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> 78% of Electronics Manufacturers are Worried about a Recession in 2023

= 68% of electronics manufacturers are worried about a recession in 2022
> 86% of Electronics Manufacturers are Concerned about Inflation

> 8 in 10 Electronics Manufacturers are Concerned about Extended Supply Chain Disruptions Due to a Prolonged
Russia-Ukraine War

+  Global (59%) and European (49%) manufacturers are more likely to indicate they are “extremely worried” about
a prolonged Russia-Ukraine war extending supply chain disruptions, whereas North American manufacturers are
more likely to be “somewhat worried” (62%) and APAC manufacturers are more likely “not at all worried” (13%).

> Higher Costs Continue to Dominate Electronics Industry Narrative

= Nine in ten electronics manufacturers are currently experiencing rising material costs and three-fourths are
experiencing rising labor costs. This is little changed in recent months.

= Rising labor costs appear most acute in North America where 86% of manufacturers report labor costs are currently
rising. Only 58% of European manufacturers are experiencing an increase.
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> Capacity Utilization Index slips 6 percentage points

= The Capacity Utilization Index remains in expansionary territory, but slipped 6 percentage points this month to 104.
This shift likely reflects continued supply chain challenges. Production rates have suffered as companies have had
to wait for parts.

> Profit Margins Remain Weak

= The Profit Margin Index fell 4 percentage points to 85, remaining well within contractionary territory. Weak profit
margins is likely a result of rapidly rising costs that have not been offset by higher prices.

= While 29% of Global manufacturers report profit margins are rising, only 7% of those in North America indicate the
same.

= The Profit Margin Outlook Index fell 7 percentage points, suggesting a majority of firms expect profit margins to
remain weak
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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 three-fourths are Material costs 1% 146
experiencing rising labor

costs. Labor costs 74% 137

Backlogs 47% 119
At the same time, ease of

recruitment, profit margins,
and inventories are presently Shipments 42% 14
declining.

Orders 47% 118

Capacity Utilization 28% 104 Expandingt
Inventory available to your customers 18% 91 Contractingl
Profit margins 1% 85

Inventory available to you from your suppliers 1% 82

Ease of recruiting/finding skilled talent 10% 79

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.

Profit margins are rising for fewer North American firms than for those operating Globally.

While 29% of Global manufacturers report profit margins are rising, only 7% of those in North America
indicate the same.

Labor costs are rising for more North America firms than European firms.

86% of manufacturers in North America report labor costs are currently rising, while only 58% of
European manufacturers are experiencing an increase.
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Current Direction of Key Business Indicators
-- Primary Region: North America --
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Inventory available to your customers
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Ease of recruiting/finding skilled talent

Inventory available to you from your suppliers

"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 94% 147
Labor costs 58% 128
Backlogs 42% ‘ 120
Orders 44% 114

Shipments 40% 113

Capacity Utilization 26% 101 Expandingt
Inventory available to your customers 22% 96 Contractingl
Profit margins 14%

Inventory available to you from your suppliers 14% 83

(0]
(0]

Ease of recruiting/finding skilled talent 1% 74

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 --
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Labor costs
Shipments
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Orders
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Diffusion Index"
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Inventory available to you from your suppliers

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 --

Diffusion Index"

Material costs 144
Labor costs 136
Orders 133
Shipments 12
Backlogs 115
Capaciy Utilization 104
Expandingt
---------------------------------------------------- profic marins-— RN G - 100
Contractingl
Ease of recruiting/finding skilled talent 02
Inventory available to your customers 92
inventory available to you from your suppliers 81
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 L . . . ] ]
expect to see continued Anticipated Direction of Key Business Indicators — Next Six Months
increase in material and -- Total --

labor costs.
Diffusion Index"

Ease of recruiting/finding Material costs 82% 140
skilled talent is expected
to remain challenging,
with continued declines Orders 50% 119

in inventory available

from suppliers and profit
marg|ns Backlogs 38% 112

Labor costs 72% A 135

Shipments 43% 115

Capacity Utilization 34% 112

Inventory available to your customers 27% 102 Expandingt

Inventory available to you from your suppliers 19% 92 Contractingl

Profit margins 15% 90

Ease of recruiting/finding skilled talent 18% 90

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 operating Globally, profit margins are expected to rise at a higher rate vs. North America and APAC.

41% of Global manufacturers anticipate profit margins to rise in the next six months, compared to only 11% of
manufacturers in North America and 6% of those in APAC.

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

41% of Global manufacturers expect ease of recruitment to improve, which compares to only 14% of
manufacturers in North America and 12% of those in Europe.

Material costs are expected to decline more so among firms operating in APAC vs. North American firms.

9% of manufacturers in APAC anticipate material costs to decline in the next six months, whereas no (0%)
manufacturers in North America expect to see the same.

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

53% of Global manufacturers believe inventory available from suppliers will rise in the next six months vs. a
significantly lower 12% in North America and 14% in Europe.
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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 14% 143
Labor costs 20% 140
Orders 40% 1% 119
Backlogs 42% 14% 115
Shipmens 45% 5% 12
Capacity Utilization 55% 14% 109 Expandlngﬂ
 inventoryavailable to your customers | NS so% WM = o5 Convacting]]
Ease of recruiting/finding skilled talent 49% 37% 89
Profit margins 46% 43% 84
Inventory available to you from your suppliers 39% 49% 82
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: Europe --

Diffusion Index"

Material costs 91% 144
Labor costs 69% 135
Shipments 38% 112
Capacity Utilization 24% 110

Inventory available to your customers 32% 109

Backlogs 31% 108 Expandingt
Inventory available to you from your suppliers 14% 91 Contractingl
Profit margins 18% 90

Ease of recruiting/finding skilled talent 12% 78

Orders 34% 58

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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Anticipated Direction of Key Business Indicators — Next Six Months
-- Primary Region: APAC --
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Labor costs
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"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"

Material costs 1% 135
Labor costs 1% 135
Shipments 20% 12% 124
Inventory available to you from your suppliers 35% 12% 121
Orders 29% 18% 118
Capacity Utilization 53% 6% 118
Inventory available to your customers 53% 6% 118
Profit margins 4% 18% 112
Ease of recruiting/finding skilled talent 41% 18% 112 Expandingﬂ
"""""""""""""""""""""""""""""""" sackiogs [ECANEE OGS G o7 Convacting]]
B Rise Remain Flat / No Change Decline

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

BUILD ELECTRONICS BETTER

15 —p




Labor Costs, Orders, and Shipments are Expected to Remain CipPc
Relatively Stable in the Next Six Months ’

Although manufacturers anticipate material costs and backlogs to decline, they do expect to see improvement regarding
ease of recruitment, inventories, capacity utilization, and profit margins.

Direction of Key Business Indicators — Diffusion Index”
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Direction of Key Business Indicators — Diffusion Index”
-- Primary Region: North America --
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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: Europe --
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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: APAC --
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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: Global --
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"A diffusion index is a statistical measure used to detect economic turning points.
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June 2022 Special Questions
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While the majority of manufacturers indicate they are worried about a potential economic recession being on the horizon,
concern for a recession occurring in 2023 is more pronounced vs. that for a 2022 recession (/8% vs. 68%, respectively).

Level of Concern

% T2B: 86% 80% 79% 78% 68%

B Extremely Worried
B Somewhat Worried

Neither Worried nor
not Worried

B Not Very Worried

21%

® Not at all Worried 89, 12% 12% 12%
(-] 5 o,
Inflation Downturn in Chinese production A prolonged Russia-Ukraine war An economic recession An economic recession
output and COVID lockdowns and related sanctions extending in 2023 in 2022
extending supply chain supply chain disruptions
disruptions
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Regional Differences in Level of Concern Cipe

Global and European firms are more concerned about extended supply chain disruptions due to a
prolonged Russia-Ukraine war.

Global (59%) and European (49%) manufacturers are more likely to indicate they are “extremely
worried” about a prolonged Russia-Ukraine war extending supply chain disruptions, whereas North
American manufacturers are more likely to be “somewhat worried” (62%) and APAC manufacturers
are more likely “not at all worried” (13%).

At the same time, Global and North American manufacturers tend to be more concerned about
inflation.

Global (63%) and North American (51%) manufacturers are more likely to be “extremely worried”
about inflation vs. firms primarily operating in Europe (29%) and APAC (27%).

Manufactures in APAC are less concerned about an economic recession occurring in 2023.

Manufacturers in APAC (9%) are more likely to indicate they are “not at all worried” about an
economic recession in 2023 compared to 0% among North American firms.
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Many Electronics Manufacturers Indicate They Have Increased Cipc
Pay in an Effort to Hire and/or Retain Workers ’

Other actions commonly taken include offering increased benefits, added bonuses, referral incentives, and flexible work
schedules/arrangements; in addition, manufacturers are also looking towards outside resources, including educational
institutions and recruitment/employment agencies, to help in finding workers, with a focus on training and upskilling, even for
those coming into industry with limited or no prior experience.

Actions Being Taken to Hire/Retain Workers

search “Increase in pay, addition of bonuses, and more vacation time.”
.

hunters ~ significantly flexibility personnel “Everything possible!!! We have created multiple flexible schedules, relaxed attendance policies beyond imagination,
home programs ~ me rit increased pay rate significantly, are working with multiple agencies, and we are hiring 2nd chance workers, etc...... Still
relving respect . ”
professional gtaff ff social ying need more production staff!
hi orre r n lclt\)/g: g h | re en hanced “Increasing salary, offering flexible work schedule, offering work remote, and more benefits at work.”
nothin g p a y St d I"t I n g LEfbe r_crjal creative “Flexible work hours, continuing education, pay increases.”
ri
C.O m cualtunre em p l 0 y e e S f l b l p)|/’0 cess “Adding intern programs, increasing wages, enhanced training and introduction programs, offering higher finder’s fees.”
‘Additional bonus, pay hike, performance-based incentives, personal benefits.
I rea)lssles em:s]cehedules “Additional b hike, perf based incenti I benefits.”
b n s | ncen t IVEeS personal action “Billboards, job fairs, referral bonuses, social platform advertising.”
ased tem
recrul ttl n b e n e f I Sp possi ible reviews “Increased use of referrals from existing employees by offering an enhanced bonus.”
managemen
om ployze 0 rl]e\l/jls e S covid e ?gf e?'flfg [S pro duction “Looking at universities and community colleges to find local talent that we will need to educate, but have basic
electronics knowledge.”
product promotion flex
com mrstc ruit mfe nt falrs W 0 r k e r. s improve “Loosening job eligibility requirements, offering tuition reimbursement, post-education employment, and improved
unity ree
workforce h media months wages
networking outsrjgseoufcgeg ncies improving “Training new employees with correct aptitude but no experience.”
currently employment

continue policy “Using recruitment agencies, reviewing pay and conditions.”

conditions
“Working hard to create a healthy supportive environment, pay increases, hybrid work options, bonuses.”

Note: Larger-sized font indicates greater number of mentions
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Appendix
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May
2022
146 145

October | November | December | January February
2021 2021 2021 2022 2022
144 145 145 143

Material costs 144 142 146
Labor costs 133 136 1356 137 138 138 134 138 137
Orders 127 124 123 123 120 124 121 119 118

Backlogs 125 122 124 124 122 119 -- 119
Sales” 124 123 122 - -
Shipments” - - - 17 - 115 115 114 114
Capacity utilization 114 15 - 114 111 13 114 10 -
Profit margins 96 - 90 87 - 86 85 89 85
Inventory available to your customers 89 92 - o1 88 -- 94 o1

Ease of recruiting/finding skilled talent 77 80 77 78 80 78 79 81 79
suppliers

"Added January 2022
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Outlook Diffusion Indices Cipc

Month-to-Month Comparisons

Material costs 136 139 138 139 142 139 140 138 140
Labor costs 131 135 133 133 137 136 135 134 135
Orders 126 128 126 125 121 123 121 122 119
Backlogs 112 116 116 120 - 110 109 114 112
Sales” 128 129 127 - - -- — - --
Shipments” - - - 120 119 121 117 119 115
Capacity utilization 119 118 116 118 118 116 116 116 112

Profit margins 103 100 96 92 94 97 94 97 -
Inventory available to your customers 100 100 99 97 99 103 101 100 102

Ease of recruiting/finding skilled talent o1 88 86 82 87 86 88 86 90

Inventory available to you from your

. 95 92 88 90 93 94 93 92 92
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 May 10 to May 28, 2022.

BUILD ELECTRONICS BETTER



Cpc

Questions? Please contact:

Shawn DuBravac,
IPC Chief Economist

ShawnDuBravac@ipc.org
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