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  Based on estimated nine-month
sales, MMI is projecting that 2012 will
be a collectively down year for the six
largest US-traded EMS providers.

  MMI estimates that the group’s
combined sales for the first nine
months of 2012 will total $44.5 bil-
lion, down 8.3% from the year-ago
period (Table 1, p. 2). It would take a
spectacular showing in the fourth quar-
ter to wipe out this decline and bring
the group’s full-year revenue into
growth territory. Given a nine-month
estimate of $44.5 billion, MMI calcu-
lates that a growth year would require
the group’s Q4 sales to increase by
more than 36.3% sequentially, a pre-
posterous result especially in the cur-
rent economic environment.

  By how much will the group’s com-
bined sales fall in 2012? Companies
have yet to issue guidance for the
fourth quarter so it is premature to try
to come up with a revenue estimate for
the year. However, one can still look at
two scenarios that would not be be-
yond the realm of possibility. Scenario
one: the group’s Q4 sales are flat ver-
sus the Q3 estimate of $14.79 billion
(Table 1). Math says the group’s 2012
sales would then be down 8.3% from
last year. In a more optimistic scenario
two, there would be a seasonal uptick
from in Q4 versus Q3. If you assume a
sequential upturn of 9.2% such that Q4
2012 sales equal the Q4 2011 level of
$16.15 billion, then 2012 sales would
fall by 6.2%. You get the idea: the

Off Year Projected for US-Traded Group
2012 decline is likely to be more than
a few percentage points unless Q4
winds up being exceptionally strong
for the group.

  For the first nine months of 2012,
sales are projected to grow for three of
US-traded providers and drop for the
other three (Table 1). Unfortunately,
the estimated revenue declines will
outweigh the increases, leaving total
sales $4.0 billion below the year-earli-
er figure. Much of this overall drop
can be attributed to Flextronics,
whose sales are estimated to fall by
$3.84 billion, or 17.2%. MMI expects
both Celestica and Sanmina-SCI to
show nine-month declines as well. On
the plus side, Benchmark Electronics
is projected as the nine-month growth
leader with an estimated increase of
8.2%, followed by Plexus at 7.3% and
Jabil at 2.2%.

  MMI estimates that third-quarter
sales for the group of six providers
will add up to $14.79 billion, essen-
tially even with the prior quarter’s to-

tal of $14.77 billion but down 12.7%
year over year. On a sequential basis,
Flextronics and Sanmina-SCI will see
their Q3 sales increase, while the other
four will experience sales declines
ranging from slight to modest, accord-
ing to MMI’s estimates (Table 1).
Compared with a year earlier, only
Benchmark and Plexus will grow their
Q3 sales, if MMI’s projections hold
true, with Plexus the sole provider
sporting a double-digit increase. Of the
four providers with projected year-
over-year declines, Flextronics will
endure the greatest drop by far
(-23.9%), based on MMI’s estimates.
As such, Flextronics is expected to be
the prime mover in the double-digit
year-over-year decrease that is project-
ed for the group’s Q3 sales.

  Q3 revenue for each provider was
estimated by selecting the midpoint of
its Q3 sales guidance. Note that in
Jabil’s case, Q3 data corresponds to
the quarter ending August 2012.

  Sanmina-SCI is the only provider
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whose Q3 guidance suggests that its
adjusted EPS will improve from the
prior quarter. Sequential growth at the
midpoint of the company’s guidance
would be 35%. At Benchmark and
Plexus, Q3 guidance implies that their
adjusted EPS will be equal to or less
than what they reported for Q2. At the
midpoint of guidance, adjusted Q3
EPS would be down 8% sequentially
for Benchmark and 5% for Plexus. No
such conclusions can be drawn from
the guidance of the other three compa-
nies. Still, at the midpoint of their

guidance, adjusted EPS would be un-
changed from the prior quarter for
Flextronics and sequentially down 6%
and 9% for Jabil and Celestica respec-
tively (Table 1).

  On a year-over-year basis, only
Plexus’ guidance calls for growth of
adjusted Q3 EPS, and at the midpoint
of the provider’s guidance EPS would
be up 21%. This percentage gain
would easily outpace the provider’s
estimated sales growth of 12.4%.
Benchmark, Celestica and Sanmina-
SCI all expect their adjusted Q3 EPS

to fall from the year-ago period, based
on their Q3 outlook. At the guidance
midpoint, adjusted EPS would drop
13%, 23% and 26% year over year for
Benchmark, Celestica and Sanmina-
SCI respectively. Flextronics’ and
Jabil’s guidance does not indicate
which direction adjusted EPS will go.
But at the guidance midpoint, adjusted
EPS would rise 5% year over year at
Flextronics despite an estimated
23.9% drop in its sales. At the mid-
point, Jabil’s adjusted EPS would de-
cline 3% from a year earlier (Table 1).

Another Down
Quarter for
US-Traded Group

  For the third straight quarter, com-
bined Q2 sales of the six largest US-
traded EMS providers fell sequentially
and year over year. Group sales totaled
$14.77 billion, down 1.1% from the
prior quarter and 9.8% from the year-
earlier period. Global economic woes
and the troubles of RIM, a major EMS
customer, delivered a one-two punch
to group revenue in Q2.

  These sales declines were slightly
worse than MMI’s estimates, which
called for a sequential drop of 0.8%
and a year-over-year decrease of 9.6%
(May, p. 5). Group sales for Q2 were

Results $47 million below what MMI project-
ed. MMI based its estimates on the
midpoint of each company’s sales
guidance for Q2.

  One provider, Flextronics, was
responsible for the group’s sequential
sales decline. As the largest provider
in the group, Flextronics posted a
6.2% drop that outweighed the sequen-
tial increases of the other five provid-
ers. Also, Flextronics, which recorded
a sales decrease of 20.2% year over
year, was the main drag on the group’s
9.8% slide from a year earlier. Three
providers managed to achieve year-
over-year increases, which ranged
from 0.5% to 8.9%, the high belonging
to Plexus (Table 1A, p. 3).

  For the first half of 2012, group
sales amounted to $29.71 billion,
down 5.9% from the same period last
year. Half of the group reported reve-
nue gains, led by Benchmark Elec-

tronics at 8.9%; the other half had
revenue declines ranging from 5.3% to
13.5%, which more than offset the
gains (Table 1A).

  Five out of six providers follow
GAAP accounting rules, while the
sixth, Celestica, has switched to IFRS
reporting. For the five GAAP compa-
nies, GAAP gross margin in Q2 was a
combined 6.9%, up 20 basis points
sequentially and 40 basis points year
over year. Three out of five GAAP
providers raised their gross margins
from both the prior quarter and the
year-earlier period (Table 1A).

  Together, the five companies pro-
duced a GAAP operating margin of
3.0%, up 10 basis points sequentially
and year over year. As usual, Plexus
turned in the highest operating margin
at 4.5%. Three GAAP providers –
Benchmark, Jabil and Sanmina-SCI –
improved their margins from the prior
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quarter, while margins remained un-
changed at the other two. On a year-
over-year basis, margins rose at
Benchmark, Flextronics and Jabil.

  GAAP net income for the five pro-
viders totaled $284.8 million, down
3.6% sequentially, but except for Flex-
tronics all were able to increase their
net income from the prior quarter. On
a year-over year basis, combined net
income for the five inched down 0.5%,
with only Plexus showing a significant
gain. Q2 net margin for the GAAP re-
porting companies was 2.2%, un-
changed from the prior quarter and up
20 basis points from a year earlier.

  For the first half of 2012, combined
GAAP net income for the five compa-
nies increased from the year-earlier
period despite a decline in sales. Col-
lective net income rose 9.9%, while
sales fell 6.0%.

Q2 summaries for two providers

  Last month’s issue covered quarter-
ly results for four out of the six largest
US-traded providers. Results for the
remaining two companies are briefly
summarized below.

  Benchmark Electronics. Q2 reve-
nue of $630 million rose 6% sequen-
tially and 8% year over year. Revenue
topped guidance of $595 million to
$625 million. Non-GAAP EPS of
$0.32 also exceeded the company’s
forecast of $0.26 to $0.30, as the EPS
result increased 28% over both the

prior quarter and the year-earlier peri-
od. GAAP net income amounted to
$13.6 million, up from $5.6 million in
Q1 but down from $14.7 million in Q2
2011. Included in Q2 2012 results
were Thailand flood-related charges of
$4.7 million.

  Non-GAAP operating margin came
in at 3.7%, up 70 basis points sequen-
tially and 120 basis points year over
year. The sequential gain resulted from
increased sales, continued recovery in
Thailand and a focus on operations.
Benchmark continues to work toward
achieving its margin target of 4% by
the end of the year. Reaching that goal
will depend on the revenue level and
mix.

  The company was pleased with its
Q2 execution in a weakening environ-
ment.

  Business was up sequentially in
four out of five industry sectors. Medi-
cal sales increased 16%, primarily
driven by new programs ramping for
several customers. In test and instru-
mentation, revenue rose 10%, while in
telecom, sales showed an 8% gain,
primarily associated with new program
ramps and increased output in Thai-
land. Computing business grew 7%,
again bolstered by new program
ramps. But in industrial controls, reve-
nue was essentially flat versus the pri-
or quarter.

  Cash flow from operations totaled
$41 million in Q2. Inventory turns im-

proved to six times from 5.5 in the first
quarter.

  During the quarter, the provider
landed 37 new programs, including 12
engineering projects, representing an
annual run rate of $155 million to
$177 million at volume.

  Reflecting a prudent level of cau-
tion, the company’s Q3 guidance calls
for sales of $595 million to $625 mil-
lion and non-GAAP EPS of $0.27 to
$0.32 (see also the article on p. 1-2).
On a sequential basis, Benchmark ex-
pects that only test and instrumentation
will be down significantly in Q3, and
that most of the other segments will be
flattish. Without giving guidance for
Q4, the company said it would be
highly unusual not to show strength in
Q4 over Q3.

  Celestica. The provider reported
Q2 sales of $1.74 billion, just below
the high end of guidance of $1.65 bil-
lion to $1.75 billion. Sales grew 3%
sequentially but dropped 5% year over
year. IFRS net earnings amounted to
$23.6 million, down from $43.2 mil-
lion in the prior quarter and $45.7 mil-
lion a year earlier. The year-over-year
drop in IFRS earnings mainly stemmed
from higher restructuring charges and
lower volumes. Adjusted EPS of $0.22
came in slightly lower than the mid-
point of guidance and included a $0.02
per share impact from higher than ex-
pected taxes. Adjusted EPS fell 12%
sequentially and 19% year over year.
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Non-IFRS operating margin of 3.3%
was down 10 basis points sequentially
and 40 basis points year over year.

  Sequential growth took place in all
end markets except consumer. Con-
sumer business declined 6% sequen-
tially and fell 17% year over year,
primarily due to weaker demand. Sales
from the company’s diversified end
markets rose 1% sequentially, while
the year-over-year gain was 39%, part-
ly driven by new program wins, which
accounted for about one third of the
increase, with the balance coming
from the 2011 acquisition of Brooks
Automation’s contract manufacturing
division. Diversified end markets rep-
resented 19% of total revenue, un-
changed from Q1 but up from 13% for
the same period last year. Communica-
tions revenue, which accounted for
32% of the total, rose 3% sequentially.
Compared with the year-ago period,
communications revenue dropped

11%, as Celestica experienced demand
declines across a number of customers.
The server segment grew 10% sequen-
tially, driven by two major customers,
but segment revenue decreased 11%
year over year. Storage business
climbed 20% sequentially due to
strong demand across a number of cus-
tomers and went up 4% year over year
mainly from strong demand from a
major customer.

  The company recorded restructur-
ing charges of $20.1 million, primarily
related to the wind down of its manu-
facturing services for RIM (June, p.
7). For Q2, RIM represented 17% of
total revenue, and Celestica expects
the RIM portion drop to about 10% for
Q3. The provider plans to be largely
done with manufacturing for RIM by
the end of Q3. Due to the significance
of RIM as a customer and in order to
improve margin performance, Celesti-
ca will take additional restructuring

actions in 2012 to reduce its overall
cost structure. By the end of 2012, the
company expects to record total re-
structuring charges of between $40
million and $50 million, including an
estimated $35 million announced earli-
er in connection with RIM. As a result
of this wind down and the challenging
demand outlook, Celestica anticipates
that revenue growth for 2012 will be
negative.

  For Q3, the company expects reve-
nue of $1.6 billion to $1.7 billion and
adjusted EPS of $0.17 to $0.23. Celes-
tica is projecting sequential growth of
its non-RIM business, driven by
strength in its diversified end markets
and its communications segment. At
the midpoint of guidance, non-IFRS
operating margin would be about
3.0%. While the company expects a
Q4 margin of 2.5% to 3.0%, it plans to
achieve its 3.5% to 4.0% margin target
in the second half of 2013.

  Thanks to high growth at two com-
panies, combined Q2 sales for seven
mid-tier and smaller EMS providers
based in North America grew at a sur-
prising double-digit rate from the year-
ago quarter.

  On an adjusted basis, Q2 sales for
this group rose 10.4% year over year.
This rate is 20.2 percentage points
higher than the collective sales decline
of the six largest US-traded providers
(see the article on p. 2-3). Apparently,
there are pockets of growth in the
EMS industry despite the global eco-
nomic malaise.

  Q2 revenue for the seven mid-tier
and smaller providers totaled $586
million, which was up 1.8% sequen-
tially. By contrast, their large US-trad-
ed competitors were unable to achieve
sequential growth in the aggregate as
their sales declined 1.1% overall.

  Key Tronic and SMTC were re-
sponsible for the North American
group’s double-digit increase, as ad-

North American Group Surprises
justed, from a year earlier. Q2 sales
went up 46% year over year at Key
Tronic and 54% at SMTC. These re-
sults stood apart from the rest of the
group, where sales growth ranged from
an adjusted -3.5% for Ducommun La-
Barge Technologies to 4.0% for IEC
Electronics.

  Without MMI’s adjustment, DLT
recorded a Q2 sales increase of 243%
year over year, which included reve-
nue from its June 2011 acquisition of
LaBarge in Q2 2012 sales but did not
include LaBarge’s sales prior to the
acquisition date in Q2 2011 sales. Lat-
er on, this article explains how DLT’s
Q2 2011 sales were adjusted to reflect
LaBarge’s revenue prior to the acqui-
sition. Table 1B on p. 5 shows GAAP
results for all seven EMS providers,
while Table 2B on p. 5 presents ad-
justed sales growth for DLT and the
group of seven as a whole. MMI be-
lieves that adjusted sales growth is a
more realistic measure of this group’s

performance.
  Four out of seven providers raised

their Q2 sales from the prior quarter,
as the revenue gains outweighed the
sales declines. CTS Electronics Man-
ufacturing Solutions took top honors
with a sequential increase of 9.8%
(Table 1B).

  For the first six months, the seven
providers together generated sales of
$1.16 billion, up by an adjusted 5.3 %
year over year (Table 2B). Again, re-
sults from both Key Tronic and SMTC
stood out as both companies posted
first-half growth of 40% or better. On
an adjusted basis, only one other pro-
vider, IEC, succeeded in growing its
first-half revenue.

  The group of seven mid-tier and
smaller providers consists of four
companies in the EMS industry, all
publicly traded, and three EMS units
within larger publicly held corpora-
tions. Together, the four stand-alone
providers produced a Q2 gross margin
of 11.5%, down 20 basis points se-
quentially but up 50 basis points year
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over year. Two of these providers, IEC
and Nortech, turned in double-digit
margins led by IEC at 20.6%.

  Collectively, the four stand-alone
providers achieved a Q2 operating
margin of 5.4%, unchanged from the
prior quarter but up 310 basis points
from the year-earlier period. All three
EMS units improved their operating
margins both sequentially and year
over year (Table 1B).

  First-half net income for the four
stand-alone providers totaled $17.5
million, or 3.7% of sales, compared

with $5.9 million in the year-ago period.

A look at each provider

  CTS Electronics Manufacturing
Solutions. CTS’s EMS unit generated
Q2 sales of $77.5 million, which fell
2% year over year mainly because of
the impact from the Thailand floods,
partially offset by new customer pro-
gram ramps. Sales declines in the de-
fense and aerospace, communications
and computer markets outweighed in-
creases in the industrial and medical
markets. Segment operating earnings

of $6.1 million before corporate and
shared services charges increased by
$3.8 million from the year-earlier peri-
od, primarily due to the timing of
flood insurance recoveries in excess of
costs incurred.

  On a sequential basis, Q2 sales rose
10%, as demand increased primarily in
the communications, industrial and
medical markets, partially offset by
lower sales in the defense and aero-
space market. Segment operating earn-
ings before corporate and shared
service charges increased by $5.6 mil-
lion from Q1, mainly as the result of
the timing of flood insurance recover-
ies and higher sales.

  CTS’s EMS facility in Thailand,
which had been out of service since
the October 2011 flood, is now fully
operational, and substantially all pro-
duction has been transferred back to
Thailand from California.

  Ducommun LaBarge Technolo-
gies. Ducommun’s DLT segment re-
ported Q2 sales of $107.8 million,
which included $80.3 million from the
June 2011 acquisition of LaBarge. In
comparison, sales for Q2 2011 were
$31.5 million. However, on Form 10-Q
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Ducommun listed pro forma Q2 2011
sales as if the LaBarge acquisition had
occurred as of Jan. 1, 2010. Subtract-
ing Ducommun’s actual Q2 2011 sales
of $108.0 million from pro forma Q2
2011 sales of $188.3 million yields
LaBarge’s sales of $80.2 million that
were not included in DLT’s Q2 2011
(figures are rounded off). Therefore, if
one adds LaBarge’s sales of $80.2 mil-
lion not included in the year-ago quar-
ter to DLT’s Q2 2011 sales of $31.5
million, the sum of $111.7 million rep-
resents the combination of LaBarge
and DLT for DLT’s Q2 2011 (which
ended July 2, 2011). With this adjust-
ment to account for the combined sales
of LaBarge and DLT in Q2 2011,
DLT’s Q2 2012 sales would show a
year-over-year decline of 3.5% (Table
2B, p. 5).

  DLT’s operating income for Q2,
which did not include corporate gener-
al and administrative expenses,
amounted to $10.5 million, or 9.7% of
revenue, compared with operating in-
come of $8.3 million, or 7.5% of reve-
nue, for the prior quarter, and $2.7
million, or 8.6% of sales, for the year-
ago period. Adjusted EBITDA for Q2
was 12.8% of sales versus 12.0% in
Q1 and 14.8% a year earlier.

  IEC Electronics. For its fiscal Q3
ended June 29, sales of $36.0 million
grew 4% year over year, while net in-
come of $2.2 million increased 65%
over the same interval. Gross profit
margin in the quarter came in at
20.6%, up from 17.8% in the year-ago
quarter, while operating margin im-
proved to 9.8% compared with 7.6% a
year earlier. The company noted that
this is the second quarter in a row in
which the company achieved financial
results well above its historical met-
rics. During the quarter, cost contain-
ment and product mix were important
drivers of higher margins. EBITDA
amounted to $4.8 million, up 39% year
over year.

  Still, the quarter was not what the
company envisioned in either sales or

debt reduction. IEC experienced some
softness in its industrial and medical
sectors, and on July 31 those sectors
appeared to be back on track. The
company believes its debt can be re-
duced to about $26 million by the end
of September. At end of fiscal Q3,
short- and long-term debt totaled
$30.5 million.

  IEC expects its businesses to grow
at rates between 9% and 14%. The
company said now is the time to take
some larger steps toward growing the
company through acquisitions or by
starting new businesses.

  Key Tronic. For its fiscal Q4 end-
ed June 30, revenue totaled $96.7 mil-
lion, up 1% sequentially and 46% year
over year. Net income for the June
quarter was $3.8 million, or $0.35 per
share, up 148% from $1.5 million, or
$0.15 per share, for the same period
last year. Compared with the prior
quarter, net income gained 12%.

  Gross margin equaled 9.6%, up 50
basis points sequentially and 200 basis
points year over year, while operating
margin was 5.4%, up 50 basis points
sequentially and 290 basis points year
over year.

  For the September quarter, the
company expects revenue of $94 mil-
lion to $99 million and EPS of $0.32
to $0.39.

  At the end of the June quarter, Key
Tronic was generating revenue from
165 programs and had 48 customers,
up from 119 programs and 33 custom-
ers a year earlier.

  Kimball Electronics Group. For
fiscal Q4 ended June 30, sales from
Kimball’s EMS segment rose 1% year
over year to $164.9 million as in-
creased sales to customers in the auto-
motive and industrial markets more
than offset a decline in sales to cus-
tomers in the medical industry. The
performance of the automotive busi-
ness was aided by comparison with the
year-ago quarter in which the Japan
earthquake had an adverse impact on
sales to automotive customers. The

decline in sales to the medical industry
resulted from the expiration of a con-
tract with Bayer late in fiscal 2011,
which accounted for a $10.5-million
reduction in sales in the June quarter
versus a year earlier. Excluding sales
to this customer, EMS sales for the
June quarter would have increased 8%
year over year.

  Gross margin improved by 200 ba-
sis points from the year-ago quarter
primarily as a result of benefits from
restructuring activities in which two
facilities were closed during fiscal Q2,
increased labor efficiencies at certain
facilities, and a mix shift to higher
margin products.

  SG&A costs shrank 110 basis
points year over year. Adjusted operat-
ing income of $6.3 million grew 490%
from the year-ago quarter, and adjust-
ed net income of $4.3 million in-
creased 178% from a year earlier.

  Nortech Systems. Q2 sales of
$28.0 million increased slightly by
0.8% year over year. Operating in-
come for the quarter was $319,000,
down 6% year over year, and the com-
pany reported net income of $126,000,
down 14% year over year.

  The company said its revenue re-
sults show stability amid ongoing eco-
nomic headwinds. Nortech noted that
EMS industry growth forecasts are
mixed, echoing the diverse signals it is
receiving from its broad customer base.

  In the short term, however, the
company is carrying excess capacity
that impacts its profitability. Nortech
said it has positioned itself for long-
term growth through synergistic acqui-
sitions and efficiency improvements.

  SMTC. Q2 revenue of $75.1 mil-
lion grew 4% sequentially and 54%
year over year. The company earned
Q2 net income of $2.8 million, up
from $2.4 million in the prior quarter
and a loss of $1.0 million in Q2 2011.
Gross margin stood at 9.7% including
unrealized losses from currency for-
ward contracts of $455,000. This mar-
gin result was down 70 basis points
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sequentially but up 20 basis points
year over year. Adjusted EBITDA of
$4.3 million was flat versus the prior
quarter but up from $1.9 million a year
earlier. Excluding the impact of unre-
alized foreign exchange gains and
losses, adjusted EBITDA for the quar-
ter would be $4.8 million compared
with $3.8 million in Q1.

  Going into the second half of 2012,
SMTC anticipates sales to level off
from significant first-half growth rates,
but the company expects to achieve
solid profitability coupled with im-
proved free cash generation and debt
reduction.

  SMTC noted that although it has
not fully optimized its business to take
advantage of its significant revenue
growth, it has made progress in im-
proving operating efficiencies.

  The company has raised its 2012
revenue guidance to $270 million to
$290 million from $250 million to
$270 million.

Market Data

IPC Studies On-Shoring
  A new study by IPC – Association

Connecting Electronics Industries
(Bannockburn, IL) predicts that over
the next three years electronics manu-
facturing operations with a total pro-
duction value of at least $2.5 billion
will undergo on-shoring. IPC’s defini-
tion of on-shoring covers both over-
seas operations brought back to North
America and new operations started in
the region.

  The study is based on a May 2012
survey of 229 companies with global
revenues totaling more than $935.3
billion. OEMs comprised 34% of par-
ticipating companies, while EMS pro-
viders made up 33%. The remainder
included PCB fabricators (10%) and
other types of suppliers.

  Of the companies surveyed, 7%
indicated that they plan to move over-
seas operations to North America in

the next three years. EMS providers
account for a 53% majority of the val-
ue of operations that participating
companies plan to bring back.

  New operations, however, represent
a much larger share of future North
American production, and these
planned operations were reported pri-
marily by OEMs. According to the
study, OEMs in general are expected
to add North American operations to-
taling about $1.5 billion in value over
the next three years, while the EMS
industry is expected to add about $1
billion worth of operations over the
period. Of the participating compa-
nies, 18% said they plan to locate new
operations in North America in the
next three years.

  IPC’s study also shows that on-
shoring is not a brand-new phenome-
non. The survey asked participants
whether their companies moved any
existing operations from overseas to
the Americas since 2009. Respondents
who answered yes accounted for 11%
of those polled.

  OEMs have done, by far, the most
on-shoring since 2009 as they account-
ed for 92.4% of the value of opera-
tions moved to North America since
2009, based on survey findings. EMS
companies represented just 7.4%.
Note, however, that IPC cannot be
sure that OEMs were all referring to
their own internal operations as op-
posed to any operations that might
have been outsourced. One-quarter of
the operations that returned to North
America since 2009 came from China,
in contrast with popular notions of on-
shoring, which presume that on-shor-
ing of overseas manufacturing and
bringing back operations from China
are basically one and the same.

  The primary reason most often cit-
ed for bringing operations back to
North America was quality control
concerns, selected by 24% of partici-
pants. The rising cost of manufacturing
and the cost of transportation were the
second most popular reasons given,

each chosen 21% of the time.
  Participating OEMs and EMS pro-

viders reported that since 2009 they
brought back operations with an aggre-
gate value of about $9 billion, which
gives IPC a rough estimate of $27 bil-
lion as the value of operations returned
since 2009 by the entire electronics
manufacturing industry. This rough
estimate would suggest that the afore-
mentioned outlook for on-shoring is
far less than what has occurred since
2009. However, IPC points out that
almost one-quarter of the respondents
did not know whether their companies
would be doing any on-shoring in the
next three years. With the possibility
that some of these companies could
decide to undertake on-shoring or
more of it, IPC believes that its three-
year forecast for on-shoring is very
conservative.

  Responding companies also indi-
cated whether or not they created new
operations in North American since
2009. Those who located new opera-
tions in the region represented 19% of
participants. The most common reason
given for setting up a new operation in
the region was to be close to customers.

  The new IPC study is entitled On-
Shoring in the Electronics Industry:
Trends and Outlook for North Ameri-
ca. For more information, visit
www.ipc.org/on-shoring-2012.

News

Asteelflash Targets
German Provider

  Seeking greater proximity to Euro-
pean customers, Asteelflash (Paris,
France), a top 20 EMS provider, re-
ported that it is acquiring EN Elec-
tronicNetwork (Bornheim-Hersel,
Germany), described as Germany’s
second largest EMS provider, with
700 employees and 2011 sales of $181
million.

  This acquisition will extend Asteel-
flash’s presence in Europe by adding
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manufacturing sites in Germany. Elec-
tronicNetwork, a full-service EMS
provider, also operates a plant in the
Czech Republic and is currently ramp-
ing up a new plant in Romania,
enabling Asteelflash to offer a manu-
facturing alternative in Eastern Europe.

  The deal will also allow Asteelflash
to access new regional market ac-
counts and strengthen its activities in
segments that are already well estab-
lished such as industrial, defense and
aerospace, medical and automotive.

  The transaction is still subject to
approval by antitrust authorities.

Celestica to Acquire
Machining Company

  Celestica (Toronto, Canada) has
agreed to acquire D&H Manufactur-
ing Company (Fremont, CA), a
manufacturer of precision machined
components and assemblies, primarily
for the semiconductor capital equip-
ment market.

  Celestica expects to pay about $70
million for D&H, which generates
about $80 million in annual revenue
and employs about 350 people. Sub-
ject to customary conditions, the deal
is expected to close in the third quarter
of 2012.

  “This acquisition will strengthen
our complex mechanical and systems
integration offering and allows us to

provide additional value to our cus-
tomers in the diversified markets seg-
ment of our business,” said Craig
Muhlhauser, Celestica president and
CEO.

  D&H’s machining capability adds a
level of vertical integration for Celesti-
ca. Muhlhauser noted that there is a
high degree of synergy between D&H
and Celestica’s existing semiconductor
capital equipment business.

  According to Celestica, D&H has
an operating margin profile in the
“high teens.”

  This deal supports Celestica’s
growth strategy for its diversified end
markets.

  Some new business…Lenovo has
extended its service agreement with
Flextronics (Singapore), which per-
forms manufacturing, assembly and
fulfillment of PCs, workstations and
servers in Hungary for Lenovo’s Euro-
pean clients. Also, Nokia Siemens
Networks has partnered with Flex-
tronics for the production of 4G wire-
less equipment in Brazil, Reuters
reported….Sorrento Networks (Den-
ver, CO), a provider of metro optical
access solutions, has engaged Sonic
Manufacturing Technologies (Fre-
mont, CA) for contract manufacturing
of all Sorrento products….Top 50
EMS provider PartnerTech (Vel-
linge, Sweden) and Dignitana (Lund,

Sweden), developer of a scalp cooling
system to prevent hair loss from che-
motherapy, have signed a framework
agreement for the development, manu-
facturing and supply of products to
Dignitana. In addition, PartnerTech
and BAE GCS have signed a letter of
intent for the manufacturing of defense
electronics, and the EMS provider has
entered into a framework agreement
for the supply of electronic compo-
nents to ABB Substation Automation
Products.


