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Ho-Hum Year Projected for US-Traded Group

Q4 2011 Guidance and Estimates for the Six Largest US-Traded Providers (sales in B$ except as noted)

. , tr.-qftr. , Yr.-yr. , 2011 Esti- 3 adjust- Q4 guidance EPS Q-
Company . Q4 Q4 m'.d' Q311 Qest?m. Q410 estir):]r. Q1311 estimat- 2010 mated %d Elés* Qagjusted Q.4 EP.S chg.QatQ
guidance point sales chg. sales chg. sales ed sales sales change $ EPS* midpoint midpoint
Flextronics 73-77 75 804 -68% 7.83 -43% 2245 2995 2776 7.9% 0.22 0.18-0.22 0.20 -9%
Jabil** 43-45 44 428 28% 408 78% 1244 16.84 1440 169%  0.62 0.62-0.70 0.66 6%
Celestica 1.70-1.85 178 183 -30% 188 -54% 546 723  6.53 10.9% 0.26 023-029 0.26 0%
Sanmina-SCl 15-16 155 170 -86% 166 -6.8%  4.94 6.49 6.50 -0.2% 0.47 026-0.34 0.30 -36%
Benchmark 475 - 525 M 050 057 -12.3% 0.63 -202%  1.69 219 240 -8.7% 0.34 0.00-0.11 0.06 -84%
Plexus 510 - 540 M 053 054 -24% 057 -72% 167 219 215 1.9% 0.52 044-049 047 -11%
Totallavg. 16.25 1696 -4.2% 16.65 -2.4% 48.65 6490 59.74 8.6%

Q4 estimates equal midpoint of Q4 guidance. 2011 estimates equal nine-month sales plus midpoint of Q4 guidance.
*Adjusted EPS may not be comparable from company to company. **Q4 2011 data correspond to the quarter ending November 2011.

A fourth-quarter sales decline will
result in single-digit growth for the
2011 combined sales of the six largest
US-traded EM S providers, according
to an estimate by MMI. The group’s
Q4 revenue is projected to drop by
2.4% year over year, lowering the
group’s 2011 sales growth to an esti-
mated 8.6%. Through thefirst nine
months, revenue had grown at a12.9%
rate, buoyed up by double-digit in-
creasesin thefirst two quarters. For
this US-traded sector of the EMSin-
dustry, 2011 started with abang and is
ending with awhimper. Asaresult,
2011 will go down as a ho-hum year
for this group rather than something
more impressive.

MMI estimates that 2011 sales for
the group of six will total $64.9 bil-
lion, up the aforementioned 8.6% from
$59.7 hillion ayear earlier. Only two
providers, Jabil and Celestica, are
expected to enjoy double-digit growth

for 2011. Jabil will lead the group with
aprojected sales increase of 16.9%,
followed by Celesticaat 10.9%. Sales
at Flextronics and Plexus are also
predicted to grow, but at single-digit
rates. Sanmina-SCI’s 2011 revenue
will be nearly flat versus ayear earlier,
while Benchmark Electronics reve-
nue will fall by 8.7%, according to
MMI’ s projections (table above).

MMI estimated 2011 sales by add-
ing acompany’ s nine-month salesto
the midpoint of its Q4 sales guidance.

In thisanalysis, the guidance midpoint
became the Q4 sales estimate in each
case.

For the fourth quarter, only Jabil
will seeyear-over-year sales growth,
which will amount to 7.8%, according
to MMI’ s estimates. Projected revenue
declinesfor therest arein single digits
except for Benchmark’ s 20.2% drop
(table). Because these declineswill be
partly offset by Jabil’ sincrease, the
group’s Q4 revenue is projected to
decrease by 2.4% from the year-earlier
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period to $16.25 billion.

On asequentia basis, the group’s
Q4 revenue is estimated to decline by
4.2%, as market uncertainty and soft-
ening demand are taking their toll on
various end markets. Again, Jabil is
the only provider whose Q4 sales are
projected to grow from the prior quar-
ter. MMI estimates that sequential de-
clinesfor the other five providers will
range from -2.4% for Plexusto -12.3%
for Benchmark (table, p. 1). Note that
Benchmark’ sdrop in revenue stems
from the flooding of its Thailand facil-
ity.

Based on Q4 EPS guidance, three

providers — Benchmark, Plexus and
Sanmina-SCI — expect a sequential
declinein their non-GAAP EPS for
Q4. Inall three cases, the declineisin
double digits at the guidance midpoint,
the worst case being Benchmark’s
84% drop. Non-GAAP EPS for Plexus
and Sanmina-SCI would fall 11% and
36% respectively at the midpoint.
With Flextronics' outlook, non-GAAP
EPSin Q4 could be the same as or less
than the Q3 result. At guidance mid-
point, Flextronics' non-GAAP EPS
would be down 9% sequentially (table,
p. 1). For all four of these companies,
the sequential EPS decline at guidance

midpoint is greater than the corre-
sponding revenue decline at guidance
midpoint.

According to guidance from Jabil,
the company expects non-GAAP EPS
for its December quarter to equal or
exceed the result from the prior quar-
ter. At guidance midpoint, non-GAAP
EPS would improve by 6.5% sequen-
tially, which is greater than the corre-
sponding 2.8% increase in revenue at
the midpoint. Asfor Celestica, non-
IFRS (adjusted) EPS at Q4 guidance
midpoint would be unchanged from
the EPS value produced in Q3 (table,

p. 1).

Results

Slower Sales Growth in
Q3 for US-Traded Group

Y ear-over-year growth slowed in
Q3 for the combined sales of the six
largest US-traded EM S providers.
Revenue for the US-traded group rose
by 8.1% year over year in Q3, well
below Q1 and Q2 growth of 16.9%
and 14.4%. Still, the Q3 growth rate
was 2.1 percentage points higher than
MMI’s earlier estimate of 6.0% (Aug.,
p. 1). So the slowdown could have
been worse.

Group sales for Q3 totaled $16.96
billion, up 3.3% sequentially versus
MMI’s projection of 1.2%. Three out
of the six providers reported sequential
growth, led by Flextronicswith a
6.6% increase. On ayear-over-year

basis, Celestica achieved the highest
Q3 growth with an 18.3% gain, and
only one other provider, Jabil, wasin
double digits. Both Benchmark Elec-
tronics and Plexus reported sequential
and year-over-year declines (Table 1).

MMI based its estimates on the
midpoint of each company’s sales
guidance for Q3 (or the August quarter
in Jabil’ s case). One company, Flex-
tronics, exceeded the high end of its
guidance, while asecond, Sanmina-
SCI, camein at the upper end of the
expected range. Two others, Jabil and
Celestica, posted sales above the mid-
point of their guidance. Only Bench-
mark’s salesfell short of its guidance.
The group’s Q3 revenue was $340
million, or 2%, above what MMI esti-
mated (Aug., p. 1).

Nine-month salesfor thesix US-
traded providers amounted to $48.65

billion, up 12.9% from the year-ago
period. The pacesetter for nine-month
growth was Jabil with a20.5% in-
crease (for the period December 2010
to August 2011), followed by Celesti-
caand Flextronics at 17.4% and
12.7% respectively (Table 1). Only
one provider, Benchmark, experienced
asalesdeclinefor thefirst nine
months.

Five of the providers adhere to
GAAP reporting, while the sixth,
Celestica, has switched to IFRS ac-
counting. Hence, with the exception of
revenue Celestica sresultsare being
treated separately from those of the
other five companies.

For the other five, aggregate GAAP
gross marginin Q3 was 6.1%, down
40 basis points sequentially and year
over year. As usual, Plexusturned in
the highest margin at 9.3%. Sanmina-

Table 1: Q3 and Nine-Month 2011 Results for the Six Largest US-Traded EMS Providers (M US$ or %)

Compan , , tr.- . 3'11Q2 '11Q3 '10 Q3 '11Q2 '11 Q3 '10 . , \ , , 1-3 ,
(in orer o); Q11 Q211 thr. Q3 10 Yryr. %ross %ross Qgross Qoper. Qoper. Qoper. Q3. 1 QZ. 1 Q3.10 Q1-3 11 Q1-3 10 Yr.-yr. ‘1? net Ql'?f 10
9-mo. sales) sales  sales chg. sales chg. marg. marg. marg. marg, marg. marg.ne“nc' netinc. netinc.  sales  sales chg. inc. netinc.
Flextronics 8,044.3 75478 6.6 74223 84 47 53 54 18' 23! 24! 1299 1320 1444 22451.019,928.4 12.7 397.2 3227
Jabil? 4,280.3 4,227.7 12 38609 109 77 75 74 39 36 2.7 1143 1047 58.7 12,436.7 10,321.1 20.5 274.4 1405
Sanmina-SCI 1,696.7 16742 13 16878 05 79 79 78 32 32 34 181 72 314 49400 48405 21 384 631
Benchmark 570.1 5855 -26 6139 -71 61 64 77 20 24 38 199 147 225 16939 17752 -46 49.1 60.7
Plexus 5381 5592 -38 5556 -31 93 97 101 41 45 52 183 220 266 16654 15830 52 642 717
Subtotal/avg. 15,129.514,594.4 3.7 14,1405 70 61 65 65 26 28 28 3005 280.6 283.6 43,187.0 38,4482 123 823.3 658.7
Celestica 1,830.1 1,8294 0.0 15465 183 69 69 70 33 30 15 502 457 213 54596 46500 174 1259 628

Total/avg. 16,959.616,423.8 3.3 15,687.0 8.1 48,646.6 43,098.2 12.9

All results are based on GAAP except those of Celestica, which has converted to IFRS reporting. *Intangible amortization was subtracted from
Flextronics' reported operating income. 2Q3 '11 results correspond to the quarter ended August 31.
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SCI’s 7.9% earned second place. But
Jabil was the only provider to show
seguential improvement in GAAP
gross margin (Table 1, p. 2).

The five companies with GAAP
results together produced a GAAP op-
erating margin of 2.6%, down 20 basis
points both from the prior quarter and
the year-earlier period. Plexus again
took the lead with a4.1% result, fol-
lowed by Jabil at 3.9%. Aswith gross
margin, Jabil wasthe only GAAP
company to increase its operating mar-
gin from the prior quarter. In addition,
Celesticaachieved asequential gainin
IFRS operating margin (Table 1).

Compared with the prior quarter,
combined net income for thefive
GAAP companiesin Q3 increased
faster than sales did. Aggregate net
income of $300.5 million grew 7.1%
sequentially, while sales rose 3.7%.
Q3 net margin for the GAAP subgroup
was 2.0%. Three out of five providers
improved their net income from the
previous quarter. But on ayear-over-
year basis, only one GAAP provider,
Jabil, achieved again in net income.
Aside from the GAAP companies,
Celesticaraised its Q3 net income both
sequentially and year over year (Table
1).

For the first nine months, net in-
come for the GAAP companies total ed
$823.3 million, up 25% from the year-
ago period. That’s essentially double
the 12.3% rate at which salesin-
creased. But only two GAAP compa-
nies, Flextronics and Jabil, were
responsible for the 25% increase.
Overal net margin for the five GAAP
providerswas 1.9% in the first nine
months.

Q3 summaries for three providers

Last month’sissue covered Q3 re-
sultsfor three out of the six largest
US-traded providers. Resultsfor the
remaining three companies are briefly
summarized below.

Benchmark Electronics. Q3 sales
of $570 million declined 3% sequen-

tially and 7% year over year. Revenue
camein below guidance of $585 mil-
lion to $620 million. During the quar-
ter, the company experienced an
unanticipated decline in demand, pri-
marily in thetest and instrumentation
sector. Non-GAAP EPS amounted to
$0.34 versus $0.25 in the prior quarter
and $0.37 in the year-earlier period.
The Q3 EPS result was within guid-
ance of $0.30 to $0.36 but included an
income tax benefit of about $9.2 mil-
lion, or $0.16 a share. Benchmark
earned GAAP net income of $20 mil-
lion compared with $15 millionin Q2
and $22 million ayear earlier.

Non-GAAP operating margin for
Q3 was 2.1%, down 40 basis points
sequentially and 190 basis points year
over year. The revenue shortfall and a
less favorable business mix that result-
ed from the shortfall adversely affect-
ed operating margin.

Sales from the test and instrumenta-
tion sector fell 34% sequentialy, and
this sector includes customerswho
utilize precision technol ogies services,
which historically produce higher mar-
gins. Benchmark attributed the reve-
nue drop to the continued slowdown in
the semiconductor capital equipment
market. At the same time, the company
wasinvesting in more capacity in Asia
for the precision technol ogies busi-
ness. That created another drag on op-
erating margin. Revenue also declined
sequentially in the computing and
medical sectors by 5% and 8% respec-
tively. The drop in medical saleswas
partly the result of a component short-
age. Still, telecom business rose 13%
from Q2, while sales from the industri-
al control sector remained flat.

During the quarter, Benchmark won
38 new programs with 12 engineering
projects, estimated to bring in $136
million to $167 million in annual reve-
nue.

Taking its flooded Thailand facility
into account (see Oct., p. 1), the com-
pany expects Q4 sales of $475 million
to $525 million. Benchmark antici-
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pates a net shortfall of about $90 mil-
lion to $100 million related to the
flooding in Thailand. The outlook also
calsfor non-GAAP EPS of $0.00 to
$0.11. This guidance does not include
the costs of returning the Thailand fa-
cility to operation, and the company
plansto restart it sometime in Decem-
ber.

Plexus. For itsfiscal Q4 ended Oct.
1, revenue of $538 million dropped
4% sequentially and 3% year over
year. EPS camein at $0.52, down 10%
sequentially and 20% year over year.
Both revenue and EPS were within the
company’ s guidance for the quarter.
The provider generated net income of
$18 million, down 17% from the prior
quarter and 31% from the year-ago
period.

Four out of Plexus’ five sectors ex-
hibited sequential salesdeclinesin fis-
cal Q4. Salesfrom the wireline/
networking sector, the company’ slarg-
est contributor, fell 17%, below expec-
tations for aweak quarter. Avocent,
which hastaken its business else-
where, accounted for about one third
of the decrease. In addition, four of the
top 10 customersin the sector missed
revenue forecastsin ameaningful way.
Wirelessinfrastructure businesswas
down 16% from the prior quarter,
while the medical and defense/securi-
ty/aerospace sectors each saw a 2%
decline. Industrial/commercial revenue
rose 21% sequentially, which was still
below expectations.

Gross margin was 9.3%, in line
with earlier expectations but down 40
basis points sequentially and 80 basis
points year over year. Operating mar-
gin camein at 4.1%, down 40 basis
points sequentially and 110 basis
points year over year.

Juniper Networksand Coca-Cola
accounted for 17% and 10% respec-
tively of total revenue in the quarter,
as Coca-Colareached the 10% thresh-
old for thefirst time.

During the quarter, Plexus won 24
new manufacturing programs, worth



Results

about $182 million in annualized reve-
nue when fully ramped, aswell asen-
gineering projects totaling about $18
million.

Continued volatility in customer
forecasts and uncertainty about end
markets are reflected in the company’s
guidance of $510 million to $540 mil-
lion for December quarter revenue. At
the midpoint of guidance, revenue
would be down 2% sequentially. The
only business segment expected to
show sequential growth isthe new net-
working and communications sector,
which combinesthe former wireline/
networking and wirelessinfrastructure
categories. Excluding any restructuring
charges, the provider expects operat-
ing margin of 4.1% to 4.2% and non-
GAAP EPS of $0.44 to $0.49.

Given the uncertain environment,
Plexusis adjusting its cost structure
for fiscal 2012 growth that it believes
could be“meaningfully below” the
company’ s goal of 15%.

Sanmina-SCI. For itsfiscal Q4
ended Oct. 1, revenue totaled $1.70
billion, which was at the high end of
the company’ s guidance. Revenuerose
1.3% sequentially and 0.5% year over
year. Non-GAAP EPS of $0.47 sur-

passed the company’ s outlook of
$0.40 to $0.44. The EPS result grew
12% sequentially and 2% year over
year. GAAP net income was $18 mil-
lion, up from $9 million in the prior
quarter but down from $31 millionin
the year-ago period. The sequential
increase in GAAP net income was
mainly attributed to debt extinguish-
ment costsincurred in the prior quar-
ter. Restructuring costs of $14 million
in fiscal Q4 were higher than normal.

Non-GAAP gross margin for fiscal
Q4 amounted to 7.8%, down 20 basis
points sequentially but on par with a
year earlier. Thisgross margin was
within the company’ s expected range.
Component gross margin, which
reached the highest level in several
years, came in above the corporate
average. Non-GAAP operating margin
stood at 4.1%, up 20 basis points from
the prior quarter and unchanged from a
year ago.

At 47% of Q4 revenue, the commu-
ni cations networks segment contrib-
utes by far the largest share of the
company’ssales. In Q4, revenue from
the segment declined by 1.5% sequen-
tially, basically driven by slower de-
mand. Sanmina-SCl sees push-outs

and inventory correctionsin this seg-
ment over the short term. But the com-
pany believes that this market segment
should continue to be strong in calen-
dar 2012. The defense/industrial/medi-
cal segment ticked downward 0.5%
sequentially. Within this segment,
medical and defense salesrose, while
industrial businessfell, mainly driven
by the semiconductor equipment mar-
ket. For fiscal Q1 2012, Sanmina-SCl
isforecasting flat to slightly down for
this segment versusfiscal Q4.

These declines were more than off-
set by sequential gainsin the compa-
ny’ s other two segments. Multimedia
business grew by 12.6%, while enter-
prise computing and storage salesin-
creased by 2.8%. For the December
quarter, the sequential outlook isflat
to slightly down for the former and flat
for the latter.

The company expects a sequential
decline in December quarter revenue
with a projection of $1.5 billion to
$1.6 hillion. Non-GAAP operating
margin and EPS are also expected
drop as the outlook for the quarter
callsfor amargin of 3.2% to 3.6% and
EPS of $0.26 to $0.34. (See also table
onp.1).

Top-11 Results
Yield Two Views

For the 11 largest EM S providers
asawhole, the first nine months of
2011 have been either a great period
for growth or ajust good period. It all
depends on whether one includes the
results of the EM S colossus Hon Hai
Precision I ndustry (aka Foxconn).

Counting Hon Hai, nine-month
salesfor thetop 11 providers totaled
$138.8 hillion, up 20.4% year over
year. With Hon Hai excluded, sales
drop to $57.1 billion, and the growth
rate falls to a more pedestrian 11.7%
(see chart). So Hon Hai adds 8.7 per-
centage pointsto the top-11 growth
rate. Based on this nine-month differ-
ence, thereisanow a possibility that

4

Hon Hai will skew the full-year results
for thetop 11, and by extension, the
entireindustry.

Hon Hai’ s nine-month growth rate
of 27.4% in US dollars took first place
among the top 11 providers. Note that
thisresult received an 11.1 percent-
age-point bump from aweaken-

Together, the 11 providers earned
net income of approximately $2.7 bil-
lionin thefirst nine months for a net
margin around 2%. (Thesefigures are
approximate because not all compa-

Hon Hai's Effect on % Growth of Nine-Month
2011 Sales for the Largest EMS Providers

ing of the US dollar against the
NT dollar. Two other companies
in the group, Jabil and Cal-
Comp Electronics, also achieved
sales growth above 20%. Below  1° 1
the 20% rate but still posting dou-
ble-digit growth were Celestica 10 {
and Flextronics. For two provid-

ers, Benchmark Electronicsand 5 -
Shenzhen Kaifa Technology,
nine-month salesdeclinedinUS ¢

20.4%

11.7%

dollars (table, p. 5).

Top 11 EMS providers
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Top 11 excluding Hon Hai



Q3 and Nine-Month 2011 Results for the 11 Largest EMS Providers (M US$ or %)

out Hon Hai

Compan . . tr.- , 3'11Q2'11 Q3'10 . 1-3 1-3 Q1-3
(in ordgr o>; Head- Reports Q3 11 Q211 thr. Q3 10 Vryr © net © net © net Q18 11 Q'10 ey '1? net ‘l% net
9-mo. sales) quarters inUS$  sales  sales chg. sales - chg. profit profit profit sales sales chg. profit profit
Hon Hai Taiwan No 29,584 27,252 8.6 26,569 11.3 657 450 658 81,731 64,166 27.4 1,599 1,748
(Foxconn)
Flextronics Singapore Yes 8,044 7548 6.6 7,422 8.4 130 132 144 22,451 19,928 12.7 397 323
Jabil Circuit Florida Yes 4,280 4,228 1.2 3,861 10.9 114 105 59 12,437 10,321 205 274 141
Celestica Canada Yes 1,830 1,829 0.0 1,547 18.3 50 46 21 5460 4,650 174 126 63
Sanmina-SCI California Yes 1,697 1674 13 1,688 05 18 7 31 4940 4841 21 38 63
Cal-Comp  Thailand No 1,230 1,098 12.0 1,031 19.3 9 7 16 3,336 2,775 20.2 23 44
Electronics
Shenzhen Kaifa China No 747 689 84 869 -14.0 12 10 12 2,194 2373 -75 28 39
Technology
Benchmark Texas Yes 570 586 -2.6 614 -7.1 20 15 23 1694 1,775 -4.6 49 61
Electronics
Plexus Wisconsin Yes 538 559 -3.8 556 -3.1 18 22 27 1665 1583 52 64 72
Universal Scien- Taiwan No 484 485 -0.2 549 -11.8 17 11 28 1,484 1466 1.2 40 62
tific Industrial
Venture Singapore No 476 507 -6.2 500 -4.9 29 34 36 1,443 1,426 1.2 95 97
Totallavg. 49,481 46,455 6.5 45,206 9.5 ~1,075 ~839 ~1,056 138,835 115,304 20.4 ~2,735 ~2,712
Total/avg. with- 19,897 19,203 3.6 18,636 6.8 ~417 ~388 ~397 57,104 51,137 11.7 ~1,136 ~964

Results in non-U.S. currencies were converted to U.S. dollars by applying a three-month average exchange rate for the corresponding quarter.
Average exchange rates were based on monthly 2010 and 2011 data from the U.S. Federal Reserve. Net profit totals are approximate
because not all companies follow the same accounting standard.

nies use the same accounting stan-
dard.) Net margin did not change when
Hon Hai was excluded. But of the top
11, only three companies — Celestica,
Flextronics and Jabil — succeeded in
increasing their net income from the
year-earlier period.

For the third quarter, top-11 sales
amounted to $49.5 hillion, up 6.5%
sequentially and 9.5% year over year.
On asequentia basis, Q3 salesin US
dollars declined by more than 2% at
three providers, while revenue re-
mained flat or nearly so at two others.
Only Cal-Comp managed to grow its
sales by double digits (table above).

Compared with the year-ago quar-
ter, salesin US dollars rose by double
digitsat four providers, led by Cal-
Comp’s 19.3%. On the other hand,
five companies saw their Q3 sales de-
clinefrom ayear earlier (table).

Collectively, the 11 providers gen-
erated Q3 net income of about $1.1
billion for anet margin of approxi-
mately 2.2%. Without Hon Hai, net

income totaled about $417 million for
anet margin of around 2.1%. | nterest-
ingly, Hon Hai did not have much of
an effect on the group’ s net marginin
Q3 and, as noted earlier, had little or
no margin impact in the first nine
months.

Q3resultsfor five Asia-based
providers

Thetop 11 consists of six US-trad-
ed companies whose Q3 results have
already been covered in the previous
article or last month’ sissue, and five
Asia-based providers who report re-
sultsin non-US currencies. Resultsfor
the remaining five companies are
briefly summarized below in terms of
the companies’ reporting currencies.
See the table above for results convert-
edinto US dollars.

Cal-Comp Electronics. Q3 sales
of 37.1 billion baht increased 11.5%
sequentially and 13.7% year over year.
Nine-month sales of 101 hillion baht
rose 13% from the year-ago period.
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The Thailand-based company said the
nine-month growth was mainly driven
by anincreasein sales from PCBA,
hard disk drive, set-top box and printer
products including performance from
new subsidiaries.

Gross margin for Q3 camein at
2.79%, down from 3.09% in the prior
quarter and 3.85% in the same period
ayear ago. For thefirst nine months,
gross margin sank to 2.97% from
4.05% in the year-earlier period. The
nine-month margin declinemainly re-
sulted from a shift in product mix, and
the company also mentioned the raw
material shortage associated with the
Japanese earthquake in March 2011.

In Q3, Cal-Comp earned a net prof-
it of 261.6 million baht, up 19.6% se-
quentially but down 47.8% year over
year. For the first nine months, net
profit amounted to 692.9 million baht,
down 51.3% from the year-earlier
profit attributable to shareholders.

Hon Hai Precision Industry. For
Talwan’sHon Hai, MMI calculated




consolidated Q3 sales of NT$863.3
billion, up 9.8% sequentially and 2%
year over year. Computed gross mar-
ginfor Q3 camein at 7.05%, down 23
basis points sequentially and 104 basis
points year over year. According to
MMI’ sfigures, Q3 operating margin
was 2.2%, up 19 basis points quarter
to quarter but down 33 basis points
from ayear earlier. As calculated, Q3
net income attributabl e to shareholders
cameto NT$19.2 hillion, up 47.7%
sequentially but down 8.6% year over
year. Q3 net margin attributable to
stockholders equaled 2.22%, up 57
basis points sequentially but down 26
basis points year over year.

For the first nine months, sales
grew 16.3% year over year to
NT$2.38 trillion, while net income
attributable to shareholders declined
16.4% from ayear earlier to NT$46.6
billion. Gross margin for nine months
was 7.19%, down 106 basis points
year over year, and operating margin
stood at 2%, 101 basis points lower
than in the same period ayear ago.
Shareholders’ net margin was reported
at 1.96%, 76 basis points below the
year-ago level. Diluted EPS for the
first three quarters was NT$4.26,
down 17.9% year over year.

Hon Hai does not break down its
sales by the businesses it operates, but
MMI continuesto believe that EMS
work still accounts for the mgjority of
itsrevenue.

Shenzhen Kaifa Technology. Q3
salesfor this Chinese company totaled
4.8 hillion yuan, up 7.1% sequentially
but down 18.5% year over year. The
company earned Q3 net income of
77.6 million yuan, up 22% sequential-
ly though down 6.5% year over year.
Net margin for the quarter amounted
to 1.62%, up 20 basis points from the
prior quarter and 21 basis points from
ayear earlier.

For the first three quarters, the
company generated sales of 14.3 bil-
lion yuan, representing a decline of
11.7% from the year-earlier period.
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Net income for the first nine months
was 184.5 million yuan, down 29.9%
year over year.

Universal Scientific Industrial.
Taiwan-based US|, awholly owned
subsidiary of publicly held Advanced
Semiconductor Engineering, took in
Q3 revenue of NT$14.1 billion, up
0.9% sequentially but down 19.3%
year over year. Communications prod-
ucts contributed 33% of USI’s sales,
down one percentage point from the
prior quarter. Computing products rep-
resented 21% of EM S sales, which
remained the same asin Q2. Consumer
products made up 20% of revenue,
down one percentage point from the
previous quarter. Industrial products
were 16% of sales, up by two percent-
age points from Q2. Finally, car prod-
ucts amounted to 10% of sales,
unchanged from the prior quarter.

In Q3, gross margin for EMS oper-
ationscamein at 12.2%, up 140 basis
points sequentially and 20 basis points
year over year. Operating margin for
the quarter was 4.3%, up 130 basis
points sequentially though down 120
basis points year over year. US|
earned Q3 net income (before minority
interests) of NT$496 million, up 53%
from the prior quarter but down 45%
from the year-ago period. Net margin
for Q3 equaled 3.5% versus 2.3%in
Q2 and 5.2% ayear earlier.

For the first nine months, sales of
NT$43.2 billion, declined 7.5% from a
year ago, while net income of NT$1.2
billion fell 41.5%.

Venture. The Singapore-based pro-
vider recorded Q3 revenue of S$583.6
million, down 7.2% sequentially and
13.9% year over year. The latter de-
clinewas largely attributed to US dol-
lar depreciation against the Singapore
dollar of about 11% year on year. For
Q83, Venture reported year-on-year
volume growth in its Computer Pe-
ripherals & Data Storage, Retail Store
Solutions & Industrial Products, and
Test & Measurement/Medical/Others
segments. However, this growth was

not enough to offset the volume de-
clinein the Networking & Communi-
cationsand Printing & Imaging areas.

For Q3, the company turned in a
net profit attributable to shareholders
of S$35.4 million, down 15.6% se-
quentialy and 27.2% year over year.
Shareholders’ net margin was 6.07%,
down 60 basis points from Q2 and 110
basis points from Q3 ayear ago. Dilut-
ed EPSin Q3 cameto 12.9 cents com-
pared with 15.3 centsin the prior
guarter and 17.7 centsin the same pe-
riod ayear ago.

For the first three quarters, revenue
totaled S$1.8 billion, down 8.7% year
over year, as net income amounted to
S$118.5 million, for adecline of
11.5%.

News

OnCore Enters China

Top 50 EMS provider OnCore
Manufacturing Services (San Jose,
CA) has established apresencein
Chinawith itsacquisition of Alta
ElectronicsInternational, an EMS
operation in Suzhou, China.

“The new facility will provide engi-
neering and manufacturing services of
advanced electronics for our US cus-
tomersthat require an entrée into the
Chinamarket or whose products bene-
fit from being sourced in China,” said
Daniel Perez, president and CEO of
OnCore. He added, “ Suzhou is akey
part of our customer-driven strategy of
providing them with the capabilities
and geographic footprint they de-
mand.”

“Becoming part of the OnCore fam-
ily will provide our existing customers
with a broader range of product com-
mercialization services,” said Ming Li,
president and GM of OnCore China.
The Suzhou facility’ s customersin-
clude those serving theindustrial,
semiconductor and advanced commu-
nications markets.

OnCore€'s Suzhou plant, the compa-
ny’sfirst Asian facility, joins opera-
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tionsin Massachusetts, Colorado, Cal-
iforniaand Mexico. The company has
told MMI that it plansto expand into
Europe aswell.

Thisisthe second acquisition made
by OnCore thisyear (Aug., p. 8).

Creation Bolsters
Design Services

Creation Technologies (Burnaby,
BC, Canada), atop-25 EMS provider
in 2010, has acquired the design, prod-
uct development and manufacturing
group of Quest Product Develop-
ment (Arvada, CO).

Creation will mergeitsexisting de-
sign engineers, located in Milwaukee,
WI, with those of Quest to form Cre-
ation Technologies Design Services.
Thisunit will employ about 30 design
engineers and provide product devel-
opment servicesin various disciplines
aswell as project planning, verifica
tion, validation and prototyping. Mark
Stephenson, COO of Quest Product
Development, will lead the new unit.

“The Quest people and their capa-
bilitieswill significantly enhancethe
design, product development and pro-
totyping services we can offer our cur-
rent and future customers. We are
particularly excited about Quest’s ac-
knowledged experience in medical
product design. This capability will
provide asignificant service offering
to our growing medical customer
base,” said Arthur Tymos, Creation’s
president and CEO.

Quest Technologies Group, a sepa-
rate unit of Quest Product Develop-
ment, was not part of the acquisition.

Another deal done...Nordica Cap-
ital Partners has purchased EMS pro-
vider HPI Electronics & Cables
(Korsar, Denmark) out of bankruptcy.
Many of its approximately 75 former
employeeswill be reinstated.

Alliances...Publicly held SII X (Os-
aka, Japan), which ranked 13th in the

MMI Top 50 for 2010, and privately
owned AyrshireElectronics (Louis-
ville, KY), another EM S provider,
have formed a business alliance. With
the alliance, both companies can pro-
vide what they describe as seamless
worldwide serviceto their respective
customers through the assets and capa-
bilities of each company. Thealiance
allows Sl1X to enhance and expand its
serviceto its North American custom-
ers, while the partnership enables Ayr-
shireto follow and serve its customers
around the globe. “Furthermore, we
expect the alliance to expand Ayr-
shire's scope of opportunitieswith
new customers seeking aUS control
point for outsourced manufacturing
worldwide,” stated Ayrshire chairman
and CEO Milo Bryant. Thedlianceis
fully functional and has been in effect
since March....EMS provider ESCA-
TEC (Penang, Malaysia) has entered
into a partnership with GMMI Tex-
chem (Penang, Malaysia), amanufac-
turer of single-use medical devices
including molded or extruded plastic
components. The companies say that
the combined skill set of thisalliance
creates a one-stop shop for the design
and manufacture of medical electronic
devices and disposable parts from ini-
tial research and design through to vol-
ume production.

Update on Thailand floods...MMI
hasidentified another EM Sfacility
affected by the flooding in Thailand
besides the operations covered in last
month’ sissue on pages 1-2. Because
of severe flooding, production at
CTS' sEMS plant near Bangkok has
been suspended since the second week
of October, and the facility is expected
to remain closed for about 10 to 12
weeks. |n the meantime, productionis
being transferred from Bangkok to
other CTSfacilitiesto meet customer
demand. The company does not expect
any material impact from the floods on
itsfinancials....Asof Oct. 28, Cal-
Comp Electronics factoriesin Sam-

Manufacturing Market Insider, November 2011

uthsakorn and Petchaburi provinces
were still safe from the floods. But the
flooding has affected some of the com-
pany’s suppliers and customers, result-
ing in shipping schedule delays. The
company has estimated an impact of
about 5 to 15% on its Q4 output. Also,
the Thailand operations of its plastics
subsidiary Avaplas, which were tem-
porarily halted, are scheduled to re-
sume gradually starting on Nov.
25....Benchmark Electronics (Angle-
ton, TX) has reported that it restarted
itsidle Korat, Thailand, facility ina
record time of two weeks. The compa-
ny isusing the Korat facility to take
over some of the production of its
flooded main plant in Ayutthaya.

Some new business...Hon Hai Pre-
cision Industry (Tucheng City, Tai-
wan) will join Quanta Computer as
an ODM supplier of Amazon’s 7-in.
Kindle Fire tablet, Digitimes reported.
Hon Hal is said to have won orders for
the next-generation Kindle Fire aswell
(Oct., p. 6)....Karbon Kinetics (Lon-
don, UK) has selected Flextronics
(Singapore) asits contract manufactur-
er for the Gocycle, an electric bicycle.
Flextronics will take over manufactur-
ing sourcing and logistics, assembly
and ultimately quality control for the
product at the provider’s operationsin
Hungary. What's more, Flextronicsis
currently producing the Enertia, an
electric motorcycle devel oped by
Brammo (Ashland, OR), in Sarvar,
Hungary, and is about to begin supply-
ing Brammo battery packs from Frick-
enhausen, Germany....Under anewly
signed memorandum of understanding,
Ceramic Fuel CellsLimited (Noble
Park, Victoria, Australia) and Jabil
Circuit (St. Petersburg, FL) will work
together toward scaling up the manu-
facturing of CFCL’s Gennex fuel cell
module and BlueGen electricity gener-
ation product. In the first phase of the
program, CFCL will source selected
components from Jabil’ s manufactur-
ing operations. Plans call for Jabil to
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ultimately assembl e finished products
for CFCL....Edgewater Wireless (Ot-
tawa, Canada) has awarded SMTC
(Markham, Ontario, Canada) a manu-
facturing contract to support volume
production of Edgewater Wireless
family of wireless access point devic-
es. SMTC's Canadian facility will han-
dle this program. Under another new
contract, SMTC will manufacture a
disinfection system for Medizone I n-
ternational (Sausalito, CA). Produc-
tion will also take placein Canada, at
leastinitially. Finally, SMTC hasland-
ed a contract from Recon I nstru-
mentsto manufacture what are billed
astheworld’sfirst GPS and sensor-
enabled Micro Optics Displaysfor
alpine goggles. For this program,
SMTC will utilize package-on-pack-
age manufacturing process technol ogy
at its Chihuahua, Mexico, plant....In
San Marcos, CA, OnCore Manufactur-
ing Serviceswill produce aline of
console serversfor Lantronix (Irvine,
CA), which will move the manufactur-
ing of these remote I T management
products, intended for the North
American market, from Penang, Ma-
laysia, to the US. Lantronix, aglobal
provider of smart connectivity solu-
tions, said it istaking thisactionin
order to improve responsiveness to
fluctuationsin customer demand,
shorten lead time, and mitigate rising
freight costs. The move will also make
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it easier for Lantronix to source prod-
uctsthat comply with the Buy Ameri-
can Act....According to published
reports from India, QUAD Electron-
ics Solutions, an Indian EM'S compa-
ny, is manufacturing the Aakash,
reputedly the world’ s cheapest tablet,
in Hyderabad, India.

Company news...EMS provider
OEM Worldwide (Watertown, SD)
has changed its nameto Onyx EM S,
According to the company, its new
name reflectsits growth strategies and
evolution into new industries.

People on the move...Cary Fu,
CEO and co-founder of Benchmark
Electronics, has decided to step down.
GaylaDelly, president of the compa-
ny, will succeed Fu as CEO effective
Jan. 1, 2012. He will continue to serve
as chairman of the board through the
end of 2012 and has agreed to provide
consulting servicesto Benchmark
through 2014. This month, Delly
joined the company’ s board....Jane
Todd has resigned from her position as
senior VP, finance, and CFO at
SMTC. The company said she decided
to leave SMTC to focus on her
family....Fabrinet, whose manufac-
turing headquarters are in Thailand,
has expanded its international business
development team with the hiring of
Richard Vincent as VP of North
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American business development and
Greg Reny as senior director of busi-
ness development. Most recently, Vin-
cent served as VP of ODM business
development at Hon Hai. Reny joined
Fabrinet from Flextronics, where he
was director of business development
for theindustrial market....Rob Snyder
has joined The Morey Corporation
(Woodridge, IL) as VP of operations.
Before his most recent role as a con-
sultant, Snyder served as VP of opera-
tions for American Air Filter
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