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DELIVERABLES

Findings

= Case studies frameworks will
demonstrate the quantified value of )
distributors in their collaboration with Deliverables
manufacturers fo create efficiencies
and value for customers.

Web-based tool will consider multiple
factors that can be selected as they
apply fo quantify the value delivered

from including distributors as channel . Web Based .Mc.un
oartners. Value Tool Findings

Main findings will contain strategies fo
enable manufacturers fo maximize
and measure value obtained by
distributors.
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Executive Summary
14 Pages

Executive Summary

The purpose of the ECIA study, *The Value Delivered by Authorized Channel Partners for Electronic Components” is
to explore modern distributor covering like and new value-added services
(VAS). In addition to identify, analyze, and document the value of services electronic distributors and their partners
(manufacturers and manufacturer reps) provide in the supply chain, this study will identify processes related to new
product introductions and activities for market expansion and VAS. The study will also produce an analytical tool to
represent the value model developed,

Key benefits of the study include:
I Offering electronics manufacturers tools for evaluating cost structures.
O Devising growth strategies.
T Understanding the evolving value of distribution.
= Identification of gaps between current distributor services and customer expectations.
This studly also emphasizes how manufacturers can harness distribution to bolster business growth,
Information was gathered through questionnaires with the stakeholders around the following categories -

New Product Introduction Market Growth Strategies Value Added Services

+ 4
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Using a thorough interview process across the different segments of the distribution industry, distributors,
cturer representatives the following findings and differentiation across these sectors were

uncovered:

Findings:
Distributor Manufacturer

Manufacturer Representatives

Role in VAS. Improved product quality. Marke Information Access
Dealing with MOQ. Production process efficiency. Enhanced customer relationships.
Improving lead times. Traceability in supply chain. Costeeffective sales support.
Collaborative Increased responsiveness o

Forecasting. market dynamics,

Differentiation:

Manufacturer Manufacturer Representatives
Digitalized vs Tradiitional Unique sales approach in the Specialized knowledge based on indust
Tech utilization. Electronic Components Industry or product lines.
Digital marketing focus. Association. Building relationships with suppliers for
Omnichannel approach. Reliance on manufacturer demand creation and new opportunities.
Use of third-party representatives working on
logistics. commission

During this project a thorough analysis of several scenarios was evaluated, and case studies were generated for
distribution, selling direct and with manufacturer representatives. Cost associated with activities conducted served to
quantify the value. Some examples are presented below (including market expansion, NP, value added services).
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Cost Model Presents Major Scenarios

Power Bl will visualize the value proposition of different scenarios based on following rules

Scenario | Scenario 2 Scenario 3 Scenario 4 Scenario 5 Scenario 6

Broadline Broadline Specialized
Distributors Distributors Distributors
selling selling selling

product with product with product with
high volume low volume high volume
product product product
order size order size order size

Connect. Influence. Optimize.

Specialized
Distributors
selling
product with
low volume
product
order size

High service
Distributors
selling

product with
high volume
product
order size

High service
Distributors
selling
product with
low volume
product
order size
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CASE 1 : MARKET EXPANSION THROUGH NEW CUSTOMER ACQUISITION

Solution Requirements Market research
Customer retention rate

Initial Proposal

Demand Promotional material Sales force travel

generation Needs analysis

Prospect leads Content creation Lead response times

Build relationships
P Transportation

Source Quality assurance
Warehouse rent and utilities
Equipment
Labor
Insurance
Maintenance
Payment receiving
Marketing
Payment processing
Quote processing
Picking and packing
Logistics
Warranty
Technical support
Software maintenance
Installation
Customer feedback SR IEE]
Customer Improvement opportunities
e bevelo u
p solution — New customer retention rate
IRRI SIS ESIES

Conversion rate
Stock

. Average order valve
Warehousing

New customer acquisition rate

New Customer
Fulfillment

Contribution to sales revenue

Lead time reduction
Support Services
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QUANTIFICATION: DIRECT vs. DISTRIBUTION

Manufacturer’s

sales revenue Sales revenue

Distributor’s

Selling through Distribution

Manufacturer’s
sales revenue

[ Manufacturer’s Operating income
[ Manufacturer Costs

[1 Manufacturer’s sales revenue

L, GLOBAL SUPPLY CHAIN -

ESE |

[REERED

Manufacturer’s sales revenue
Manufacturer’s Operating income

Manufacturer’s Costs
Purchasing cost

Distributor’s sales revenue
Distributors costs

Distributors operating income




Activity 1 cost
Activity 2 cost

__—» Activity 3 cost
~_—» Activity 4 cost

Manufacturer’s
sales revenue

Demand
generation

Transportation
Quallly essurance
Warehouse rent and ufifies
Equipment

]  Manufacturer’s Operating income
[] Manufacturer Costs

Labor
Insurance
Maintenance
Payment receiving

Markef

[1  Manufacturer’s sales revenue
T-c:mlcdm
Cuslomer
Assostment | Service ]
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R
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APPLICATION TO EXAMPLE 1 : SELLING DIRECT

~— Activity 1 cost

~—» Activity 2 cost

Distributor’s
Sales revenue

Demand
generation

Purchasing cost

Distributor’s sales revenue
Distributors costs

Distributors operating income

Customer
Assessment

Communication and marketing

i GLOBAL SUPPLY CHAIN -
E/E ‘ LABORATORY




INCREASE IN OPERATING INCOME FOR MANUFACTURER

Selling through Distribution

Manufacturer’s
operating
income

Manufacturer’s
operating
income

The value proposition to the manufacturer can be quantified by the gain in operating
income for the manufacturer by selling through distribution.
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Americas TAM / DTAM Revenue Growth Comparison

Americas Revenue Growth
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Electronic Component Revenue Growth - Worldwide

Worldwide Revenue Growth
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Electronic Component Revenue Growth - Americas

Americas Revenue Growth
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Electronic Component Revenue Growth - Worldwide

Worldwide Quarter-over-Quarter Revenue Growth
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Electronic Component Revenue Growth - Americas

Americas Quarter-over-Quarter Revenue Growth
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Semlconductor Revenue Growth Cycle

Quar:ﬁ r’ﬁverlaQbuartEr o Worldwide Semiconductor Revenue Growth
growth should brea %
positive by end of 2023! s
°* Annual revenue cycle s
follows quarterly growth
. 30%
* Annual trend for high
single digit 2023 decline 0%
* Rising ASPs boost 10% N
revenue grOWth O% IIIIIIIII AIV_/'\_\ IIIII ‘ku"/'/'h\ 3z "
beginning of new cycle I B VA S
-20%
* Strong demand and
technology drivers -30%
* Inflation and interest rates 20%
undermlne consumer — Annual Growth Qtr-over-Qtr Growth
spending? (70% of US Source - WSTS
GDP)
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Semiconductor Growth Trends

Quarter-over-Quarter Growth
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No Clear Unified Trend Across Markets

* Memory ICs Amplifying

Worldwide Quarter-over-Quarter Growth

/ Distorting the Cycle 80%
* All other components
started downturn in 60%

mid-2021

* Most categories
bending up in last 3
months 20%

40%

Dec-23

-40%

-60%

—Total Semiconductor ==—=Memory |C ===Microcomponent |C ===Logic |IC =——Analog IC = Discretes Optical =—=Sensors & Actuators
a
®
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Cycle: Reached the End — Looking Up Now

70% / \
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/\ / /\ =Current Cycle
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Cycle Near Standard Length
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Worldwide Annual Semiconductor Revenues
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But What About the Americas?

Counter-cyclical trend
starting in summer
2020 but aligning in
mid-2022

High memory mix in
Americas contributes to
volatility

Healthy upward trend in
Americas — Could
break above zero by
end of 2023

Will inflation impede
long term growth?

110%
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70%
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30%
10% Ao -

-10%

-30%

-50%

-70%

Americas Quarter-over-Quarter Growth
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But What About the Americas?

Logic, Micros, and
Memory turning up

Optical & Discretes only
slightly negative

Analog moving strongly
down in counter trend

Most categories
sustained growth
through most of the
Worldwide downturn

Americas capturing a
notably larger share of
the worldwide
semiconductor market
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Americas Quarter-over-Quarter Growth
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Total Semiconductor Quarter-over-Quarter Growth
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Top 50 Authorized .
Distributors




Americas Revenue for Top 50 Authorized Distributors

Americas Sales by Component Category

Interconnect _
Passive -
Electro-mechanical -
Computer / Systems -

Power & Battery ™

Other -

0 2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000 18,000

[
Millions of Dollars
2022 w2021 W 2020 2019 I
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Worldwide Revenue for Top 50 Authorized Distributors

Conne

Worldwide Distributor Component Revenue

Semiconductors

Interconnect

Passives

Electro-Mechanical

Computer/System

Power & Batteries

Other

40 60

2022

80

100

Billions of Dollars

2021
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120
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160
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Distribution TAM by End Market

Worldwide Revenue by End Market

Americas Revenue by End Market

~ — Jayi10

(o] o [ ]

[=] [=]

~ o~

|| Atenpy

I /soedsosay
Alanoas/ino

I 5WwoH /Sulp|ing

=2 1payy
L

lamod 3 ABaaug
|

equl/adby
I w039

$2JU0NI3|3

I 5WrsU0)

AnOWOo) Ny

ydilad/aoud
I ©1eq/423ndwo)

uonewoyny

I (LS npul

FERTLET]

I LU/1L10) 31O}y

o [=] o [=] [=] o o m [=]
2 8 8 8 8 8 8 8
o u (=) u [=) u [=) [Fa]
=t (18} (23] ~ ™~ — —
sie||og JO SUOI||IIN
H n 12410
g 8 e
~ ~
| ]

$321A8Q

B w0 310N

J1amod rg ABiaug

Ajnmas/ing

I 5U0H /FUping

etjul/idb]

I 002P1

[E31pay

yduad/Houd

I ©1c0/0induwo0)

aAoWOoINY

Aeyy

I /20502y

uonewo}ny

N 215 TPl
g

2 8
=] =] =1
51 1 3;

=t
s1e[|0Q JO SUOI||IN

8
s}
2

6,000
2,000

2 8
=] =1
0 ~

2

Electronic Components Industry Association

ecld

Connect. Influence. Optimize.



25%

20%

15%

10%

5%

0%

-5%

-10%

Top 50 Authorized Distributor Growth

Americas Top 50 Authorized Distributor Growth

21.4%

20.0%

I | I I

2017 2018 l 2021 2022
-3.1%

-5.9%

Top 2 Growth Q1-Q3 2023 = -8.2%
e 2022 Combined Share = 58.4%
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Worldwide Top 50 Authorized Distributor Growth
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Top 3 Growth Q1-Q3 2023 = -5.8%
« 2022 Combined Share = 40.2%
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Looking Forward .
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North America Monthly Sentiment Survey Trends

North American Sales Performance Compared to Prior Month 4 eCla
E 170 Electronic Components Industry Association
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North America Quarterly Sentiment Survey Trends

North American Sales Performance Compared to Prior Quarter Edecia
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Increasing Lead Times Reappear

Product Lead Time - October to November Comparison WQC@
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WSTS Semiconductor Forecasts

Annual Revenue Growth
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== == Americas (Ex DRAM & NAND)

Connect. Influence. Optimize.

Source: WSTS

Observations:

Forecast built up category-by-
category with experienced analysts
from all regions

WSTS Expectation of Strong 2024
rebound

*  Worldwide = +13.1%
e Americas = +22.3%
Gartner 2024 WW Forecast = 16.8%

Memory IC drives Americas dramatic
swing

Expectation of solid growth through
forecast period
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Long-term Semiconductor Growth Trends
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Figure 9: “How Important Is Trade Between the U.S., Mexico and/or Canada for the Growth and
Competitiveness of Your Business or Suppliers?”

2.8%

= Very important
" Somewhat important
® Not important

W Uncertain

— L]
L Source — National Association of Manufacturers (NAM)  Gdhdhd N Cam I a
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Thank you!

Dale Ford — Chief Analyst
dford@ecianow.org
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