
Chart 1: Nine-Month Growth Percentage 
Year Over Year
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  In the past, when a group of the
largest EMS providers was compared
with a group of the largest ODMs, the
ODMs would invariably win the
growth contest. Suspicions arose that
the ODM model might be a better en-
gine for growth. But the era of higher
ODM growth is over, at least for now.
Combined sales of 10 of the largest
EMS providers outgrew revenue for a
group of 10 of the largest ODMs,
whether you’re looking at the third
quarter or the first nine months of
2010.

  For the first nine months, the 10
EMS providers achieved an aggregate
growth rate of 37.5%, compared with a
31.5% increase for the 10 ODMs
(Chart 1). The EMS group not only
closed the growth gap, but also opened
up a lead of six percentage points.

  With both the EMS providers and
ODMs scoring above 30% growth for
the period, it should come as no sur-
prise that the overall growth rate for
these 20 large contract manufacturers
amounted to 34.6%. This result sets
the stage for a 2010 growth rate likely
above 30%, in line with this year’s
31.5% growth in semiconductor reve-
nue as estimated by Gartner. Nine-
month sales of these CMs totaled
$209.0 billion, of which the EMS pro-
viders contributed $112.9 billion and
the ODMs $96.1 billion (Table 1, p. 2).

  The difference between EMS and

EMS Providers Overtake ODMs
Hon Hai makes the difference

ODM growth was even
more pronounced in the
third quarter. On a year-
over-year basis, EMS
group sales in Q3 rose
44% versus 11.4% for the
ODMs. Likewise, Q3 se-
quential growth for the
EMS providers was
20.7%, compared with al-
most no growth for the
ODMs (Table 1). Indeed,

margin. In light of results such as
these, it can no longer be assumed that
ODM work is by definition the more
profitable business. Clearly, margin
pressure in the notebook space took its
toll on ODM margins.

  The EMS group owes its nine-
month growth advantage to Hon Hai
Precision Industry, by far the world’s
largest contract manufacturer. Without
Hon Hai’s contribution, the growth
rate of the EMS side would have

the EMS group’s superior growth in
Q3 made all the difference since the
EMS providers trailed their ODM
counterparts by 11.5 percentage points
after six months, a lead that was wiped
out and then some in the span of just
the third quarter.

  In Q3, the EMS group also outper-
formed the ODM side with regard to
net profit margin. Net margin for the
EMS providers came in at 2.39%, 68
basis points above the ODM group’s



Chart 2: Nine-Month Growth Percentage 
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dropped to 17.6%, 13.9 percentage
points below ODM growth (Chart 2).

  Together, 20 of the largest CMs
generated Q3 revenue of $77.3 billion,
up 11.4% sequentially and 28% year
over year. In the quarter, they earned
an aggregate net profit of $1.6 billion,
up 9.4% sequentially and 23.7% year
over year, not quite in line with the
sales increases. Composite net margin
for all 20 CMs equaled 2.10% in Q3,
down 4 basis points from the prior
quarter.

  The CMs’ net profit for the first
nine months totaled $4.6 billion, up
dramatically from $1.6 billion in the
year-earlier period. Net margin for the
first three quarters was 2.21%, 116
basis points higher than in the compa-
rable period of dismal 2009. However,
note that the nine-month margin was
also 11 basis points above the Q3 level
and that net margin has slipped from
2.45% in Q1 to 2.10% in Q3.

  If the combined Q4 sales of the 20
CMs turn out to be consistent with Q3
sales, then the companies’ 2010 sales
would reach $286 billion. In that case,
the contract manufacturing market as a
whole would likely approach the $300-

billion mark if not surpass it.
  Five of the contract manufacturers

posted nine-month sales gains above
50% in U.S. dollars. All of them are
based in Taiwan, and four out of five
are ODMs (Table 2, p. 3). Of the 20
CMs, 13 produced nine-month in-
creases of greater than 19%. Sales
declines appeared at only two compa-
nies, Inventec and Venture.

  In Q3, 12 of the CMs achieved
year-on-year sales growth above 20%,
when measured in U.S. dollars. Mas-
sive Hon Hai defied the law of large
numbers with the highest growth rate
at an improbable 61.7%. Still, on a
year-over-year basis Q3 growth rates
were not healthy across the board. In
particular, revenue of four CMs de-
creased from the year-ago quarter, and
three of the sales declines were in dou-
ble digits (Table 2).

  Sequential growth rates in Q3 also
varied widely among the 20 CMs.
Growth ranged from 33% at Qisda to
-6.2% at Quanta Computer, the larg-
est ODM. For the quarter, all 20 CMs
produced positive bottom lines. Net
margins ranged from 7.17% at Venture
to 0.81% at Inventec. Four EMS pro-

viders – Benchmark Elec-
tronics, Plexus, Universal
Scientific Industrial and
Venture – and only one
ODM, Ability Enterprise,
recorded net margins above
3%.

  When companies were
ranked by nine-month sales,
Hon Hai displayed a first-
place lead that is effectively
insurmountable for the fore-
seeable future. What’s
more, Hon Hai’s $64.2 bil-

lion in revenue represented 30.7% of
the nine-month total for the 20 CMs.
Coming in second was Quanta, which
is likely to maintain that position for
the full year. Quanta was also in sec-
ond place for 2009. Compal Elec-
tronics and Flextronics ranked third
and fourth respectively after three
quarters, with Compal ahead by $1.1
billion. If Flextronics does not over-
come this lead in Q4, it will fall to
fourth place for 2010 from third in
2009. Wistron appears to be en-
sconced in fifth position for the full
year based on nine-month standings.
Pegatron and Jabil Circuit were just
$16 million apart after nine months, as
Pegatron edged out Jabil for sixth
place. As a result, Jabil took seventh
for the period. Inventec claimed eighth
position, followed by TPV Technolo-
gy in ninth. Sanmina-SCI rounded out
the top 10 (Table 2).

  Editor’s note: This analysis pre-
sents a rough approximation of EMS
versus ODM sales since a number of
the contract manufacturers listed here
do both EMS and ODM work. Compa-
nies were classified as EMS or ODM
based on which model represents their
primary business. In addition, a few of
them have their own brands, which
generate sales that fall outside of con-
tract manufacturing but were included
in this analysis.

  The group of 20 CMs listed here
involves one change from a nearly
identical list used for a Q2 analysis
(September, p. 3). Inventec Applianc-
es was added to the current list, while
Elcoteq dropped off as Inventec Ap-
pliances’ nine-month sales squeaked
by those of Elcoteq.
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  Nine-month results indicate that a
group of 10 mid-tier and smaller EMS
providers based in North America is
nearly keeping up with the aggregate
growth of the six largest U.S.-traded
providers so far this year. For the first
three quarters, sales of the 10 mid-tier
and smaller providers totaled $1.8 bil-
lion, representing composite growth of
16.8% from the year-ago period. This
growth rate was only 1.8 percentage
points below the nine-month gain of
18.6% collectively achieved by the six
largest U.S.-traded providers (Nov., p.

North American Group Nearly in Step with Larger Players
2). Based on these results, the mid and
smaller providers as a whole are bene-
fiting from the 2010 recovery of the
EMS industry almost as much as their
large U.S.-traded competitors are.

  If the group of 10 mid-tier and
smaller EMS providers can maintain
their nine-month growth rate of 16.8%
through the fourth quarter or come
close, then the group will end up with
strong growth for 2010 well into dou-
ble-digit territory.

  The leaders in nine-month sales
growth were SMTC and IEC Elec-

tronics with increases of 54.3% and
51.3% respectively. Seven out of 10
providers reported revenue increases
above 20% for the nine-month period.
Both Sparton and CTS Electronics
Manufacturing Solutions, the EMS
unit of publicly-held CTS, recorded
double-digit sales declines for the peri-
od (table, p. 4).

  In the third quarter, however, the
group of 10 mid-tier and smaller pro-
viders lagged appreciably behind the
six largest U.S.-traded providers when
it came to sales growth. The 10 pro-
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viders together generated year-over-
year sales growth of 19.1%, seven per-
centage points behind the 26.1%
overall gain produced by the six large
competitors in the quarter (Nov., p. 2).
Key Tronic posted the highest Q3 in-
crease at 53.3% from a year earlier.
Five providers reported Q3 growth
above 35%. Combined Q3 revenue for
the group was $615 million.

  Compared with the prior quarter,
the group of ten’s Q3 revenue fell
slightly by 0.2%. Sequential growth
ranged from -8.2% for SMTC to
14.4% for Sparton (table above).

  The group of ten mid-tier and
smaller providers consists of seven
stand-alone EMS companies, all pub-
licly traded, and three EMS units with-
in larger publicly-held corporations.
The seven stand-alone providers report
gross profit, while the three EMS units
do not. Composite gross margin for
the seven stand-alone providers
amounted to 14.3% in Q3, flat with the
prior quarter but up 140 basis points
year over year. Six out of seven pro-

viders achieved double-digit gross
margins for Q3, once again led by La-
Barge at 20.4% (table).

  Q3 operating margin for the seven
stand-alone providers came in at 6.1%,
flat with Q2 but 300 basis points
above the year-earlier result. LaBarge
also posted the highest operating mar-
gin at 9.4%, followed by Sparton at
9.0% (table).

  However, the composite operating
margin for Q3 dropped to 3.5% when
operating results for two of the EMS
units were added. (Kimball Interna-
tional and CTS report operating in-
come of their EMS units, while Raven
Industries does not provide a compa-
rable figure.) Still, the 3.5% operating
margin, representing nine out of the
ten mid-tier and smaller providers, was
80 basis points above what the six
largest U.S.-traded providers were
able to achieve as a group.

  Net income is recorded for eight
out of ten providers in the mid-tier and
smaller group (the seven stand-alone
companies plus Kimball Electronics

Group). In Q3, the eight providers to-
gether earned net income of $15.4 mil-
lion on sales of $529 million for a net
margin of 2.91%, down from 3.23%
in Q2.

Results for Seven Asia-
Based Providers

  For the first time, MMI has com-
piled results for a group of seven Asia-
based EMS providers, all publicly
listed and ranked among the Top 50
EMS providers in 2009 (Table 1A, p. 5).

  In the first nine months of 2010, the
seven Asia-based providers generated
combined sales of $3.1 billion, up
21.4% from the year-ago period. This
rate was well below the comparable
34.6% increase collectively attained
by 20 of the largest contract manufac-
turers. However, sales growth for the
Asia-based group came in 3.8 percent-
age points above the composite rate of
17.6% for the nine EMS providers in
the group of 20 excluding Hon Hai
Precision Industry (see Chart 2, p. 2).
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  With a nine-month sales increase of
77%, Fabrinet was by far the fastest-
growing company in the Asia-based
group for the period (Table 1A).

  Q3 was a stellar quarter on the
whole for the seven Asia-based pro-
viders. In U.S. dollars, they produced
combined revenue growth of 21% se-
quentially and 33.5% year over year.

Four providers had year-over-year
growth of 50% or more in the quarter.
Still, two providers experienced year-
over-year sales declines (Table 1A).

  The Asian-based group achieved an
overall net profit margin of 2.29% for
the quarter, 19 basis points higher than
what the 20 large CMs produced. But
net margins varied greatly, ranging

from -2.34% to 9.25%.
   Editor’s note: Not all the sales tab-

ulated here may be strictly counted as
EMS. For example Beyonics has a
Precision Engineering Services divi-
sion; Fabrinet’s business includes pas-
sive optical components; and Nam Tai
Electronics derives a portion of its
sales from LCD products.

Forecasts Blended
  Armed with a blending of the latest

forecast data, the EMS industry can
still present itself as a double-digit
growth business. When EMS revenue
forecasts from IDC, InForum and
New Venture Research were com-
bined, the result was a compound an-
nual growth rate of 10.8% over the
period 2009 to 2014. IDC and NVR
forecasted CAGRs of 11.4% and
12.0% respectively, which are higher
than the blended rate, while InForum’s
CAGR of 8.0% is lower (Table 1B).

  How large is the EMS industry to-
day? Estimates for 2010 vary widely.
At the low end of the range, InForum
puts the size of the EMS industry at
$124.6 billion for the current year,
while at the high end NVR pegs indus-
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try revenue at $192.2 billion. IDC is in
between with an estimate of $168.6
billion. Averaging the three estimates
yields an EMS market size of $161.8
billion for 2010. Compared with an
estimate mean of $138.3 billion for
2009, the 2010 average represents
EMS sales growth of 17.0% this year
(Table 1B, p. 5).

  The blended forecast shows annual
growth falling to 10.6% in 2011, cor-
responding to an average estimate of
$179.0 billion for next year’s EMS
revenue. In subsequent years, blended
annual growth rates remain fairly con-
stant, ranging from 8.3% to 9.3%. At
the end of the forecast period in 2014,
EMS projections average $230.7 bil-
lion.

  In the blended forecast, the ODM
sector has a five-year CAGR of 9.8%,
one percentage point below that of the

EMS industry. Projected CAGRs for
ODM revenue range from 7.9% for
InForum to 12.4% for NVR. Accord-
ing to blended data, the EMS industry
will increase its market share to 56.8%
in 2014 from 55.6% in 2009, while the
ODM share will slip to 43.2% in 2014
from 44.4% in 2009.

  Still, the combined data show ODM
sales outgrowing EMS sales this year,
18.6% to 17.0%. Estimates for ODM
revenue in 2010 vary from $111.4 bil-
lion for NVR to $151.1 billion for In-
Forum. The forecasts for 2010 average
$130.8 billion.

  But after 2010, blended annual
growth rates for the ODM sector are
lower than those of the EMS industry
(Table 1B). For 2011, the ODM mean
is $141.7 billion, up 8.3% from the
comparable 2010 figure. In the three
following years, composite annual

growth rates for the ODM side are
nearly the same, ranging from 7.3% to
7.6%.

  As for total outsourcing revenue
(EMS + ODM), the three forecasts
average $248.5 billion for 2009, in-
creasing to $292.6 billion this year for
a 17.7% gain and later reaching
$406.5 billion at the end of the fore-
cast period in 2014. The start and end
values correspond to a blended CAGR
of 10.3%.

  For 2010, estimates of total out-
sourcing revenue are closer together
than either the spread in EMS fore-
casts or the spread in ODM forecasts.
Outsourcing revenue projections differ
by a maximum of $27.9 billion, less
than 10% of the forecast average, with
InForum projecting $275.7 billion at
the low end and NVR estimating
$303.6 billion at the high end.

News

GM Unit’s Kokomo Site
Enters EMS Business

  With business growth as the goal,
the Kokomo, Indiana, site of General
Motors Components Holdings is
making the site’s manufacturing capa-
bilities available to customers outside
the automotive industry. GMCH is a
wholly owned subsidiary of General
Motors. Under this new business
model, Kokomo Electronics Assem-
bly, a unit within GMCH’s Kokomo
Operations, has opened for business as
an EMS provider.

  Kokomo Operations also include
two other units: Kokomo Semiconduc-
tors and Kokomo Thick-Film Printing.
Both of them are seeking new custom-
ers as well, with the thick-film unit
also presenting itself as an EMS pro-
vider.

  Together with the thick-film unit,
Kokomo Electronics Assembly occu-
pies a facility with 2.5 million ft

2
 of

manufacturing floor space. “We’re not
floor space constrained,” said Tim

Guse, who serves as business develop-
ment manager for both Kokomo Elec-
tronics Assembly and Kokomo
Thick-Film Printing.

  In the past, Kokomo Operations
provided product exclusively to GM
and Delphi. It continues to produce
components including semiconductors,
engine and transmission control mod-
ules, crash sensing and diagnostics
modules, pressure sensors for engine
management and occupant detection,
body computer modules and power
electronics modules primarily for the
automotive industry. Today, the Koko-
mo site, which employs over 1,000
people, builds products for many cus-
tomers with GM being its largest.

  Although the Kokomo site, with its
history of medium- to high-volume
manufacturing, would like to be flood-
ed with high-volume opportunities,
site management realizes that this is
not necessarily where the market is
today in the U.S. The site’s progress in
lean manufacturing gives it the flexi-
bility to adjust quickly to a variety of
customer demands. “We also have the
advantage of owning and operating our

own tooling center with extensive fab-
rication and modeling capability,
which allows us to quickly reconfigure
our surface mount and assembly oper-
ations to meet customer requirements
regardless of order volumes,” accord-
ing to an emailed statement from Brian
King, GMCH Kokomo Site new busi-
ness development manager.

  Over the years, a number of OEMs
seeking higher plant loading entered
the EMS business only to withdraw
later on. Is Kokomo Electronics As-
sembly committed to be in the EMS
business for the long term? “Our plans
extend for several years into the future,
and there is no reason to believe we
would not remain in the EMS indus-
try,” King stated.

  He reported that the Kokomo site
has been pleased with the reception it
has received from its launch as both an
EMS and semiconductor provider.

  The Electronics Assembly unit is in
the unusual position of being able to
access an in-house wafer fabrication
facility, which can be a competitive
advantage from a financial and lead-
time reduction standpoint, according
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to King. However, he pointed out that
the unit performs a make-versus-buy
analysis when sourcing ICs.

  Two more new players...Segue
Manufacturing Services (Lowell,
MA), an electromechanical contract
manufacturer, has expanded into the
EMS domain with its acquisition of
Sanbor Interconnect in Xiamen, Chi-
na. SMT assembly and box build are
among the capabilities that Segue
gained from this acquisition.

  In addition, Solutions Group (UK)
plc, a UK wholesaler for professional
installers, has created a new EMS pro-
vider, Precision Manufacturing Ltd,
in Northampton, UK.

IEC Augments Wire
and Cable Business

  IEC Electronics (Newark, NY), a
publicly held EMS provider, has ex-
panded its wire and cable business by
acquiring Southern California Braid-
ing Company (Bell Gardens, CA), a
privately owned company focused on
supplying high-reliability wire and ca-
ble products to the military and de-
fense market.

  IEC paid $25.0 million for SCB,
whose annual sales amount to about
$20 million. The purchase price has
been financed by a $24.4-million cred-
it facility and $600,000 in equity. The
acquisition is expected to be immedi-
ately accretive.

  Described by IEC as a well-run
company with strong margins, SCB
specializes in providing customers,
primarily military prime contractors
and NASA, with complex and highly
reliable cables and wire harnesses built
to withstand the demands of extreme
environments. “With this acquisition,
IEC has strengthened the foundation of
achieving its objective to become one
of the premier providers to high-reli-
ability contract manufacturing mar-
kets,” stated W. Barry Gilbert, IEC’s
chairman of the board and CEO.

  “Despite forecasted military cut-
backs, SCB supports programs that
should be maintained and continue to
grow. This acquisition further diversi-
fies IEC’s customer base and introduc-
es us to new opportunities with
existing customers. SCB complements
our existing wire and cable business,
IEC Electronics Wire and Cable, de-
veloped from our Val-U-Tech acquisi-
tion in June 2008,” Gilbert noted.

Finnish Firms To Merge
  Scanfil EMS Oy, a Top 50 EMS

provider based in Sievi, Finland, and
Ojala-Yhtymä Oy, a mechanics-ori-
ented contract manufacturer also based
in Sievi, have entered into a merger
agreement whereby Ojala-Yhtymä will
merge into Scanfil EMS. Scanfil EMS
is a wholly owned subsidiary of Scan-
fil plc. Following the merger, which is
planned for the first half of 2011,
Scanfil plc will have a 79% holding in
Scanfil EMS, and former owners of
Ojala-Yhtymä a 21% holding.

  In Sievi, the merger will create Fin-
land’s largest contract manufacturing
center for professional electronics and
telecom, according to Scanfil. The
company noted that Ojala-Yhtymä’s
foreign units in Slovakia and India
complement Scanfil EMS’s interna-
tional operations. Besides Finland,
Scanfil EMS has plants in China, Esto-
nia and Hungary. In addition, the
merger will result in synergy benefits
in manufacturing, procurement and
logistics, Scanfil stated.

  For the first nine months of 2010,
Ojala-Yhtymä achieved an operating
profit margin of 8.8% on sales of 34.1
million euros. On a pro forma basis,
the two contract manufacturers togeth-
er would have generated sales of 191.0
million euros and an operating margin
of 5.8% for the period.

  Ojala-Yhtymä’s main customers are
international players in the electricity,
telecom and automation industries.

  This announcement follows Scan-

fil’s purchase of a 32.96% stake in
Kitron, a Top 50 EMS provider based
in Norway (Oct., p. 6).

German Provider
Acquires EMS Site

  EN ElectronicNetwork (Born-
heim-Hersel, Germany), another Top
50 EMS provider, has acquired the
Schwandorf, Germany, site of
Görmiller Electronic GmbH, an
EMS company that filed for insolven-
cy in October.

  Through the addition of the
Görmiller site in Schwandorf, EN
ElectronicNetwork continues develop-
ing its selling proposition, which is
regional proximity to its customers in
different parts of Germany. The
Schwandorf location in the Upper Pa-
latinate region of Bavaria gives the
provider five sites in Germany.

  “Our task is now to gain the trust of
the existing Görmiller customers and
to continue developing the customer
relationships,” explained Klaus Kroes-
en, chairman of the board of EN Elec-
tronicNetwork.

  Some new business…Two new so-
lar programs won by Flextronics (Sin-
gapore) reached the public eye this
month. First, SunEdison, a subsidiary
of MEMC Electronic Materials, an-
nounced that its affiliate, MEMC Sin-
gapore, is partnering with Flextronics
to produce solar photovoltaic (PV)
panels at Flextronics’ facility in New-
market, Ontario, Canada. Flextronics
will produce MEMC branded solar
panels that will be used by SunEdison
for its solar PV projects. This way,
SunEdison and its project partners will
exceed the 60% domestic content re-
quirement of Ontario’s feed-in-tariff
program, while SunEdison gains sup-
port for its anticipated growth in the
region. The program will provide an
initial 50 megawatts of annual panel
capacity. In the second program,
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News

Amonix (Seal Beach, CA) has select-
ed Flextronics as a manufacturing part-
ner for Amonix’s concentrated
photovoltaic solar power systems.
Amonix said Flextronics’ manufactur-
ing capabilities in California and
Nevada will enable it to reduce time-
to-market and rapidly scale its busi-
ness to meet the needs of customers in
California, Nevada and other South-
western U.S. states with sunny and dry
climates…..Sarantel Group, a manu-
facturer of miniature antennas for
mobile and wireless devices, is out-
sourcing its manufacturing operations
to Elcoteq’s factory in Tallinn,
Estonia….CTS (Elkhart, IN) has land-
ed a three-year manufacturing contract
from Thales e-Security, Ltd. (Long
Crendon, UK). CTS’s Scotland facility
will provide Thales with turnkey ser-
vices, including PCB and mid-plane
assembly and high-level integration for
data encryption devices….SMTC’s
regional manufacturing center in Tor-
onto, Canada, will provide PCBA and
subassembly manufacturing services
for a line of air-cooled RF generators
from MKS Instruments, an existing
customer of SMTC. The RF generator
program targets renewable energy
markets….LaBarge (St. Louis, MO)
recently announced contract awards
from five customers: $8.4 million in
contracts from Kaman Aerospace for
helicopter cockpit wiring harnesses, a

$3.5-million order from General Dy-
namics Armament and Technical
Products for high-level electronic as-
semblies used in a naval weapon sys-
tem, $4 million in contracts from
Goodrich’s Atlantic Inertial Systems
for high-reliability PCB assemblies
used in missile navigation and guid-
ance systems, a $5.6-million award
from L-3 Communication Systems –
West for complex electronic assem-
blies used in military data link sys-
tems, and a contract of undisclosed
value from Moog for PCB assemblies
used in the F-35 Joint Strike Fighter.
…ET Water Systems (Novato, CA) is
relocating the production and assem-
bly of it entire line of smart irrigation
management products to Silicon Val-
ley from Asia. ET Water’s U.S.-based
manufacturing partner is General
Electronics Assembly (Santa Clara,
CA).

  New facilities...Plexus (Neenah,
WI) has signed an agreement to pur-
chase land for the construction of a
new manufacturing facility in China’s
Xiamen Xiangyu Free Trade Zone,
adjacent to its current facility. This
new facility will add about 180,000 ft

2

of manufacturing capacity, with pro-
duction to begin in the second half of
2012. In addition, Plexus plans to open
a design center in Darmstadt, Germa-
ny. The company expects the center to

be operational in March 2011.
…Growing demand for low-cost North
American assembly has led CTS to
establish a dedicated EMS facility in
Matamoros, Mexico. The new facility,
which will be fully operational by Q1
2011, will increase manufacturing
space by 55,000 ft

2
.

  Alliance…Taiwan’s Hon Hai Pre-
cision Industry will collaborate with
Silicon Valley venture capital firms
NEA, Onset and DCM as well as 12
of their IT ventures to build a technol-
ogy exchange and incubation platform.


