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TOTAL PARTICIPATION 17.96 M
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State of the Industry
2016 Edition

The 2016 Edition of the Tennis Industry Association “State of the Indusiry” outlines key research to
help tell the story of the tennis industry, The TIA produces mare than 70 annual research regorts
to help tennis businesses of all types, and the State of the Industry analyzes this data to determine
where this industry has been, where it is now, and where it is gaing.

Total Tennis Economy: The U.S. tennis economy in 2015 was worth approximately $5.94
billion, a 3.6% increase since 2014, The increase in the overall tennis economy was driven by slight
increases in facility and tennis coach revenue, college program delivery, and ad revenue.

Participation: “Core" players, who play 10 or more times a year, are critical to the growth of
tennis and account for an estimated 90% of total expenditures in the sport. In 2015, core players
grew 0.5% to 9.96 million, according to the 2016 Physical Activity Council (PAC) Participation Study.

Overall tennis participation saw a marginal increase in 2015, up 0.3% to 1796 million players,
according to the PAC study. Play occasions also increased, with a slight 0.8% improvement from
2015 ta 418 million. There was a modest decline in 2015 overall youth participation, down 1.1% for
players ages 6 to 12 to 2.11 million and down 5.5% among 13- to 17-year-olds, also to .11 million,
though increases in core youth participation (up 5.3%) suggest this overall drop may be atributed
to less casual and occasional players taking to the court in 2015,

A significant opportunity exists, too, for the industry to convert a “latent demand” of millions of
Americans to tennis players, The 2016 PAC study indicates there are nearly 15 million people who
are interested in playing tennis and another 13 million who consider themselves tennis players, but
haven't played in the last year.

Equipment: Racquet unit shipments in the wholesale market fell 1% over the year, along
with a 4.6% decline in dollar shipments. Whalesale ball unit shipments, perhaps one of the most
predictive measurements for participation, grew in 2015 by 1.8%. Red, Orange, Green ball unit
shipments improved 1.3% compared to 2014, though dollar shipments fell 0.6%. String unit and
dollar shipments decreased 0.3% and 2 3%, respectively.

For specialty retailers, the dollar value of racquets sold in 2015 was down 1.5%, while unit seles
decreased 1.1%, with average price unchanged from 2014,

Pro Events: Sponsorship revenue for pro tour events in 2015 was up an estimated 3% in the US,
Attendance in 2015 increased by 2%, while soending amang spectators grew 3%, from $948 million
to an estimated S377 million,

Teaching Pros: Tennis pros reported an average revenue per private lesson decrease of 4%,
although average revenue per group lessons surged 17% over the year, 2015 also saw increases
in average price for both private and group lessons. 4% of teaching pros reparted an increase in
their on-court teaching business, down 2% from 2014. Pros anticipate a positive 2016, with 81%
forecasting an increase in usiness.

Court Construction: In 2015, business for court contractors saw positive gains, as 78% reported
increased business compared to 2014, Current perception of the industry remains significantly more
optimistic than in 2014, with a notable increase in those reparting the current state as either strong”
or " very strong” at 76%, compared to 44% in 2014, Gourt builders expect business to continue to
increase as more facilities budget for capital improvements. the lining/construction of 36- and 60-
foot courts continues ta present opportunities, and their work increases from the rise of short-court
alternative forms of tennis.

Challenges: Despite several areas of progress in 2015, challenges remain for this industry,
including a declining equipment market, changing consumer behavior, participation trends toward
casual play. continuing latent demand, cisruption from online retailers including Amazon. and an
aging player and teaching oro base. Nearly B0% of all core players are over age 35.

TENNIS INDUSTRY ASSOCIATION
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The Industry at a Glance (2015 data)

Total Tennis Economy..
Total Participation..
(Caucasian: 11.89M; Blac!

.$5.94 Billion
796 Million
Asian; 1.98M; Hispanic: 1.79M)

Core Tennis PIayers (10+ times a year) ..............cc.ne. .96 Million

Youth Tennis Participation
Ages 6-12..
Ages 13-17

Cardio Tennis

2.1 Million
1 Million
1.82 Million

Manufacturer Year-End Wholesale Shipments (units)

Tennis Racquets......
Tennis String
Tennis Balls ......

2.18 Million
3.15 Million
29.6 Million

Red, Orange, Green Balls ............c.uuummmraneerrns 3,61 Million

Focus on the Future

While there remain challenges in the marketplace, we are focused
more than ever on collaborative efforts to address these concems
and position the industry for future growth. Forefront is the goal
to increase youth participation, along with new opportunities to
target adults through short-gourt forms of tennis. New technology
including smart racquets and courts along with wearables make
this an exciting time for players and facilities. In addition, there is
an increased focus on bringing younger tennis providers infa this
industry through PTM programs and other initiatives. Also, efforts
continue to promote social group fitness, health and wellness
through programs such as Cardio Tennis and social communities
through sites such as PlayTennis.com. We will spatlight technology
partners that can provide valuable tools and resources to the
industry, The TIA continues to expand its research to manitor the
business of tennis and pinpoint areas of opportunity, along with
promoting global research to help position the sport for growth.



The Economy & Tennis

The U.S. tennis economy grew in 2015 to $5.94 hillion (index=108), spurred hy increases
in participation, facility & coach revenue, ad revenue, and pro tour sponsorship.

Total Tennis Economy T

$5.94 Billion
TIA Economic Index = 108 (2008=100)
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The TIA's annual economic index improved for 2015, with an index value of 108 (base year of 2008). Increases in total tennis players, pra tour
sponsorship, ad revenue, and facility & coach revenue helped offset losses in other index components such as player equipment. Since 2008, the averall
tennis economy has seen consumer spending flatten on larger discretionary purchases, such as racquets. Also, the replacement cycle of equipment has
lengthened and the used racquet market has grown through online channels.

Consumer Confidence, Dow Jones and TIA Tennis Economic Indices
CCl & TH (2007-2015 Annual Values)

Avg. CCI =~ Tennis Economic Index —— A DJI
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Growth Economy - Is It Translating to Average Americans?

From the end of 2014 ta the end of 2015, the U.S. economy grew by 2.4% (real GDP), according to the Bureau of Economic Analysis. 2015 alsa saw gains
continue in DJIA and NASDAQ stock indexes, with a slight decline in the S&P 500 index. These gains don't necessarily translate to growing wealth among
“average” U.S. househalds, though, as only 52% of adults were invested in the stock market, according to an April 2016 poll conducted by Gallup, down
from 62% in April 2008. Positively, unemployment figures declined 0.9% points in 2015 to 5.3% (BLS.gov). Personal disposable income {current dollars)
increased 3.8% in 2015 from 2014, according to the Bureau of Economic Analysis. Given that tennis and tennis goods and services are “discretionary
purchases,” personal disposable income is an econamic indicator to monitor closely when considering performance of the tennis industry, particularly in
the equipment, facility, and spectator spending categories. Passage of the PHIT Act, which would allow pretax dollars to he used for sports equipment
and participation, could help provide more personal income far tennis purchases.
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Total participation saw a slight bump of 0.3% in 2015. There is a “latent demand” of
14.75 million players, which the industry could potentially reach to convert to new players.

Millions of Players
3

300

200

100

Number of Players (millions)

U.S. Tennis Participation -
Physical Activity Council (PAC) Study (2003-2015)

1855 18.72

17 1768 1790 1796

1107

2009 2010 201 M2 2013 2014 2015

Total Play Occasions (Millions) - PAC Study

66
6.6 848 19 18
186 83.0 2.2
3563 3 3925 3565
2012 013 2014 2015
N +imes/year 4-20 tmes/year 1-3 times/year u ol

Tennis Players and Latent Demand - PAC Study

Latent Demand (number of non-players wha are interested in tennis)
Intermittent (consider themselves players)
Total Actwe Tennis Players

1318 M 1462 M
1202M 1326 M 1204 M 1280 M
1702 M 1768 M 1790M 17.96 M

a012 2013 2014 2015

Total Players Up Slightly in 2015

According to the 2016 Physical Activity Council (PAC) Participation
Study, total participation increased 0.3% to 17.96 million players, while
core players (10+ times/year) improved 0.5%, to 9.96 million. The TIA-
managed Cardia Tennis program saw substantial growth in 2015, up
nearly 13% to 1.8 million players, according to the PAC study.

Total Play Occasions Up 0.8%

In 2015, total play occasions improved to 446 million from 443 million
the previous year, Core tennis players, who account for 94% of all
play occasions, increased their play 1.1% compared to 2014, The sport
attracted more than 4.3 million new players last year; unfortunately, the
leaky bucket in tennis also saw another 4.24 million leaving the game.

Millions Still “Aspire” to Play Tennis

In 2015, more than 14.7 million non-players indicated they were
interested in playing tennis-up 1% from 2014 and up 22% since
2011, Additionally, another 13 million Americans “consider themselves”
tennis players, but didn’t play in the previous year. These two groups
of potential participants represent millions of unrealized dollars for the
industry. Providing introductory, short-court play and “welcome hack”
programs are crucial to converting this latent demand for tennis into
actual demand.

Tennis is No. 1 Among Traditional Sports

While participation saw only a slight increase for 2015, tennis has held
strong in the long-term relative to total participation in other traditional
sports, Over the past eight years, tennis remains the lone traditional
participation sport with a net increase (+6%) compared to other sports
showing overall declines.

About the PAC Study

The annual Physical Activity Council Study is the largest single-source
independent sports participation project in the nation and supported by seven
associations from the sports and recreation industries, including the SFIA,
IHRSA, NGF, Outdoar Industry, SIA and TIA. We have been reporting tennis
participation growth rates from PAC data since 2008.

Total Participation - 8 Year Change (2007-2015)

9% 0% 18% -10% 0% % % 10%
Tennis 6%
Soccer 8%
Volleyball -8%
Racquetball -8%
Basketball -10%
Fishing -14%
Baseball -15%
Golf -18%

Football -22%



. Tennis Participation - .cor'e Players

The number of “core” tennis players—who play 10 or more times a year—is 9.96 million,
up 0.5% in 2015. On average, core tennis players played 42 times in 2015.

Core Players—Key to Industry Growth

Core players are the cornerstone of the tennis industry. They account for 34% of all play
occasions and almost 90% of annual consumer expenditures on tennis, spending on equipment,
lessons, court time, apparel, etc. In 2015, the number of core players grew 0.5%, from 9.91
million to 9.96 million players. Building the core player base remains a key long-term focus for
the TIA and its industry partners.

Core Players More Affluent Than Average
In 2015, the annual household income of core players was $75,741, making them nearly 1.5
times as affluent as the average American, whose annual household income in 2014 was
$53,657 according to the U.S. Census Bureau,

418 Million Play Occasions in 2015

On average, core tennis players played 42 times in 2015, resulting in 418 million play
occasions. Since 2010, the average number of core-player play occasions has decreased 2%,
which particularly affects tennis clubs, facilities, and public parks that generate revenue from
court fees.

Challenge—An Aging Base of Core Players

In 2015, the percentage of adult core players in the 55+ age segment increased 0.5%, while core
players in the 18-to-24 segment rose 1.3%. Ensuring long-term sustainahility for tennis depends
on generating an increasing base of younger core and overall players.

Core Players Spent $774 Million on Gear in 2015

Core Players at a Glance
(PAC Study)

Total Number of Core Players
Male

female

Average Age (6+)

Average Age (18+)

Ethnicity

Median Househald Income
(adults)

Core Player Play
(ccasions

Average Times Played in
1015

Est. Annual Tennis
Expenditure/Player

9.96M
50%
50%
39
394

White - 65%
Black - 10%
Asian - 11%
Hispanic - 10%

75,741

418M

420

443

Core players spent $774 million on tennis equipment in 2015, ahout six times as much as all other players. Tennis shoes and apparel were the largest

expenditure categories among core players in 2015,

Adult Core Players (10+ times) - PAC Study

100%
9084 16.4% 17.8% 18.9% 19.4%
80% :
w 0% 19,08 185% 18.1%
55+
60% 45.54
J-0
40% 25-34
30% 205% 24% 23.1% 236% L
20%
0% 205% 21.0% 18.0% 195%
W%
012 20713 2014 bl

Player Equipment Spending - 2015

Core Players
(3.96M)
Tennis Racquets $150.364.080
Tenns Shaes S25212.118
Balls 590.111668
Strings 839401 4
Apparel $182254.136
Total $774,055,025

All Other Players
(8.00M)

366828480

$6.256.731

$6.751809

$561609

$40020018

56883443

$126,302,087



Tennis Participation - Adult Players

Insights from tennis consumer research continued to indicate time and
partner availahility as key factors influencing play frequency.

Why haven't you played tennis in the last two years”

0% 0% 0% 30% 40%
No One To Play With
o One To Play W
No Courts Nearby 1%
I'm Na Fit Enough
m Nat Fit Enoug 1%
Increased Family Commitments
Increased Wark Commitments
R - 18% 012
| Have An Injury .
Some Other Reason Not Listed
Change In Family Circumstances 10%
1]
i 2015
Prefe 3
refer Other Sparts "
I'm Too 0ld
m Too %
Paor Weath
nor Weather ”
Can't Afford It/Too E ;
an't Afford 1t/Too Expensive %
Tan Difficult &%
Decreased Vacation Time ”
Tennis Player Fitness vs. USA Population
Tennis Players US Population Index vs.USA
Paor 9.3% 308% 30
fverage 43 0% 43 4% 99
Good 47.1% 25.8% 185
Tenns Player Health vs. USA Population
Tennis Players US Population Index vs.USA
Paor 4.1% 14.1% kLS
Average 320% 42.1% 75
Good 63.3% 43.7% 148
Cardio Tennis Participation (1+ times) - PAC Study
200M 18
180M _ﬂ
! 3 162 M
160 M Y 154 M
140N 1348 129M
i 100
SV 08IM
0so M
060 M
040 M
020 M
000 M
2008 2008 0 20M 012 013 W14 2015

Factors Influencing Participation

In 2015, tennis players reported “more time” as the higgest factor in
increasing tennis play. In fact, that's reflected in the lower percentage
of consumers using “increased family commitments” and “increased
work commitments” as reasons for nat playing tennis, More access and
proximity to courts was another driver to more play, with better partners
and an improved financial situation also factors in getting players on the
court, while millennials tend to sample lots of sports.

“No one to play with” is still by far the main reason consumers haven't
played tennis in the last two years. Combined with data that shows that
millions of Americans “aspire” to play tennis, creating entry pathways
and game-matching situations can help reduce this barrier to play and
create more overall and care players for the spart. Anather factor that
can have a positive influence is the continuing development of smart
racquet and court technology, which can help create near-perfect
player matching.

Tennis and Health & Fitness

Tennis players report that they are more healthy and fit than average
Americans. PAC surveys indicate that nearly 48% of tennis players
report their fitness level to be “good,” compared to less than 26% of the
overall U.S. papulation that characterized their fitness as “good.” In terms
of overall health, more than 63% of tennis players say their health is
“good,” vs. 43.2% of Americans who indicate they are in “good” health,
Only 4.7% of tennis players reported being in poor health,

Cardio Tennis Participation Continues to Grow

Playing to Americans’ health and fitness preferences, Cardio Tennis, a
program that was created in 2005 by the USTA and TIA, continues to gain
players, growing to 1.82 million participants at the end of 2015, a nearly
13% increase from the year hefore,

Average Number of Sports by Age

Number of sports — Number of core sports
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' Tennis Participation - Rec Players

Overall USTA League, Team Tennis, and tournament play rose in 2015.
World TeamTennis recreational league participants increased.

League, Team Tennis Play and Tournament

Participation Increase in 2015 Total Players in USTA League, Tournament, and Team Tennis Programs

Overall participation in USTA Leagues, team tennis, and tournaments were League Player Registiations Tournament Player Regisirations
up in 2015 compared to 2014. Although unique player registrations dropped Team Tennis Player Registratons  -s=Total League Programs
slightly at 2% from last year, total league player registrations reached 1000 4000

nearly 905,000-an increase of 4% from 2014 (and 12% since 2012). Total

USTA league programs grew 3% to 3,365 over the year and up 21% over % 800 ) -
the previous four years. Tournament play was up marginally from 2014, £ ,/PXH 3000 @
with an increase in total and unique tournament player registrations of £ 500 23 =
0.3% and 0.2%, respectively. From 2012 to 2015, total tournament player & 2000 g
registrations are essentially flat with a 0.1% rise; however, unique player = 00 1500 2
registrations at tournaments have seen a 3% increase over this time,a = 1000
possible reflection of an aging base of core players steadily decreasing 200 i
their amount of competitive play. Team tennis player registrations, both
unique and total, impraved 2% in 2015 from 2014. Since 2007, unique L 201 0 o 05 f
team tennis player registration has grown nearly 17%.
Growth Continues at the Collegiate Intramural Level Number of Unique Player Participating in USTA League Programs,
The USTA's Tennis on Campus (TOC) program continued its solid growth Tournaments, and Team Tennis Programs
trend in 2015, with 695 U.S. colleges and universities offering club tennis - Unique League Players Registered ¢ Unique Tournament Players Registered
to 42,000 players—which is a 4% increase in the number of participating Unique Team Tennis Players Registered
colleges and universities as well as a 5% increase in total participants. 400
Since 2007, the number of colleges has increased 85% and the number 350
of students by 87%. 300

£ 240
WTT League Participation Increases in 2015 220
With consumers gravitating more toward sacial group fitness activities, Rk
Mylan Warld TeamTennis league player participation was up 1% in 2015 100
over the previous year, The number of national qualifier participants in 50
2015 grew nearly 5%. Long-term growth for WTT leagues has been strong, 0

up 51% since 2007, while the number of national qualifier participants is 008 2009 2010 201 012 W3 014 2004
up 76% over the same time period.

World TeamTennis League Participants & National Qualifier USTA Tennis on Campus Program Sites & Participants (2007-2015)
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Tennis Participation - Youth Players

Youth participation fell 1.1% among 6- to 12-year-olds in 2015 and 5.5% among
13- to 17-year-olds, though youth core participation was up over 5%.

] L Total Youth Tennis Participation Dips in 2015
Yaugh Tanhia Paticipation 2012-2015'- AL Study 2015 showed a decline in terms of participation from the Youth
w3017 2017 w2014 = 2015 Tennis demographic (under 18s) at 3.3%. 2.1 million players in
250 M each age group, 6-12 and 13-17, took to the courts-a decrease of
1.1% and 5.5%, respectively. However, core youth participation
200 M (those playing 10 or more times a year) grew 5.3% overall

1M
compared to 2014-5.7% among ages 6-12 and 5% among
150 M ages 13-17. Given the rise in core participation, less casual and
occasional youth players seem to be a factor in the general drop
1o in overall youth participation. New players among kids ages 6-12
dropped 4%, while new players among ages 13-17 increased 6%.

o Driving new youth players to the sport through USTA initiatives
‘ 028 M and industry-supported efforts is important as we look to ensure
H I the long-term sustainability of tennis.
A”glaf; g Piiyers y nglafg Neﬂ? ‘f’f ;S Tennis Participation Rates Increase As Kids Age
While other traditional sports, such as baseball, basketball, and
soccer, see declines in youth participation rates as kids age,
~ Participation Rates by Age-Under 18s tennis is one of the few sports to show a steady linear increase
300% in participation among players ages 6 to 17. Although there is a
small dip in participation rates in tennis as kids transition to their
26.0% teenage years, these rates pick back up and continue to increase
during a player's high school years, with a total participation
200% ; rate in the 17-year-old age group of 12%, which is greater than
T Sy - Hostua) or similar to sports such as baseball, soccer, tackle football
and volleyhall,

0.00 M

Basketball
Soccer (Outdoor)

—a— Volleyball (Cour , : -
100% g N Esafgalfﬂ(a;”m} “Dashhoard” Monitors NGB's Progress With Youth Tennis
/ \\\ Tennis To monitor and repart on the pragress of its Youth Tennis efforts,

5.0% ‘__,/-/ along with the efforts of other trade partners, the USTA created
‘ . a “Dashboard” that sets goals and tracks initiatives across key
00% performance indicators. Key numbers from the 2015 year-end

Dashboard include:
* An increase of 14% in the number of qualified registered

organizers and facilities on YouthTennis.com.
USTA 10U Dashboard * 23,002 unique participants in USTA JTT for 8s and 10s

150% R

Y of age group participating

6 7 8 9 10 11 12 13 14 1518 17

Calegory w3 w0 ‘ 215 (up 1% from 2014). o
el ST ——— *A 3% decrease in USTA tournament participation for 8s
ualified registered organizers/iaciities an o I
10andUnderTennis com 3038 3,706 48 and 10s. . '
‘ » The construction of funded 36- & G60-foot courts/lines fell by
Permanent 36" or B0 courts or lines 3761 2709 [aildd 21%, with 2,149 built in 2015, Cumulative courts, however,
- ‘ ) . grew to 18,161 in 2015, up 90% from 2012, To date, the USTA
Qut of Schoal Pragrams 383 2864 s has contributed more than $12 million in funding toward the
construction of 36- & 60-foot courts.
Number of Play Days & Play Events 5286 10598 | 8734
Unigue Participants in USTA Tournaments (8s and 10s) 17147 3 16810

Unique Participants in USTA JTT (8s and 10) 25,609 2109 | 2340



Equipment - Youth Players

Sales of Red, Orange and Green tennis balls grew slightly in 2015. But youth
racquet sales continued to decline along with the overall racquet market.

ROG Ball Growth Slows, Youth Racquet Decline Continues

As the industry's collective efforts ta grow Youth Tennis participation
reached its eighth year, manufacturers saw a slight increase in
wholesale shipments of Red, Orange and Green (ROG) tennis balls, but
as expected, the rate of growth is slowing, with the 2015 increase just
above 1%, roughly a quarter of 2014’s 4.2% improvement from the
previous year. The second quarter traditionally has the largest amounts
of ROG balls distributed by manufacturers into retail channels, as the
tennis season kicks into high gear across much of the country. From
2008 to 2015, the ROG ball market was up 399%, but as retailers,
facilities and teaching pros better understand their ROG needs and
longer replacement cycle, the rate of growth is expected to continue
to slow,

Youth tennis racquets saw a 9% decline in units shipped in 2015,
continuing to be one of the major challenges in the tennis industry.
From 2008 to 2015, wholesale youth racquet shipments fell 47%.
A primary factor continues to be declines in various distribution
channels—particularly mass retailers. Despite growth in ROG ball
shipments, youth racquet shipments could also be negatively affected
by less shelf space and visibility at mass-market channels. Other
factors may include parents who are less likely to spend on youth
racquets because they feel kids will quickly outgrow them or will use
“hand-me-down" frames, or the growth in the used racquet market.

Retailer Sentiment

Initial excitement from the retail segment for Youth Tennis and
modified youth equipment appears to have cooled off, according to
the 2015 TIA Dealer Trends Study. The percentage of pro/specialty
retailers who feel consumer interest in Youth Tennis equipment will
gain traction in the next 6 to 12 months fell to 26% in 2015, down
from 41% in 2014, About 51% of retailers say consumer interest will
only “stay the same” moving forward, with those reporting uncertainty
falling slightly to 10%.

Wholesale Red, Orange, Green Ball Shipment Units (2008-2015)
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Wholesale shipments of strings & racquets fell, while ball shipments rose slightly.
Low-end and youth racquets continued to decline at mass-merchant and chain stores.

Racquet Wholesale Unit Shipments by Price Point (2008-2015)

Mass-Merchant/Chain Store Declines a Concern

500 <825+ §25-34999  S50-59999 - S100+ Long-term declines in the wholesale racquet market continue. Total shipments
450 o from 2008 to 2015 have seen a drop of 33%, with mass merchants and
400 04T g2 chain stores as the distribution channels accounting for the largest declines.
£ 330 U.Sa 8?;% Trends in wholesale shipments hy price point show significant decreases
2 3m 049 : 026 | 033 . ; !
S 047 039 038 00 gy concentrated in lower end recreational and youth racquets.
£ 250 04 rosy 03 gy 03
= 100 : | AN gy 031 .
a0 46! o . : 037 Wholesale Equipment Index Flat
100 28 9y M8 9w @ 7 In 2012 the TIA introduced the Tennis Industry Equipment Index, designed
050 ; ! ' | : ta gauge the performance of the whalesale distribution of racquets, balls
: and strings. The 2015 index shows a slight decline in the wholesale industry
2008 82000 A8 02 guerall in both nominal and real dollars, This s due in part to the economic
recession that started in 2008, from which the tennis industry and many
Tennis Industry Equipment Index (2003-2015) other industries have yet to fully recover as consumers became accustomed
Nominal S & Real to leaner budgets and fewer discretionary dollars. Additionally, conditions in
o the global shipment environment impaired the wholesale market, including
125 4y i - a slowdown that continued into early 2015 at dozens of West Coast ports
120 . 114 116 iy 19 11513 receiving about 70% of US. imports from Asia,
100
W= 1@ R i . Racquet, Shipments Drop; Ball Units Increase Slightly
80 % % g g g Perhaps the biggest challenge in 2015 was the decline in racquet
distribution. Unit shipments were down 6% in 2015, with dollar shipments
f0 also falling 4.6% over the year. String unit shipments were at similar levels

Equipment Index summarizes the census data by adding the
wholesale value of racquets. strings, and balls.

Index reference year is 2003,

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 201

Racquets, Balls, and Strings
Wholesale Shipments - Millions of Units (2007-2015)

ta 2014, falling 0.3% in 2015. Ball shipments, a reliahle indicator of tennis
participation, was the single equipment category to have gains in both unit
(1.8%) and dollar (2%) shipments.

Racquet Purchase Frequency & Average Play Occasions Per Racquet

2007 | 2008 2009 | 2010 2011 | 2012|2013 2014 | 2016

Average play occasions per racguet 95 | 101 122 130 133 129 150 149 | 160

5 " Purchase frequency (years) 37139 :46|49(52 1 50|57(60]|64
” .,_,‘\\ 5 0 ; -
g ¢ o A . Wholesale Equipment Market at a Glance - Millions (2015)
%z ‘-\‘_4 a5 10 E
; 4 s ~% " ” A’:_’, Category Units % Change Dolfars % CGhange
= e z Units Dollars
w2 a ;,. " ﬁ
2 7 il 0 r: Racquats 218 -6.0% 93.08 -4 5%
b LU Youth Racquets 074 B0% 989 -5.1%
B 1 =
20 Strings 315 0.3% 23581 2.3%
0 Ralls' 196 18% 904 2.0%
2007 2008 2009 2010 2010 2012 2013 2014 2016
Red. Orange. Green , -
- Total Racquet Shioment Units Total String Shipment Unis E;Hs : 361 13% 47 08%

Total Ball Shipment Units

*One Unit = 1 Ball



Pro/specialty racquet sales for 2015 fell after a tough fourth quarter.
Brick-and-mortar shops remain concerned about competition from online retailers.

Pro/Specialty Racquet Sales Drop 1.1% in Units

Pro/specialty retailers saw a drop in racquet unit sales of 1.1% in 2015
compared to 2014, While each of the first three quarters improved year-
over-year to 2014, Q4 hit retailers with a 10% decline in unit sales,
bringing the year-to-date total below 2014 levels. This same pattern also
followed with dollar sales, falling 9% in Q4 for a 2015 total decrease of
1.5%. Timing, sell-in period, and previous West Coast port issues were
factors attributed to the fluctuation.

Shoes, Apparel Have Highest Percentage of Decreased Sales

The categories with the highest percentage of pro/specialty retailers
reporting decreased sales were shoes and apparel. Looking ahead to
2016, retailers seem less optimistic than last year, affected by the rise of
“athleisure.’ 17% expect a decrease in this category.

Unease Gontinues for Brick-and-Mortar Retailers

A continuous concern for brick-and-mortar pro/specialty stores is the
competition from online-only sources. In today’s retail environment where
consumers are always searching for the lowest price, remaining competitive
as a brick-and-mortar store has become increasingly challenging. 96% of
pro/specialty retailers list “competition from anline-only retailers” as one of
their top two concerns. Also of major concern is the apparent or perceived
lack of enforcement of minimum advertised price (MAP) policies, product life
cycle of tennis racquets, the number of racquet models manufacturers are
putting into their lines, and direct-ta-consumer sales from manufacturers.

Smart Racquet and Wearable Technology Continues to Grow
Technological innovation in tennis training aids and racquets (along
with “smart” court technology) continues to grow. Some racquets have
sensors built into them, while other companies offer sensors that attach
to racquets from different manufacturers. The sensors provide detailed
feedback (normally through an app) on a number of metrics (such as ball
and swing speed, spin, stroke frequency, and more), which coaches and
teaching professionals can use to more effectively and efficiently facilitate
instruction. The TIA will continue to monitor the growth and effect of
racquet sensors, wearables and smart courts in the industry landscape.

Pro/Specialty Retail Racquet Unit Sales - 2007-2015 (Thousands)
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Relevant Issues in the Tennis Specialty Retail Environment - 2015

Bottom 2 issues Somewhat of an issue Top 2 (important issug)

Competition fram online-only retailers

96%
Enfarcement of Minimum Advertised Prices (MAP)
4%  16% 81%
Product life cycle of tennis racquets
4% 21% 5%
Manufacturers have loo many racquet models
% 26% 13%
Direct-to-consumer sales from manufacturers
5% 20% 12%
Product life cycle of tenmis fontwear
5% 24% 1%
Better racquet awareness/education for players
5% 26% 69%
Showrooming ar “time-bandits - customers s-oppn; at traditiznal retaller betors masi-g final purc-ase anline
6% 26% 69%
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2015 was overall positive for tennis coaches/teaching pros, despite reporting slightly
lower on-court business vs. 2014. More than half of pros project an increase for 2016.

Change in On-Court Teaching Business:
Last 12 Months Compared to Previous 12 Months

Increase Stay the same Decrease

100%

W e g P 6 % 19K

80%
10%
60%
5%
40%
e
W 38% 3% 38%
10%

0%

36% 36%

Up of Tennis Instructors

4% 48% 47%

ES2010 (S 2010 2011 2012 2013 2014

Category 1§2010 20m 2012

Avg # of Private Lessans Taught/Week

Avg # of Group Lessons Taught/Week 123 124 139 19 159 166

Average Private Lesson Charge S0 S S

Average Group Lesson Charge 8 §9 80

Tennis Coaches—Projected Business:
Next 12 Months Compared to Previous 12 Months
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Tennis Teaching Professional Business - 2015

% Change
20142015

1.1%
44%
34%

36%

13%

36%

1%

Teaching Pros Rate Slightly Lower Business in 2015

The TIA annually surveys tennis teaching professionals to get
their general sentiment about the state of the tennis teaching
business. In 2015, 45% of coaches reported an increase in on-
court business-down from 47%. The 45% of coaches reporting
increased business, however, is still higher compared to the
5-year average from 2010 to 2014 (43%). Accordingly, those
reparting decreased business grew from 16% to 19%,

Average Number of Group, Private Lessons
Per Week Increase

Tennis coaches in 2015 averaged 12.3 private lessons per week,
up 1% from 2014, Reflecting trends toward more social play in
both tennis and general sports participation, coaches increased
their weekly average of group lessons by 5% over the past year
to nearly 17 per week. With modest increases in average price
per group and private lessons, overall pro revenue impraved from
2014 despite pros reporting slightly lower personal business.

1in 2 Pros Expect a Better 2016

In 2015, 51% of tennis teaching pros projected their 2016
husiness to increase, down slightly from the 2014 figure of
52%. While 13% of pros project decreased husiness in 2016
(up from 4% from last year), this can be attributed to changes
in the survey, as pros in 2014 were given a "not sure” option—
which was removed for 2015. Programs such as Youth Tennis,
Cardio Tennis, etc. have been providing teaching pros with ample
opportunity to reach more players and get them on the court for
private lessons, group lessons and clinics.




Revenue per court, average number of courts, and Youth Tennis programming improved
in 2015. Facilities used existing assets to accommodate short-court forms of tennis.

Key Facility Indicators Show Positive Movement

Revenue per court, perhaps one of the most discussed performance
indicators in the tennis facility business, increased by nearly $5,000 per
court on average across the industry. This increase correlates positively
with several other measures highlighted in this report. Gains (though
nominal) in total and core players, teaching pro revenue, and a $5
increase in average peak time court fees are primary contributors to
this improvement in revenue per court.

For tennis facilities, group lessons/clinics and social play will be a
significant factor in creating future business. Facilities rated increased
graup lessons/clinics and increased social play as the top two drivers of
increased court usage, according to the 2015 Facility Assessment Report.

Tennis Facility Memberships Mixed

44% of tennis facilities reported an increase in tennis-specific
memberships in 2015, up fram 41% in 2013, However, the percentage
of facilities indicating a decrease in tennis membership also grew
1% over the year, while those stating unchanged levels in tennis
membership decreased by 15%. Facility membership retention overall
is similar to 2009 levels. In 2015, an option for fitness memberships
was added for a broader look at facility membership trends.

Shorter Courts for Non-Tennis Racquet Sports

The racquet sports landscape is seeing a rise in participation for a
number of activities distinguished as smaller variations of tennis.
With smaller courts, these sports are being played by both tennis and
non-tennis players who, often due to health or injury, are unable to
participate in the traditional game.

With this surge in interest, facilities are responding-60% of court
contractors say they've constructed or re-surfaced existing shorter
courts in 2015. More importantly, 65% stated they replaced or resurfaced
existing 78-foot tennis courts with shorter non-tennis racquet sports
courts. To further suppart rising facility revenues, owners and managers
are utilizing existing assets to include other formats of racquet sports.

Percent of Facilities With Online Registration

2009 2%

20M 42%

M3 445

2015 63%

2015 Tennis Facility
Performance 2005 2007 2003 201 2013 2015
Indicators

Revenue Per Court $26860 §27462 $31823 829842 $33462 $38232
Profit/Loss Ratio 6% 8% 3% 8% 6% %
Average Peak Time Court

Firi N 523 $25 s sa7 832

Average Number of Courts 86 85 92 101 102 107

Hours per week scheduled for

10 and Under pragramming 78 02 . 137

Changes in Facility Membership (For Facilities with Members)
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Court construction surged in 2015. Nearly 80% of court huilders expect husiness
to increase in 2016, the highest level since the survey’s inception.

Court Builder Confidence in Industry Continues to Grow

Contractars are asked to rate the current state of the court
construction industry on the TIA Pulse Contractors Survey. In

Gurrent State of the Tennis Gourt Gonstruction Business
1 Very weak 92 Weak 93 Average 4 .Strong 5. Very strong @ Mean
2

o g EEN el Yo w50 2015, the average rating jumped to 3.9 from 3.5 in 2014 as
0% _ 45 the overall economy continues to recover from the recession,
B0% : 4y i more players take to the courts, and alternative tennis activities
£ 3.00 N become more prolific. Court builders have an opportunity to
S g 35 take advantage of facility spending for capital improvements
; 50% B3% 30 ;2 such as resurfacing, relining, new construction, and addition
S o . of 36~ and 60-foot lines and courts. With respect to Youth
2 i 25 Tennis, 74% of court contractors who are members of the
= 20 American Sports Builders Association (ASBA) installed Youth
D ; , Tennis lines on existing courts in 201, down from 85% in 2014,
10 g T % e % 65% replaced or resurfaced courts to create pickleball courts
i Wor  Caps 6k 10 (see page 13).
[S2010 (S2000 2011 2012 A3 014 08
2015 Compares Favorably to 2014,
How did your last 12 month business Ahead of 5-Year Average
U0 thak ol thuptavis 12 Mt} 78% of court contractors reported increased business in 2015,
= [norease Stay the same Decrease compared to 65% in 2014, while 8% reported decreased
100, 10% 9 8% business in 2015, vs. 9% in 2014. Compared to averages over
0% 20 W the past five years, 2015 was significantly better—the average of
0% % 9694 0% i “increased business” from 2010-2014 is 47%, and the average
M 60% 290 for “decreased business” is 28%.
60% 43%
50 1% Court Contractors Have High Expectations for 2016
0% Loaking to 2016, 79% of court huilders are expecting husiness
30l 900 64% 5106 78% to increase, the highest level of optimism reported since the
90 400 survey's inception. About 4% are expecting business to remain
A ), the same, and 11% are projecting decreased business. Those
o forecasting business to remain at similar levels to the year
S0 LS00 W1 W2 3 A4 s before declined from 32% to 4%

Tennis Court Contractors: How is your projected husiness for the next 12 months
compared to the previous 12 months?
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Although hours of TV coverage dipped in 2015, TV viewership increased. Total Grand Slam
prize money increased slightly; the US Open was the most watched in 4 years.

Tennis TV Viewership Up Despite Slight Drop in Hours
Despite a slight 1% decline in hours of TV match coverage . ‘ : ;
fram 2014, total hours have grown by 81% since 2009, and 2009 | om0 | oaomt 012 | s | 04
2015 was still a banner year for tennis viewership. Tennis ' | '
Channel reported a 24% increase in ratings. To enhance Total Hours 3700 | 4483 5061 5910 6042 6787 6710
our gauge of media coverage, in 2014 we started to utilize
tennis advertising “viewing impressions” as a primary
measurement for TV coverage. (A viewing impression is

Total Hours of TV Coverage (2009-2014)

Tennis Advertising Viewing Impressions (2010-2015)

ane person watching for a quarter-hour-which is used as : W msm L ol Wi s
an important measure for ad delivery to viewers.) For 201, 38 4, 316 335 325
viewing impressions rose by 15% to 3.36 billion. £ 253 — ] . ¢

e
US Open Attendance & Viewers/Tour Data 2 15

E

2015 US Open attendance totaled at 691,000, down 4%
from 2014. According to ESPN, overall TV viewership of 0

201 2012 203 2014 2015 -

the tournament increased 40% compared to 2014-the
most-watched Open in the past four years. The 2015 US
Open was broadcast in 200 countries and official US Open US Open Attendance: 2007-2015
digital properties generated more than 64 million visits, 800
an increase of 10% over 2014. (In 2015, the US Open w o wo g MMy
transitioned from network TV to exclusive coverage on & s
ESPN in an 11-year $770 million deal) The USTA hopesto 2 500
increase the reach of the US Open with its renovations o~ 3 "0
the USTA Billie Jean King National Tennis Center, including g 0
the addition of a roof over Arthur Ashe Stadium. = ggg
TV viewership of ATP World Tour events increased from : 07 08 009 0 01 01 013 e 200
884 million in 2014 to over 300 million in 2015, with a
record 4.5 million fans attending ATP events. The WTA p US Open Prize Money Progression (2007-2015)
saw its overall broadcast viewership increase by 25% and i
digital viewership by 44% in 2015 vs, 2014, as interest in 3
women's tennis continues to grow. I -
s 5 214 g
Prize Money Up Slightly from 2014 E W o
=1 '

In 2015, the four Grand Slams yielded $144.7 million in
total prize money, a 1% increase over 2014, The US Open
offered the highest purse valued at approximately $42.3 | B B
million, an increase of nearly 11% from 2014-with an 007 2008 2009 000 2011 2012
expected increase to $50 million by 2017, Fluctuations in

currency exchange rates may be a factor in decreases in Grand Slam Prize Money - US Dollars (Millions)

[l

French Open and Wimbledon purses in 2015, Sponsorshi -

revenue i?nproved by an estimgted 3%, ' ' e e iz e a 4t IB;::;:A "?fE :]I!Iaiuugﬁ
Australian Open § 48 § %9 S 80 5 97 § 30 4.5% 26.1%
French Open § 84§ 281§ 283 3 P8 s M9 | -88% 21.8%
Wimbledon § 25 0§ M5 s 30 0§ 44 5 415 | -21% 84.4%
US Dpen § 248 § 261§ 336 § 3B/3 5 423 | 106% 70.6%
Total S G55 1S 0968 1244 8 1431 5 14470 11% 516%
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About the TIA

The Tennis Industry Association is the not-for-profit trade association for tennis formerly known as the American Tennis Industry Federation. The TIA traces
its history to 1974 as an affiliated organization within the Sporting Goods Manufacturers Association. In 1993, the ATIF was renamed the Tennis Industry
Assaciation. Today, the TIA works closely with the USTA, industry partners and various sectors of our sport, focusing on common goals to help unify the
industry and promate the growth of tennis and the tennis economy. As the No, 1 source for tennis research, the TIA is dedicated to educating the marketplace
and providing market intelligence to the industry. The TIA invests 100% of its resources back into supporting tennis growth, providing research, technology
and tools for the industry and supporting grow-the-game activities with the USTA and industry partners. The TIA also facuses on positive communications
and positioning of the sport, promoting the benefits of tennis and the economic vitality of the industry.
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The Tennis Industry Association is the not-for-profit trade association promoting the growth and economic vitality of tennis

About this Report: The State of the Industry is published annually and is an analysis of the more than 70+ reports conducted each year by the Tennis Industry Association.
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