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Introduction

The market study was carried out by

SIMON + KUCHER & PARTNERS
Strategy & Marketing Consultants

SIMON-KUCHER & PARTNERS [SKP] is a global consulting company with more than 450
employees in 18 offices worldwide. The company specializes in strategy, marketing, and
pricing and is, according to a study conducted by “manager-magazin”, Germany’s leading
consulting firm in the areas of marketing & sales.

We conduct market studies on critical success factors in various industries on a regular
basis. The goal is to investigate the impact of upcoming challenges and the ability of
companies to adapt to these new market conditions. These issues were also addressed in
our most recent study on the market for language services.

The purpose of these studies was to advertise various publications and improve SKP’s
research-database. As a thank you for your support, we are providing you with exclusive
and confidential results of our study about the language service market.

The responsible project leader of this study were Sebastian Hock and Alexandra Kunzel.
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Overview

} 1. Historical Market Development
2. Expected Market Development and Market Drivers
3. Customer Requirements

4. About Simon-Kucher & Partners
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Historical Market Development: Language Services Worldw ide

The market for language services faced strong growth over the past several years. Particularly, in 2007
extremely high growth rates were realized.

Revenues Language Services * | CAGR '05-'08 |
- Worldwide: 2005 to 2008, Focus on larger providers - Revenue 17.5%

$ bn

2007 was an extremely good
year. Most important drivers:
positive general conditions
within the field of international
trade.

w790 1426
+27.5%
12.09
+7.9%

948 Particularly the development of

larger providers is reflected by
the data and also includes the
highly dynamic segment of
software localization.

8.78

Until 2008 the market faced
solid growth. After the
global economy recovers,
we expect this trend to

2005 2006 2007 2008 (F) continue.

Source: CSA, Ranking of Top 25 Translation Companies, (2006-2008) *Inclusive Software-Localization

Market Study_Language Services l
- Confidential -

SIMON + KUCHER & PARTNERS




Market Development: Role of Acquisitions

The growth of the largest language service providers was driven mainly by acquisitions.

Dynamic Revenue Development
- Top 25 -
Index of revenue development (Basis: 2004 = 100)
202
162
128 142
123
116
2004 2005 2006 2007

TOP 25 Translation Providers —=&— Larger Providers* (without acquisition)

Provider # M&A Examples
'04-'07
Lion- <5 Bowne Global
bridge Solutions ('05)
SDL ~5 Trados, Inc. ('05),
Tridion BV ('07)
L3 > 30" The Titan Coop.
(05)
RWS ~5 Japanese

Source: SKP-Analysis, Basis: Common Sense Advisory (CSA) 2004-2008, Research Company Homepage, * Top 3 and RWS, **Almost smaller acquisitions

Language Services
(07)
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Expected Development: Short and Medium Term

Experts estimate an ad hoc stagnation of the demand for language services due to the current eco-
nomic environment. However, they expect a growing market for language services in the medium term.

Short Term (to 1.5 years):
- Selective reduction of the translation volume -

Medium Term (after 1.5 years):
- No reduction of the translation volume -

"Due to the actual
market situation we
are trying to reduce

our demand for
language services."
(Expert)

Klt Is possible that we start
translating internal
documents in-house.
Nevertheless, our financial
reports will continue to be
translated by external

\ providers." (Expert)

"The crisis has caused us to conduct detailed
analyses of our current prices and the
contracts we have with our external language

service providers." (Expert)

"Even banks, which have been greatly affected by the
financial crisis still have a high demand for language
services. The demand has simply switched to translations
of legal and crisis-specific documents.” (Expert)

Statement:
Due to ongoing globalization, the translation volume will
not be reduced medium term.

Agree entirely 52%
Agree
Neutral

Don't agree

Don't agree at
all

Short term experts expect a reduction of the transl ation Medium term the market environment is evaluated
volume. positively.
Source: Market Study (n=23)
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Market Driver: Globalization

Globalization and increasing interdependencies of economies will continue to have an impact as solid
markets driver the demand for language and translation services in the future.

Development of worldwide flow of trade "In the last two years, 42% of GALA
- Total exports 2001 to 2007 - members have accommodated a new
$ bn language pair never handled before...

more than 86% of GALA companies

71 . .
/ /177 276 263 5\\ have increased work volume in the

e 667 O\ | N last year."
-354 l R 2007 ™ 2001 ~200% - 193 313 A Globalization and Localization
2001 2007 Europe B 7 Association (GALA), 2008.
USA 7 Asia/Pacific "Fifteen years ago ten target
206 558 i
127 236 385 = | 00 4 178 [ languages were considered a large

154 < Q . .
= B 2001 . 2007 = number, but organizations now

\ 2001 2007 2001 2007 ) \2001 2007 2001 2007 / routinely localize into thirty or more
languages, and some localize into
/ 510 \

well over 100."

203 ] Localization Industry Standards
Association, 2007.
2001 2007 Exan}ple: d
Rest of the World* Export of goods
L oo s w3 e valued at $558 bn Globalization as THE mega trend
— _mm — the world to positively affects the market for
\.2001 2007 2001 2007/ Asia/Pacific language and translation services.

Source: WTO, Statistic Database 2008, foreign exchange rate from 01/04/09, *Rest of the world consists of: Latin/South America, Middle East, Russia/CIS, Africa
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Market Driver: Localization

Although most of the companies consider localization to be principally as important as globalization,
currently no changes are being implemented. At this juncture considerable potential can be identified.

Localization

Perception... \ / ...and implementation

- importance of localization - - using the example of homepages -

0,
see the numbgr of localization 13.0%
large companies
37.3% that are not

implementing

- | localization into their .
Slightly 0 : Pragmatic 0
important - 11.9% SSZLZZ?SS ., localization 46.0%

California State

o }llllllllllll ° "\ "//
important 37.3% Itis surprising to Professional -

Important

ime?)rggnt - 6.8% University 1
Not ) chances/ potential Iocahiz\;vtion _ 41.0%
. F 6.8% for localization.
important
/ \ -

"52% of Internet consumers will buy ONLY at websites where the information is presented in their language."
GALA quotes 2008

Source: Research on Localization Practices, Conversis, California State University, 2006, survey amongst Fortune 500 companies
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No Risk: Technological Development

Machine translation does not constitute a risk for language service providers. Although, it is expected
that technical innovations will continue to increase the efficiency of translations.

Statement:
The technology of machine translation has not

yet reached the quality of individual translations.

Agree entirely 74%

Statement:
IT innovations will increase the efficiency of

translations furthermore.

Agree entirely 40%

Agree . Agree 45% .
9 Machine 9 ...but will
Neutral _ translatior_l Neutral 15% cc_)ntinue to
is not a valid | increase
, substitute... , efficiency.
Don't agree Don't agree | 0% y
Don't agree Don't agree | 0%
at all at all |
Source: Market Study (n=23)
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Customer Requirements: Buying Decision Criteria

During our market study we conducted several interviews with market experts as well as users of

language services providers. All in all there are eight main buying decision criteria.

Relevance of Buying Decision Criteria for the
Selection of Language Service Providers

Evaluation

S Ed B LBl B

el =~ il o =
N o 0~ WNR O

Usage of customer- and industry-specific terminology
Mother-tongue quality of translation

Attractive price-quality ratio

Quality assurance and control

Relevant industry experience (references)

Speed of translation

Confidentiality (encoding software, selective freelancer assignments)
Flexibility (capacity for short-term assignments)

Managing complex projects (number of languages and volume)

. Low price

. Technology application (specific software and databases, etc.

. Professional project management

. Language diversity (“same provider for all languages you need”)

. Global presence (subsidiaries in diverse time zones, 24h availability)
. Editorial service offering (writing, editing)

. Renowned service provider

. Certification of services

—o— Participants

Source: Market Study (n=23)

Top
Criteria

1 2 3
Less important

4

5
Very important

The most relevant buying
decision criteria of users of
language service providers
are a customer- or industry-
specific terminology,
mother-tongue quality as
well as an attractive price-
quality ratio.

Global presence, editorial
service offerings, reputation
and certifications are
unimportant.

Market Study_Language Services
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About Simon-Kucher & Partners (SKP)

SKP is the world leader in pricing consulting. With more than 450 pricing experts around the globe, we

cover all major industries.

Quick Facts

450 consultants

18 offices in 13 countries

"Smart Profit Growth" through
- pricing

- product optimization

- marketing

- strategy

High-quality analysis put into
practice

UK, France, Netherlands, Germany, Germany, Germany, Germany,
London ¢ Amsterdam Bonn Cologne Frankfurt Munich

' =2 =3
<G 4 Russia,
/ Moscow
J 3 Poland,
I Warsaw
5
(]

Spain, Switzerland, ) Luxembourg,
Madrid Zurich i Luxembourg

Boston ,, .

USA, San
Francisco

USA,
New York

Opening in 2009

Brussels

A 403
Opening in 2010 A
Hong Kong
Dubai 315
Miami 261

Number of employees
Market Study_Language Services . conﬂ dential . -13-
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The mission of Simon-Kucher & Partners:

A A4 Smart CREATE
p r()ﬁt EXTRACT
g rowt h 5 PROTECT

CREATE smart profit growth
> 500 projects

How can we develop products
and marketing aligned with our
customers’ willingness to pay?

Create actionable segmentation
Develop targeted offerings

Close gaps in product portfolios
Devise effective product launch

EXTRACT smart profit growth
> 500 projects

How can we ensure that
we get what we deserve from
our customers?

Set and execute optimal prices
Enhance channel performance
Optimize sales force performance
Improve customer retention

PROTECT smart profit growth
> 200 projects

How can we prevent the profit
drain of an entire industry?

Defuse price wars

Secure market positions
Change market behavior
Achieve mindset change

Market Study_Language Services
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SKP — best Consultant for "Marketing and Sales"

Manager-magazin ranked Simon-Kucher above McKinsey and Boston as best the consultancy for
marketing and sales topics.

Competence-Ranking "Marketing & Sales"

Consulting Company Points (Max.: 500)

Simon-Kucher & Partners
2 Boston Consulting Group 370
3 McKinsey & Company 346
4 Bain & Company 344
5 Roland Berger 338

manager-magazin 08/2007

Source: manager-magazin August 2007/Institut fir Management und Beratung; Interviews with 264 topmanagers

Market Study_Language Services l
- Confidential -

SIMON + KUCHER & PARTNERS



Selected References

Allianz

Audi

Aral @
BASF

Bayer

Bertelsmann

BMW

Bosch

Citroén

Coca-Cola

Conti

Credit Suisse

Daimler =
Deutsche Bank o
Deutsche Telekom
Deutsche Post

Deutz

Dupont

Eon

Fiat

Generali

General Motors Europe
Goldman Sachs

Gore

Hewlett Packard
Hoffmann-La Roche
HSBC HSBC <»
IWIS

Johnson & Johnson
Kléckner Werke
Kodak

Linde

Lufthansa
Matsushita/Panasonic
Metro

Michelin

Microsoft

Moeller

MTU

Novartis

Olympus

Porsche

Renault

Royal Dutch Shell
RWE

Sappi

Schott

Siemens
swisscom

TRW
Thyssen-Krupp
UBS

vodafone

Voest Alpine
Volkswagen
Werhahn
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