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* Industry sentiment in the electronics sector improved marginally in October after a sharp decline in September.
Improvements in demand and costs combined to help lift sentiment.

> Industry Demand Rebounds From Record-Low Levels

= The Demand Index rose 1.3% in October, but demand sentiment remains muted for the second consecutive month.
The Backlog Index, already in contraction, dropped another 2 points to its lowest level in a year. Capacity Utilization
fell into contractionary territory, while the New Orders Index remained there for the second consecutive month. The
Shipment Index rose from an all-time low last month, bouncing back into expansionary territory.

> Cost Pressures Recede to New Low

= Both the Material Costs Index and the Labor Costs Index declined this month, reaching new lows. Despite this
decline, the majority of firms continue to report rising material and labor costs.

> Industry Outlook Remains Positive in October Despite Cooling Demand Sentiment

= The electronics sector's outlook remains positive, but demand sentiment declined further in October. Despite some
easing in cost pressures, the outlook for costs actually increased in October as more manufacturers reported an
expectation for higher labor costs in the coming months.

> Interest Rate Cuts to Only Have Minimal to Moderate Impact on Sector

= Electronics manufacturers expect interest rate cuts in Europe and the U.S. to have a moderate to minimal impact on
the industry overall, with the greatest effect likely on capital investment, financing, and sales growth.
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Notably, there are no significant differences in current conditions across all geographic regions.

Current Direction of Key Business Indicators

-- Total --
Diffusion Index"
Half (50%) of electronics
manufacturers are

currently experiencing Material costs 37% 115
rising labor costs, with
nearly two-fifths (37%) Inventory available to your customers 30% 109
reporting increased
material costs.

Labor costs 50% 6 124

Inventory available to youfrom your suppliers 25% 108

: : Shipments 29% 102 E di
At the same time, profit | p _____________________________________________________________________________________________________ X Ffa_r_] I_n_g_t,

margins, backlogs, ease Capacity utilization 27% 99 Contractingl
of recruitment, orders,
and capacity utilization Orders 26% 96

are presently declining.

Ease of recruiting/finding skilled talent 6%

Backlogs 18% 91

e}
e

Profit margins  |BEleFA 84

B Rising @ Remaining Flat / No Change H Declining

“A diffusion index is a statistical measure used to detect economic turning points.
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Current Direction of Key Business Indicators
-- Primary Region: North America --

Labor costs
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“A diffusion index is a statistical measure used to detect economic turning points.
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Current Direction of Key Business Indicators
-- Primary Region: Europe --

Diffusion Index"

Labor costs 120

Inventory available to you from your suppliers 116

Inventory available to your customers 114
Materialcosts 0 epmnand
T oves DTG G o Convectno]]

Ease of recruiting/finding skilled talent 9%

Shipments %

Capacity utilization 92

Backlogs 88

Profit margins 82

HRising M Remaining Flat /No Change H Declining

“A diffusion index is a statistical measure used to detect economic turning points.
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Current Direction of Key Business Indicators
-- Primary Region: APAC --

Diffusion Index"

Labor costs 2
Material costs e
Inventory available to your customers 108
Inventory available to you from your suppliers 104
Expandingt

---------------------- a5 of recrutingincing s e NPT G S 100 -~ E
Contractingl

Shipments .

Capacity utilization %

Orders 83

Profit margins  [IEZEEE  25%  Issam— 79

Backlogs [HERAN T esn L I saa— 75

HRising f Remaining Flat / No Change H Declining

“A diffusion index is a statistical measure used to detect economic turning points.
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Current Direction of Key Business Indicators
-- Primary Region: Global --

Diffusion Index"

Ve costs 22

Shipments o

Labor costs 118

Orders s

Capacity utilization 113

Inventory available to youfrom your suppliers 113
Inventory available to your customers 112 Expandingt

Ease of recruiting/finding skilled talent 100

Backlogs 19% 100

Profit margins o Commacting]]

H Rising M Remaining Flat /No Change H Declining

“A diffusion index is a statistical measure used to detect economic turning points.
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Anticipated Direction of Key Business Indicators — Next Six Months

-- Total --
Diffusion Index"
Labor costs 123
Over the niext siK months, Shipments 14
electronics manufacturers

expect labor costs to Orders 114

remain high, while ease of )
recruitment, backlogs, and Material costs 14
profit margins are likely to Capacity utiization 13

remain challenging.
inventory avalable to your customers 12
Inventory available to you from your suppliers 109 Expancingf]

Profit margins 22% 97 Contractingl

Backlogs 22% 95

Ease of recruiting/finding skilled talent 1% 93

H Rise M Remain Hat/ No Change H Decline

“A diffusion index is a statistical measure used to detect economic turning points.
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* Electronics manufacturers in APAC expect backlogs to decline more so over the next six months
when compared to firms operating globally.

*  Nearly two-thirds (64%) of electronics manufacturers in APAC anticipate backlogs to decline over
the next six months, which compares to a significantly lower 6% of firms that operate globally.
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Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: North America --

Diffusion Index"
Labor costs 50% 123
Material costs 38% 115

Shipments 47% 114

Capacity utilization | PO see e 1
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“A diffusion index is a statistical measure used to detect economic turning points.
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Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: Europe --

Labor costs
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Shipments
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“A diffusion index is a statistical measure used to detect economic turning points.
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Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: APAC --
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“A diffusion index is a statistical measure used to detect economic turning points.
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Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: Global --

Orders
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Shipments

Inventory available to your customers
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Material costs

Backlogs

Labor costs

Inventory available to youfrom your suppliers
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“A diffusion index is a statistical measure used to detect economic turning points.
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Orders, Capacity Utilization, Profit Margins, and Shipments are Expected to Rise
Over the Next Six Months, While All Other Key Business Indicators are Expected Qpc@

to Remain Relatively Stable

Direction of Key Business Indicators — Diffusion Index"
-- Total --
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"A diffusion index is a statistical measure used to detect economic turning points.
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Direction of Key Business Indicators — Diffusion Index"
-- Primary Region: North America --

Current Direction

124 Expected Direction
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Gap: -1 -1 +2 +3 +12 +10 +12 +7 +3 +12
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to your customers  to youfrom your recruiting/finding
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suppliers skilled talent

“A diffusion index is a statistical measure used to detect economic turning points.
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Direction of Key Business Indicators — Diffusion Index"
-- Primary Region: Europe --
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8 Gap: +4 -8 -4 +8 +16 +18 +8 +22 -2 +14

AN 4 Labor costs Inventory available Inventory available Material costs Shipments Orders Easeof Capacity utilization Backlogs Profit margins
toyoufromyour to your customers recruiting/finding
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“A diffusion index is a statistical measure used to detect economic turning points.
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Direction of Key Business Indicators — Diffusion Index"
-- Primary Region: APAC --

Current Direction

Expected Direction

129

Expanding >

< Contracting

Gap: +4 -5 +9 +13 -8 +27 +4 +38 +13 +2
Labor costs Material costs  Inventory available Inventory available Easeof Shipments Capacity utilization Orders Profit margins Backlogs
toyourcustomers  to youfromyour  recruiting/finding
suppliers skilled talent

“A diffusion index is a statistical measure used to detect economic turning points.
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Direction of Key Business Indicators — Diffusion Index"
-- Primary Region: Global --
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“A diffusion index is a statistical measure used to detect economic turning points.
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October 2024 Special Questions
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While manufacturers in APAC are more likely anticipating moderate impact from interest rate cuts, the difference is
not significant.

Impact of Interest Rate Cuts in Europe and the United States

Region

® No impact at all = Minimal impact ® Moderate impact ® High impact m Extremely high impact

Q: How much impact do you expect interest rate cuts in Europe and the US to have on your business operations? A/B/C/D Statistically significant at 90% confidence interval
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Notably, manufacturers in APAC expect interest rate cuts to have significantly greater impact on IT and digital
transformation when compared to manufacturers in North America.

Business Sectors Expected to Benefit Most From Interest Rate Cuts in Europe and the United States

Total North America EU APAC Global
Financing/ConsoIidz?:: - 37% 42% _ 42% - 18%
sa'eSG’E‘)’(";’;'; and - 30% 36% . 13% - 27%
Mergers and Acquisitions - 19% 23% - 21% . 9% . 13%
pbtiineied B2 L Il - N o
reeromens I - i -~ W o
el I T - -
Other(s) I 3% 0% I 4% . 9% I 6%

Q: What sectors of your business do you anticipate will benefit most from interest rate cuts in Europe and the US? Please select all that apply. A/B/C/D Statistically significant at 90% confidence interval

Note: Only asked among those expecting interest rate cuts in Europe and the US to impact their business operations.
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October | November | December | January | February April May July August |September| October
2023 2023 2023 2024 2024 2024 2024 2024 2024 2024 2024

Shlpments --- --

Orders 100 - 101 - 96
Profit margins 92 94 95 --
Backlogs 91 - 94 94 94 98 101 99 97 93 96 93 91
Ea.se of recruiting/finding 88 87 88 88 89 920 92 92 91 92 91 91 91
skilled talent

Material costs 122 118 119 19 18 121 17 121 120 -
Labor costs 129 130 128 124 --
Capacity utilization 102 106 106 - 99 100 99
Inventory availai?le to you 1 112 1 108
from your suppliers

Inventory available to your 108 107 10 109
customers
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May July August |September| October
2024 2024 2024 2024 2024
122 - 115 19 114

Shipments

Orders 14 114 116 125 117 119 114
Profit margins 100 102 100 101 100 96 100 96 97
Backlogs 97 -- 101

:;ﬁ:;g;’t”m“g/ finding o1 89 93 94 95 92 93 90

Material costs 120 116 116 116 116 119 119 118

Labor costs 128 132 130 129 129 127 128 124

Capacity utilization il 14 14 17 116 -- 17 115 13 13 14 13

Inventory available to you 13 112 114 116 13 1 10 112 110 106 107 107 109
from your suppliers

Inventory available to your 112 1 115 117 114 14 115 12 10 106 - 10 112
customers
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> Each month, IPC surveys executives in
the electronics manufacturing sector
across the globe with the goal of
assessing the current state of the
industry.

> The results contained herein are based
upon the findings of IPC’s The Current
State of Electronics Manufacturing
Survey, which was fielded between the
dates of September 16 and September

30, 2024.
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Questions? Please contact:

Shawn DuBravac,
IPC Chief Economist

ShawnDuBravac@ipc.org
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