
Chart 1: 2010 Growth Percentages in US$
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  The 25 largest contract manufactur-
ers for 2010 combined for the fastest
growth rate and the highest sales total
of any Top 25 group that MMI has
presented. Overall sales growth for
these 25 EMS providers and ODMs
amounted to 30.6%, a fast rate for
most any industry but a striking result
for an outsourcing business that is said
to be mature.

  Top 25 revenue for 2010 totaled an
all-time high of $302.9 billion, up
from $231.9 billion in the prior year.
This is the first time that combined
sales broke through the $300-billion
barrier.

  It’s also the first time in the eight
years of Top 25 selections that a group
of the largest EMS providers has out-
grown a group of the largest ODMs.
The 15 EMS providers in the Top 25
together generated revenue growth of
38.5%, compared with 21.5% pro-
duced by the 10 ODMs in this exclu-
sive club (Chart 1). But the EMS
group owes its 17 percentage point
advantage to its largest member, Hon
Hai Precision Industry (Foxconn),
which grew at a 60% clip in U.S. dol-
lars. Without Hon Hai, the EMS group
would fall behind the ODMs by 3.2
percentage points (Chart 2, p. 3).

  The EMS group represented a clear
majority of Top 25 sales in 2010.
Combined revenue on the EMS side
came to $172.0 billion, or 56.8% of
the total, while the ODMs as a group

Top 25 CMs Push Growth Above 30%
brought in sales of
$130.9 billion, or
43.2% of the total
(Chart 3, p. 3).

  Last year’s 30.6%
growth rate for the
Top 25 indicates that
the contract manu-
facturing business
snapped back from a
dismal 2009, making
a full recovery in a
single year, not
something that would
been widely predicted at the beginning
of 2010. A surge in end market de-
mand from 2009’s abysmally low
levels together with continued out-
sourcing provided a perfect recipe for
2010 growth. Only one year in the last
eight – 2004 – came close to produc-
ing a Top 25 growth rate on par with
the 2010 increase (Chart 4, p. 3).

  A significant portion of that growth,
however, can be attributed to Hon Hai.
Excluding Hon Hai, the rest of the Top

25 would have achieved collective
growth of 20.3% (Chart 2), still quite
healthy, but 10.3 percentage points
below the Top 25 rate. So Hon Hai
was responsible for 10.3 points, or
about one-third, of the 30.6% growth
calculated for the 2010 Top 25.

  At $95.5 billion in 2010 sales, Hon
Hai was more than two and a half
times the size of its nearest competitor
and accounted for 31.5% of Top 25
sales. Hon Hai has established a virtu-
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ally unassailable position at the top of
the order when the Top 25 contract
manufacturers are ranked by calendar
2010 sales in U.S. dollars. See the ta-
ble on this page. In second position for
the second year in a row was Quanta
Computer, followed by Compal
Electronics in third. Compal unseated
Flextronics, which dropped to fourth
place. Wistron maintained its fifth
position from the year earlier, while
Jabil Circuit moved up to sixth place
from eighth. Next was Pegatron in the
seventh spot, down one step from
2009. Inventec landed in eighth posi-
tion from seventh the year before.
Completing the top 10 were TPV
Technology and Celestica in ninth
and tenth place respectively for the
fourth straight year.

  It took a minimum of $6.53 billion
to make the top 10 in 2010. Last year’s
revenue growth raised the barrier to
entry from $6.09 billion in 2009. Like-
wise, the Top 25 cutoff increased to
$987 million in 2010 from about $850
million in 2009. The Top 25 minimum
for 2010 was $75 million below its
peak in 2008 (Chart 5, p. 3).

  The 2010 Top 25 includes one new
member, Shenzhen Kaifa Technolo-
gy, a China-based EMS provider.
Making room for the new member,
Innolux Display, a company on the
2009 list, did not return for 2010 be-
cause Innolux was part of a 2010
merger that created an upstream sup-
plier.

  Two EMS providers with China-
centric production had the highest
growth rates in the Top 25. Hon Hai
and Shenzhen Kaifa both grew their
sales by well over 50%. In addition, 10
CMs achieved growth rates (in U.S.
dollars) of 30% or more. Revenue de-
clined for two EMS providers and two
ODMs on the list (table).

  Taiwan-based contract manufactur-
ers continue to claim an ever larger
share of Top 25 revenue. In 2010, they
accounted for 77.1% of total sales
(Chart 6, p. 3). That’s up from 75.7%

of revenue for the 2009 list, which
was slightly more weighted toward
Taiwan.

  Editor’s note:  A company was

classified as EMS or ODM based on
which model supplied the company’s
primary source of revenue or was esti-
mated as such. The EMS-versus-ODM

0102rofsrerutcafunaMtcartnoC52poT

noitazinagrO sretrauqdaeH

selaS
radnelac
0102
)$SUM(

0102
ybknar
latot

selas

9002
knar

selaS
radnelac
9002
)$SUM(

selaS
htworg
01'-90'
)%(

ssenisuB
ledom

iaHnoH
yrtsudnInoisicerP
)nnocxoF(

,ytiCgnehcuT
nawiaT

345,59$ 1 1 045,95$ 06 -opmoc/SME
/lennahc/stnen

rehto/MDO
retupmoCatnauQ ,nahsieuG

nawiaT,nauyoaT
267,53$ 2 2 825,52$ 04 MDO

lapmoC
scinortcelE 1

nawiaT,iepiaT 171,82$ 3 4 055,02$ 73 MDO

scinortxelF eropagniS 167,72$ 4 3 357,32$ 71 -opmoc/SME
MDO/stnen

nortsiW nawiaT,uhcnisH 555,91$ 5 5 006,61$ 81 SME/MDO
tiucriClibaJ ,grubsreteP.tS

LF
304,41$ 6 8 093,11$ 62 /SME

slairetam
nortageP 2 nawiaT,iepiaT 038,31$ 7 6 273,41$ 4- SME/MDO
cetnevnI nawiaT,iepiaT 689,11$ 8 7 894,31$ 11- MDO
ygolonhceTVPT nawiaT,iepiaT 236,11$ 9 9 230,8$ 54 MBO/MDO
acitseleC adanaC,otnoroT 625,6$ 01 01 290,6$ 7 SME
ICS-animnaS AC,esoJnaS 305,6$ 11 11 732,5$ 42 -opmoc/SME

stnen
opniKweN

puorG 1
nawiaT,iepiaT 950,5$ 21 41 008,3$ 33 MDO/SME

adsiQ ,nahsieuG
nawiaT,nauyoaT

733,4$ 31 31 455,4$ 5- SME/MDO

afiaKnehznehS
ygolonhceT

anihC,nehznehS 180,3$ 41 wen 559,1$ 85 MDO/SME

NARTmA
ygolonhceT

,ytiCeHgnohC
nawiaT

934,2$ 51 81 040,2$ 02 MDO

kramhcneB
scinortcelE

XT,notelgnA 204,2$ 61 71 980,2$ 51 SME

suxelP IW,haneeN 941,2$ 71 91 195,1$ 53 SME
lasrevinU

cifitneicS
)ISU(lairtsudnI

nawiaT,uotnaN 920,2$ 81 02 365,1$ 03 MDO/SME

erutneV 3 eropagniS 769,1$ 91 51 553,2$ 61- MDO/SME
esirpretnEytilibA nawiaT,iepiaT 446,1$ 02 22 611,1$ 74 MDO
cetnevnI
secnailppA

nawiaT,iepiaT 485,1$ 12 12 305,1$ 5 MBO/MDO

qetoclE 3 gruobmexuL 514,1$ 22 61 370,2$ 23- SME
XIIS napaJ,akasO 670,1$ 32 42 568$ 42 SME

kinortkelErenlloZ ynamreG,tdnaZ 650,1$~ 42 52 738$ 62 SME
scinoyeB

ygolonhceT 4
eropagniS 789$ 52 32 279$ 1 SME

.gva/latoT 798,203$ 509,132$ 6.03
mynorcatsrifehtybdetacidnisaMDOroSMEsadeifissalcerewsessenisubelpitlumhtiwseinapmoC

ylretrauqanoenoderewsnoisrevnocycnerruc,elbissoperehW.noitpircsedledomssenisubehtni
.evreseRlaredeFSUehtmorfsetaregnahcxeylretrauqegarevagnisusisab 1 opniKehtforebmemA

.puorG 2 .ssenisubSMDerocs'ynapmocehtotdnopserrocselaS 3 egnahcxeylretrauqesuaceB
detsujdaerewselas,deilppaerewsetar .hcraMnidehsilbupseulav05poTmorf

4 .selasynapmocfonoitropSMEotsdnopserrocknaR



Chart 6: Taiwan-Based Companies' Share
 of Top-25 Sales in 2010
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analysis presented here does not allow
for the fact that some companies pur-
sue both EMS and ODM business.

  The Top 25’s sales of $302.9 bil-
lion were not all derived from EMS
and ODM work. As shown in Table 1,
some companies mix in revenue from
other businesses such as components
or own-brand manufacturing (OBM).
To some degree, Top 25 sales and
growth figures have been influenced
by revenue from businesses outside the

realm of con-
tract manufac-
turing. In a few
cases, the addi-
tion of other
business to con-
tract manufac-
turing revenue
might have un-
fairly boosted a
company’s
rank.

Q1 Sales Results
Below Estimates

  On both a sequential and year-over-
year basis, combined Q1 sales results
for the six largest U.S.-traded EMS
providers did not measure up to what
was estimated by MMI. Q1 revenue
totaled $15.26 billion, down 8.3%

from the prior quarter. This decline
was 280 basis points worse than the
projected drop of 5.5% (Feb., p. 7). In
addition, group sales grew 16.9% year
over year, 360 basis points below
MMI’s estimate of 20.5%.

  MMI based its estimates on the
midpoint of each company’s sales
guidance for Q1. Sales at three provid-
ers – Benchmark Electronics, Flex-

tronics and Sanmina-SCI – fell be-
low the range specified in their guid-
ance. Overall, the group’s revenue of
$15.26 billion was 3% below MMI’s
estimate of $15.74 billion (Feb., p. 7).

  Five out of six providers posted
sequential declines in sales for Q1,
generally regarded as seasonally weak
quarter (Table 1, p. 4). Flextronics and
Benchmark saw their sales decrease by
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double digits.
  Year-over-year results looked much

better, as four out of six companies
reported double-digit growth on that
basis. What’s more, the group’s Q1
growth of 16.9% year over year, while
less than estimated, still gives 2011 a
healthy start on which to build.

  Five out of six providers reported
Q1 results according to GAAP. The
sixth, Celestica, has switched to IFRS
reporting, which differs from GAAP in
some respects such as the treatment of
restructuring charges. Except for sales,
GAAP and IFRS operating results are
not comparable. With respect to gross
and operating profit and net income,
Celestica’s results will from now on be
considered apart from those of the oth-
er five companies (Table 1).

  For the other five, aggregate gross
margin (GAAP) in Q1 held steady at
6.6% despite an 8.9% sequential de-
cline in revenue. But the same cannot
be said for operating margin. Collec-
tively, their Q1 operating margin was
2.6%, down 60 basis points from the
prior quarter. All five providers expe-
rienced sequential declines in their
operating margin. Still, the aggregate
Q1 margin came in 30 basis points
higher than the year-earlier result (Ta-
ble 1).

  In all five cases, net income
(GAAP) also fell sequentially, and the
aggregate decline amounted to 35.5%.
But on a year-over-year basis, com-

bined net income for the five rose
75%. All five providers but one
(Benchmark) reported year-over-year
gains in net income. Celestica’s IFRS
net income also grew from a year ear-
lier.

Q1 summaries for two providers

  Last month’s issue covered Q1 re-
sults for four out of the six large U.S.-
traded providers. Results for the
remaining two companies are briefly
summarized below.

  Benchmark Electronics. Q1 sales
of $538 million fell short of the com-
pany’s original guidance of $565 mil-
lion to $605 million, and EPS of $0.25
was below its original outlook of
$0.30 to $0.36. Anticipating that re-
sults would be below expectations,
Benchmark lowered its Q1 guidance
last month. The company said it was
disappointed with its financial results
for the quarter. During the quarter,
Benchmark saw weaker than projected
demand primarily due to customer in-
ventory adjustments following strong
demand in Q4 2010. A revenue short-
fall in the medical sector caused by a
components issue was also a factor,
but to a lesser extent. Q1 sales de-
clined 14% sequentially and 6% year
over year. Compared with the prior
quarter, revenue fell in the computing
(-29%), medical (-26%) and telecom
(-8%) sectors, while remaining ap-
proximately flat in the test and instru-

mentation and industrial control sec-
tors.

  Gross margin in Q1 was 7.1%, 70
basis points below Q4’s non-GAAP
level, while operating margin stood at
3.1%, down 100 basis points from the
non-GAAP result of the prior quarter.
The margin declines resulted from un-
absorbed manufacturing overhead
costs. In Q1, Benchmark, which did
not report any restructuring charges for
the quarter, earned GAAP net income
of $15.3 million, compared with $19.1
million a year earlier excluding such
charges.

  During the quarter, Benchmark
booked 15 new programs with estimat-
ed annual revenues of $101 million to
$121 million. About 40% of these
bookings were in the medical sector.

  The provider expects sales to re-
bound in the second quarter, as its cus-
tomers achieve a balancing of
inventory levels to match demand. At
the midpoint of Q2 guidance, sales
would increase 8% sequentially. (See
Table 1A on p. 5).

  Flextronics. For its fiscal Q4 ended
March 31, sales of $6.86 billion were
below the company’s guidance of $7.1
billion to $7.4 billion. Non-GAAP
EPS of $0.21 came in at the low end
of guidance. Revenue was down 12%
sequentially but up 15% year over
year.

  Compared with the prior quarter,
communications infrastructure and
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computing business fell by 12% and
15% respectively, and both results
were below expectations. Sales in the
mobile and consumer digital segments
declined 15% and 30% respectively, in
line with expectations. On the plus
side, the industrial, automotive, medi-
cal and other segment showed a se-
quential increase of 8%. Sales in this
segment rose by 31% in fiscal 2011,
the fastest such growth of any seg-
ment.

  Non-GAAP gross margin was
5.6%, unchanged from the prior quar-

  In the March quarter, Flextronics
generated free cash flow of $208 mil-
lion.

  The provider has achieved four
straight quarters of double-digit
growth year over year and believes
that this trend will continue into fiscal
2012. At the mid point of June quarter
guidance, sales would increase by 12%
year over year (Table 1A below).

  After a $200-million stock buy-
back program was completed in the
quarter, Flextronics’ board authorized
another $200-million program.

Double-Digit Estimate
for First-Half Growth

  MMI estimates that combined sales
for the six largest U.S.-traded EMS
providers will increase by 14.5% in
the first half. If this estimate is borne
out, then 2011 would essentially dupli-
cate 2010’s first-half growth of 14.7%
for the U.S.-traded group. With such a
result, one could conclude that through
the first half at least, 2011 is looking
much like 2010 for this EMS group.
That’s good news for this group, be-
cause it would indicate that so far
there is no drop-off in the group’s
growth from 2010 to 2011. Such a re-
sult, if it holds up through year-end,
would also contradict those forecasters
who were looking for growth to mod-
erate in 2011 after snapping back in

2010.
  Four out of six providers will

achieve double-digit growth in the first
half, according to MMI’s estimates,
which are based on the midpoints of
companies’ sales guidance for Q2.
Jabil leads the group with projected
first-half growth of 25.1%, although it
must be noted that Jabil’s results cor-
respond to the six months from De-
cember 2010 to May 2011 rather than
the first half of calendar 2011.

  Despite the consistency of first-half
data from 2010 to 2011, the group’s
projected sales growth in Q2 falls be-
low the year-over-year pace set in Q1.
Estimated Q2 sales for the group of six
providers total $16.12 billion, repre-
senting a 12.3% increase from a year
earlier. That’s 4.4 percentage points
below the Q1 rate of 16.7%. Projected
Q2 growth rates range from -1.6%

(Benchmark) to 20.1% (Jabil), with
three out of six providers in double
digits (Table 1A).

  At five out of six providers, reve-
nue is projected to increase from Q1 to
Q2. At the high end of sequential
growth estimates are Benchmark and
Flextronics with projected gains
above 7% quarter to quarter. MMI es-
timates that Q2 sales for the six pro-
viders will collectively rise by 5.6%
from the prior quarter (Table 1A).

  Based on Q2 guidance, Jabil, San-
mina-SCI and Benchmark expect a
sequential increase in their non-GAAP
EPS for Q2. On the other hand, Plexus
has issued guidance suggesting that its
non-GAAP EPS will decline from Q1
to Q2. For the other two companies,
no conclusions can be drawn from
their EPS outlook (Table 1A).

ter. Non-GAAP operating margin
amounted to 2.8%, down 20 basis
points sequentially. This operating re-
sult was lower than expected because
of the revenue shortfall and the related
rise in SG&A of 30 basis points de-
spite spending cuts. Operating margin
was affected by losses in personal
computing due to revenue ramps. The
company’s component businesses pro-
duced a slight loss for the quarter.
Still, non-GAAP net income rose 25%
year over year, while GAAP net in-
come climbed 125%.
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  Adding up Q1 sales for 11 of the
largest EMS providers would seem to
give a rough indication of how well
the EMS industry is doing early in
2011. Problem is, results can be inter-
preted in two ways: with Hon Hai
Precision Industry (Foxconn) and
without it. Including Hon Hai, the 11
providers together generated Q1 sales
of $42.4 billion, up 31.9% year over
year. But without Hon Hai, the growth
rate falls to 16.0% (Table 1B).

  As has been written here before,
Hon Hai continues to defy the law of
large numbers, which says a company
will eventually reach a size that will no
longer support a high growth rate. Hon
Hai, whose Q1 sales were larger than
those of the other 10 companies com-
bined, also had the highest growth
rate. When expressed in U.S. dollars,
Hon Hai’s Q1 sales rose 46%, well
above the growth rates of the other
providers (Table 1B). The company
received a 12 percentage-point boost
from a stronger Taiwan dollar (Table

Hon Hai Poses Dilemma

2B). To complicate
matters, Hon Hai is in a
number of businesses
outside of EMS, and
the company has never
provided a breakdown
of its sales.

  But on a sequential
basis, Hon Hai hurt the
Q1 sales performance
of the group. With Hon
Hai, combined Q1
sales dropped 16.4%

from the prior quarter. Ex-
cluding Hon Hai, the de-
cline is a more palatable
9.4% (Table 1B). Only
Elcoteq experienced a
greater sequential drop (in
U.S. dollars) than Hon Hai
did.

  In Q1, Hon Hai faced
margin erosion compared
with the year-earlier peri-
od. Gross margin amount-
ed to 7.25%, down 141
basis points year over year,
while operating margin
came in at 1.74%, 192 ba-
sis points below the year-
ago result. These lower
margins coincide with
higher wages paid by Hon
Hai to its Chinese workers.

  All five providers that
are based and traded out-
side the U.S. showed dou-
ble-digit sequential drops
in their Q1 sales reported
in non-U.S. currencies
(Table 2B).

Healthy Start for North
American Group

  A group of eight mid-tier and
smaller EMS providers based in North
America is starting the year with re-
spectable Q1 growth of 14.7% year
over year. Collectively, they nearly
kept pace with their large U.S.-traded

counterparts, whose combined Q1
sales increased just 2.2 percentage
points faster (see article on p. 3-4).
Four out of eight providers in the mid-
tier and smaller group posted revenue
growth above 30% year over year, led
by CTS Electronics Manufacturing
Solutions at 42% (table, p. 7).

  Yet on a sequential basis the group
of eight mid-tier and smaller providers

outperformed their large U.S.-traded
competitors. Q1 sales for the mid-tier
and smaller group rose 4.4% sequen-
tially, compared with an 8.3% drop in
aggregate sales for the large counter-
parts. Only two providers in the mid-
tier and smaller group reported
sequential declines.

  The group of eight mid-tier and
smaller providers consists of six stand-
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alone EMS companies, all publicly
traded, and two EMS units within larg-
er publicly held corporations (table).
Together, the six companies produced
a Q1 gross margin of 14.1%, un-
changed from the prior quarter but
down 30 basis points from a year earli-

News

er. Four out of six providers had Q1
gross margins in double digits, with
LaBarge’s 20.3% taking top honors
(table).

  Combined Q1 operating margin for
the six was 4.7%, down 10 basis
points sequentially and 60 basis points

year over year. IEC Electronics
achieved a Q1 high of 9.5%. Q1 net
income rose from the prior quarter at
three out of six companies (table). The
same can be said for Kimball Elec-
tronics Group, the EMS unit of Kim-
ball International.

Fatal Blast at Hon Hai
Site in Chengdu, China

  A May 20th explosion in a polish-
ing workshop at Hon Hai Precision
Industry’s Chengdu facility in south-
western China resulted in three deaths
and injuries to 15 other employees.
The company has shut down this
workshop and others with similar pro-
cesses and aims to reopen them after a
thorough examination. According to
published reports, initial findings point
to combustible dust in an air duct as
the cause of the explosion.

  In the fall of 2010, Hon Hai (Fox-
conn) reportedly opened the Chengdu
plant, where the company was invest-
ing in a tablet PC operation (Oct.
2010, p. 7). It is widely reported that
Hon Hai carries out some production

of Apple’s iPad 2 tablets in Chengdu.
  A May 6 report by SACOM (Stu-

dents & Scholars Against Corporate
Misbehavior) was critical of the work-
ing conditions in the Chengdu polish-
ing department. According to the
report, “Workers in the polishing de-
partment also complain that the
department is full of aluminum
dust….Some workers comment that
ventilation on [the] shop floor should
be improved.”

  China Real Time Report noted that,
according to Hon Hai, robots do the
polishing in its workshops.

IMI To Acquire
Three EPIQ Plants

  Top 50 EMS provider Integrated
Micro-Electronics, Inc. (Laguna,
Philippines) has entered into an agree-
ment with another Top 50 provider,

EPIQ (Tessenderlo, Belgium), to ac-
quire EPIQ subsidiaries in Bulgaria,
Mexico and the Czech Republic. The
purchase price is about 43 million eu-
ros, to be paid in a combination of
cash and 200 million newly issued IMI
shares representing about 12% of
IMI’s common shares on a fully dilut-
ed basis. The EPIQ subsidiaries gener-
ated revenue of 90 million euros and
net income of about 4 million euros in
2010.

  According to IMI, the acquisition
will enable it to establish a global geo-
graphic footprint in manufacturing as
well as in technology development and
engineering.

  “IMI is pursuing this value-enhanc-
ing acquisition to expand its customer
base and to support its market special-
ization strategy in the automotive and
industrial segments. As regional manu-
facturing picks up steam, we are ex-
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News

panding our operations to locations
near our global customers in Europe
and North America to be of better ser-
vice to them,” said Arthur Tan, IMI’s
president and CEO.

  EPIQ is retaining its operations in
France, Germany and China.

  After the deal is closed, Gilles Ber-
nard, EPIQ’s CEO, will join IMI’s
management team.

  Automotive cooperation...Accord-
ing to published reports, Foxconn has
entered into an alliance with Chinese
automaker Jianghuai Automobile Co.
(JAC), which is already building elec-
tric vehicles.

  New solar business…Under an ex-
panded agreement with a Singapore
affiliate of MEMC Electronic Mate-
rials, Flextronics (Singapore) expects
to build about 270 megawatts of solar
panels a year in Malaysia for MEMC’s
SunEdison subsidiary (see Dec. 2010,
p. 7). Also, SolarEdge Technologies
(Hod Hasharon, Israel) has launched a
PV inverter production line for North
America at the Flextronics factory in
Newmarket, Ontario, Canada. The
production in Ontario complies with
the province’s domestic content re-
quirement and therefore enables in-
stallers to benefit from the Ontario
microFIT and FIT (feed-in-tariff) pro-
grams. SolarEdge became a Flextron-

ics customer last year (Mar. 2010, p.
6)….Under a two-year partnership, JA
Solar Holdings (Shanghai, China)
expects to supply Jabil Circuit (St.
Petersburg, FL) with up to 400 mega-
watts of solar cells over the two years
as well as certified module designs to
be used by Jabil for manufacturing up
to 200 megawatts per year of modules
with JA Solar cells. JA Solar intends
to grant Jabil the right to manufacture
JA Solar’s portfolio of OEM modules,
and the companies will further collab-
orate on marketing and selling JA So-
lar modules to customers, especially in
the U.S….Sanmina-SCI (San Jose,
CA) will manufacture Santerno’s so-
lar inverters for commercial applica-
tions at Sanmina-SCI’s Ottawa,
Ontario, facility. Producing the invert-
ers at the Ontario facility expands San-
terno’s manufacturing base into North
America, while meeting Ontario’s FIT
requirement for domestic content. The
Santerno Group is a leading company
in the Italian photovoltaic market.

Flextronics Pulling Out
of PC ODM Space

  At an investor and analyst meeting
this month, Flextronics announced that
it is taking steps to reduce its PC ODM
business and reposition assets of that
business.

  The company stated that the risk

adjusted return in the PC ODM space
is inadequate.

  “Even if you have a marginally ac-
ceptable return on capital at the one
and half or two percent [operating
margin],...is that an appropriate risk
adjusted return? There’s too much
variability and risk in that model,” said
Flextronics CEO Mike McNamara
during the meeting.

  The company disclosed that over
the last few months it has not been
pursuing any opportunities in the PC
ODM space.


