019 Estimate

I

Profit Leaders

All Printers

Challengers

m %

9

3

1

Source: Printing Industries of America
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PIA

2020 Economic Scenarios

Accelerated
Growth
20%

Source: Printing Industries of America 3



PIA

Relationship Between Print Sales

Change and Printer Profits
15.0%

10.0%

5.0%

0.0%
1 2 3 4 5 6 7 &I 1] 14

-5.0%

-10.0%

= Print Sales = Profit Leaders -Profit Challengers

Source: Printing Industries of America P



PIA

2020 Economic Paths
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PIA

2020 Printer Profits (% of Sales)

10

= R B Oh 0D

Accelerated
Growth

Recession

m Profit Leader

®m All Printers

B Challengers




GAME PLAN FOR SUCCESS

EXAMPLE OF A TOO LOW: A PRICE HIKE CAN
SUPERCHARGE PROFITS

0 10 20 30 40 50
Increase price 1% 36.4
Cut materials cost 1% 12.8
Cut factory payroll 1% 94
B % change in profit rate
Cut administrative cost 1% 3.5
Cut selling cost 1% 3.3
Increase sales 1% 14.6
0 10 20 30 40 50

47

Source: PIA, Center for Print Economics and Management
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Source: Printing Industries of America
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PIA
Products Provided by Printers

(Ranked by % of Printers Providing)

Brochures

. Direct Mail
. Posters

. Stationery
. Quick Printing

Pamphlets

Business Cards Catalogs & Directories

Signs (Business Signs,

Inserts Banners, etc)

Point of Purchase

Specialty Printing
Displays

Business Forms Printing Circulars

Magazines and
Periodicals
. Book Printing
Food, Beverage & Related
Labels
. Trade Binding
. Personal Care Labels

Package Manufacturing
(Converters, Envelope
Printers)

Financial & Legal
Printing

Graphic Finishing Greeting Cards

o

harmaceutical &
osmetic Labels

Household Labels

0

Private Label Converting Loose-Leaf

Manufacturing

Newspaper Printing

Source: Printing Industries of America o



6 Drivers To Strong Print Demand

Printers themselves have
adjusted their business
models to take account of
new industry trends and
realities.

Print has hit its sweet spot in
the mature recovery phase of
the economy.

Even the print sector most
impacted by digital media,
informational and
editorial print (books,
newspapers and
magazines) has been
doing relatively well.

Most of the severe
displacement of print by
digital media is now
behind us.

Recently, print marketing and
promaotion, particularly direct
mail, has demonstrated its
effectiveness as a premium
marketing and promotional
media.

Labels, wrappers and
packaging print, serves as an
anchor on print sales as it
generally tracks very closely
with the overall economy.

51

Source: Printing Industries of America



Digital Toner
Sheetfed

Non-Print VA Services
Wide Format Inkjet
Production Inkjet
Coldest Web

Heatset Web

Flexo

Gravure

© =

10 20 30 40 50
% Providing

T ——

60

70

80



Printers' Ancillary Services

Ranked by % of Printers Providing

Mailing
Management

Kit Fulfillment

Web-to-Print Style
Storefront (Print
Procurement)

Professional Creative
Design

Web-to-Print Style Storefront Database

(Marketing/Brand Management

Management, ETC)) Gennces

Logistics Digital Asset
Management Management

Cross-Media Marketing l o Digital Database

Services or Support

Archiving

ll CD/DVD Services lz Digital Studio

Photography

53
Source: Printing Industries of America



Profit Scenarios for 2020

2020 Printer Profits (% of Sales)

LLL

Accelerated Modest Sluggish
Growth Growth Growth

B Profit Leader 8.6 _ 84 | 7
® All Printers 2.8 25
Challengers 0.7 0.5

Recession

Source: Printing Industries of America 54
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FOREIGN TRADE

NAICS 32591

=4=Imports
=B=-Exports
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Source: U.S. Census Bureau



Kilos in Millions
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41
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11

MAJOR INK EXPORTS
NAICS 32591
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MAJOR INK IMPORTS
NAICS 32591
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COVID-19

KEY POINTS:

THE OUTBREAK OF THE NOVEL CORONAVIRUS (COVID-19) IS FOR THE TIME BEING THE MOST SIGNIFICANT BLACK SWAN OF 2020
AND POSSIBLY THE LARGEST SINCE THE END OF THE SECOND WORLD WAR FOR MOST OF THE WORLD ECONOMIES

THE IMPACT OF COVID-19 IS BY NOW SIGNIFICANTLY LARGER THAN SARS IN 2002-2003 AND THUS CANNOT AT THIS STAGE NO
LONGER BE COMPARED TO IT; THE NUMBER OF CONFIRMED CASES BY MARCH 25 EXCEEDED 414,000 GLOBALLY WITH FEW
COUNTRIES UNAFFECTED; THE NUMBER OF CASES IN EUROPE EXCEEDS 220,500 AND NUMBER OF DEATHS HAS REACHED 12,000

THE DISTURBANCE TO INDUSTRIAL PRODUCTION AND GLOBAL TRADE FLOWS AND GLOBAL LOGISTIC NETWORKS COULD BE MORE
SEVERE DUE TO A DRAG CAUSED BY THE PROLONGED PRODUCTION SHUTDOWNS

THE CENTER OF THE COVID-19 PANDEMIC ACCORDING TO THE WHO IS IN EUROPE WITH ITALY (ESPECIALLY LOMBARDIA) AND SPAIN
THE MOST AFFECTED STATES WITH HEALTH SYSTEMS UNDER EXTREME PRESSURE

THE GLOBAL SPREAD OF THE COVID-19 EPIDEMIC IS THE SINGLE BIGGEST RISK FACING THE WORLD ECONOMY IN EARLY 2020;
FROM AN ECONOMIC POINT OF VIEW Q1 IS LOST, Q2 IS UNLIKELY TO BRING A MAJOR IMPROVEMENT

IHS MARKIT ESTIMATES THAT GLOBAL GROWTH IN 2020 WILL BE 1.7% AND 2.7% IN 2021 AND ARE SIGNIFICANTLY LOWER THAN
PRIOR ESTIMATES; THE FORECASTS FOR GLOBAL TRADE HAVE ALSO BEEN CUT BY GTA FORECASTING TO 1.5% IN 2020 AND 3.8% IN
2021

IN CONTRAST TO THE GLOBAL FINANCIAL CRISIS OF 2008-2009, WE ARE NOW DEALING WITH THE REAL-SIDE CRISIS WITH ACTUAL
IMPACT ON PRODUCTION, GLOBAL VALUE AND LOGISTIC CHAINS IN ADDITION ADVERSELY AFFECTING GLOBAL DEMAND AND

HAVING A POTENTIAL OF LEADING TO A MAJOR FINANCIAL CRISIS 0

Source: IHS Markit



TRADE COMMISSION REVIEW

* THE USMCA WAS APPROVED BY THE US CONGRESS AND ENTERED
INTO FORCE ON JAN. 16, 2020.

* THE US-JAPAN TRADE AGREEMENT WAS SIGNED BY BOTH COUNTRIES
ON OCT. 7, 2019.

* THE US-CHINA PHASE ONE AGREEMENT WAS SIGNED ON JAN. 15,
2020. A PARTIAL ROLLBACK OF TARIFFS HAS ALSO BEEN
ANNOUNCED. THE US-CHINA PHASE ONE AGREEMENT WILL NOT
REQUIRE CONGRESSIONAL APPROVAL TO ENTER INTO FORCE.

61


https://ustr.gov/trade-agreements/free-trade-agreements/united-states-mexico-canada-agreement/agreement-between
https://ustr.gov/countries-regions/japan-korea-apec/japan/us-japan-trade-agreement-negotiations/us-japan-digital-trade-agreement-text
https://ustr.gov/countries-regions/china-mongolia-taiwan/peoples-republic-china/phase-one-trade-agreement

BREXIT

 THE UK LEFT THE EU ON 31 JANUARY 2020 AND HAS NOW
ENTERED AN 11-MONTH TRANSITION PERIOD.

Brexit timeline

31
Jan

BREXIT DAY
lrade talks can begin within weeks

l

00—

30 Jun
2020

Deadline for extending the transition period passes

31 Dec
2020

Has a trade deal been agreed and ratified?

l

[ 1

Yes No
000 000
Jan Jan
2021 2021
Start new Exit transition

relationship with EU without a trade deal



CHINA TRADE ISSUE

Billion S
65

60
55
50
45
40

35
0

Goods and Services Trade Deficit
Seasonally adjusted

l 1 l | 1 1 1 1 | l 1 L 1 | ] | | 1 | | | | 1 | J

January 2017 January 2018 January 2019

U.5. Bureau of Economic Analysis

U.5. International Trade in Goods and Services

U.5. Census Bureau March 27, 2019
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EMPLOYMENT SHORTAGE

Employment Situation,

Millions of Workers Unemployment Rate
— January 2018 — February 2019 429,
12.84 -
12.82 -
12 .80 - - 419,
1278 -
1276 -
1274 - 4.09,
12.72 -
12.70 -
12 .68 - - 3.99,
1266 -
12.64 -
12.62 - - 3.89%
12.60 -
12 568 -
1256 - - 3.7%
12564 -
1252 -
1250 n T T T T T T T T T T T T T » 36%
Jan-18 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan-19 Feb

mmm Manufacturing Employment  ===Unemployment Rate
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Source: Bureau of Labor Statistics



"Real" Unemployment Rate (U-6), 2008-2019
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Manufacturing Sectors with the

Largest Net Employment Gains
(February 2018 to February 2019, in thousands of employees)

Transportation equipment

Machinery

Fabricated metal products

Computer and electronic products
Chemicals

Food manufacturing

Electrical equipment and appliances
Miscellaneous durable goods manufacturing
Plastics and rubber products

Wood products

Primary metals

Paper and paper products

Miscellaneous nondurable goods manufacturing
Nonmetallic mineral products

Furniture and related products

Source: Bureau of Labor Statistics

11

11.7
11.1
9.5
6.9
5.6
51
4.5
4.0

27.1
24.3
219

32.6

405

66
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Top 20 States for Manufacturing Job Creation
(January 2018 to January 2019, in Thousands of Workers)

Texas 329
California 16.1
Washington 11.7
Illinois 11.4
Ohio 11.0
Florida 96
Michigan 9.4
lowa 8.8
Nevada 7.6
South Carolina 7
Virginia /.
Wisconsin 6.6
Oregon 6.6
Tennessee 6
Arizona §)
Missouri 6.
Kansas 4
Indiana 4
Utah 41
Alabama 3

67

Source: Bureau of Labor Statistics
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NAM MANUFACTURERS’ OUTLOOK SURVEY:
HOW FIRMS ARE ADDRESSING THE SKILLS
SHORTAGE (FOURTH QUARTER 2018)

Working existing workforce more

Creating or expanding internal training programs

Utilizing temporary staffing services

Collaborating with educational institutions on skills certification programs
Working with local employment office

Encouraging possible retirees to stay longer in their roles

Considering moving operations to another location

Other

Uncertain

69
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LEGISLATIVE AND
REGULATORY IMPACTS

Cost of Employer-Sponsored Health Insurance 8g.13%
Tariffs on Imported Raw Materials (i.e., Paper, Aluminum) 71.11%
Postal Rates 70.33%
Corporate Income Tax and Tax Complexity/Compliance 60.44%
Transportation Costs/Regulations 58.24%
Postal Reform to Modernize USPS 56.04%
USPS Operational Regulations 54.94%0
Cost of Energy at Facility 54.34%
Capital Gains/Dividends Taxes 48.91%
"Do Not Mail" Initiatives (similar to "Do Not Call") 48.35%
Advertising Tax Deduction (preservation of) 48.35%
Trade Agreements (i.e., U.S.-Mexico-Canada Agreement) 46.66%
Preserving Consumer Choice for Paper Options to Government []
Information/Services 46.15%
Workforce Development/Retention 43.47%
Cost Recovery/Bonus Depreciation 42.86%
Minimum Wage Increase 42.39%
Sales Tax (Wayfair Decision on State Sales Tax Collection) 42.22%
S-Corp Tax Issues 40.66%
Combating Fees/Penalties on Consumers Choosing Paper Bill

Presentment 40.21%

Source: Printing Industries of America
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