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Global Electronics Gro

Announcements

Kimball Electronics
has acquired

Aircom Manufacturing
(July-16)

STMicroelectronics has
acquired the NFC and

RFID reader assets of

ams AG (July-16)

Foxconn has acquired
Smart Technologies
(September-16)

IMI has acquired
VIA Optronics
(September-16)
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Q3 2016 Summary

There were four completed transactions in
Q3 2016. As displayed below, the four
transactions represent a decrease in recent
M&A activity compared to the six transactions
recorded in the previous quarter. On a
comparative basis, this represents a decrease
from the 10 transactions reported in Q3 2015.

EMS consolidations were down from the last
quarter, representing one transaction in Q3
2016 compared to two transactions in Q2
2016. On a comparative basis, this is down
from the four EMS  consolidations
reported in Q3 2015. There were two
transactions categorized as vertical/horizontal
convergences in Q3 2016, representing the
same level of activity in Q2 2016 and a
decrease on a comparative basis from the five
vertical/horizontal convergences reported in
Q3 2015. Additionally, there was one reported
OEM divestiture in Q3 2016. No transactions

B _completed EMS Transactions

Q3 2016

categorized as private equity investments,
diversification into EMS or EMS divestitures
occurred in Q3 2016.

There were two cross-border transactions in
Q3 2016 (50% of the total transactions),
down from three transactions in the previous
quarter. On a comparative basis, two cross-
border transactions also occurred in the same
quarter of 2015. One transaction occurred
within North America (25% of the total) in
Q3 2016, down from two in the previous
quarter. There was also one transaction
reported within Europe in Q3 2016, which
reflects the same level of M&A activity as the
previous quarter. There were no transactions
in Asia this quarter.

Transactions by size for the quarter were split
evenly between the Large and Mid tier, with
each tier recording two transactions. The
Small tier did not record a transaction.

12
»
§ w
s
5 s
S
S5 6
3
4
§
=
2
0
03-14 04-14 01-15 02-15 03-15 04-15 01-16 02-16 03-16
B _ouarterly Comparison—EMS M&A by Deal Type
” 8
s 7
S 6
*
§ s
Yy 4
Q
S 3
g =z
1 n
, 1R |
04-15 01-16 02-16 03-16

u EMS Consolidations
EMS Divestitures

OEM Divestitures

Vertical/Horizontal Convergences

Private Equity Investments

EMS DealReader | 2


http://www.lincolninternational.com/contact/industry-service-group-leadership/electronics/

EMS Size Guide

= Large (Tier I)
Greater than

$3 billion

= Mid (Tier 1)
$300 million to
$3 billion

= Small (Tier 111)
Below $300 million

Sources: All information contained in
this newsletter including the charts
was obtained from company
websites, Lincoin International’s
internal data, Manufacturing Market
Insider and Capital 1Q.
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. Quarterly Comparison—EMS M&A by Geography
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Note: “High/High” indicates cross-border transactions between Japan, Taiwan, Western Europe and U.S./Canada;
“High/Low” indlicates cross-border transactions between high-cost regions and low-cost regions.

. Q3 2016 Mergers and Acquisitions by Size
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Mid

An Analysis of Growth Trends Affecting the

EMS Industry

EMS industry revenue decreased by 1.8% in
2015, following the 23.9% increase exhibited
in 2014.

As shown in the chart on the following page,
overall LTM Q3 revenue has increased slightly
for Large and Small tier EMS providers, but
decreased slightly for those in the Mid tier.
Large tier EMS providers’ revenue increased
1.9% on an LTM Q3 2016 basis versus an
increase of 2.0% in LTM Q3 2015. The Mid
tier has shown weaker performance with LTM
Q3 revenue decreasing 0.7% relative to an
increase of 13.0% for the same period during
2015. Small tier EMS companies experienced
an increase of 1.1% in the LTM Q3 2016
period compared to flat revenue for the same
period during 2015.

In the most recent industry forecast, the
communications segment is expected to
exhibit the most significant growth within the
EMS industry over the next five years. This
communications segment is expected to grow
at a CAGR of 7.7% from 2015 to 2020. The
medical and industrial segments are also
expected to show strong growth, with CAGRs

of 6.6% and 6.0%, respectively, over the
next five years. Also anticipating strong
growth are the automotive and commercial
aviation segments with expected CAGRs of
5.8% and 5.1%, respectively, through 2020.
Overall, the global EMS market is expected to
grow 5.4% annually from a $330 billion
market in 2015 to a $430 billion market in
2020.

The continued trend of OEM customers
requiring their suppliers to manufacture
products near the regions where they are
being sold is stronger than ever. Some high-
volume products, such as consumer devices,
require OEMs to utilize the lowest cost
manufacturing and tend to prefer Asia for
their manufacturing needs. However, due to
increasing labor costs in Asia and the logistics
costs associated with larger and more
complex products, offshore manufacturing
has been less of a focus for certain higher
margin products. Offshoring will still take
place, according to New Venture Research’s
forecasts, but it will be at a more moderate
pace.
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. Year-Over-Year Revenue Growth by Tier
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Note: Chart represents companies from Lincoln’s quarterly Stock Index

. Global EMS Market by Industry Segment

2015 2020
Revenue Revenue
i - % . . % CAGR
(% in millions) ($ in millions)
Automotive $11,459 3.4% $15,217 3.5% 5.8%
Communications $127,498 38.3% $184,842 42.7% 7.7%
Computer $88,438 26.6% $97,113 22.4% 1.9%
Consumer $47,738 14.4% $59,741 13.8% 4.6%
Industrial $30,374 9.1% $40,637 9.4% 6.0%
Medical $15,800 4.8% $21,722 5.0% 6.6%
Commercial Aviation $5,763 1.7% $7,404 1.7% 5.1%
Defense / Other $5,537 1.7% $6,620 1.5% 3.6%
Total $332,606 100.0% $433,295 100.0% 5.4%

Source: New Venture Research, 2016
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Global Industry
Groups

Aerospace & Defense
Automotive & Truck
Building &
Infrastructure
Business Services
Chemicals
Consumer
Distribution
Electronics

Energy & Power
Financial Institutions
Food & Beverage
Healthcare
Industrials
Packaging
Technology & Media

Global Locations
Amsterdam
Beijing
Chicago
Dallas
Frankfurt
London

Los Angeles
Madrid
Milan
Moscow
Mumbai
Munich
New York
Paris

Sédo Paulo
Tokyo
Vienna
Zurich

Advisory Services
Mergers & Acquisitions
Debt Advisory

Special Situations

JV & Partnering
Valuations & Opinions
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About Lincoln International

Lincoln International specializes in merger and acquisition advisory services, debt advisory
services, private capital raising and restructuring advice on mid-market transactions.

Lincoln International also provides fairness opinions, valuations and pension advisory services on
a wide range of transaction sizes. With sixteen offices in the Americas, Asia and Europe, Lincoln
International has strong local knowledge and contacts in key global economies. The firm provides
clients with senior-level attention, in-depth industry expertise and integrated resources. By being
focused and independent, Lincoln International serves its clients without conflicts of interest.
More information about Lincoln International can be obtained at www.lincolninternational.com.

Lincoln’s Global Electronics Group

North America South America

Jack Calderon

Managing Director (Chicago)
+1-312-580-6289
jcalderon@lincolninternational.com

James Sinclair

Managing Director and President - Brazil (S&o Paulo)
+55-11-2166-8835
jsinclair@lincolninternational.com

Chaim Lubin

Director (Chicago)
+1-312-506-2753
clubin@lincolninternational.com

Europe

Mark Barrow

Managing Director (London)
+44-0-20-7022-9880
mbarrow@lincolninternational.com

Patrick McGrath
Vice President (Chicago)
+1-312-506-2727

pmcgrath@lincolninternational.com @yvind Bjordal

Managing Director (Zurich)
+41-79-402-80-40
R o.bjordal@lincolninternational.ch
Asia
Géraud Estrangin
Managing Director (Paris)
+33-0-1-53-53-18-18
g.estrangin@lincolninternational.fr

Tetsuya Fujii
Managing Director and President - Japan (Tokyo)
+813-5549-7680

tfujii@lincolninternational.com .
Richard Floto

Managing Director (Frankfurt)
+49-69-97-105-400
r.floto@lincolninternational.de

T.N. Giridhar

Managing Director and President - India (Mumbai)

+91-22-4067-0300

tngiridhar@lincolninternational.com i B
Eric Wijs

Joe Chang Managing Director (Amsterdam)

Managing Director and CEO - China (Beijing) +31-20-7670-310

+86-10-6468-6458 e.wijs@lincolninternational.nl

jchang@lincolninternational.com
Rommel Franco

Director (Madrid)
+34-91-129-4996
r.franco@lincolninternational.es

Disclaimer

This document contains significant assumptions and has been prepared based on publicly available information, or additional
information supplied by the owners and/or managers of the company(ies) described in this document, which has not been
independently verified. Accuracy and completeness of the information provided has been presumed and, therefore, its
content may or may not be accurate and complete. No representation or warranty, either express or implied, is provided in
relation to the accuracy, completeness or reliability of the information or statements made in this document and Lincoln
International, its affiliates, directors, officers, employees and representatives expressly disclaim any and all liability with
regards thereto. This document has been prepared for informational purposes only, is not a research report (as such term is
defined by applicable law and regulations) and is not to be relied on by any person for any purpose. In addition, it is not to
be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in
any particular trading strategy. No part of this material may be copied or duplicated in any form, or redistributed, without the
prior written consent of Lincoln International.

EMS DealReader | 5


http://www.lincolninternational.com/contact/industry-service-group-leadership/electronics/http:/www.lincolninternational.com/contact/industry-service-group-leadership/electronics/
http://www.lincolninternational.com/
http://www.lincolninternational.com/contact/industry-service-group-leadership/electronics/
http://www.lincolninternational.com/industries/aerospace-and-defense/
http://www.lincolninternational.com/industries/automotive-and-truck/
http://www.lincolninternational.com/industries/building-and-infrastructure/
http://www.lincolninternational.com/industries/building-and-infrastructure/
http://www.lincolninternational.com/industries/business-services/
http://www.lincolninternational.com/industries/chemicals/
http://www.lincolninternational.com/industries/consumer/
http://www.lincolninternational.com/industries/distribution/
http://www.lincolninternational.com/industries/electronics/
http://www.lincolninternational.com/industries/energy-and-power/
http://www.lincolninternational.com/industries/financial-institutions/
http://www.lincolninternational.com/industries/food-beverage/
http://www.lincolninternational.com/industries/healthcare/
http://www.lincolninternational.com/industries/industrials/
http://www.lincolninternational.com/industries/packaging/
http://www.lincolninternational.com/industries/technology/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/asia/
http://www.lincolninternational.com/contact/global-locations/north-america/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/north-america/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/asia/
http://www.lincolninternational.com/contact/global-locations/north-america/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/south-america/
http://www.lincolninternational.com/contact/global-locations/asia/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/contact/global-locations/europe/
http://www.lincolninternational.com/services/ma/
http://www.lincolninternational.com/services/debt-advisory/
http://www.lincolninternational.com/services/restructuring/
http://www.lincolninternational.com/services/valuations-and-opinions/

