Financial Information by Segment and Geographic Location

Information on business segments and geographic areas in which we operated for the years ended
December 31, 2008, 2007 and 2006 is contained in Note 18 to the Consolidated Financial Statements
included in this report.

Musical Instrument Industry

We operate two reportable segments within the musical instrument industry: pianos and band &
orchestral instruments. We have classified the results of our online music division into our piano
segment as we believe its results are not material and its products and customer base are most
correlated with piano operations.

Pianos — The overall piano market is comprised of two main categories: grand pianos and upright
pianos. Steinway & Sons pianos compete in the high-end segment of the market, whereas our Boston
and Essex lines compete in the mid-priced segment of the piano market.

For several years, increases in piano imports from Asia contributed to an increase in grand piano
unit sales in the United States, the world’s largest grand piano market. During the last three years,
Asian imports declined sharply as did grand piano sales in the United States. Since Steinway realizes
the majority of its profit from high-end grand piano sales, our results are generally more affected by
economic cycles, demographics, and the public’s continued interest in music than by industry trends.
For the last three years, the piano market in China was growing at a rapid pace and is now the second
largest piano market for the Family of Steinway-Designed Pianos outside the United States. We continue
to target this region in our distribution strategies.

Band & Orchestral Instruments — Historically, demand for band & orchestral instruments in the
domestic market has been more significantly impacted by factors such as demographic trends than by
macroeconomic cycles. However, the recent financial crisis has impaired the ability of some dealers to
obtain the credit necessary to purchase inventory.

Studies have emphasized the importance of music education in a child’s development and many
school band directors are promoting band programs as social organizations rather than the first step of
intensive music study. We expect this emphasis on music education and steady demographic trends to
contribute to a relatively stable domestic market in the long term.

In recent years, there has been an increase in units imported into the domestic market from
offshore low-cost producers. This has created a highly price sensitive domestic market where
manufacturers have implemented aggressive pricing programs in an attempt to maintain market share
positions. To remain competitive in this market, we import some student woodwind and brass
instruments, primarily entry-level, made to our specifications. The impact of lower priced imported
instruments has also led to consolidation within the industry, leaving Conn-Selmer, Yamaha and Jupiter
as the top three remaining full line competitors.

Business and Products

Piano Segment

The Family of Steinway-Designed Pianos is a comprehensive offering of the world’s finest pianos at
three distinct price points to suit every buyer looking to purchase a fine quality piano. The family is
comprised of our three brands: Steinway & Sons, Boston and Essex.

Steinway & Sons grand pianos, handcrafted in New York and Germany, are considered to be the
highest quality pianos in the world and have one of the most widely recognized and prestigious brand





