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Executive Summary Circ

Supply Chain Constraints are Showing Small Signs of Improvement

Both inventory available to customers (IAC Index) and the inventory available from suppliers (IAFS Index) improved
somewhat this month. The current conditions indexes remain in contractionary territory for both suggesting current
inventories remain tight. However, the 6-month outlook index for both have now moved into expansionary territory
this month, indicating respondents expect inventory levels to expand in the coming months.

The electronics manufacturing supply chain reports that backlogs continue to expand, but the Backlog Index
declined this month. The Backlog Outlook Index fell its lowest level since the survey began. At 103, the index
remains narrowly in expansionary territory.

The Shipments Outlook Index increased to 120, suggesting manufacturers expect shipments to expand over the
next 6 months. Both the current Capacity Utilization Index and the Capacity Utilization Outlook Index improved this
month and both remain definitively in expansionary territory.

Many Firms Have Raised Prices Because of Higher Costs

Eighty percent of electronics manufacturers report they have increased pricing due to higher costs. Roughly 20%
report they have not increased prices because they can’t raise price. Roughly 12% of the electronics manufacturing
supply chain reports they have raised prices because of higher demand which enable them to charge a higher
price.

For firms primarily operating in APAC, only 46% of firms indicate they have raised prices because of higher prices
and 54% report they have not raised prices because they are not able to raise prices.

Firms continue to face high material and labor costs. Even with higher prices, firms report profit margins are
contracting and will continue to contract in the coming months.

2 =
BUILD ELECTRONICS BETTER



Cpc

> Demand Remains Strong

= Electronics manufacturers continue to report strong demand. Over half of respondents indicate orders will expand
over the next 6 months. The Orders Outlook Index increased to 120.
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N e alee e fes Current Direction of Key Business Indicators

manufacturers are currently -- Total --

experiencing rising material Diffusion Index*
costs, while four-fifths are Material costs 89% 144
experiencing rising labor

costs. Labor costs 78% 139

Orders 48% 115
At the same time, ease of

recruitment, profit margins,
and inventories are presently Shipments 38% 11
declining.

Backlogs 42% 114

Capacity Utilization 31% 107 Expandingt
Inventory available to your customers 20% 96 Contractingl
Inventory available to you from your suppliers 14% 86

Profit margins 12% 84

Ny
N

Ease of recruiting/finding skilled talent

H Rising = Remaining Flat / No Change m Declining

"A diffusion index is a statistical measure used to detect economic turning points.
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Regional Differences in Current Conditions Cipc.

Ease of recruitment is currently improving at a significantly higher rate among firms operating Globally
when compared to both North America and APAC.

23% of Global manufacturers report ease of finding skilled talent to be rising, which compares to only
6% in North America and 0% in APAC.

Material costs are declining more so among manufacturers operating Globally vs. North American
firms.

While 8% of Global manufacturers report material costs to be declining, there were no (0%) firms in
North America indicating a current decline.

Inventory available from suppliers is declining at a significantly higher rate in North America than in
Europe.

52% of North American manufacturers indicate inventory available from suppliers is currently
declining, while a much lower 22% say the same is true in Europe.
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Current Direction of Key Business Indicators
-- Primary Region: North America --

Material costs
Labor costs
Orders
Backlogs
Shipments

Capacity Utilization

42%

38%

30%

53

94%

86%

%

Diffusion Index"

Cpc

147

143

120

114

Expandingt

Inventory available to your customers
Profit margins
Inventory available to you from your suppliers

Ease of recruiting/finding skilled talent

"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"

Material costs 143
Labor costs 135
sackiogs 120
Shipments s
Orders 114
Capaciy Utizator 113
Inventory available to your customers 102 Expandingt
_______________________ inventory available to you from your suppliers NN 0 097 Conwacting]]

Profit margins 1% 88

Ease of recruiting/finding skilled talent 1% 76

H Rising m Remaining Flat / No Change m 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 --

Material costs
Labor costs
Inventory available to your customers

Backlogs

36%

31%

81%

69%

Cpc

Diffusion Index"

139

135

Orders

Shipments

Capacity Utilization

Inventory available to you from your suppliers
Ease of recruiting/finding skilled talent

Profit margins

"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 --

Material costs

Labor costs

Backlogs

Orders

Capacity Utilization

Shipments

————————————————————————————— Inventory available to your customers--||| | | Bl 0% oo
Ease of recruiting/finding skilled talent

Inventory available to you from your suppliers

Profit margins

H Rising m Remaining Flat / No Change m Declining

"A diffusion index is a statistical measure used to detect economic turning points.
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Over the next six months,
manufacturers expect to
see continued increases in
both material and labor
costs.

While some improvements
to inventories are expected,
ease of recruiting/finding
skilled talent and profit
margins are likely to remain
challenging.
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Anticipated Direction of Key Business Indicators — Next Six Months

Labor costs
Material costs
Shipments
Orders

Capacity Utilization

Inventory available to your customers

Backlogs

Inventory available to you from your suppliers

Profit margins

Ease of recruiting/finding skilled talent

-- Total --

Diffusion Index"

139

138

120

120

15

105

103

102 Expancing{]
o poftmagns AR 2 Comwecingf]

88

B Rise m Remain Flat / No Change m Decline

"A diffusion index is a statistical measure used to detect economic turning points.
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Regional Differences in the Outlook Cipc.

Among firms in APAC, profit margins are expected to decline at a higher rate vs. North America and
Europe.

65% of manufacturers in APAC anticipate profit margins to decline in the next six months, compared
to 30% of manufacturers in North America and 21% of those in Europe.

Ease of recruitment is expected to improve more so in the next six months among firms operating
Globally when compared to manufacturers in North America and APAC.

35% of Global manufacturers expect ease of recruitment to improve, which compares to only 1% of
manufacturers in North America and 4% of those in APAC.

Expectations surrounding material costs are less positive among firms in North America vs. all other
regions.

92% of manufacturers in North America expect material costs to rise in the next six months, which
compares to a significantly lower 75% of firms in Europe, 69% of those in APAC, and 58% among
Global firms (which are more likely anticipating a decline in material costs in the next six months).
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Regional Differences in the Outlook Cipc.

Labor costs are expected to rise more so among firms operating in North America when compared to
Global manufacturers.

87% of North American manufacturers expect labor costs to rise vs. a significantly lower 62% among
Global manufacturers.

Outlook concerning inventories available from suppliers is more positive among manufacturers
operating Globally compared to North American manufacturers.

58% of Global manufacturers believe inventory available from suppliers will rise in the next six months
vs. only 19% in North America, where firms are more likely expecting a decline.
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The View From Companies Primarily Operating in North CliIPc
America |

Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: North America --

Diffusion Index"

Material costs 92% 7% 1% 146

Labor cost 0% 144

Orders 34% 12% 121

Shipments 42% 12% 117

Capacity Utilization 52% 12% 112
Backlogs 49% 19% 106 Expand.ngﬂ
 inventoryavailable to your customers TR s MM =~ o:  Convacting]]

Profit margins 15% 55% 30% 93

Inventory available to you from your suppliers 44% 36% 91

Ease of recruiting/finding skilled talent 44% 45% 83

B Rise Remain Flat / No Change Decline

"A diffusion index is a statistical measure used to detect economic turning points.
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The View From Companies Primarily Operating in
Europe Cipe.

Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: Europe --

Diffusion Index"

Material costs 26% 138

Labor costs 29% 136

Capacity Utilization 54% 123

Shipmens 43% 16 18

Orders 54% 7% 116

Inventory available to you from your suppliers 54% 14% 109

Backlogs 64% 11% 107

Inventory available to your customers 21% 71% 7% 107
Profit margins 54% 21% 102 Expandingﬂ
""""""""""""""""" Fase of recruiting/finding skiled talent ARSI G s Convacting]]

B Rise Remain Flat / No Change Decline

"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 --

Labor costs

Material costs

Orders

Shipments

Inventory available to your customers
Capacity Utilization

Inventory available to you from your suppliers

35%

31%

31%

54
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Diffusion Index"
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133
120
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Backlogs
Ease of recruiting/finding skilled talent

Profit margins

"A diffusion index is a statistical measure used to detect economic turning points.
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The View From Companies Primarily Operating Globally Cipc

Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: Global --

Diffusion Index"

Shipments 27% 4% 133
Labor costs 35% 2% 130
Capacity Utilzation 8% 4% 127

Inventory available to you from your suppliers 38% 4% 127

Orders 42% 4% 125

Material costs 23% 19% 120

Inventory available to your customers 42% 15% 113
Ease of recruiting/finding skilled talent 38% 27% 104 Expandingﬂ
""""""""""""""""""""""""""""""" profitmargins [T GRS o Convacting]]

Backlogs 46% 38% 90

B Rise Remain Flat / No Change Decline

"A diffusion index is a statistical measure used to detect economic turning points.
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Although manufacturers anticipate material costs and backlogs to decline, they do expect to see improvement regarding
inventories, shipments, profit margins, capacity utilization, ease of recruitment, and orders.

Direction of Key Business Indicators — Diffusion Index”

-- Total --
A —— Current Direction
8 144 —— Expected Direction
O 139
S
Q 138 139
it 120 120
114 15

(®)]
£
-+
Q
©
p .
-+
G
O | Gap: -6 +/-0 +5 -11 +9 +8 +9 +16 +8 +8
v Material costs Labor costs Orders Backlogs Shipments Capacity Utilization Inventory available Inventory available Profit margins Ease of
to your customers  to you from your 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: North America --

A —— Current Direction
8’ 147 144 —— Expected Direction
5
% 146
% e 121
Ll 17
114
120
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(®)]
£
©
©
—
-+
S
Q| Gap: -1 +1 +1 -8 +5 +6 +9 +9 +11 +7
v Material costs Labor costs Orders Backlogs Shipments Capacity Utilization Inventory available Profit margins Inventory available Ease of
to your customers to you fromyour  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: Europe --

—— Current Direction

Expected Direction
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recruiting/finding to you fromyour  to your customers
skilled talent suppliers

"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 --

A —— Current Direction
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"A diffusion index is a statistical measure used to detect economic turning points.

BUILD ELECTRONICS BETTER




Direction of Key Business Indicators — Diffusion Index”
-- Primary Region: Global --

—— Current Direction
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"A diffusion index is a statistical measure used to detect economic turning points.
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July 2022 Special Questions
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Four-Fifths of Manufacturers Have Increased Pricing Due to Higher Costs, QPC
While One-Fifth Indicate They Have Not Increased Prices Because They Can’t )

While North American, European, and Global manufacturers are more likely to indicate they have increased pricing
because of higher costs, firms that operate primarily in APAC are more likely to indicate they have not increased pricing
because they can’t

Incidence of Price Increase
(Multiple Responses Allowed)

North
Total America Europe APAC Global

(A) (B) (C) (D)

12% I 16% I 12% ‘ 4%
I 12% I 1% 54% ABD I 21%

A/B/C/D Statistically significant at 90% confidence interval

We have increased pricing
because of higher costs

We have increased pricing

: 7%
because of higher demand

We have not increased

. . 20%
pricing because we can't

BUILD ELECTRONICS BETTER




Electronics Manufacturers Express Concerns Around Future Availability of QPC
Labor, Components, Materials (Especially Metals), and Semiconductors )

Shortages Concerned About Over Next Five Years

“We are facing several component material shortages. | expect the labor shortage to continue for

some time, as well.”
H'n:u'nlecgeacle alluys educated

, dﬂw' tches  supplie microprocessor “Materials mainly, and supplies. Also, labor shortages are a real problem in our area as we are in
cormigate e o a very rural spot of NY. It is definitely a concern.”
_.rll £ Ol
compounds ot brass “Skilled direct labor, mostly.”
COMPONENLS Fubment = sarommensmomens
illed talent (engineers and operators).
chemicals pcs J P
C | rcu | ts plasﬁcs p a r‘tS paper o a '*m'f“*m ”La[?or - qualified/anz W-i”in% W(;rlge;s. Chimic’clvls - supply chain and global conflicts. Capital
experienced mold B mMarket etals pdeuctllli}nd equipment - supply chain and global conflicts.
Sl;ﬂT gold i productuea “Parts we need to manufacture our products and quality workers.”
Prom ferrite supply ualified
EWEIIlElblllty spot fuel wire 9 nylo L “Electronic components raw materials like metals.”
Asic SUP [3|IBS sensore ® polyethylene “Precious Metals: Gold, Ferrite, Iron, Brass, Copper.”
full-t
utime GO p per I I I a te r I a | S connectors “Rare earth materials, other essential raw materials.”
electrical chains manufacturing

TeS0Urces

packaging capital terminals “Integrated circuits and any component/modules/assemblies that include ICs in the Bill Of
semicofiductors & Material.”

capacitors . . s . ”
competitive Ir‘lddL'ﬁtEg? PUWE I rare consumables A dhes'p < “Labor, energy, semiconductor, raw material, specific equipment.
! energy competent
quality medules grid commodity “Semiconductors, sensors, switches.”

“Semiconductors and raw material for mechanics.”

Note: Larger-sized font indicates greater number of mentions
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Material costs 144
Labor costs 133
Orders 127
Backlogs 125
Sales” 124
Shipments” =
Capacity utilization 114
Profit margins 96
Inventory available to your 89
customers

Ease of recruiting/finding skilled 77
talent

Inventory available to you from your 73
suppliers

"Removed January 2022

"Added January 2022
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November
2021
144

136
124
122

123

115

92

80

December

2021

145
135
123
124

122

90

77

January
2022

145
137
123

124

117
114
87
91
78

77

February
2022

143
138
120

122

1

88
80

78

142 146
138 134 138 137
124 121 19 18
15 15 14 14
13 14 110 -
86 85 89 85
78 79 81 79
78 - 79 82
A+6 points or more vs. previous month-
* A-5 points or more vs. previous month

144
139

115

1H
107
84
80

86




Outlook Diffusion Indices Cipc

Month-to-Month Comparisons

Material costs 136 139 138 139 142 139 140 138 140 138
Labor costs 131 135 133 133 137 136 135 134 135 139
Orders 126 128 126 125 121 123 121 122 119 120
Backlogs 112 116 116 120 - 110 109 114 112 -
Sales” 128 129 127 - - - - - -- --
Shipments” -- -- - 120 119 121 117 119 115 120
Capacity utilization 119 118 116 118 118 116 116 116 112 115
Profit margins 103 100 96 92 94 97 94 97 - 92
'C”l]’;’;trzre{s"a"ab'e toyour 100 100 99 97 99 103 101 100 102 105
Eaa;zitof recruiting/finding skilled o 88 86 82 87 36 a8 86 90 88
Inventory available to you from 95 92 a8 90 93 94 93 92 92 102

your suppliers

A+5 points or more vs. previous month
"Added January 2022
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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 June 9 to June 28, 2022.
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Questions? Please contact:

Shawn DuBravac,
IPC Chief Economist

ShawnDuBravac@ipc.org
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