PROGNOSTICATIONS - 2006 TO 2008

Prognostications

- 2006 to 2008 —

hanks to higher interest rates and
I other inflation-controlling efforts
the world’s economies appear to
be heading toward a ‘soft landing’ in 2007
(Chart 1). Barring some global catastrophe
no recession is on the horizon - just slower
GDP growth.

In the USA electronic equipment orders
and shipments are still on an upward
trajectory (Chart 2) while Japan (Chart 3)
remains relatively flat (after correcting for
its strong, recurring monthly fluctuations.
As we move into the consumer
electronics driven autumn busy season the
Taiwanese ODM companies (with major
manufacturing in China) had a flat August
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(Chart 3) but I assume will report much
stronger sales in September. As leading
indicators to SE Asian ODM activity,
Taiwan motherboard (Chart 4) and display
(Chart 5) producers saw revenues jump in
August.

From a supply chain viewpoint
(Chart 6), N America printed circuit
boards and PCB process equipment have
been outgrowing end market demand
- signaling a likely downward correction.
It appears that PCB growth is slowing but
that the process equipment correction may
lag by 1-2 quarters.

Based upon Custer Consulting Group’s
world PCB shipment model (constructed

Jon and Walt Custer

from Japanese, Taiwanese/Chinese and

N. American monthly PCB data, European
monthly chip shipments and then ‘scaled’
to Henderson Ventures global annual
totals) it appears that 2006 has been a flat
year after strong growth in 2005 (Chart
8). Of course the fall busy season has

not yet kicked in but we did not see last
year’s summer growth spurt. World PCB
shipments have also been outgrowing
global semiconductor shipments (Chart 9)
- a further sign of a coming correction.
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Based upon historical data for 2002-4,
the IPC benchmark study for 2005 and
present and anticipated PCB growth rates
by region for 2006 & 2007, Chart 10
summarizes my outlook on coming world
PCB production. Chart 11 converts this

forecast to a PCB global pie chart for 2006.

Asia (including Japan) has a share greater
than 80%.

Looking forward into 2008, Chart 12
provides Henderson Ventures Outlook for
global electronic equipment growth by
region. Slower growth; no recession.

General business conditions
Automotive EMS companies in N
America will grow from about $1 billion
in 2005 to $3.1 billion in 2010 - Frost and
Sullivan.

Worldwide annual PC shipments will
increase 10.5% YoY to 233.7 million units
in 2006 but revenue is expected to decline
2.5% YoY to $198.3 billion - Gartner.

Global chip equipment July sales were
$3.91 billion, a 41.6% increase YoY with

Taiwan Motherboard Vendor Sales
Composite of 22 Large Manufacturers

illions)

over 50% sales growth in both South
Korea and Taiwan.

China has begun mass production of
its new 64-bit CPU chip codenamed
Longxin IIE which is comparable to Intel’s
Pentium 4.

PCB price increases are expected to
continue in 4Q’06 as suppliers attempt to
offset the impact of higher material costs
and the fall ‘busy season’ tightens supplies.

Flexible Circuit Technology released
its completely updated Third Edition with
a free download. Contact Joe Fjelstad
(j_fielstad@sipipe.com) for details.

The printable electronics industry will
reach $12.1 billion in 2011 and printable
backplanes will grow to $1.1 billion said a
new NanoMarkets report.

EMS & related assembly activity
AL Electronic AS (Estonian EMS-
provider) promoted Robert Backman to
CEQO and in September added a new SMT
line to its new Tallinn, Estonia, plant.
Asustek Computer invested another 2

billion twd to a total of 7.16 billion twd

into Askey Computer.

Asustek is integrating handset subsidiary,

ASmobile Communication, by year-end.

Asustek-Gigabyte’s merger is reportedly to

be named Gigabyte Union.

AWS Electronics Group, a Newcastle-

under-Lyme Staffordshire CEM, acquired

rival Jantec Electronic Services of

Bedfordshire.

Benchmark Electronics appointed

Michael Dawson to its board of directors.

Diamond Flower International stated it

has no plans to leave the motherboard

market.

ECS’s acquisition of Uniwill Computer

received shareholder approval on August

28, 2006.

Efore Group appointed Hannu Lehtomiki

General Manager and VP of Efore AS

Operations and Supply Center in Estonia.

Elcoteq:

e appointed Phil Brown president of
Americas.

¢ hired Richard ‘Rick’ Appleby as Director

U.S. Electronic Equipment, N. American
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of Americas operations. Rick was the

former VP of N American

Manufacturing for Foxconn.

signed an EMS agreement to provide

filter supplies to Andrew Corporation

in Europe and N America and acquire

Andrew’s facility in Arad, Romania.

Hungary received OHSAS 18001:1999

certification for international

occupational health and safety
management.

e Tallin received a Good Enterprise Award
for providing a working environment in
Estonia for disabled people.

Eucon will complete its 300,000 SF

capacity expansion in 4(’06.

Flextronics:

e acquired LCD manufacturer
International DisplayWorks in a
stock-for-stock merger with an aggregate
value of $300 million.

e signed a wafer-level assembly technology
license with Tessera enabling Flextronics
to use Tessera’s SHELLCASE CF
technology across its entire camera

module line.

appointed Yusuke Kojima President

of Japan operations.

completed the sale of its Software

Development and Solutions Business

to Kohlberg Kravis Roberts & Co.

sees second-quarter pre-tax charges of

$90 million to $95 million for the

disposal of both company owned and
leased real estate.

Foxconn (Chart 13):

e acquired 30,009,000 shares of flexible
PCB affiliate Foxconn Advanced
Technology for US$1/share.

o will invest US$19.5 million in its China
subsidiary Foxconn Precision Electronics
(Taiyuan) for manufacturing and
marketing of handsets and components.

e plans on investing US$110 million to
build six manufacturing facilities in
India in the next five years. It also
expects a trial run of its new handset
plant to ready by the end of 2006.

Foxconn subsidiary, Hong Fu Jin
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e was told by the Chinese government
to set up a union at the Shenzhen plant
after Chinese journalists alleged that it
mistreated its employees.
purchased a 67,000-square-meter plot
of land in Shenzhen, China for US$54.2
million to build housing units for its
employees.
Hon Hai acquired a 30% stake in Sunfar
Computer.
Jabil (Chart 14):
® broke ground for its new USD $70
million, 400,000 SF facility in Chennai,
India, which is expected to be partially
operational in early 2007.
e expects to record $120.2M in
restructuring charge in 4Q06.
® expects to raise its employee strength
to 10,000 in the next few years and
is targeting revenue of $1 billion from
manufacturing in India alone.
Jaltek Group and Swedish EMS provider
NOTE AB terminated their strategic
alliance agreement.
Kitron ASA promoted Erling Svela to CFO.

Rigid & Flex PCB Production by
Geographical Area
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LaBarge:

o received a $5.5 million contract from

Northrop Grumman to provide

electronic components for the F-16

radar system.

signed a multi-year CEM contract to

produce electromechanical equipment

used to manufacture glass containers for

Owens-Illinois.

Lite-On Technology is laying off 10% of

its employees in Taiwan due to increased

automation of operations and a shift of

production to China.

Micro Star International will build a

motherboard factory in Brazil.

Minnetronix completed its new 23,600 SF

addition to its medical device facility in St.

Paul, MN.

PartnerTech:

¢ has been shifting production from its

Atvidaberg, Sweden, plant to its plant

in Sieradz, Poland, resulting in a personal

reduction of 70 workers.

is expanding production capacity by

50% in Sieradz, Poland, and building

a 7,000 square meter plant in Vaanta,

Finland.

acquired UK PCB assembler and box

builder, The Hansatech Group and its

facilities in Cambridge, King’s Lynn

and Poole.

Perlos (Finland based EMS-provider)

expects to lose EUR 20 million

in forecasted sales in the Q4 and

approximately EUR 30 million in account

receivables and inventories due to BenQQ

Mobile’s insolvency.

Plexus purchased a 364,000 SF plant

in Penang, Malaysia, and will spend an

additional $38.0 million to further expand

offices, laboratories and equipment.

Sanmina-SCI:

e entered an outsourcing agreement to
manufacture Enablence Technologies’

triplexer and diplexer product lines.

* will restate nearly four years of financial
results due to stock options’ backdating.

Sibex, a CEM in Safety Harbor, Florida,

purchased bankrupt Futronix for $1.38-

million.

Siix EMS Slovakia is investing 700 million

yen to expand its flat-panel television

PCB lines to seven at its EMS factory in

Slovakia. It already expanded its EMS

plants in Thailand, China and Indonesia

this year.

SMTC increased its Wachovia credit

facility from $40 million to $45 million

to provide financial flexibility to support

quarter to quarter variations in working

capital requirements.

Solectron:

e acquired Sun Microsystems’ StorageTek
manufacturing facility in Puerto Rico as
part of a multi-year agreement in which
Solectron will manufacture Sun’s legacy
StorageTek product line.

e entered a CEM alliance with Atek
Medical Manufacturing to serve the
needs of medical supply companies.

Suntron is transferring manufacturing from

its Midwest EMS business unit in Olathe,

Kansas, to other facilities resulting in a

personnel reduction of 190 workers.

Taiwan Surface Mounting Technology

is looking to acquire 19 SMT production

lines (former Quanta Display LCD module

plant in Shanghai) from AU Optronics

Three-Five has entered a chapter 11

bankruptcy reorganization plan.

TT Electronics will close its Blyth factory

in December and transfer operations to its

existing sites in South Wales and Malaysia.

Vogt electronic Witten, Deutschland’s

name was changed to Wittronic after being

taken over by Adcuram Industriekapital.

VTech expects its high-margin contract

manufacturing business to account for 33%

Foxconn Electronics (Hon Hai), Taiwan
Revenue, Net Income & Inventory

NT$ (Billions)

$ Millions

"Lowering expectations for the balance of fiscal 2006 is a
i i We expect a limited number of i

of total sales in the next 2-3 years.
Winland Electronics’ chairman of the
board, S. Robert Dessalet, passed away on
September 12, 2006.

Materials & process equipment

Arrow Electronics:

e promoted Michael Long to president of
Arrow Global Components.

¢ named Philippe Combes president and
Germano Fanelli chairman of Arrow
EMEASA.

DEK:

e appointed Karen Moore-Watts Global
Marcom director.

¢ was named exclusive distributor for
MicroStencil in Asia and the Americas.

Emcore completed its $16 million sale of

its electronic materials division to IQE.

Henkel named Jason Brandi global product

manager for Phase Change and Thermal

Adhesives.

Isola:

e celebrated the completion of its new
energy self-generation station that
reduces gas consumption by approx 40%
at its Duren Germany facility.

¢ invested $6.6 million to upgrade
laminate capacity by 1.3 million SF/
month at its Singapore Facility. Upgrades
included a new multilayer material press
line with an Aiki automated build up
system.

e raised prices in N America $0.06/SF for
prepreg and $0.20/SF increase for
laminate on October 1, 2006

Juki Automation Systems shipped a record

345 assembly systems and dispensers in

August and celebrated the shipment of the

15,000th machine in spring 2006.

Mydata AB elected Bengt Broman its new

CEQ after Marten Lundberg quit to pursue

other opportunities.

Continued on page 22.

Jabil Circuit Inc
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Continued from page 21.

Rohm and Haas:

¢ opened a $60 million R&D center in
Zhangjiang Hi-Tech Park, Pudong New
Area, Shanghai.

o will invest $150-200 million in China
over the next 4-5 years. It sees one-third
of total sales coming from Asia by 2010.

Taiwan’s CCL makers raised their quotes

by 10-15% in September to compensate for

rising copper costs.

Walt Custer is an independent consultant
who monitors and offers a daily news service
and market reports on the PCB and assembly
automation and semiconductor industries. He
can be contacted at: walt@custerconsulting.com
or visit www.custerconsulting.com

Jon Custer-Topai is vice president of Custer
Consulting Group and responsible for the
corporation’s market research and news
analysis activities. Jon is a member of the
IPC and active in the Technology Marketing
Research Council. He can be contacted at
jon@custerconsulting.com

Continued from page 17.

respective system before making the

final purchase decision. After a short-list

selection as described above, test program
creation and test runs should be executed
on an established production PCB.

No one should assume it’s easy to
select the right AOI system - but after
considering all important criteria one may
find that not all roads lead to Rome but to
an appropriate test system vendor.

Graduate engineer Jens Kokott, 41,

has studied instrument and precision
engineering and business studies at the
Friedrich-Schiller-University in Jena/ Germany
and the Open University Hagen/ Germany,
respectively. From 1991 t01992 he

worked as assistant lecturer at the Jena
University. Since 1992 Jens Kokott has been
working for GOPEL electronic GmbH as
team manager AQI systems.

umicore

Technical Materials

MicrobondGecko - say
good-bye to soldering and

welcome to power sticking

Lead-free Die-Attach Adhesive
for Power Electronics

Umicore AG & Co. KG
Microbond - EPM

Hanau - Singapore - Raleigh

www.microbond.eu

“Today, all electronic components are lead-free”.
Really all? No!

Because of the thermal stress to which power
components are subjected, high-lead-content
solder pastes continue to be used to create
Die-Attach bonds.

But the lead-free future of component manufactu-
ring has arrived: MicrobondGecko.

The new, conductive adhesive was developed by
Umicore and is unique to the market. Now every
electronic systemis truly lead-free - No exceptions
and across every temperature range.

And the best thing about MicrobondGecko is: You
don’t need to change anything!

All the commonly used manufacturing equipment
and test procedures continue to function in the
accustomed ways after the changeover. This is
because, aside from the product properties, one of
Umicore’s primary concerns during development
was the problem-free integration of the new
adhesive into existing processes. Our motto was:
solder pastes out, MicrobondGecko in, continue
running!

MoicrobondGecko - welcome power sticking!
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