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  Despite a persistently sluggish US
economy and lingering debt problems
in Europe, it is now quite possible that
2012 could be a growth year overall
for 20 of the largest contract manufac-
turers. Through the first nine months
of 2012, combined sales of the 20
CMs grew 4.7% year over year, setting
the stage for low or modest annual
growth as long as there is no double-
digit decline in Q4 that would wipe out
the sales gains of the first three quar-
ters. Nine-month sales of the 11 EMS
providers and 9 ODMs in the group
totaled $246.3 billion, up from $235.2
billion in the same period a year ago.

  These 20 large CMs account for the
vast majority of business in the out-
sourcing space for manufacturing on
the board and system level. Hence, this
group can be used as a proxy for the
outsourcing space, and MMI believes
that the group’s nine-month growth
rate serves as the best available indica-
tion of year-to-date growth in the
space. Assuming then that the global
outsourcing business in contract manu-
facturing grew at or near 4.7% for the
first nine months, one can conclude
that the contract manufacturing market
outperformed the global economy,
which the IMF estimates is growing at
an annual rate of 3.3% this year. The
contract manufacturing business still
has the wherewithal to outgrow a mac-
roeconomic base line, but so far this
year that ability isn’t worth more than
about 1.4 percentage points in addi-

Three Quarters of Growth Despite Head Winds
tional growth above the
global norm.

  For the first nine
months, aggregate growth
of the 11 EMS providers
in the group was some-
what higher that of the
nine ODMs. Revenue on
the EMS side increased
by 5.3% year over year,
compared with 3.8% for
the ODMs (Chart 1). Note
that the ODM business
remains beholden to the
PC market, whose shipments are pro-
jected by IHS to decline this year.

  ODM Pegatron, which has a grow-
ing EMS business, achieved a best-in-
group growth rate of 49.7% in US
dollars for the first three quarters. Two
other CMs in the group, ODM Am-
TRAN Technology and Hon Hai
Precision Industry, primarily an EMS
provider, also increased their sales in
US dollars by double digits. Half the
group grew their nine-month sales (in

US dollars) year over year, and the
other half saw their sales decline (Ta-
ble 1, p. 2).

  The group of 20 CMs could not
have attained its 4.7% growth rate
without the contribution of Hon Hai,
by far its largest member, which ac-
counted for 34.7% of group sales for
this first nine months. Excluding Hon
Hai, combined nine-month sales of the
other CMs declined by 0.3% (Chart 2,
p. 2). In the absence of Hon Hai,
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growth evaporates for the rest of the
group, leading to the disappointing
realization that on a combined basis
the rest did not keep up with the global
economy.

  Without the support of Hon Hai,
collective nine-month sales of other 10
EMS providers would have fallen by
7.2% from the year-earlier period. Hon
Hai, whose nine-month sales rose by
14.0% (in US dollars), added 12.5 per-
centage points to the growth rate of the
EMS side. Excluding Hon Hai, aggre-

gate sales for the 10 EMS pro-
viders would have trailed
those of the ODMs by 11 per-
centage points (Chart 2). This
is a reversal from last year,
when the 10 EMS providers
lead the nine ODMs by 9.7
percentage points for the first
nine months (Dec. 2011, p. 2).

  Nine-month net income for
the 20 CMs amounted to about
$4.4 billion. (The total is ap-
proximate because not all
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companies follow the same accounting
rules.) Net income, which went up
around 11.6% from the year-ago peri-
od, increased faster than the 4.7% rate
of sales growth. Of the 20 CMs, 11
succeeded in improving their nine-
month net income (Table 1, p. 2).

  Q3 sales for the 20 CMs totaled
$81.9 billion, up 1.1% sequentially but
down 2.7% year over year. Hon Hai
actually lowered the sequential gain by
2.1 percentage points (Hon Hai’s con-
tribution is not always positive), while
raising the year-over-year increase by
less than one percentage point (Table
1).

  Compared with the prior quarter,
11 companies raised their sales, while
nine experienced revenue declines.
Turning in double-digit gains (in US
dollars) were ODMs Quanta Com-
puter and TPV Technology and EMS
provider Universal Scientific Indus-
trial (Table 1).

  In Q3, the EMS providers together
generated sales of $47.0 billion, down
1.5% sequentially, while the ODMs
piled up sales of $34.9 billion, up
4.7% sequentially (Table 2). By this
comparison, the ODMs bested their
EMS counterparts by 6.2 percentage
points.

  The ODMs also collectively out-
grew the EMS providers versus the
year-earlier quarter. Sales of the
ODMs rose slightly by 0.4% year over
year, while revenue on the EMS side
dropped 4.9%, giving the ODMs a
5.3-percentage point lead. When Hon
Hai is excluded, the ODM lead swells
to 11.5 percentage points, as the sales
decline on the EMS side expands to
-11.1%.

  Eleven companies reported Q3

sales that were down year over year in
US dollars. Double-digit declines oc-
curred at three EMS providers –
Celestica, Flextronics and Shenzhen
Kaifa Technology – as well as at one
ODM, Ability Enterprise. Still, four
CMs achieved double-digit growth in
Q3 versus a year earlier, and three of
them were ODMs: AmTRAN Tech-
nology, Pegatron and TPV Technolo-
gy. EMS provider Plexus also
accomplished a two-digit percentage
increase (Table 1).

  Together, the 20 CMs earned net
income of approximately $2.0 billion
in Q3 for a net margin of about 2.4%.
Net income climbed by about 33.9%
year over year, despite a 2.7% decline
in sales. Without Hon Hai, Q3 net in-
come would have increased by about
17.1%. Half of the group raised their
net income in US dollars from the
year-ago quarter. On a sequential ba-
sis, net income soared by about 65.7%,
but Q2 net income included a pretax
charge of about $153 million taken by
Hon Hai and subsequently reversed.

  MMI compiled quarterly operating
margins for eight out of nine ODMs.
(One ODM, Hong Kong-listed TPV,
does not report results consistent with
those of the other ODMs.) For Q3,
combined operating margin for the
eight ODMs was just 1.12%, com-
pared with 1.06% in the prior quarter
and 0.88% in the year-ago period. By
contrast, five large US-traded provid-
ers produced an aggregate operating
margin of 3.0% for Q3 (Nov., p. 3).
Ability Enterprise was the only ODM
with a margin above 2.0%. This year,
combined quarterly margins for these
ODMs have not gone above 1.2%, re-
inforcing the notion that the ODM sec-

tor has been largely relegated to com-
modity status.

  Of course, the ultimate measure of
profitability is net income. For Q3, net
margin for the 11 EMS providers was
approximately 3.3% (3.0% without
Hon Hai), compared with the ODMs’
result of about 1.2%. Here is yet an-
other example of the ODM sector’s
diminished earnings power.

  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, sales of
some EMS providers include non-
EMS revenue from such activities as
component-level manufacturing.

Double-Digit Growth
for N. American Group

  A group of North America-based
EMS providers bucked economic head
winds in Q3 by achieving combined
double-digit sales growth versus the
year-ago quarter. The eight mid-tier
and smaller providers collectively in-
creased their Q3 sales by 10.6%, an
indication that the EMS market is not
without pockets of growth. Revenue
for the quarter totaled $618.1 million,
up from $558.7 million in the year-
earlier period. This marks the second
quarter of healthy year-over-year
growth for the group; in Q2 combined
sales rose by an adjusted 9.4% year
over year (more about adjusted growth
later).

  The group’s Q3 growth rate stands

)%ro$SUM(ssenisuByramirPybdepuorGeraseinapmoCerehWstluseRgnirapmoC:2elbaT
fo.oN
-apmoc
sein

yramirP
ssenisub

21'3Q
selas

21'2Q
selas

-.rtQ
.rtq
.ghc

11'3Q
selas

.ry-.rY

.ghc

21'3Q
ten
tiforp

21'2Q
ten
tiforp

11'3Q
ten
tiforp

3-1Q
21'
selas

3-1Q
11'
selas

.ry-.rY

.ghc

3-1Q
ten21'
tiforp

3-1Q
ten11'

tiforp
11 SME 110,74 637,74 5.1- 744,94 9.4- 545,1~ 587~ 070,1~ 090,641 886,831 3.5 481,3~ 057,2~
9 MDO 809,43 923,33 7.4 387,43 4.0 714~ 993~ 593~ 412,001 555,69 8.3 332,1~ 802,1~
02 919,18 560,18 1.1 032,48 7.2- 269,1~ 481,1~ 564,1 303,642 342,532 7.4 614,4~ 859,3~

.dradnatsgnitnuoccaemasehtwollofseinapmocllatonesuacebetamixorppaeraslatottiforpteN



4      Manufacturing Market Insider, December 2012

in stark contrast with the comparable
sales performance of the six largest
US-traded providers, whose combined
sales fell by 12.1% year over year
(Nov., p. 3).

  Year-over-year sales growth at four
providers in the North America-based
group easily outweighed sales declines
at the other four competitors. Three
providers turned in double-digit gains
led by SMTC at 71.4% and followed
by Key Tronic at 39.8%. With a high
of 71.4% and a low of -19.7% (CTS
Electronics Manufacturing Solu-
tions), the variation in year-over-year
growth rates for Q3 was great (Table
1A).

  A sequential comparison yields
news that’s not so good overall. The
group’s Q3 sales were down 4.5%
from the prior quarter. This unappeal-
ing result mainly stemmed from se-
quential declines in the vicinity of
20% at two providers – CTS Electron-
ics Manufacturing Solutions and Spar-
ton. Only one provider, IEC
Electronics, reported sequential
growth above 1%, and its best-of-
group increase was 2.9% (Table 1A).

  For the first nine months of 2012,
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group sales rose by an adjusted rate of
7.1% year over year. By contrast,
combined sales of the six largest US-
traded providers dropped by 8.1%
(Nov., p. 3). While 2012 revenue is
expected to be down significantly for
these six large providers as a whole –
MMI is projecting an 8.5% annual
drop – the North American group of
smaller competitors should have a
growth year unless its Q4 revenue goes
into a free fall.

  Note that the nine-month growth
rate for the North American group was
adjusted to fully account for Ducom-
mun’s June 2011 acquisition of La-
Barge, which resulted in Ducommun
LaBarge Technologies. DLT’s sales
for the first half of 2011 do not include
LaBarge’s $163.5 million in revenue
prior to the acquisition. Without count-
ing the LaBarge revenue, the group’s
nominal nine-month growth rate is an
unrepresentative 17.8% (Table 1A).
When the LaBarge revenue is added
in, the growth rate becomes the adjust-
ed 7.1%, a more realistic measure of
the group’s performance (Table 2A,
p. 5).

  The group of eight mid-tier and

smaller providers consists of five com-
panies in the EMS industry, all public-
ly traded, and three EMS units within
larger publicly held corporations. To-
gether, the five stand-alone providers
produced a Q3 gross margin of 11.3%,
down 190 basis points sequentially
and 70 basis points year over year.
Three of these providers turned in
double-digit margins, and the high was
IEC’s 18.3%. One provider, Key
Tronic, improved its gross margin
both sequentially and year over year.
The other four saw their Q3 margins
decline in both comparisons (Table
1A).

  In the aggregate, Q3 operating mar-
gin for the five stand-alone providers
stood at 4.3%, down 200 basis points
from the prior quarter but up 170 basis
points from the year-earlier period.
This Q3 margin was 130 basis points
above the collective result of five large
US-traded providers (Nov., p. 3). Key
Tronic and Nortech Systems raised
their operating margins from the prior
quarter, while IEC, Key Tronic and
SMTC increased their margins year
over year.

  On a sequential basis, none of the
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three EMS units could boost its Q3
operating margin, but compared with
the year-ago quarter, DLT and Kim-
ball Electronics Group succeeded in
improving their margins (Table 1A).

  Q3 net income for the five stand-
alone providers totaled $8.1 million,
or 2.9% of sales, compared with $13.0
million for Q2 and $4.1 million for Q3
2011. For the first nine months, the
five providers earned a combined net
profit of $32.6 million, or 3.6% of
sales, up from $12.8 million a year
earlier. Nine-month profit climbed
154% year over year, while sales for
the period rose 24%. Four out of five
stand-alone providers increased their
nine-month net income year over year
(Table 1A).

A brief look at each provider

  CTS Electronics Manufacturing
Solutions. CTS’s EMS unit generated
Q3 sales of $61.8 million, which fell
19.7% year over year partly because of
the weak global economy as certain
customers delayed orders, particularly
in the defense and aerospace and com-
munications markets. Also playing a
role were the lingering impact of the
Thailand flood and the company’s
strategy to exit certain unprofitable
accounts. Segment operating earnings
of $4.2 million before corporate and

shared services charges de-
creased by $1.7 million
from the year-earlier peri-
od, primarily as a result of
lower sales.

  On a sequential basis,
Q3 sales dropped 20.2%.
Reflecting the weak global
economy, demand fell
across all markets served.
Segment operating earnings
before corporate and shared
services declined by $1.9
million from Q2, again
mainly due to lower sales.

  In response to the weak
economic environment,
CTS is taking actions to

further reduce its cost structure. The
company has announced plans to close
its EMS operation in Tianjin, China.

  CTS’s latest guidance calls for its
EMS business to decline 9% to 12% in
2012.

  Ducommun LaBarge Technolo-
gies. Ducommun’s DLT segment re-
ported Q3 sales of $107.4 million,
down 2.3% year over year. This de-
cline reflected lower sales in the natu-
ral resources and industrial end-use
markets, partly offset by higher ship-
ments of military and commercial
aerospace electronics. On a sequential
basis, revenue was essentially flat.

  DLT’s operating income for Q3,
which did not include corporate gener-
al and administrative expenses,
amounted to $10.5 million, or 9.7% of
revenue, up from $7.3 million, or 6.6%
of revenue, in the year-earlier period,
thanks to a favorable mix of higher
margin products and benefits from Du-
commun’s integration efforts. EBITDA
was $15.2 million, or 14.1% of reve-
nue, compared with $12.0 million, or
10.9% of revenue, in Q3 2011.

  IEC Electronics. For its fiscal Q4
ended Sept. 30, revenue of $37.1 mil-
lion grew 6.1% year over year, but net
income of $2.0 million fell 23.9% over
the same interval. EPS for the Septem-
ber quarter came in at $0.20, down

from $0.26 in the same period a year
ago. The year-earlier result included a
positive adjustment of $0.08 per share
related to Southern California
Braiding, a company acquired by
IEC. Excluding this adjustment, EPS
for the September 2011 quarter was
$0.18, and on that basis EPS would
have increased 11% year over year.

  Operating margin came in at 8.7%
versus 9.8% for the prior quarter and
7.1% for the year-ago period. Consid-
ering the year-over-year increase in
operating margin, the company said its
fiscal Q4 was a good quarter.

  IEC expects revenue growth from
its existing businesses to be between
9% and 14% for fiscal 2013. For the
new fiscal year, none of its customers
in the military/aerospace sector have
told IEC that they expect delays in
their programs, and none of them ex-
pect sequestration to affect platforms
which IEC supports. The military/
aerospace sector, which had experi-
enced delays through most of fiscal
2012, accounted for 43% of fiscal
2012 sales.

  Key Tronic. For its fiscal Q1 end-
ed Sept. 29, revenue totaled $97.5 mil-
lion, up 39.8% year over year, while
net income amounted to $3.7 million,
up 200% year over year. EPS came to
$0.35. The company was pleased with
its strong year-over-year growth in
revenue and earnings for the quarter.
Sales rose 0.8% sequentially, while net
income declined 1.8%.

  Gross margin for the quarter stood
at 9.7%, up 10 basis points sequential-
ly and 250 basis points year over year,
while operating margin was 5.8%, up
40 basis points sequentially and 350
basis points year over year.

  At the end of fiscal Q1, Key Tronic
was generating revenue from 168 pro-
grams and had 51 customers, up from
135 programs and 36 customers a year
earlier. The company also continued to
diversify its future revenue base during
fiscal Q1 by winning new programs
involving solar energy and power man-
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agement products.
  For the December quarter, the com-

pany expects revenue of $93 million to
$99 million and EPS of $0.32 to
$0.38.

  Kimball Electronics Group. For
fiscal Q1 ended Sept. 30, sales from
Kimball’s EMS segment amounted to
$164.2 million. Compared with the
year-ago quarter, sales rose 14.9% pri-
marily from double-digit growth in
sales to customers in the automotive
and industrial markets. On a sequential
basis, sales were almost flat.

  The EMS unit’s gross margin for
the September quarter improved by
360 basis points year over year mainly
because of higher absorption of fixed
costs, benefits from restructuring ac-
tivities completed in the prior fiscal
year, and increased operational effi-
ciencies.

  As a percentage of sales, SG&A
costs for the unit declined 100 basis
points from the year-ago quarter, al-
though SG&A dollars increased slight-
ly by 2%. The unit’s operating income
was $5.0 million, up from an operating
loss of $2.3 million a year ago, and its
net income came to $3.3 million, up
from a net loss of $1.1 million a year
earlier. (Note that unit operating and
net income are not necessarily equiva-
lent to GAAP results on a stand-alone
basis.)

  Nortech Systems. Q3 sales of
$25.5 million dropped 9.9% year over
year. Operating income for the quarter
was $329,000, down 21.7% year over
year, and the company earned net in-
come of $105,000, down 42.6% year
over year.

  Lower sales volume in Q3 hurt
plant utilization and profitability,
Nortech reported. The company imple-
mented cost reduction and cost avoid-
ance initiatives to better match
demand.

  Q3 gross margin came in at 10.9%,
down 70 basis points from the year-
earlier period. Operating margin was
1.3%, 20 basis points below the year-

earlier level.
  A hoped-for second-half recovery

is not materializing, which is particu-
larly true for many industrial custom-
ers in Nortech’s largest segment.

  The company said some customers
appear to be gaining momentum, while
others are still making inventory ad-
justments or delaying orders.

  SMTC. Q3 revenue of $75.6 mil-
lion grew 0.6% sequentially and
71.4% year over year. The company
earned Q3 net income of $1.3 million,
or $0.08 a share, compared with net
income of $2.8 million, or $0.17 a
share, in the prior quarter and a net
loss of $1.5 million, or a loss of $0.09
a share, in Q3 2011. The $0.08 EPS
result for Q3 benefited from a nonre-
curring tax recovery equivalent to
$0.02 a share.

  Gross margin in Q3 stood at 7.9%
including unrealized gains from for-
eign currency forward contracts of
$1.1 million. This margin result was
down 180 basis points sequentially
and 50 basis points year over year.
Adjusted EBITDA for the quarter was
$2.6 million, down from $4.3 million
in Q2 but up from $0.7 million a year
earlier.

  The company said that overall, the
quarter was weaker than expected.
SMTC has started lean manufacturing
initiatives in its Mexican plant and is
reviewing its Canadian operations
in order to improve profitability.
SMTC’s Canadian location (Markham,
Ontario) serves as its headquarters and
provides manufacturing support.

  Q4 guidance calls for revenue of
$70 million to $77 million, adjusted
EBITDA of $3.0 million to $3.5 mil-
lion, and adjusted EPS of $0.09 to
$0.12. This guidance does not include
SMTC’s purchase of Seksun Array
Electronics assets, the completion of
which was announced this month (see
News, p. 7).

  Sparton. For its fiscal Q1 ended
Sept. 30, sales totaled $49.0 million,
down 5.4% year over year, while net

income amounted to $1.0 million,
down 36.8% year over year.  The de-
crease and revenue and earnings re-
sulted from the timing of US Navy lot
deliveries from Sparton’s Defense &
Security Systems (DSS) business as
well as a shift of demand within its
Complex Systems (CS) business from
fiscal Q1 into the remainder of the fis-
cal 2013.

  The company won 14 new pro-
grams during the September quarter
worth an estimated $13.4 million in
annualized revenue.

  Medical sales for the quarter, which
represented 57% of the company’s
total, grew $0.6 million, or 2.2%, year
over year. Gross margin for this busi-
ness improved to 14.9% from 13.2%
in the year-ago quarter. Excluding a
$1.1-million increase in intracompany
sales, CS sales to external customers
fell by $1.3 million from the same
quarter last year. The CS segment pro-
duced a gross margin of 8.9%, up 20
basis points year over year. DSS sales
declined by about $2.1 million from a
year earlier, while the segment’s gross
margin dropped to 14.6% from 23.8%
over the same interval.

  Sparton expects year-over-year in-
creases in both revenue and profitabili-
ty for fiscal 2013 and forecasts that the
second half will be stronger than the
first half.

News

  This month, Flextronics (Sin-
gapore) made one acquisition and
signed an agreement that will lead to a
second transaction. But the two deals
have little in common as they are in-
tended to benefit different businesses
within Flextronics. First, the company
acquired Saturn Electronics & Engi-
neering (Rochester Hills, MI), a move
that will expand Flextronics’ automo-
tive offering. Next, Flextronics and
Google-owned Motorola Mobility
agreed that Flextronics will buy Mo-

Flextronics in Two Deals
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torola Mobility’s China factory out-
right and acquire equipment and take
over operations at Motorola Mobility’s
Brazil factory.

  In the latter deal, Flextronics will
acquire Motorola Mobility’s manufac-
turing operations in Tianjin, China,
and will also assume the management
and operation of the OEM’s facility in
Jaguariuna, Brazil. Flextronics will
pay about $75 million for the China
factory and related equipment as well
as equipment in Brazil. (The price
does not include a premium.) During a
conference call, Flextronics CEO
Mike McNamara said the company
will also be hiring “a few thousand”
Motorola Mobility workers in both
Tianjin and Jaguariuna. The deal
comes with a multiyear contract, po-
tentially worth several billion dollars
in annual revenue, for the manufacture
of Android and other mobile devices.
Subject to customary conditions, clos-
ing is expected to occur during the
June 2013 quarter.

  Flextronics said this partnership
strengthens the company’s business for
many reasons, and the company gave
three. First, the deal positions Flex-
tronics as a key supply chain partner
for Motorola Mobility and future hard-
ware products within Google’s ecosys-
tem. Second, the Motorola Mobility
operations will strengthen Flextronics’
manufacturing footprint in China and
Brazil with highly trained and skilled
employees that are increasingly diffi-
cult to find in today’s manufacturing
labor markets. Third, the deal is syner-
gistic to Flextronics’ end-to-end solu-
tions including metals, plastics, global
services and components and further
leverages the provider’s operating ex-
pense structure. Although Flextronics
hopes that Motorola Mobility will ex-
pand its use of Flextronics’ compo-
nents and other end-to-end offerings,
the deal does not cover this aspect.

  With this deal, Motorola Mobility
will be 100% outsourced, and Flex-
tronics will become its largest EMS

supplier, according to McNamara.
  Flextronics expects the deal to be

accretive to EPS and operating income
for fiscal 2014, with ROIC above
20%. The company anticipates that the
transaction will yield an operating
margin within the target range of
2%-plus for Flextronics’ High Veloci-
ty Solutions (HVS) business.

  Why is Flextronics adding high-
velocity business when its business
mix has shifted toward less HVS busi-
ness? McNamara pointed out that the
company still has about $7 billion in
HVS business. “It is a business that
tends to be transactional and tends to
be shorter product lifecycle, so we like
to keep it in balance,” he said. “We
still need to continue to book business
in this particular category.” But find-
ing a customer with the right profile
for the company’s HVS business has
been difficult. Flextronics believes that
the Google-Motorola Mobility deal
has the characteristics that the provider
needs.

  McNamara estimated that the China
factory is just shy of 1 million ft

2
,

while the Brazil facility is “very signif-
icant in terms of size.” Flextronics said
the Motorola Mobility business will be
right-sized when Flextronics takes it
over.

  In acquiring Saturn Electronics &
Engineering, Flextronics gained a
business that most recently reported
more than $300 million in annual reve-
nue. As a supplier of EMS, wiring, and
automotive solenoids, Saturn serves
the automotive, appliance, consumer,
energy and industrial markets. The
company manufactures and assembles
electronic products in its Monterrey,
Mexico, plant, while wiring products
are turned out in Saturn’s Juarez, Mex-
ico, facility. Solenoid production takes
place at the company’s Coopersville,
MI, and Suzhou, China, sites. A ser-
vices support center is located in
Cebu, Philippines.

  “Our combined capabilities will
provide customers with an expanded

range of services in automotive energy
management and vehicle electronics,”
stated Chris Obey, president of Flex-
tronics Automotive.

  Reportedly, Sharp will divest plants
to Foxconn…Foxconn Technology
Group and Japan’s Sharp have
reached an agreement whereby Sharp
will sell its TV factories in Mexico,
China and Malaysia to Foxconn for a
price of some $667 million, according
to a Chinese language website,
udn.com, and the Taipei Times. The
latter based its report on a Japanese
newspaper, Sankei. Foxconn, through
its anchor company Hon Hai Preci-
sion Industry (Tucheng City, Tai-
wan), would not comment on the
website’s report, according to a state-
ment posted on the Taiwan Stock Ex-
change. Earlier, the two parties were
said to be negotiating the sale of the
three TV plants to Foxconn (Oct., p. 8).

SMTC Acquires
Operation in China

  SMTC (Markham, Ontario, Cana-
da) has purchased the manufacturing
assets of Seksun Array Electronics
(Suzhou) Co. Ltd., an EMS provider
in Suzhou, China, for a price of about
$2.0 million. This acquisition will fur-
ther expand SMTC’s operations and
capabilities in China, strengthen its
global footprint, and support the
growth of new business in the region.

  The Suzhou operation will special-
ize in manufacturing mid-to-low mix/
mid-to-high volume electronics equip-
ment for telecom, wireless, life science
and automotive customers.

  SMTC expects this transaction to
be immediately accretive.

  The operation was part of the Sek-
sun Group, a metal components man-
ufacturer with operations in Asia.

  Meanwhile, under a new manufac-
turing agreement, FICOSA Interna-
tional (Barcelona, Spain), a supplier
of automotive systems and parts, will

News
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move the manufacturing of select pro-
grams to SMTC’s Suzhou plant.

  Through this partnership, SMTC
will also offer its customers the exper-
tise of Idneo, a product design subsid-
iary of FICOSA with 180 engineers.

  Another deal done…EMS provider
Electronic Manufacturing Solutions
(Thatcham, UK) has acquired Applied
Assembly (Southampton, UK), a sup-
plier of cable and electromechanical
assemblies.

Apple to Invest
in US Production
Foxconn explores expansion
in the US

  As has been widely reported by
now, Apple CEO Tim Cook told
Bloomberg Businessweek that Apple
intends to spend over $100 million in
2013 on production of Mac computers
in the US. In the magazine interview,
he said the company will not undertake
this project alone.

  At the same time, Foxconn Tech-
nology Group has confirmed, through
a statement provided to MMI, that it
“is exploring the opportunity to ex-
pand its existing manufacturing opera-
tions in the US, which have always
been a part of our global manufactur-
ing operations, to meet the needs of

our customers and to leverage the
high-value engineering talent that is
available in that important market.”

  Whether these two developments
are linked or are merely a coincidence
is a question that neither company has
answered. However, a Digitimes report
based on supply chain sources asserts
that Apple plans to transfer Mac mini
manufacturing to a US activity set up
by Foxconn.

  It is said that Foxconn’s expansion
plans also include Indonesia (Sept., p.
6), but The Jakarta Post is now report-
ing that the group’s investment in the
country has been delayed as talks with
the government continue.

  Foxconn invests in US company…
Foxconn Technology Group’s anchor
company, Hon Hai, has invested $200
million in California-based Woodman
Labs, maker of wearable and gear-
mountable cameras. Foxconn seeks
image-capture technology and believes
it will be in a position to manufacture
for Woodman, Bloomberg News re-
ported.

  Plant closure…According to re-
ports out of Israel, Sanmina (San
Jose, CA) plans to close its factory in
Lod, Israel.

People on the move…Celestica
(Toronto, Canada) has appointed Dar-

ren Myers executive VP and CFO suc-
ceeding Paul Nicoletti, who is leaving
the company to pursue other interests.
Myers most recently served the com-
pany as senior VP and corporate con-
troller….Markus Walther has been
promoted to CEO of the ESCATEC
Group (Penang, Malaysia) from COO.
Company founder Christophe Albin
remains executive chairman with re-
sponsibility for special projects.
….Sanmina has named Alan Reid ex-
ecutive VP, global HR to succeed
David Pulatie, who has retired.


